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To the Shareholders of Iberdrola, S.A.:

Pursuant to article 49 of the Spanish Code of Commerce, we have performed a limited assurance
review of the accompanying Statement of Non-Financial Information. Sustainability Report 2020,
(hereinafter SNFI.SR) for the year ended 31 December 2020 of Iberdrola, S.A. (hereinafter the Parent
or Iberdrola) and subsidiaries (hereinafter the Group), which forms part of the Group’s consolidated
directors’ report.

The SNFI.SR includes additional information beyond that required under the Sustainability Reporting
Standards (GRI Standards): comprehensive option, the Electric Utilities Sector Supplement and
prevailing mercantile legislation concerning non-financial information, which has not been subject to
our assurance work. Our work was limited exclusively to providing assurance on the information
identified in the “GRI Content Index” and “Disclosures from the Statement of Non-Financial
Information” tables of the accompanying SNFI.SR.

We also verified, with a "Moderate"” level of assurance, the adherence to the principles of inclusivity,
materiality, responsiveness and impact of the information included in the “Stakeholder Engagement”
section of the accompanying SNFI.SR, prepared in accordance with the principles established in the
AAT000AP (2018) AccountAbility Principles Standard.

Responsibility of the Parent’s Directors and Management

The Directors of the Parent are responsible for the preparation of the SNFI.SR included in the Group's
consolidated directors’ report. The SNFI.SR has been prepared in accordance with prevailing
mercantile legislation, the GRI Standards: comprehensive option, and the GRI Electric Utilities Sector
Supplement, based on the content indicated for each topic in the “SNFI.SR content index” and “GRI
content index” of the aforementioned Report.

This responsibility also encompasses the design, implementation and maintenance of the internal
control deemed necessary to ensure that the Report is free from material misstatement, whether due
to fraud or error.

The Parent’s Directors are also responsible for defining, implementing, adapting and maintaining the
management systems used to obtain the information required to prepare the SNFI.SR.

y and a member firm of the Reg. Mer Madrid, T. 14.972, F. 53, Sec. 8, H. M -249.480, Inscrip. 1.2
affiliated with KPMG N.I.F. B-82498650




KPMG

(Translation from the original in Spanish. In the case of discrepancy, the Spanish language version prevails)

2

Furthermore, the Parent’s Directors are also responsible for the implementation of the processes and
procedures required for compliance with the principles established in the AATO00AP AccountAbility
Principles Standard (2018).

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the International Code of
Ethics for Professional Accountants (including international independence standards) issued by the
International Ethics Standards Board for Accountants (IESBA), which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and
professional behaviour.

Our firm applies International Standard on Quality Control 1 (ISQC1) and accordingly maintains a
comprehensive system of quality control including documented policies and procedures regarding
compliance with ethical requirements, professional standards and applicable legal and regulatory
requirements.

The engagement team comprised professionals specialised in reviews of non-financial information
and, specifically, of information on economic, social and environmental performance, as well as
specialists in AAT000AP (2018) on stakeholder engagement and social, environmental and economic
business performance.

Our Responsibility

Our responsibility is to express our conclusions in an independent limited assurance report, based on
the work performed. We conducted our review engagement in accordance with the requirements of
the Revised International Standard on Assurance Engagements 3000, “Assurance Engagements other
than Audits or Reviews of Historical Financial Information” (ISAE 3000 Revised), issued by the
International Auditing and Assurance Standards Board (IAASB) of the International Federation of
Accountants (IFAC), and with the guidelines for assurance engagements on the Non-Financial
Information Statement issued by the Spanish Institute of Registered Auditors (ICJCE). We also
conducted our engagement in accordance with AAT000AS v3 AccountAbility Sustainability Assurance
Standard 2020 (Type 2).

The procedures performed in a limited assurance engagement vary in nature and timing from, and are
less in extent than for, a reasonable assurance engagement, and consequently, the level of assurance
provided is also lower.

Our work consisted of making inquiries of management and of the different units and areas of the
Group that participated in the preparation of the SNFI.SR, reviewing the processes for compiling and
validating the information presented in the report, and applying certain analytical procedures and
sample review tests, which are described below:

— Meetings with Group personnel to gain an understanding of the business model, policies and
management approaches applied, and the principal risks related to these matters, and to obtain the
information necessary for the external review.
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— Analysis of the scope, relevance and completeness of the content of the Report based on the
materiality analysis performed by the Group and described in the section “Definition of Report
Content. Materiality Analysis”, considering the content required by prevailing mercantile legislation.

— Analysis of the processes for compiling and validating the data presented in the SNFI.SR for 2020.

— Review of the information related to the risks, policies and management approaches applied in
relation to the material aspects presented in the SNFI.SR for 2020.

— Review, through meetings with the Group personnel responsible, of stakeholder engagement
model implementation, review of internal documentation on the deployment of the model, and the
nature and scope of the processes defined to comply with Standard AAT000AP (2018), and
evaluation of the reliability of performance information indicated in the aforementioned scope.

— Corroboration, through sample testing, of the information relative to the content of the Report for
2020 and whether it has been adequately compiled based on data provided by the information
sources.

— Procurement of a representation letter from the Directors and management.

Conclusion

Based on the assurance procedures performed and the evidence obtained, nothing has come to our
attention that causes us to believe that:

a)  The SNFIL.SR of Iberdrola, S.A. and its subsidiaries for the year ended 31 December 2020 has not
been prepared, in all material respects, in accordance with prevailing mercantile legislation, the
GRI Standards: comprehensive option, and the Electric Utilities Sector Supplement, based on the
content indicated for each topic in the “Disclosures from the Statement of Non-Financial
Information” and in point 102-54 of the “GRI content index”, respectively, of the aforementioned
SNFIL.SR.

b)  The information included in the “Stakeholder Engagement” section of the SNFI.SR regarding the
principles of inclusivity, materiality, responsiveness and impact have not been prepared, in all
material respects, in accordance with the AATO00AP (2018) AccountAbility Principles Standard.

Recommendations

Without prejudice to the conclusions presented above, our key observations on the application of the
principles of inclusivity, materiality, responsiveness and impact defined in the AAT000AP (2018)
AccountAbility Principles Standard are as follows:

In relation to the principle of INCLUSIVITY

In 2016, Iberdrola approved a stakeholder engagement model based on Standard AA1000 which was
aimed at developing its policy on stakeholder relations (updated in 2020), providing a systematic
framework for engagement with Group stakeholders and creating a corporate culture. In 2020,
progress continued to be made in fostering greater engagement with local stakeholders, drawing up
catalogues for the engagement channels, the matters identified and the associated risks and
opportunities, among other things.
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In keeping with these advances, it is recommended that Iberdrola maintain its decentralisation drive
S0 as to address shareholder expectations at all levels and in all geographical regions, and continue to
review and update its stakeholder engagement model in accordance with the improvements that have
been made and the respective benchmarks.

In relation to the principle of MATERIALITY

The stakeholder engagement model enables lIberdrola to identify material topics, risks and
opportunities of its eight stakeholder groups and three lines of business in its five key countries. In
2020 the reputational perspective was incorporated into the analysis of material topics by stakeholder
group.

In relation to this principle, lberdrola is advised to continue to evaluate the results obtained locally and
globally, allowing the model to provide inputs for other corporate tools, thereby integrating the key
material topics identified in the course of the company’s internal management and decision-making
processes.

In relation to the principle of RESPONSIVENESS

Once all material topics have been identified, the stakeholder engagement model and policies enable
Iberdrola to design and monitor responses that address stakeholder expectations.

In relation to this principle, lberdrola is recommended to continue to ensure that plans and actions
undertaken at every level are communicated to the different types of stakeholders and to evaluate
whether the response has been effective.

In relation to the principle of IMPACT

The 2018 update of the AATO00AP introduced this new principle, which states that organisations
should monitor, measure and be accountable for the impacts of all their actions at all levels.

Iberdrola has tools in place to monitor its impacts which enable it to measure its contribution to
sustainable development through indicators included in the Report. It is recommended that Iberdrola
continue to improve the methodologies for estimating the impact of its entire value chain. It is also
recommended to continue working on monetising the negative and positive impacts of each aspect,
as well as on the analysis of risks and impacts relating to climate change.

Other Matters

On 28 February 2020 a different assurance provider issued a favourable independent assurance report
on the Statement of Non-Financial Information and Sustainability Report of Iberdrola, S.A. and its
subsidiaries for 2019.
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Use and Distribution

This report has been prepared in response to the requirement established in prevailing mercantile
legislation in Spain, and thus may not be suitable for other purposes and jurisdictions.

KPMG Asesores, S.L.

(Signed on original in Spanish)

Patricia Reverter Guillot
25 February 2021
AA1000

Licensed Report
000-38 / V3-21E37
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Introduction

Iberdrola has been a world leader in transparency and in its commitment to a sustainable
and environmentally-friendly growth model since 2004, the year in which the company
prepared its first Sustainability Report. Continuing with this commitment, Iberdrola once
again submits its Statement of Non-Financial Information. Sustainability Report 2020,
approved by its Board of Directors on 23 February 2021.

Iberdrola publishes this report in order to allow its Stakeholders to see the company’s
performance in the area of sustainability during financial year 2020, obtaining detailed
information on the social dividend provided by the group and its contribution to the
Sustainable Development Goals of the 2030 Agenda of the United Nations, in compliance

with the commitments made in the Company’s By-Laws and in its General Sustainable
Development Policy.

Iberdrola thus satisfies the growing demand by society in general, and shareholders and
investors in particular, for companies to provide a detailed report of their non-financial
performance in the environmental, social and corporate governance (ESG) fields, with the
understanding that good performance in these areas is an essential factor for the long-
term success of the companies.

This document forms part of the Management Report of Iberdrola, S.A. and of the
Management Report of Iberdrola, S.A. consolidated with its subsidiaries for financial year
2020, and is subject to the same approval, deposit and publication standards as said
reports. By issuing this report, Iberdrola, S.A. complies with the provisions of sections 262
of the Companies Act (Ley de Sociedades de Capital) and 49 of the Code of Commerce
(Codigo de Comercio) as amended by Law 11/2018, of 28 December, on non-financial
and diversity information, which transposes into the Spanish legal system Directive
2014/95/EU, reporting with the detail required by these laws on environmental and social
aspects, the management of people, diversity, respect for human rights and the fight
against corruption and bribery, particularly describing the risks, policies and results
connected to all of these issues.

This report has been prepared in accordance with the reporting requirements and
recommendations of the Consolidated Set of Global Reporting Initiative’ (GRI)
Sustainability Reporting Standards (Comprehensive option). The document also complies
with the information requirements of the GRI Electric Utilities Sector Supplement.
References to the GRI indicators covered in each section have been added in the texts
(e.g.: 102-7).

Anyone reading the Statement of Non-Financial Information. Sustainability Report 2020
may also access the Annual Financial Report 2020 and the Annual Corporate
Governance Report 2020, as well as the Integrated Report, February 2021, all of which
are accessible in the Annual Reports section of the website, which contains additional
useful information for better understanding Iberdrola’s performance during the year and its
future outlook, based on the principles of transparency and communication set out in the
Stakeholder Engagement Policy.

T All in the latest version available.
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Finally, to facilitate maximum access to other available information, direct links are
included throughout this report to both the corporate website (www.iberdrola.com) and to
other pages of the group, as well as to official documents published thereon in PDF
format. To open these links, click with the left button of your mouse directly on texts
identified with the following format: link example.

Notes:

° The report boundary is described in chapter VI.1. About the Report in this document.

° 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 (.).

° Slight variations may appear in the 2018 and 2019 data with regard to those published in last year’s report due to
rounding of figures. Those cases in which recalculations have been performed are indicated with a footnote. In
those cases where recalculations have been made, it is indicated with a footnote. Because the participation
percentages in some companies differ from 100%, the rounding made may cause the summations to the total
submitted.
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. Letter from the Chairman & CEO

Letter from the Chairman &

CEO

102-14

Ignacio Galan
Chairman of the Board of Directors
& chief executive officer of Iberdrola, S.A.

Financial year 2020 has seen a
strengthening of Iberdrola’s
sustainable enterprise, an
endorsement of the strategy pursued
over the last two decades with a view
to achieving a more competitive,
efficient and environmentally-friendly

. energy system.

In a context plagued with uncertainty,
the group has given clearer signs
than ever of its responsible business
commitment to serve the triangle
formed by shareholders, employees
and society. The plan, consisting of
more than 300 measures
implemented by the company since
the onset of the pandemic, has
enabled it to continue with its
activities, preserving the safety and
health of the workforce and its
partners.

The work performed by all of them has been vital to guarantee the supply of electricity to

the population as a whole and to engage in the

largest investment programme in the

group’s history in a single year, exceeding 9,200 million euros, together with purchases

totalling 14,000 million euros. Thanks to all this, Iberdrola has acted as a strong driving

force for the industrial fabric, speeding up the process of economic recovery and

preserving employment.
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The drive towards the energy transition has continued to be the mainstay of the
company’s strategy. Thus, in 2020 we reached 35,000 MW in renewable capacity,
solidifying our leadership in offshore wind technology with the start-up of the East Anglia
One complex in the United Kingdom and the progress made in the construction of other
wind farms in the United States, France and Germany. We also completed the
construction of photovoltaic plants like Nufez de Balboa and Andévalo, in Spain, and
onshore wind farms like Otter Creek, in the United States.

We have also continued to expand, strengthen and increase the smart content of our
transmission and distribution grids, undeniably constituting the cornerstone of an electric
system based on clean energy. The investments made have been essential to continue
improving service quality for our customers and to solve in record time the problems
caused by the severe storms that battered the United States, Spain and the United
Kingdom during the year.

The group’s decisive focus on the satisfaction of its customers’ needs has led to the
launch of new digital products and services aiming at an increased use of electricity, like
the electrical vehicle and home heating and air-conditioning.

And we have once again demonstrated our capacity for foresight with the boost of an
additional engine for growth, green hydrogen, which will play a critical role in the
decarbonisation of those industries that are more difficult to electrify. The first milestone in
this line of business has been the commencement of what will be the largest green
hydrogen complex for industrial use in Europe, located in Puertollano (Spain), as part of
an ambitious plan to decarbonise the production of ammonia for fertilisers for the leading
Spanish company Fertiberia. In 2020, together with Spanish partners, we also set up
Iberlyzer, a manufacturer of electrolysers, which will allow for the weaving of a strong
industrial fabric in Spain around the renewable hydrogen value chain.

The group’s international presence has also been boosted by the performance of various
corporate transactions in the United States, where the integration of the electric company
PNM Resources has reached the closing stage; in Brazil, where Neoenergia has acquired
the Brasilia distribution company CEB-D; in Australia, with the integration of Infigen, the
leading renewable energy company; and in France, with the acquisition of the wind and
photovoltaic power developer Aalto Power. We have also opened up new platforms for
growth in offshore wind technology in countries like Sweden, Japan and Poland.

The results at year-end 2020 are a faithful reflection of the company’s intense activities
despite the restrictions imposed due to the pandemic. In response to solid operating
performance and the containment of operating and financial costs, the group’s Net Profit
increased by 4.2% to reach 3,611 million euros. This allows us to propose to the

)
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shareholders at the General Meeting a 5% increase in shareholder remuneration
to 0.42 euro per share payable in 2021.

The markets have quite positively responded to our sustainable growth and
internationalisation. The share price rose 27.5% last year, compared to a drop of 15.5% in
the Ibex-35 index and of 5.1% in the Eurostoxx 50. As a result, and after factoring in the
dividends paid, we have been able to post total shareholder return of 32.7% during the
financial year, reaching 124.4% over the last five years.

The company’s market capitalisation at year-end 2020, standing at more than 74,000
million euros, cements our position as the leading company on the Spanish stock
exchange (with an approximately 20% share), the third largest electric utility worldwide by
market capitalisation and the top-ranked European company without a state-owned
interest.

Taking stock of Iberdrola’s contribution to society

We have remained true to our firm commitment to create sustainable value for society as
a whole, and the good performance of the group in financial year 2020 has gone hand in
hand with a strengthening of all the initiatives that comprise our Social Dividend.

Since the start of the health crisis, Iberdrola has been present where help was most
needed, reinforcing service at critical facilities like hospitals and healthcare centres and
donating medical supplies and protective equipment that we made available to the
authorities in each country.

And we have continued to act as an engine for economic growth in order to promote an
early, sustained and inclusive recovery. The 14,000 million euros awarded to our 22,000
suppliers during the past financial year gave them a view that business and employment
would be maintained even in times of extreme uncertainty. With these purchases of goods
and services we continue to foster the development of the industrial fabric in the countries
where we are present, helping to preserve more than 400,000 jobs throughout the world.

We have also continued to promote quality jobs at the internal level, with the hiring of
more than 3,700 new professionals and the provision of more than 53 hours of training per
person during the year. The group thus enhances the abilities of its workforce to face the
new challenges posed by the energy transition.
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With this philosophy in mind, we promote the talent of those who are to be the key drivers
of progress at the company and in society in the future: in 2020 we had more than 900
youths join the company through internships and we further developed our Scholarship
Programme, by means of which we have already provided almost 1,000 grants, allowing
the recipients to receive top-level training at institutions all over the world.

The ongoing improvement of working conditions for Iberdrola professionals also includes
fostering the creation of a favourable, egalitarian, diverse and inclusive work environment.
The new Diversity and Inclusion Policy approved by the Board of Directors this year
strengthens this commitment through the incorporation into our internal rules of the latest
trends in this field.

This will enable us to continue making progress in areas like effective equality between
men and women. Our continuous improvement efforts in this regard were once again
recognised in 2020 with the group’s inclusion in the prestigious Bloomberg Gender
Equality index, Iberdrola being the only Spanish utility that has had a place in all editions
of the report.

Iberdrola’s decade-long leadership in the fields of sustainability and environment was
further boosted in 2020, a year in which the company’s greenhouse gas emissions
dropped to 98 g CO./kWh, one third of the European average and lower than the target
set by some of our main competitors for the year 2030.

This position gives us an incentive to continue improving in the coming years. This is why
in 2020 we allocated approximately 300 million euros to innovation in environmentally-
friendly technologies, and we have set a goal of achieving climate neutrality in Europe by
2030, twenty years before the European target. This investment has been mainly
dedicated to initiatives focusing on renewable energy, smart grids, green hydrogen,
energy storage and digitalisation.

We have been included in the most prestigious world indices, including the Global 100
Most Sustainable Corporations in the World, CDP 2020 Climate Change and Dow Jones
Sustainability Index 2020 in recognition of our continued improvement of sustainability in
all areas of our activity.

Iberdrola has also reaffirmed its commitment to tax responsibility, contributing almost
7,500 million euros to public coffers in the last twelve months and increasing the
transparency of its tax compliance management system, an area in which the company
was a pioneering recipient of certification by AENOR.
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This full-range commitment to the contribution of value to our environment positions us as
an outstanding player on the path towards the achievement of the United Nations
Sustainable Development Goals (SDGs). This report provides a detailed description of
Iberdrola’s direct and indirect contribution to each and every one of the 17 goals
established in the 2030 Agenda.

A future filled with opportunities

The situation experienced in 2020 must lead us, along with all global institutions and
forums, to accelerate the transformation of the economic and social model in order to
increase its sustainability.

Against this background, the plan to 2025 we presented last November confirms
Iberdrola’s pioneering leadership in the energy transition and will act as to spur on the
economic recovery. In a year in which governments all over the world have clearly
asserted that the best recipe to pull out of the crisis is the promotion of a low-carbon
economy, Iberdrola unveiled the largest investment programme in its history, involving the
dedication of 75,000 million euros to the development of renewable energy, smart grids,
energy storage and smart solutions for its customers.

The plan will allow us to double our renewable capacity by 2025 and increase our network
assets by 50%. And all of this with the aim of further contributing to respect for the
environment and generating progress, employment and well-being for society as a whole.

Ignacio S. Galan
Chairman of Iberdrola
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Indexes or organisations

Rating or status?®

2 [ ]
Busiainability
indices

207 hnniversary

I collabormtion vith SAM

Dow Jones Sustainability World Index 2020

Only European utility
included for the past 21
years

i il L

;l.:‘: ' ULULAL Iﬂu

Global 100

Iberdrola selected in 2020

v

FTSE4Good

FTSE4Good

Selected for the index for the
last 11 years

SNCDP

DRIVING SUSTAINABLE ECONOMIES

CDP Climate Change Index 2020

T

CDP

SLibPLR
FHGAGEMINT
LEADER

CDP Supply Chain Index 2020

Iberdrola chosen as CDP
Supplier Engagement
Leader

MSCI

ESG RATINGS @

cco| & | on |mam| A | aa VY

MSCI Global Sustainability
Index Series

Iberdrola selected AAA

TH Y
VI
'y

V.E - Euronext Vigeo Eiris index: World 120,
Eurozone 120 y Europe 120

Iberdrola selected

Y
=" A VY I
( =R A IV | st Clam 20w

Sustainability Yearbook 2020

Classified as “Silver Class”
in the electricity sector

11
rMerco

MERCO 2020

mercoEMPRESAS 2020 and
mercoRESPONSABILIDAD
Y GOBIERNO
CORPORATIVO 2020:
Iberdrola among the 10 best-
ranked companies

ETHISPHERE
WORLD’S MOST

ETHICAL
COMPANIES

2014-2020

Ranking 2020 World's Most Ethical
Companies,
elaborado por el Instituto Ethisphere

Only Spanish company
included. Selected for the
seventh consecutive year as
one of the most ethical
companies in the world

500

Fortune Global 500

Iberdrola selected

2As at the date of approval of this report by the Board of Directors.
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Indexes or organisations

Rating or status?®

Iberdrola included in the
STOXX Global ESG Leaders

Stoxx index and in the most
important indexes
InfluenceMap Iberdrola among top 10

scoring companies

/ Bloomberg

L GenderEquality
" Index K

Bloomberg Gender-Equality
Index 2020

Only Spanish electric utility
included in all editions.
Selected in recognition for its
equal opportunity and
gender equality policies

=
o
8 ISS- Oekom Iberdrola classified as Prime
Qo
Gorporate Iberdrola classified as top
Responsibility Utlllty and World tOp 10 in the
EcoAct 2020 Sustainability
rated by Reporting Performance
ISS-oekom » report
Forbes 2020 GLOBAL Iberdrola selected for Forbes
WORLD'S LARGEST Forbes 2020 Global World’s Largest

PUBLIC COMPANIES 2000

Public Companies 2000

ECPI W) semen
| 4

ECPI Sense in sustainability

Iberdrola included in the
leading indices

) Enargy
Inteligance

El NEW ENERGY
GREEN UTILITIES REPORT

Energy Intelligence

Iberdrola second-place utility
worldwide in the EI Green
Utilities Report 2020

ecovadis

Ecovadis

Gold EcoVadis Medal,
Iberdrola as one of the
companies with the best

Brand Finance

Brand Finance

performance

Among the 500 most
valuable brands at globally

{ ) sustaNaLYTICS

a Morningstar company

Sustainalytics

Iberdrola among the highest
rated utilities

WBA Electric Utilities Benchmark

World Benchmarking Alliance

SE European Utilities Index

WDi (Workforce Disclosure Initiative)

Iberdrola among the top 5 of
the world's 50 most
influential electric utilities

Iberdrola included in the
index

Iberdrola 2020 disclosure
score above the average

285" Index

OpenODS Index

Iberdrola selected as the
leading Spanish company in
the first edition of the
OpenODS Index, with the
highest score among
Ibex-35 companies.
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Purpose and values

102-16 102-26

Iberdrola’s corporate purpose reflects the main social trends and responds to major
economic, social and environmental challenges, reflecting the expectations of the
Stakeholders and defining Iberdrola’s role as an agent of social change and
transformation in the energy sector. It is expressed as follows:

“To continue building together each day a healthier, more accessible
energy model, based on electricity”

This purpose, which goes beyond the traditional concept of mission and vision, describes
Iberdrola’s long-term raison d'étre and contributes to the differentiation of the company
and the generation of trust among all the Stakeholders, expressing:

* The Iberdrola group’s commitment to urgent social need of transforming our
energy model towards a new one that prioritises the well-being of people and the
preservation of the planet.

* The Iberdrola group’s commitment to a real and comprehensive energy transition
based on decarbonisation and electrification of the energy sector and of the
economy as a whole decidedly contributes to the fight against climate change and
atmospheric pollution, and at the same time favours the creation of new
opportunities for economic and social development.

* The foresight of the Iberdrola group, which has spent two decades working to
make this transformation a reality, driving the development of clean energy
throughout the world, and continuing to invest its resources to reach the objectives
of the Paris Agreement.

* The Iberdrola group’s determination to continue building a more electricity-based
energy model, which reduces dependency on the use of fossil fuels and
generalises the use of renewable energy sources, the efficient storage of energy,
smart grids and digital transformation.

* The conviction that a more electricity-based energy model is also healthier for
people, whose well-being in the short term depend on the environmental quality of
their surroundings (air, water, food, biodiversity, etc.), and in the long term to the
success of the fight against climate change.

* The aspiration for the new energy model to also be more accessible to all, thus
favouring inclusiveness, equality, equity and social development.

* The desire to promote this new model in partnership with all players involved and
with society as a whole (including governments, institutions, companies, tertiary
sector and citizenry in general) because this is a tremendous shared challenge to
ensure the sustainable development of the societies in which we live.
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This corporate purpose is aligned with the social dividend strategy, the principles of
Sustainable Development, Corporate Social Responsibility, and thus the 2030 Agenda -
Sustainable Development Goals of the United Nations.

To attain said Purpose, the Iberdrola group condensed its corporate values into the
following three concepts:

* Sustainable energy: the lIberdrola group seeks to always be a model of
inspiration, creating economic, social and environmental value in all of its
surroundings, and with the future in mind.

This value expresses the commitment to:
o Responsibility
o Ethics

o Safety
o Transparency

* Integrating force: the group works with strength and responsibility, combining
talents, for a Purpose that is to be achieved by all and for all.

This value expresses the commitment to:

o Diversity
o Dialogue
o Empathy
o Solidarity

* Driving force: the Iberdrola group makes small and large changes into reality in
order to ease the life of people. And it performs this work while always seeking to
continually improve, efficiently and with high self-imposed standards.

This value expresses the commitment to:
° Innovation

o Simplicity
o Agility
o Foresight

= i @
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Presence and areas of activity

102-4
Iberdrola and its subsidiaries and affiliates carry out their activities in almost thirty
countries. The group concentrates a major portion of its activities in Spain, the United

Kingdom, the United States, Brazil and Mexico; and also in Germany, Portugal, Italy,
France, Ireland and Australia.

The following infographic shows the group’s principal areas of activity. Section “VI.1 Scope
of Information” of this report indicates the countries in which it operates, the activities
performed in each of them and the criteria used to define the significance thereof.

99,111
MW

Total installed capacity

94,923 37,127

Total renewable Employees -
‘i

installed capacity Direct employment

Int ti |
162,842 i &
GWh Net production Directtax contribution
1,206,783 14871
Km Power lines Purchases?

Approximately 400,000

People’ - Direct, indirect and induced employment

(1) Data from a Study of Iberdrola’s Impact, prepared by PwC, for financial year 2019.
(2) Figure associated with the awarded volume of purchases made during financial year 2020.
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Main products and services

102-2 102-6

The main product that Iberdrola makes available to its customers is electricity (through the
operations of its transmission, distribution and wholesale assets and its retail activities),
but the group also offers a broad array of products, services and solutions in the areas of:

* Environmental friendliness, by investing in renewable energy, storage and new
technologies like green hydrogen.

» Digitalisation: implemented within its assets to improve the quality, efficiency and
safety of electricity supply.

* Energy services for our customers: with intelligent and innovative solutions in the
following areas:

o residential, with services like energy storage, heat pumps, self-
consumption and electric mobility.

o industrial: offering comprehensive management of energy facilities and
supplies.

* Distribution and sale of gas.

The “lberdrola” brand

The ‘“lberdrola” brand is a reflection of its Corporate Purpose and Values (see the
"Purpose and values” section of this chapter I.1), and is based on the company’s strategy,
which gives it credibility and strength. The brand attempts to convey the company’s
commitment to the sustainable creation of value for all of its Stakeholders, contributing to
the development of the communities in which we do business and to the well-being of
people, providing a high-quality service and offering environmentally-friendly, efficient and
innovative energy solutions.

Iberdrola seeks to identify and adjust to the needs of each of the countries in which it does
business. The company has used its experience in each market to strengthen its brand
value, and beyond the location of the business, it has created a brand culture based on a
global/local balance.

Iberdrola has the brand names listed in the table below at year-end 2020:
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Spain Internatsomnal :.'ll:rl?'-'1|\‘ll"gl.]c|l1 United States Migxico Brazl
i eeroroLn | ddBERDROLA, | il Gl scOTTISHPOWER il aoncrio i iBERDROLA |veoco il NEOENERGIA
I | I | | |
i e e
" IBERDMSLUA ﬁlﬂﬂﬂ& '_#-g\-\.EL gﬁbﬂﬂu #m *mrw.mmi “m:!fuumg QMKI BANGRID  RSANGRID EMERDOLA gﬂm ‘rm?‘m | HEOENERGIS
EEPAGS ERPARA BENCAARLES BINEWARLEY e RFNEWARES METWORAY WA d VO
EDNOVARLY CLMULALON WTERNACONAL SEINCAARES ERERA O
[ oo i i Ld
IBERDROUL = HIERLHCLA IBERDRCLR, " BANCIE MECHNERGEA
PORTUGAL  PORTUGAL ul SAD PAULO
ALY TALY MAINE RIO GRANDE
CERMANY  GERMANY ROCHESTER DO NORTE
BULGARIA us. NEW YORK BAHIA
IRELAND  IRELAND BERKSHIRE PERNAMBUCO
FRANCE FRANCE CONNECTICUT BRASILIA
ROMANIA
GREECE
HUNGARY
SOUTH AFRICA
AUSTRALIA
Jre

The table above shows the most important brands having the largest operational and
market presence in each country. The company has other brands at the local and
business level.
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Key operating figures®

Installed capacity, output, networks and users

At year-end 2020, the Iberdrola group had 55,111 MW of total installed capacity of which
34.820 MW are renewable.

EU1

Installed capacity by energy source (MW)

2020 2019
Renewables 34,820 31,939
Onshore wind 18,471 16,787
Offshore wind 1,258 964
Hydroelectric 12,864 12,864
Mini-hydro 303 306
Solar and others 1,923 1,018
Nuclear 3,177 3,177
Gas combined cycle 8,777 8,377
Cogeneration 1,191 1,335
Coal 0 874
Total own installed capacity 47,965 45,702
Renewables 103 103
Onshore wind 103 103
Gas combined cycle 7,043 6,277
';:lt:zileisnstalled capacity for third 7,146 6,380
Total 55,111 52,082

For its part, 79,2% of total own installed capacity is associated with emission-free
technologies.

% Operating figures include figures corresponding to partially owned and uncontrolled companies, applying the percentage
interest.
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EU2

Net electricity output by energy source (GWh)

2020 2019
Renewables 67,846 59,072
Onshore wind 39,183 37,216
Offshore wind 4,380 2,211
Hydroelectric 22,034 17,941
Mini-hydro 682 618
Solar and others 1,568 1,086
Nuclear 24,316 23,738
Gas combined cycle 24,513 22,266
Cogeneration 6,550 8,825
Coal 237 349
Total own production 123,463 114,250
Renewables 218 227
Onshore wind 218 227
Gas combined cycle 39,160 37,281
Total third-party production 39,378 37,508
Total 162,842 151,758

Approximately 75% of own production is associated with emission-free technologies.

The following table shows the net output for 2020 broken down by country and technology
type.

2020 net electricity output by technology and country (GWh)

Spain l.Jnited United Brazil México IEl
Kingdom States Own Third-party
Renewables 25,919 6,677 19,371 10,681 1,658 218 3,540
Nuclear 24,316 0 0 0 0 0 0
Syislecomb'”ed 7,216 0 6 2,440 14,841 39,160 10
Cogeneration 2,166 0 2,745 0 1,640 0 0
Coal 237 0 0 0 0 0 0
Total 59,854 6,677 22,122 13,122 18,138 39,378 3,550

Revenues from the nuclear generation and coal businesses were 2.6% and 0%,
respectively, of the total revenues of the group in 2020.
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In 2020, 97.2% of production was achieved using local sources of energy*, as shown in

the following table:

2020 production with local sources of energy (%)

Spain 83.3%
United Kingdom 100.0%
United States 100.0%
Brazil 100.0%
Mexico 100.0%
IEI 100.0%
Iberdrola group average 97.2%

At year-end 2020 the companies of the group, as a whole, handled a total of 34.4 million
users (33.9 million in 2019). Of this total, 30.1 million users are of electricity, and the rest

of the users are of gas. It should be noted that more than 86% are residential.

EU3 102-6

Electricity users (%)

2020 2019° 2018
Residential 85.8 855 90.2
Industrial 1.0 1.0 0.9
Institutional 1.0 0.9 0.9
Commercial 10.3 10.7 5.9
Other 1.9 1.8 2.1
Total 100.0 100.0 100.0
Users who are producers (No.)

2020 2019 2018
Users that are also producers of 141,483 96,465 87,081 °

electricity

In Brazil the number of self-consumption customers is increasing considerably, driven by
existing generous regulations that incentivise these practices. 25,714 Neoenergia’s

customers were also producers of electricity in 2020.

4 All renewable and non-renewable sources available in the country, as well as nuclear fuel acquired from the Spanish

company Enusa, are considered local sources of energy.

51n 2019 there was a change in Spain in the classification between residential, commercial and industrial users.
® Data recalculated with respect to the data published in 2019.
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This number reached 38,328 users who were producers in the United States.

The group operates more than 1.2 million kilometres of transmission and electricity
distribution lines.

The following table shows the detail by type of line. Due to the nature of the electricity
systems in each country, the voltage levels used to classify lines as transmission or
distribution are different.

EU4

Power lines (Km)’

2020 2019° 2018

Transmission

Overhead 17,871 17,841 17,765
Underground 1,234 1,292 1,244
Total 19,105 19,133 19,009
Distribution

Overhead 994,971 979,703 962,940
Underground 192,707 192,452 191,723
Total 1,187,678 1,172,155 1,154,663
Total 1,206,783 1,191,288 1,173,672

During financial year 2020 the companies of the group produced electricity with a volume
of 162,842 GWh, distributed 224,988 GWh of electricity, and supplied 114,758 GWh of

gas.

Products or services provided

2020 2019 2018
Net electricity production (GWh) 162,842 151,758 145,605
Electric power distributed (GWh) 224,988 233,541 233,435
Gas supplies to users (GWh) 114,758 127,948 126,341

Operations (locations)

The Iberdrola group has identified more than 1,500 sites at which the company operates.
In order to properly report on such a large number from the viewpoint of the disclosures
required by the GRI Standards, rationalisation criteria have been used; accordingly, the
number of Iberdrola’s locations of operation at year-end 2020 is deemed to be 183 for the
purposes of this report.

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.
8 The 2019 figures for the United States in this report were recalculated with respect to those published in the 2019 report.
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Detailed information on these locations and on the criteria used to define them can be
found in Annex 1 Supplementary Information

Employees
The group had 37,127 employees at year-end 2020, with the following breakdown by
country.
102-7

9
Employees

2020 2019 2018

Spain 9,594 9,587 9,822
United Kingdom 5,563 5,637 5,611
United States 7,031 6,597 6,449
Brazil 12,814 11,746 10,749
Mexico 1,307 1,291 1,112
[=] 818 516 335
Total 37,127 35,374 34,078

The distribution by types of employment and contract is reflected in the following table:

102-8

Employees at year-end

2020 2019 2018

Men Women : Total Men Women : Total Men Women : Total
By
employ- Full-time 27,298 7,944 35242 27,071 7,670 34,741 25016 7,338 32,354
ment
type Part-time 1,189 696 1,885 54 578 632 1,102 622 1,724
E?’type Permanent . 28,365 8,599 36,964 26,890 8,179 35,069 25,841 7,890 33,731
contract : Temporary 122 41 163 236 69 305 277 70 347
Total "° 28,487 8,640 37,127 27,125 8,248 35374 26,118 7,960 34,078

Policies regarding subcontracted personnel are set out in the "Creation of employment

and salaries" section of chapter V.1.

® The figures in the table reflect the number of employees at year-end 2020, without distinguishing between full-time/part-
time employees. To perform statistical analysis regarding labour costs, it is recommended to use the number of employees
in terms of Full Time Equivalents (FTEs): 33,747 in financial year 2018, 35,120 in financial year 2019 y 36,915 in
financial year 2020.

1% The high percentage of full-time permanent contracts, and low turnover, properly represent the average data on contracts
at year-end.
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Revenue, equity and assets

The main figures relating to turnover, value of assets and liabilities and composition of
consolidated property, plant and equipment can be seen in the 2020 Annual Financial

Report.

www.iberdrola.com Statement of Non-Financial Information. Sustainability Report 2020 M IBERDROLA


https://www.iberdrola.com/wcorp/gc/prod/en_US/corporativos/docs/gsm21_FinancialStatements_AuditorsReport_Consolidated.pdf
https://www.iberdrola.com/wcorp/gc/prod/en_US/corporativos/docs/gsm21_FinancialStatements_AuditorsReport_Consolidated.pdf
https://www.iberdrola.com/wcorp/gc/prod/en_US/corporativos/docs/gsm21_FinancialStatements_AuditorsReport_Consolidated.pdf
https://www.iberdrola.com/

@ I. Iberdrola, the utility of the future |  1.1. About Iberdrola 28

Corporate and governance structure, ownership
and legal form

102-7
Iberdrola is a sociedad anénima (public limited company) organised under Spanish law.

The corporate and governance of the Iberdrola group is reflected in the following chart:

Corporate and Governance Structure of Iberdrola, S.A.

Board of Directors
|
Chairman & |
CEO Consultative Committees
+ Audit and Risk Supervision Committee
Management Executive Appointments Committee
Team Committee Remuneration Committee
Sustainable Development Committee
|
Country Subholding Companies
|
[ [ [ | |
Iberdrola
Iberdrola . . Avanarid’ _— Iberdrola p
Espaiia ScottishPower g Neoenergia Mésico Energ_la
Internacional

Head of Business Companies

(1) Company listed on the New York Stock Exchange.
(2} Company listed on the New Market segment of BOVESPA (Brazil).

Such corporate and governance structure is articulated on the grounds described below,
which differentiate between the duties of supervision and control, on the one hand, and
those of day-to-day administration and effective management, on the other:

a. Board of Directors of the Company: approval of the strategic goals of the group
and the definition of its organisational model, as well as supervision of compliance
therewith and development thereof.

b. Chairman & CEO, with the technical support of the Operating Committee, the
Business CEO (consejero-director general de los Negocios) and the rest of the
management team: duty of organisation and strategic coordination of the group.

c. Country subholding companies: strengthening of the duty of organisation and
strategic coordination through the dissemination, implementation and supervision
of general strategy and basic management guidelines at the country level. These
entities group together equity stakes in the energy head of business companies
carrying out their activities within the various countries in which the group does
business.
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One of the main functions of the country subholding companies is to centralise the
provision of services common to the head of business companies, always in
accordance with the provisions of applicable law and especially the legal
provisions regarding the separation of regulated activities. Country subholding
companies have boards of directors that include independent directors and their
own audit committees, internal audit areas and compliance units or divisions.

The group’s listed country subholding companies (currently Avangrid, Inc. and
Neoenergia, S.A.) have a special framework of strengthened autonomy. In
particular, all transactions between the listed country subholding company and the
subsidiaries thereof with the other companies of the group require approval by a
specific committee of the board of directors of said country subholding company
made up solely of directors not linked to Iberdrola. The special framework of
strengthened autonomy is implemented in the respective contracts signed by the
Company with each listed country subholding company.

Head of business companies assume decentralised executive responsibilities,
enjoy the independence necessary to carry out the day-to-day administration and
effective management of each of the businesses and are responsible for the day-
to-day control thereof. They are organised through their respective boards of
directors, which include independent directors where appropriate, and
management decision-making bodies; they may also have their own audit
committees, internal audit areas and compliance units or divisions.

The corporate configuration and governance principles described above make up the
corporate and governance structure of the group. This structure operates jointly with the
group’s Business Model (see chapter 1.3 “Business model and strategy”), which seeks the
global integration of the businesses and aims to maximise the operational efficiency of the
various business units. It also ensures the dissemination, implementation and monitoring

of the

general strategy and of the basic management guidelines for each of the

businesses, mainly through the exchange of best practices among the various companies
of the group, without reducing the decision-making autonomy of each of them.

Governance structure

Board of Directors

102-18

As at 31 December 2020, Iberdrola’s Board of Directors is made up of 14 members:
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Board of Directors
Position Director Status Nationality Date_ of last Date. of last
appointment appointment
Chairman & José Ignacio . .
CEO Sanchez Galan Executive Spain 21-05-2001 29-03-2019
Vice-Chair and
Lead Juan Manuel .
Independent Gonzalez Serna Independent Spain 31-03-2017 31-03-2017
Director
Director Ifigo Victorde - o ternal Spain 26-04-2006 02-04-2020
Oriol Ibarra
Director Samantha Barber Other external | United Kingdom 31-07-2008 02-04-2020
Director Maria Helena Independent  Spain - France 26-03-2010 29-03-2019
Antolin Raybaud P P
Director José W. Independent  United States 17-02-2015 29-03-2019
Fernandez
Director Manuel Moreu Independent Spain 17-02-2015 29-03-2019
Munaiz
Director Xabier Sagredo Independent Spain 08-04-2016 29-03-2019
Ormaza
Director / Francisco
. Martinez Executive Spain 31-03-2017 31-03-2017
Business CEO .
Coércoles
Director Anthony L. Independent  United States 13-04-2018 13-04-2018
Gardner
Director Sara de la Rica Independent Spain 29-03-2019 29-03-2019
Goiricelaya
Director Nicola Mary Independent  United Kingdom 02-04-2020 02-04-2020
Brewer
Director Regina Helena Independent Brazil 02-04-2020 02-04-2020
Jorge Nunes
Director Angel Jesus Independent Spain 20-10-2020 20-10-2020

Acebes Paniagua

Secretary (non-member): Julidan Martinez-Simancas Sanchez.
First Deputy Secretary (non-member): Santiago Martinez Garrido.

Second Deputy Secretary (non-member): Ainara de Elejoste Echebarria.

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

The composition of the Board of Directors is shown below:
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405-1 102-22

Composition of the Board of Directors

2020 2019 2018
N° % N° % N° %

Men 9 64 8 57 9 64
By gender

Women 5 36 6 43 5 36

Between 31 and 1 7 2 14 2 14
By age group 50 years old

Over 51 years old 13 93 12 86 12 86
Total 14 100 14 100 14 100

Executive Committee
102-22 102-23

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 assisting the Board of Directors in the
ongoing supervision of the implementation of the strategy, compliance with objectives and
the governance model and in submitting proposals to the Board of Directors or making
decisions in urgent cases regarding all strategic issues, 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
Chairman José Ignacio Sanchez Galan Executive
Member Manuel Moreu Munaiz Independent
Member Samantha Barber Other external
Member Juan Manuel Gonzélez Serna Independent
Member Angel Jesus Acebes Paniagua Independent

Secretary (non-member): Julian Martinez-Simancas Sanchez.

Chairman & CEO

The chairman of the Board of Directors is also the chief executive of Iberdrola. His re-
election was proposed and approved by the shareholders at the General Shareholders’
Meeting held on 29 March 2019. Such proposal was supported by two reports: one
prepared by a prestigious independent expert (PricewaterhouseCoopers Asesores de
Negocios, S.L.) and the other by the Board of Directors itself. It was also favourably
reported upon by the Appointments Committee.
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The initiative for this proposal was led by the lead independent director, who held
meetings with the non-executive directors, who unanimously proposed the re-election of
the chairman & CEO. By virtue thereof, the Board of Directors prepared the corresponding
proposed resolution for the General Shareholders’ Meeting on the following basis:

* The positive evaluation of the performance of the chairman & CEO during his
entire term, his strategic vision and management capacity, demonstrated in the
financial and non-financial results of the Company.

* His decisive role in the preparation and implementation of the Strategic Plan.

* The decentralised corporate structure of the Iberdrola group, which allows for the
global integration of the Businesses, achieving maximum operational efficiency
and ensuring the efficient implementation and supervision of the general strategy,
the main management guidelines and best practices.

* The existence of efficient governance bodies that have strong and appropriate
checks and balances mechanisms, all clearly defined and described in the
Company’s Governance and Sustainability System. In particular:

> Ahigh level of independence of the Board of Directors and its committees.

o The continuous refreshment of the composition of the Board of Directors
with highly qualified members, each of whom contributes the skills required
to drive forward Iberdrola’s long-term strategy.

° The permanent commitment of Iberdrola’s Board of Directors to
maintaining an active and constructive dialogue with its shareholders and
with all of its Stakeholders in order to explain its strategy and activities.

o The existence of a vice-chair and a lead independent director with clear
and strengthened powers, including participation in planning the schedule
and the agendas for the meetings of the Board of Directors, maintaining
contacts with the shareholders, and leadership in evaluating the
performance of and the process of succession for the chairman & CEO.

102-19

The company also has a Business CEO (Consejero director-general de los Negocios),
who has been specially appointed by the Board of Directors, with responsibility for all the
Businesses of the group in order to support the chairman & CEO (together with the
management team) in the function of strategic organisation and coordination of the group.
In addition, the company has a structure of executives and employees authorised to
implement its strategy and basic management guidelines, with powers provided under two
operating principles: (i) the principle of joint action, which governs the exercise of the
powers that are of a decision-making or organisational nature; and (ii) the principle of
solidarity, which governs the exercise of powers of mere representation.
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Permanent internal informational and consultative bodies within the Board of Directors,
without executive powers, with informational, advisory and proposal-making powers within

their scope of activity.

* Audit and Risk Supervision Committee. Performs 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/financial and non-
financial information, the auditing of accounts and compliance, all upon the terms

established in its Regulations.

Audit and Risk Supervision Committee

Position Director Status
Chairman Xabier Sagredo Ormaza Independent
Member José W. Fernandez Independent
Member Regina Helena Jorge Nunes Independent

Secretary (non-member): Rafael Sebastian Quetglas.

* Appointments Committee. Performs duties relating to the selection, appointment,
re-election and cessation in office of the company’s directors and senior officers
upon the terms established in its Regulations.

Appointments Committee

Position Director Status
Chair Maria Helena Antolin Raybaud Independent
Member Anthony L. Gardner Independent
Member Angel Jesus Acebes Paniagua Independent

Secretary (non-member): ifiigo Gémez-Jordana Moya.

* Remuneration Committee. Performs duties relating to the remuneration of the
company’s directors and senior officers upon the terms established in its

Regulations.

Remuneration Committee

Position Director Status
Chairman Juan Manuel Gonzalez Serna Independent
Member ifiigo Victor de Oriol Ibarra Other external
Member Manuel Moreu Munaiz Independent

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

www.iberdrola.com
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* Sustainable Development Committee. Performs duties relating to the review and
update of the Governance and Sustainability System, determines the standards for
preparing the Statement of Non-Financial Information, and supervises the
sustainable development, human resources, equal opportunities, occupational
health and safety, stakeholder relations, respect for human rights, sustainability,
and other policies, upon the terms established in its Regulations.

Sustainable Development Committee

Position Director Status
Chair Sara de la Rica Goiricelaya Independent
Member Samantha Barber Other external
Member Nicola Mary Brewer Independent

Secretary (non-member): Fernando Bautista Sagliés

For more detailed information regarding the composition, operation and activities carried
out by the governance bodies of the company, see the Activities Report of the Board of
Directors and of the Committees thereof.

Beneficial ownership

102-5

At 31 December 2020, the company’s share capital totalled 4,762,545,750 euros,
represented by 6,350,061,000 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 institutional investors 69.79%
*  Domestic institutional investors 8.17%
« Retail shareholders 22.04%

No shareholder holds or has held a controlling interest in the equity structure of the
company. Below is a table showing those shareholders who hold a significant interest'" in
the equity of Iberdrola or in the voting rights during the last three financial years.

" Defined according to Royal Decree 1362/2007 and Circular 2/2007, of 19 December, of the National Securities Market
Commission.
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Significant shareholders and percentage of direct and indirect
voting rights (%)

31/12/2020 31/12/2019 31/12/2018
Qatar Investment Authority 8.71 8.69 8.65
BlackRock, Inc. 5.16 5.16 5.13
Norges Bank 3.60 3.43 3.33

As at the date of preparation of this report, the share capital of Iberdrola, S.A. totals
4,813,617,000 euros and is made up of 6,418,156,000 shares, each having a nominal
value of 0.75 euro, which are fully subscribed and paid up.
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Iberdrola COVID-19 social responsibility model

iberdrola’'s global
response to the
coronavirus crisis

(COVID-19)

@& IBERDROLA )

Given that electrical infrastructure is a critical and strategic asset in all the countries in
which |berdrola operates, and in view of the global health crisis, the company has
continued to offer an essential service with the maximum assurances of quality and
continuity since the early months of 2020, thanks to the dedication, reaction capacity,
commitment and availability of its workforce. In addition to ensuring supply in all territories
and to all its customers, the group established priority service channels for hospitals,
healthcare centres and other essential community services during the COVID-19 crisis,
activating a special plan for hospital centres, and immediately implementing measures
aiming to protect the health and safety of the workforce, employees, customers and
society in general to alleviate the crisis caused by the pandemic.

The acquisition of healthcare and prevention equipment, in coordination with government
authorities, has formed part of the group’s global response to the coronavirus health crisis,
which has taken into account the impact on employees, suppliers and the most vulnerable
groups in society. Since the onset of the pandemic, lberdrola has acquired 400
respirators, over 4 million masks, 242,000 pairs of overalls and 30,000 safety goggles,
valued at 30 million euros.

Iberdrola activated its action plan from the earliest point of the pandemic, implementing
over 150 measures to ensure supply in the countries where it operates and meet the
needs of the most vulnerable groups and customers.

The actions were focused on strengthening energy service to 350 hospitals and medical
facilities during the state of emergency. Moreover, coinciding with the coronavirus
outbreak and to contribute to the recovery of the economy and employment, it decided to
bring forward orders to suppliers valued at 11,000 million euros'? in the first quarter and to
increase its investments this year to 10,000 million euros.

12 At the date of publication of the report
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Among other measures, Iberdrola has approved plans to make it easier for customers to
pay their bills and to maintain supply to vulnerable users, particularly the elderly and with
disabilities people, and has promoted digital customer services channels in all countries.

Furthermore, the expenses for holding Shareholder Day on the date of the General
Shareholders’ Meeting, which was held 100% virtually on 2 April, were instead allocated to
acquiring healthcare equipment.

Iberdrola’s employees also participated in immediate assistance, creating a network of
volunteers who manufactured protective shields using 3D printers, masks and safety
goggles, among other equipment. These actions have been carried out in Mexico, Brazil,
the United States, Spain and the United Kingdom, with a very positive response that has
also yielded assistance in distributing food, care for the elderly and disabled, food
vouchers, donations and support for the most vulnerable communities through the
commitment of almost 9,600 volunteers in the fight against COVID-19.

Iberdrola has become the first corporate group to certify its COVID-19 action protocol with
Aenor globally and at all its subsidiaries. This certificate endorses its actions to tackle the
coronavirus pandemic, guaranteeing the health and safety of individuals as well as the
maintenance and quality of the energy supply.

According to Merco, Iberdrola is the electric utility with the greatest commitment and social
responsibility in view of the COVID-19 pandemic. Values such as job maintenance and
employee care, support to the healthcare system through donations of equipment,
advance purchases from suppliers, executives leading by example, putting logistical and
industrial capacity into service for society, support to the those who need it most, and
volunteer activities, have been recognised by Merco, which highlights the social
responsibility model of the companies selected in view of the health emergency.

www.iberdrola.com Statement of Non-Financial Information. Sustainability Report 2020 ﬁ“ IBERDROLA



https://www.iberdrola.com/

. I. Iberdrola, the utility of the future |  1.2. Iberdrola’s contribution to the SDGs

www.iberdrola.com Statement of Non-Financial Information. Sustainability Report 2020 IBERDROLA



https://www.iberdrola.com/

. I. Iberdrola, the utility of the future |  1.2. Iberdrola’s contribution to the SDGs 39

Introduction

In September 2015, the Member States of the United Nations adopted 17 Sustainable
Development Goals (hereinafter, SDGs), as part of the 2030 Agenda for Sustainable
Development. These goals are designed to, among other things, end all forms of poverty,
fight inequalities and injustice and tackle climate change.

The success of the Agenda will be the result of the collaborative efforts of all of society.
Companies have been included in this process for the first time, in their role as promoters
of innovation and engines for economic development and employment. Strong and
visionary business leadership is essential for achieving the necessary transformation that
the SDGs require.

Iberdrola recognises that the SDGs offer a new vision that allows us to translate global
needs and desires into solutions. They propose a new viable model for long-term growth
and will contribute to companies developing more solid strategies. The integration of the
SDGs into business plans strengthens the identification and management of material risks
and opportunities and costs, the creation of and access to new markets, and innovation in
the business models - making them more efficient and thus aligning the strategy and
expectations of the company with its employees, customers, suppliers and investors and
the communities in which it operates.
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References to SDGs in this Report

This report is a compendium of the annual performance of the company in the area of
sustainable development, of its strategy in this regard, and of the principal activities and
projects undertaken.

To facilitate an analysis from the viewpoint of its contribution to the 2030 Agenda, it is
important to establish a relationship between the activities that Iberdrola describes
throughout this report and the various SDGs that are furthered by the performance
thereof. Therefore, the SDGs to which the company contributes are identified in each
section, based on the mapping laid out in “SDG Compass — A Guide for Business Action
fo Advance the Sustainable Development Goals”, as well as the recent document
published by GRI and the UN Global Compact “GRI-UNGC Business Reporting on SDGs.
An Analysis of Goals and Targets”, but only including those SDGs to which the company
believes it makes a significant contribution.

Annex 2 provides more detailed information regarding Iberdrola’s contribution to the SDGs

and related goals, as well as the related GRI disclosures and the pages on which the
corresponding performance information can be found.
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Commitment to the SDGs

As a result of the continuing dialogue with its Stakeholders, and aware of the
unquestionable economic, social and environmental impact of all its activities, Iberdrola
has a sustainable development strategy aligned with the group's implementation of a
business enterprise focused on the sustainable creation of value, primarily based on its
Purpose and Values, and respect for Human Rights. Thus, it promotes initiatives that
contribute to bringing about a more just, equal and healthy society, and, in particular, to
achieving the SGDs, notably those relating to Affordable and clean energy (SDG 7) and
Climate action (SDG 13), through specific lines of action focused on universal access
(SDG 7.1), increasing renewable energy (SDG 7.2) and developing measures to improve
energy efficiency (SDG 7.3) using tools such as fostering innovation (SDG 9), education
(SDG 4), protection of biodiversity (SDG 15), gender equality (ODS 5) in particular, and
reduced inequalities (SDG 10) in general, which essentially entails protecting
disadvantaged groups. All of this has a direct impact on reducing emissions and
decarbonising the economy.

Iberdrola has linked its business and sustainability strategy to the Sustainable
Development Goals (SDGs) since they were set in 2015, and in 2018 it approved an
update of its Corporate Governance System, which was mainly intended to formalise the
Iberdrola group’s commitment to the SDGs, underscoring the group's contribution to
achieving them with the social dividend generated through its business activity.

This reform, which was accompanied by a corresponding reform of the various
governance policies and standards (which are regularly updated), has shown that
businesses that have dealt best with the social, economic and, above all, health crisis,
caused by COVID-19, have been those with the most robust and stable corporate
governance system.

In December 2020 Iberdrola reformulated its governance and sustainability system,
structuring it around environmental, social and corporate governance (ESG) standards
aligned with its sustainable development strategy and its social dividend, which cemented
the company’s position at the forefront of best international corporate governance
practices, while the impact of COVID-19 has underlined the need to base the recovery
from the crisis on social and sustainability parameters.

The SDGs thus inspire or are included as a fundamental element in the following areas:

. By-Laws

. Purpose and Values of the Iberdrola group and Code of Ethics

. Corporate governance and regulatory compliance policies

. Sustainable development policies

. Governance rules of corporate decision-making bodies and of other

functions and internal committees
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Ultimately, it is an attempt to cause all Stakeholders to participate in the social dividend
generated by the company’s activities, or shared value, which is the sum of all the
economic, social and environmental impacts that a company generates through its
activity, within the environment in which it does business.

The General Sustainable Development Policy introduces the principles governing the
various corporate policies on sustainable development and give structure to the
foundations governing the group’s sustainable development strategy. All of them are
intended to guarantee the alignment of all the group's actions with the Company’s bylaw-
mandated commitment to the social dividend and the SDGs. Section 1.3 “Policies and
Commitments” describes the content and focus of these policies.

It should be noted that the company’s commitment to contribute to the SDGs is
supervised by the governance bodies. Thus, the Sustainable Development Committee of
the Board (the composition and duties of which are described in the “Corporate
governance” section of chapter IV.1) is vested with the power to, among other things,
“Monitor the group’s contribution to the achievement of the SDGs”.

Furthermore, given the cross-sectional nature of the SDGs within the group, Iberdrola has
a global SDG Advisory Committee, a multidisciplinary team that meets every three or four
months in order to review the actions taken by Iberdrola and analyse the alignment
thereof with the SDGs, in addition to proposing new challenges and encouraging actions
that help to achieve the goals that have been set. The SDG Advisory Committee held
three meetings during 2020.

Activities to raise awareness of the SDGs

Iberdrola wants to disseminate and raise the awareness of its employees regarding the
importance of achieving the SDGs, and of the capacity of each of their activities, as a
company and as individuals. These activities include:

* Communication and promotion of a campaign called “The SDGs and Me”, which
defines each of these Goals, Iberdrola’s position and the activities that each
person can perform in their daily life to improve them.

e At the internal communication level, the various notices included in the intranet
have a graphical link to the SDGs.

» Various social campaigns defining their link to the SDGs have been launched.

* All volunteering campaigns, as well as the social contributions made by the group
and its foundations, have been linked to the SDGs they seek to improve.
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Our main focus: SDGs 7 and 13

Iberdrola focuses its efforts on the SDGs where its contribution is most significant: the
supply of accessible and non-polluting energy (goal 7) and climate action (goal 13). This
commitment forms part of its governance model and of the sustainable management of
the company, and is formalised in objectives that are tied to the remuneration of the
management team: the shareholders at the 2017 General Shareholders’ Meeting
approved a long-term incentive plan linked to their contribution to the achievement of
these two Goals. For its part, at the 2020 General Shareholders’ Meeting, the Board of
Directors approved a new long-term remuneration plan (Strategic Bonus 2020-2022)
linked to both economic/financial performance (changes in Net Profit, Financial Strength
and Total Shareholder Return) and contribution to the UN 2030 Agenda and the
Sustainable Development Goals (SDGs). In relation to this last item, these are objectives
referring to the fight against climate change, the drive for sustainability in the supply chain
and the commitment to equal pay for men and women, which contribute to SDGs 3, 5, 6,
7,13, 14 and 15.

The following tables show the disclosures in this report where it can be seen how the
company contributes to the achievement of these two goals and their related aspirations.

Goal 7: Affordable and sustainable energy

Ensure access to affordable, reliable, sustainable and modern energy for all

The “Electricity for All” programme is Iberdrola’s response to the call of the international
community to extend universal access to modern forms of energy, with environmentally
sustainable, financially affordable and socially inclusive models. It is intended to ensure
access to electricity in emerging and developing countries and to protect vulnerable
customers in the developed countries in which are present. For more information, see the
“Electricity for All Programme” section.

Goal for the “Electricity for All" programme: bring electricity to
16,000,000 million people by 2030 who today lack access to this
energy source in emerging or developing countries.

Commitment to renewables. Iberdrola, a global leader in renewable energy, focuses on
decarbonising the economy through green electrification that is possible thanks to the
stimulus of and investment in renewable technologies. At year-end 2020 Iberdrola had 35
GW of renewable capacity installed, after adding more than 5.7 GW during the 2019
-2020 period.
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13 feov Goal 13: Climate action

3 2

Take urgent action to combat climate change and its impacts

The group recognizes the seriousness of the threat that global warming entails, which
must be faced in a coordinated manner with governments, multilateral agencies, the
private sector and society. It is thus committed to assuming a leading role in the fight
against climate change through its Climate Change Policy, in which it undertakes to lead
the fight against climate change and to encourage a corporate culture focused on
promoting awareness-raising amongst all of its Stakeholders regarding the magnitude of
this challenge and the benefits associated with the resolution thereof, identifying specific
actions in the area of mitigation and adaptation.

“Iberdrola has set a goal of reaching global carbon neutrality by 2050
and reducing its emissions intensity to 50 gCO./kWh globally by
2030.

It has also set a goal of reducing absolute greenhouse gas (GHG)
emissions in scopes 1, 2 and 3, which has been approved by the
Science-Based Target initiative.”

A strategic pillar to achieve this relies on the group’s investment plan, supported by
innovation initiatives, focused on decarbonisation of the energy mix, increasing its
resiliency and strengthening its leadership in renewable energy, smart grids, efficient
storage and clean technology.

Alliances, awareness-raising and reporting

Iberdrola supports ambitious approaches to 2030 and 2050 within the framework of the
climate policies and has made commitments to the main international organisations and
business coalitions, playing a leadership role in the fight against climate change at the
international institutional level. An example of this leadership is Iberdrola, along with 11
other European companies, joining the European CEO Alliance, an initiative that supports
the objectives of the Paris Agreement for 2050, the EU’s Green Deal and even greater
ambitions in terms of the EU’s climate goals.

Moreover, as a sign of the Group’s commitment to transparency in managing the risks and
opportunities of climate change, Iberdrola was one of the first companies to publicly
commitment to implementing the recommendations issued by the Financial Stability
Board’s (FSB) Task Force on Climate-related Financial Disclosure (TCFD) working group
in its 2020 public reports. In 2016 Iberdrola included a Plan for Raising Social Awareness
on Climate Change, with initiatives aimed at different audiences, as an additional focal
point for its climate change activities. To show the actions performed in this area.
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Iberdrola’s contribution to SDGs 7 and 13
GRI _n
Indicator Description Pag.
Goal of the 2030 Agenda (SDGs)
Own Number of beneficiaries of the 256
indicator  Electricity for All programme
. E.U2.6 Proportion of population of
7.1.- By 2030, ensure universal access to affordable, Shift indicator distribution zones with access to 256
reliable and modern energy services. C070101 electricit
from SDG y
EU28 Power outage frequency 230
EU29 Average power outage duration 231
Own Installed capacity from renewable 23,
indicator  sources (MW or %) 462
7.2.- By 2030, increase substantially the share of Own Power produced from renewable 24,
renewable energy in the global energy mix. indicator  sources (MWh or %) 464
302-1 Energ_y cc_msumptlon within the 122
organization
302-4 Reduction of energy consumption 124
7.3.- By 2030, double the global rate of improvement Reductions in energy requirements
. . 302-5 / 127
in energy efficiency. of products and services
EU30 Average plant availability 409
7.a.- By 2030, enhance international cooperation to
facilitate access to clean energy research and
technology, including renewable energy, energy
efficiency and advanced and cleaner fossil-fuel
technology, and promote investment in energy
infrastructure and clean energy technology.
7b.- By 2030, expand infrastructure and upgrade Amount allocated to R&D+i (€M) 247
technology for supplying modern and sustainable
energy services for all in developing countries, in
particular least developed countries, small island
developing States and landlocked developing
countries, in accordance with their respective
programmes of support.
Goal of the 2030 Agenda (SDG 13)
302-1 Pro_portlon of energy consumption 121
derived from renewable energy.
302-4 Rquctlon of energy consumption 123
(efficiency).
302-5 Energy savings of green products 126
and services.
305-1 Direct GHG emissions. Scope 1 (per 129
13.a Implement the commitment undertaken by GHG Protocol)
developed-country parties to the United Nations 305-2 Indirect GHG emissions. Scope 2 131
Framework Convention on Climate Change. (per GHG Protocol)
13.1.- Strengthen resilience and adaptive capacity 305-3 Other indirect GHG emissions. 132
to climate-related hazards and natural disasters in all Scope 3 (per GHG Protocol)
countries. EU30 Average plant availability 409
Own Installed capacity from renewable 23,
indicator  sources (MW or %) 462
Own Power produced from renewable 24,
indicator  sources (MWh or %) 464
Financial implications and other risks
201-2 and o.ppo'rtupltleslfc.)r. the 75, 81
organisation’s activities due to
climate change
13.3.- Improve education, awareness-raising and . .
o . . Awareness-raising activities
human and institutional capacity on climate change Own . :
e e ; . regarding climate change and 75
mitigation, adaptation, impact reduction and early indicator

warning

renewable energy
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Goals

Main objectives and actions in 2020 that contribute

to the SDGs

The following table lists some of the more significant goals relating to the SDGs as well as
Iberdrola’s main activities during 2020 and indicators measuring the Iberdrola group’s

contribution:

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

1.3. Implement appropriate
social protection systems
and measures for all on a
national level, including
minimum levels, and from
here to full coverage

of poor and vulnerable populations.

1.4 Ensure that all men and women,
particularly the poor and the vulnerable, have
equal rights to economic resources, as well as
access to basic services, ownership and
control over land and other forms of property,
inheritance, natural resources, appropriate
new technology and financial services,
including microfinance.

1.5 Reduce exposure and vulnerability to
climate-related extreme events and other
economic, social and environmental shocks
and disasters.

Goal:

In its commitment to the most vulnerable individuals, it has
strengthened its alliances with the most underprivileged groups.

Actions and achievements:

 Contribution of 5.8 million euros at the group level by Iberdrola's
foundations to initiatives intended to improve the quality of life of
vulnerable groups in the countries in which it does business.

 Launch of the Iberdrola Social Programme 2021 by Fundacion
Iberdrola Espana aiming to mitigate the consequences of
the pandemic: in partnership with 36 institutions in the 2020 call,
benefiting 39,857 people. 43% of the aid is focused on the fight
against child poverty and promoting inclusive education.

» At ScottishPower Foundation, in 2020 a total of 9 charities in
the United Kingdom accessed aid in the total amount of
€580,000, which has benefited over 50,000 users. For example,
the Spina Bifida Hydrocephalus Scotland “Moving on up” project
aims to provide support, advice and advocacy services to
children from 0 to 18 years old with spina bifida and/or
hydrocephalus and to their families.

During 2020 the Avangrid Foundation partnered on 68 projects
to improve the resilience of communities, respond to disasters
and help vulnerable groups affected by COVID-19, to which €2.3
million has been allocated, reaching over 300,000 beneficiaries.

Iberdrola launched an assistance plan to facilitate the payment of
electricity, gas and other energy services bills, aiming to mitigate
the impact of coronavirus among its vulnerable customers.
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Goals

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

2.1 By 2030, end hunger
and ensure access by all
people, in particular the
poor and people in
vulnerable situations,
including infants, to safe,

nutritious and sufficient food all year round.

2.c. Adopt measures to ensure the proper
functioning of food

commodity markets and their derivatives and
derivatives, and facilitate timely access

to market information, including on food
reserves,

in order to help limit extreme food price
volatility.

Goal:

Contribute to alleviating the situation of social exclusion and
poverty of many persons

Actions and achievements:

The foundations have engaged in noteworthy activities meeting the
urgent needs of vulnerable families during 2020:

» Donation of 90,000 free meals to poor people, prepared in the
company’s cafeterias in Madrid and Bilbao, thus meeting the
demand for meals in soup kitchens and churches that provide
help for needy families.

* In Mexico, the company has distributed over 11,000 food parcels
in the most vulnerable communities affected by the pandemic.

» Encouragement of volunteering activities to distribute food to
families in situations of vulnerability, at Avangrid, in Spain,
Mexico, Brazil and the UK, and cash donations for food vouchers
from Aldeas Infantiles.
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Goals 48

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

3.4 Reduce by one third
premature mortality from
non-communicable
diseases through
prevention and treatment
mental health and well-
being

G0OD HEALTH
AND WELL-BEING

/e

3.6 Halve the number of global deaths and
injuries from road traffic accidents.

3.9 Substantially reduce the number of deaths
and illnesses from hazardous chemicals and
air, water and soil pollution and contamination.

3.a Strengthen the application of the World
Health Organisation Framework Convention
on Tobacco Control in all countries, as
appropriate.

Goal:

Surpass 90% of workers at work centres in Europe covered by ISO
18001 / OHSAS 18001 certification.

Application of best prevention practices
Actions and achievements:
» Global Occupational Safety and Health Digitalisation, aligned

with the Occupational Safety and Health Policy and the
strictest international standards.

« ScottishPower has allocated over 33.7 million euros to research
since implementing the programme in 2012 and it has created a
team to coordinate actions with Cancer Research, helping to
raise awareness regarding the treatment of this disease. More
than 76,000 customers were already signed up in Spain in 2020.

.

Zero-accident plan in Brazil 2020/2022: Development,
implementation and monitoring of the accident rate reduction
plan.

4.4 Substantially increase
the number of youth and
adults who have relevant
skills, including technical
and vocational skills, for
employment, decent jobs

and entrepreneurship.

4.7 Ensure that all learners acquire the
knowledge and skills needed to promote
sustainable development.

Goal:

Surpass the ratio of training hours received per employee trained
over that of comparable companies.

Actions and achievements:

- Development of ongoing training plans for employees, aiming to
reach 55 hours of training per trained employee by 2022.

The master’s scholarship programme continues for the
21-22 academic year aiming to promote excellence and assist
research for the 2020-2021 academic year. In 2019 Iberdrola
took on over 1,400 scholarship recipients, who have had the
opportunity to participate in the work performed by one of the
world’s leading energy companies.

The foundations have also developed scholarships and aid
programme for needy people.

Iberdrola U: Programme with international universities focused
on strengthening the company’s link to the academic world, with
over 40 initiatives as far as 2022.

SDG to School, training initiative in schools, with talks currently
being held online due to the pandemic, like the talks on the fight
against climate change, where volunteers receive training to
raise students' awareness regarding the SDGs.
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Goals 49

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

5.1 End all forms of
discrimination against all
women and girls
everywhere.

GENDER
EQUALITY

g

5.4 Promote shared responsibility within the
household and the family.

5.5 Ensure women’s full and effective
participation and equal opportunities for
leadership at all levels of decision-making in
political, economic and public life.

5.c. Adopt and strengthen sound policies and
enforceable legislation for the promotion of
gender equality and the empowerment of all
women and girls at all levels.

Goal:

The company raises its objective to increase the percentage of
women in executive positions by 2025 to 30% and maintain equal

pay.
Actions and achievements:
* Only European utility selected in all years of the Bloomberg

Gender-Equality Index (GEI), in recognition of its equal
opportunity and gender policies.

The Iberdrola group has a Board of Directors Diversity and

Director Candidate Selection Policy that ensures diversity in
terms of skills, knowledge, experience, origins, nationalities, age
and gender in its top governance body.

Publication of the first Diversity and Inclusion Report 2019 to
contribute to our Social Dividend and progress towards a more
just and equal society.

Achieve a ratio of 25% women in executive positions by 2022.

Endorsement of the UN Women’s Empowerment Principles.

Support for women’s sport. Universe Women (Universo Mujer)
programme in partnership with the Higher Council for Sport
(Consejo Superior de Deportes), promoting female sports within
16 Spanish federations.

6.3 Improve water quality

WATER
e by reducing pollution,

6

eliminating dumping and
minimising release of
hazardous chemicals and

L

materials, halving the proportion of untreated
wastewater and substantially increasing
recycling and safe reuse globally.

6.4 Substantially increase water-use efficiency
across all sectors and ensure sustainable
withdrawals and supply of freshwater to
address water scarcity and substantially
reduce the number of people suffering from
water scarcity.

6.5 Implement integrated water resources
management at all levels.

6.6 By 2030, protect and restore water-related
ecosystems, including mountains, forests,
wetlands, rivers, aquifers and lakes.

Goal:

In its position as one of the utilities with the best water productivity
(water used/revenue), Iberdrola commits to reducing water use/
production intensity by 50% by 2030 compared with 2019.

Actions and achievements:

» It has joined the United Nations’ CEO Water Mandate to
encourage sustainable practices in the use of water.

 Participation in CDP Water since its inception.
» Improvement in the management of the hydraulic sub-footprint
and of the environmental management systems: study of

Iberdrola’s water footprint.

« Facilities pollution prevention programmes (for more detail, see
Iberdrola’s Biodiversity Report).
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Goals 50

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

7.1 Ensure universal
access to affordable,
reliable and modern energy
services.

7.2 Increase substantially the share of
renewable energy in the global energy mix.

7.3 Double the global rate of improvement in
energy efficiency.

7.a Enhance international cooperation to
facilitate access to clean energy research and
technology and promote investment in energy
infrastructure and clean energy technology.

7.b Expand infrastructure and upgrade
technology for supplying modern and
sustainable energy services for all in
developing countries.

Goal:

By 2030, achieve access to energy for 16,000,000 people who
previously lacked it, within the framework of the Electricity for All
Programme.

Goal:

Increase renewable installed capacity, with the commissioning of
an additional 12 GW by 2022.

Actions and achievements:

* Procedures to protect customers in situations of vulnerability:
covers 100% of vulnerable customers in Spain. Warm Home
Discount and Price Cap programme in the United Kingdom.
Operation Fuel in Connecticut (United States).

Iberdrola had approximately 35.000 MW of installed renewable
capacity at year-end 2020, an increase of close to 9% for the
year.

Offer of 100% renewable energy for customers in Spain with the
“Customised Plans” and “Smart Solar”. Energy efficiency: more
than 65 million tons of CO2 emissions avoided during the last 3
years.

Fernando de Noronha Zero Carbon Project in Brazil.

ScottishPower, first 100% renewable electric utility in the United
Kingdom.

fR— 8.4 Improve progrfes_sively_
GRTHET  global resource efficiency in

/\/ consumption and

B

production and endeavour
to decouple economic
growth from environmental
degradation.

8.5 Achieve full and productive employment
and decent work for all women and men,
including for young people and persons with
disabilities, and equal pay for work of equal
value.

8.8 Protect labour rights and promote safe and
secure working environments for all workers,

including migrant workers, in particular women
migrants, and those in precarious employment

Goal:

Maximise issues in the green finance market and promote a stable
work environment.

Actions and achievements:

Approximately 400,000 direct, indirect and induced job positions
throughout the world.

* More than €14 million in purchasing volume in 2020.
* €7,475 million in tax contributions.

* More than €34,000 million of GDP impact in the countries in
which the group does business.

* Iberdrola continues to be the largest corporate issuer of green
bonds in the world.

+ Digital transformation applied to the businesses: big data, virtual
reality and artificial intelligence.
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Goals 51

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

9.1 Develop quality,
reliable, sustainable and
resilient infrastructure,
including regional and
transborder infrastructure,
to support economic
development and human
well-being, with a focus on
affordable and equitable
access for all.

9.4 Upgrade infrastructure and retrofit
industries to make them sustainable, with
increased resource-use efficiency and greater
adoption of clean and environmentally sound
technologies and industrial processes.

9.5 Enhance scientific research, upgrade the
technological capabilities of industrial sectors
in all countries, in particular developing
countries, including by encouraging innovation
and substantially increasing the number of
research and development workers.

9.c Significantly increase access to
information and communications technology
and strive to provide

Goal:

Development of the company's Innovation and Digitisation
Programme to reach an investment of 400 million euros by 2025.

Actions and achievements:
* 293 million euros in R&D investment in 2020 (most innovative

Spanish utility, second most innovative in Europe and third most
innovative in the world).

Launch of the Global Smartgrid Innovation Hub, a global centre
of innovation in smart grids to respond to the challenges of the
energy transition and to lead innovation in electricity distribution
networks.

« Inauguration of what will be the largest green hydrogen plant in
Europe for industrial use, with an investment of 150 million euros.

* Launch of Perseo Venture Builder, which will invest 40 million
euros in the coming years to support and create from scratch
businesses to support electrification, like recycling and the
circular economy, and in sectors resistant to decarbonisation, like
industrial heat production and heavy transport.

» Development of new products for customers with more features,
such as payment by Bizum, management of products and
services, and development of new apps, like the first
collaborative electric vehicle recharging app for individuals.

» Deployment of smart grids in the state of New York.
» Develop projects to improve the management of grids in

distributed generation scenarios, like the Alois project in Spain
and Fusion project in the United Kingdom.

.

Developing Active Network Management projects and flexibility
services to speed up the connection of renewable sources to the
grid.Developing Active Network Management projects and
flexibility services to speed up the connection of renewable
sources to the grid.
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Goals

52

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

10.2 Empower and promote
the social, economic and
political inclusion of all,
irrespective of age, sex,
disability, race, ethnicity,
origin, religion or economic
or other status

REDUCED
INEQUALITEES

FN

10

{=)

w

10.3 Ensure equal opportunity and reduce
inequalities of outcome, including by
eliminating discriminatory laws, policies and
practices and promoting appropriate
legislation, policies and action in this regard.

10.4 Adopt policies, especially fiscal, wage
and social protection  policies, and
progressively achieve greater equality.

Goal:

Promote diversity and the social inclusion of vulnerable groups
through the corporate volunteering programme and the social
projects of the Iberdrola group.

Actions and achievements:

e A total of 10,409 volunteers worldwide participated in the
company’s Corporate Volunteering Programme.

In collaboration with the PE Committee, we support Paralympic
sport through the ADOP Plan.

» Model for management of impacts on human rights issues in
relation to local communities, placing the focus on respecting its
identity and cultural diversity, preserving the environment,
promoting local employment.

35 alliances with social entities for anti-poverty and social
inclusion projects, with an investment of 1.2 million euros and an
impact on 49,689 vulnerable people.

Since 2010 the Social Programme of Fundacioén Iberdrola
Espafia has promoted more than 400 social initiatives in Spain,
helping a total of 484,689 people.

Virtual meetings with social entities focused on mitigating child
poverty, disability, disease, quality of life and gender-based
violence.
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Goals 53

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

11.2 Provide access to
safe, affordable, accessible
and sustainable transport
systems for all, improving
road safety, notably by
expanding public transport,

with special attention to the needs of those in
vulnerable situations, women, children,
persons with disabilities and older persons.

11.4 Strengthen efforts to protect and
safeguard the world’s cultural and natural
heritage.

11.6 By 2030, reduce the adverse per capita
environmental impact of cities, including by
paying special attention to air quality and
municipal and other waste management.

Goal:

Installation of 150,000 recharging stations for electric vehicles by
2025 through the Sustainable Mobility Plan, with initiatives aimed
at employees, companies, customers and suppliers.

Actions and achievements:

* A fleet comprising over 3,500 completely electric vehicles in
Spain and the United Kingdom by 2030.

500 recharging stations at the work centres by 2022.

Silver Category LEED (Leadership in Energy & Environmental
Design) Certification for the Olinda UTD substation in Brazil.

« lllumination Programme of the Foundations, the goal of which is
promote the recovery of artistic heritage and improve the interior
and/or exterior illumination of unique buildings through
partnerships with entities and institutions. In 2020 five lighting
projects and six catering projects were carried out in Spain and
Portugal as part of the Atlantic Romanesque Plan.

12.2 Achieve the
sustainable management
and efficient use of natural
resources.

ANDPRODUCTION

12

QO

12.5 Substantially reduce waste generation
through prevention, reduction, recycling and
reuse.

12.6 Encourage companies, especially large
and transnational companies, to adopt
sustainable practices and to integrate
sustainability information into their reporting
cycle.

12.8 Ensure that people everywhere have the
relevant information and awareness for
sustainable development and lifestyles in
harmony with nature.

12.6 Reduce the adverse per capita
environmental impact of cities, including by
paying special attention to air quality and
municipal and other waste management.

Goal:

We are committed to a sustainable value chain, aiming for 70% of
our suppliers to have standard sustainability policies by 2022.

Actions and achievements:

 Energy efficiency plans at the corporate buildings.

« Application of the principles of the circular economy to managing
office waste, aiming for 100% of the waste generated in our work

centres to be recycled or recovered in 2021.

» 97.2% of energy production is carried out using local sources of
energy available in the country where the electricity is generated.

» We stimulate the local economy: in 2020 89% of purchases were
from local suppliers.

First Ibex-35 company to certify its General Shareholders’
Meeting as a sustainable event in 2016, in accordance with
international ISO 20121 standard, and first to renew this
certificate in 2019, extending the certification to other events
by 2022.

.

Publication of Sustainability Report since 2004 and specific
sustainability website.
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Goals 54

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

CLINATE 13.a Implement the
1 ACTION commitment undertaken by
developed-country parties
@ to the United Nations
Framework Convention on

Climate Change.

13.1 Strengthen resilience and adaptive capacity
to climate-related hazards and natural disasters
in all countries.

13.3 Improve education, awareness-raising and
human and institutional capacity on climate
change mitigation, adaptation, impact reduction
and early warning.

Goal:

Iberdrola undertakes to reduce the intensity of CO2 emissions to 50g
CO2/kWh by 2030 It also undertakes to reduce absolute Greenhouse
Gas emissions of Scopes 1, 2 and 3 aligned with 1.5°C. Iberdrola is
committed to being carbon dioxide neutral by 2050.

Iberdrola has CO2 emissions that are 60.6% less than the average for
the European electricity sector (continental Europe, 2019).

Actions and achievements:

» Emission reduction targets approved by the Science Based Target
initiative (SBTi). 1.5 in November 2020.

Zero carbon communities: ScottishPower project that describes the
commitments to local communities to achieve the Net Zero goals in
the United Kingdom with different goals scheduled through 2050.

Partnership with the World Business Council for Sustainable
Development (WBCSD) on a report on disclosure of climate-related
financial information aligned with the Task Force on Climate-related
Financial Disclosures (TCFD).

Plan for Raising Social Awareness on Climate Change, with
initiatives aimed at different audiences.

Launch of the Open Innovation Platform, focused on a just transition
in Lada (Asturias), in collaboration with the University of the Basque
Country and the Polytechnic University of Madrid.

FE 14.2 By 2020, sustainably
14 BELOW WATER manage and protect marine
and coastal ecosystems to
avoid significant adverse
impacts, including by
strengthening their

resilience, and take action for their restoration
in order to achieve healthy and productive
oceans

Goal:

Preserve marine ecosystems through innovative measures in the
construction and operation of offshore wind farms.

Actions and achievements:
* Sea mammal watch at East Anglia ONE wind farm, which will

entail installing noise mitigation measures to preserve the marine
ecosystems.

Installation of a floating base to actively collect waste pump water
through the device to contribute to the optimum functioning of the
marine environment.

Study to analyse the interaction of swans with offshore wind
farms on the Cumbrian coast in the United Kingdom, installing
GPS in a sample of these birds to perform individualised three-
dimensional monitoring of their interaction with the offshore wind
facilities. The project began in 2020 placing collars on 10 species
of Whooper Swan, which has made it possible to track the spring
migration and their interactions with offshore wind farms.
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Goals 55

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

15.1 Ensure the
conservation, restoration
and sustainable use of
terrestrial and inland
freshwater ecosystems and
their services, in particular

forests, wetlands, mountains and drylands.

15.2 By 2020, promote the implementation of
sustainable management of all types of
forests, halt deforestation, restore degraded
forests and substantially increase afforestation
and reforestation globally..

15.5 Take urgent and significant action to
reduce the degradation of natural habitats,
halt the loss of biodiversity and protect and
prevent the extinction of threatened species.

Goal:

Promote biodiversity through reforestation by planting 2.5 million
trees by 2022 and reaching 20 million by 2030.

Actions and achievements:
« Launch of the “Iberdrola Trees” programme.

- Signatories of the Call for Action of the ‘Business for Nature’
platform to reverse the loss of biodiversity.

.

Overhead Grid Improvement Project, in which 30,234 supports
have already been adapted for avifauna.

« Continuation of the biodiversity protection Action Plans.

 Publication of the Biodiversity Report describing the activities
under the Action Plans 2018-2019.

.

Calculation and verification of the

Environmental Footprint by Aenor.

Group’s Corporate

16.5 Substantially reduce
corruption and bribery in all
their forms.

PEAGE, JUSTICE
AND STRONG
INSTITUTIONS

16

16.6 Develop effective, accountable and
transparent institutions at all levels.

16.10 Ensure public access to information and
protect fundamental freedoms, in accordance
with national legislation and international
agreements.

Goal:

Renewal of the ISO 37001 certification on anti-bribery system and
UNE 19601 certification regarding criminal compliance
management systems.

Actions and achievements:

* Inclusion for the seventh consecutive year on the list of
the World’s Most Ethical Companies of the Ethisphere
Institute (United States). “Compliance Leader Verification’
certification provided annually by the Ethisphere Institute on the
Compliance system.

The group has anonymous ethics inboxes to allow for the
reporting of improper actions or acts contrary to law or the
Code of Ethics, as well as to ask questions regarding the
interpretation thereof.

Organisation of events in partnership with the Polytechnic
University of Madrid within the framework of the Iberdrola SDG
and Ethics Chairs (of the ITD, UPM).

Active participation in the ICAl Iberdrola Chair on Economic
and Business Ethics.
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Goals 56

SDGs and related targets

Iberdrola’s main actions and
achievements in 2020

17 — 17.17 Encoura_ge and _
FOR THE GOALS promote effective public,

public-private and civil
society partnerships,
building on the experience

and resourcing strategies of
partnerships.

17.19 Build on existing initiatives to develop
measurements of progress on sustainable
development.

Goal:

Forge alliances with institutions that contribute to achieving the
SDGs.

Actions and achievements:
 Partnership with the Spanish Climate Change Office.

 Partnership with the Spanish Green Growth Group.

Alliances with the academic world: The “SDG Chair” has been
renewed with the Innovation and Technology for Development
Centre at the Polytechnic University of Madrid (itdUPM).

The following day will be... Launch of a multi-player initiative in
alliance with ITD-UPM, Spanish Sustainable Development
Network (Red Espafiola de Desarrollo Sostenible) and IS Global
to work on fulfilling the 2030 agenda.

.

Promotion of the SDGs in the supply chain through knowledge
pills and training videos aligned with the group’s sustainability
strategy.

.

Shire Alliance: Continuance of a project that began in 2014 to
bring electric power to and improve facilities at refugee camps.

#CEOPorLaDiversidad Alliance, with a commitment to promote
diversity policies.

.

“IV Youth Speak Forum”: online conference held in October in
which more than 500 youths participated in a workshop
dedicated to promoting youth leadership regarding the 2030
Agenda, held by Iberdrola and AIESEC.
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Business model

102-15

The Iberdrola group engages in the following activities:

Electricity production using renewable sources, including storage, conventional
renewable sources and new sources such as hydrogen.

Transmission and distribution of electricity and gas.

Retail sale of electricity and gas, as well as related energy services for our
residential (storage, heat pump, electric mobility) and industrial (comprehensive
management and energy supplies) customers.

Purchase/sale of electricity and gas on wholesale markets.

The Iberdrola group engages in its activities in many countries, including Spain, the United
Kingdom, the United States, Brazil, Mexico, Germany, Portugal, France, ltaly, Ireland and
Greece, as well as Australia, where the Company has acquired one of the renewable
energy leaders in the country, Infigen. It has also closed several agreements to start the
development of various offshore wind projects in new markets: Sweden, Japan and
Poland.

The business model developed by the group is based on Iberdrola’s purpose (see
“Purpose and values” section of chapter 1.1) through a long-term sustainable industrial

enterprise. Under these circumstances, and taking into account the consensus long-term
energy scenarios, |Iberdrola is pursuing a strategy with the following main characteristics:

The organic growth of the company is driven by major investments in multiple
countries where it has a presence, and in new countries where it is acquiring a
larger presence. International diversification in terms of contribution to results will
continue to grow in the coming years.

Investment will preferably be focused on networks businesses, renewables
(including storage and green hydrogen) and on offering innovative energy
solutions to our residential and industrial customers.

The strategic pillars defined by the company are sustainable development,
profitable growth, operational excellence, customer-focused operations, the
optimisation of capital, and innovation.

The company has publicised its commitment to decarbonisation, setting
demanding objectives: we have committed to being a carbon neutral company in
Europe by 2030 and to reducing our CO, emissions 86% globally, to 50g/kWh. It
should be noted that Iberdrola already generates 100% of its energy with zero
emissions in countries like the United Kingdom, Germany and Portugal. These
goals have been recognised as being based on science in accordance with the
Science Based Targets initiative (SBTi).
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* One characteristic of Iberdrola is its strong focus on the application of innovation to
its operations and the rapid adoption of available technology.

* Financial stability is considered key for balanced growth. The company seeks to
maintain high levels of solvency and liquidity, which ensure the normal
development of operations, good access to the capital markets, and a sustainable
dividend policy.

*  The commitment to social responsibility and sustainability is reflected by the
inclusion in the company’s strategy of the concept of the “social dividend”, defined
as the sustainable creation of value for its Stakeholders by engaging in all of its
activities.
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Governance and Sustainability System

The Board of Directors has approved the Governance and Sustainability System, an
evolution of the former Corporate Governance System, which is structured around three
pillars: environmental, social and corporate governance.

The Governance and Sustainability System is structured into 5 books: Purpose,
Environment, Climate Change, Social Commitment and Corporate Governance.

The new and pioneering Diversity and Inclusion Policy, the purpose of which is to create a
favourable environment to foster and promote the diversity and inclusion of all the group's
employees, is worthy of special mention.

A commitment to sustainability, good governance and transparency is one of the
hallmarks of Iberdrola’s identity. The Board of Directors therefore regularly reviews the
Governance and Sustainability System, keeping it updated and including therein the
recommendations and best practices generally accepted in international markets.

The commitments of Iberdrola defined in this System materialise daily in all business

activities of the group, as well as in its strategy to maximise the social dividend and its
commitment to sustainable development.
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Code of Ethics

Contribution to SDGs of the performance described by the indicators of this section

102-16 102-26

The group’s Code of Ethics establishes the set of principles and guidelines for conduct
designed to ensure ethical and responsible behaviour by all directors, professionals and
suppliers of the group. The code thus applies to all directors (including natural persons
who appoint corporate directors to represent them in the performance of their duties),
professionals and suppliers of the group, regardless of their rank, their geographical
location or functional reporting, or the group company to which they provide their services.
It does not apply to country subholding companies that are listed or not wholly owned by
the group and that have their own code of ethics, or the subsidiaries thereof.

The body charged with ensuring that the Code of Ethics is applied is the Compliance Unit
(the “Unit”), a collective, internal and permanent body connected to the Sustainable
Development Committee of the Board of Directors of Iberdrola, S.A. and with powers in
the regulatory compliance area. Furthermore, at each country subholding company and/or
head of business company, there is a compliance division linked to the Audit and
Compliance Committees or, in the absence thereof, to the Board of Directors of the
corresponding company. The duties of all of them include promoting an ethical culture
behaviour and zero tolerance for fraud and the commission of unlawful acts, as well as
management of the Compliance System.

The Code of Ethics forms part of the Governance and Sustainability System, which was
approved by the Board of Directors in 2002 and last amended on 15 December 2020. It is
the “cornerstone” on which the Compliance System is based and permanently functions
as an element “inspiring” the other elements of the system, which is described in the
following chart:
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For more detailed information regarding the group’s Compliance System, see the "Ethics
and integrity" section of chapter IV.2.
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Policies and commitments

The Iberdrola group has a set of corporate policies that develop the principles reflected in
the Corporate Governance System and that contain the guidelines governing the actions
of the company and the companies of its group, as well as those of the directors, officers
and employees thereof, within the framework of the Purpose and Values of the Iberdrola

group.

The companies of the group assume this set of principles and values that express their
commitment to corporate governance, business ethics and sustainable development. The
awareness, dissemination and implementation thereof serve to guide the activities of the
Board of Directors and its committees and of the decision-making bodies of the company
in their relations with the company’s various Stakeholders.

These policies, which can be viewed in full or in summary in the Corporate Governance
tab of the website, are grouped into three categories:

*  Corporate Governance and Regulatory Compliance Policies.
* Risk Policies.
»  Sustainable Development Policies.

Iberdrola has also assumed certain public commitments that guide the activities of the
group:

* By subscribing to various initiatives relating to the environmental and social
dimension of its activities.

*  Through its membership in certain business and social organisations, which are
identified by their objectives and purposes.

Both the initiatives and the partnerships are available in the “Public Policies” section of
chapter IV.2 of this report.

These policies and commitments serve to guide the company and its workforce to
manage their activities, and more specifically, the material topics dealt with in this
document.
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Sustainable development policies
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Iberdrola has a General Sustainable Development Policy, first approved by the Board of
Directors in 2007 and last revised on 15 December 2020, which sets out the general
principles and provides the basis for governing the group’s sustainable development
strategy. The goal is to ensure that all its corporate activities and businesses are carried
out while fostering the sustainable creation of value for society, citizens, customers,
shareholders and the communities in which the group is present, equitably contributing
with all the groups that contribute to the success of its business enterprise.

This sustainable development strategy is based on a long-term vision that achieves a
better future without compromising present results, favouring the achievement of the
Sustainable Development Goals (SDGs) and rejecting actions that contravene or hinder
them.

The actual and effective implementation of this strategy is to form part, along with the
Corporate Governance System that supports it, of the virtual soul of the group, which is
one of the key elements that differentiates it from its competitors and which is a deciding
factor for its establishment as the preferred company for its Stakeholders.

The policy contains 5 cross-cutting principles of conduct in relation to:

» the sustainable creation of value

* transparency

» the development and protection of intellectual capital
* innovation

* responsible taxation

And 8 principles of conduct in relation to the principal Stakeholders:

» shareholders and investors

* communities in which the group does business
* environment

* human team and talent

* customers

* suppliers

*  media

* regulatory entities

The General Sustainable Development Policy is further developed and supplemented by
various sustainable development policies addressing specific needs and expectations of
the Stakeholders:
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» Stakeholder Relations Policy

* Innovation Policy

* Policy on Respect for Human Rights

*  Quality Policy

*  Corporate Security Policy

*  Human Resources Framework Policy
*  Knowledge Management Policy

*  Recruitment and Selection Policy

»  Equal Opportunity and Reconciliation Policy
*  Occupational Safety and Health Policy
» Sustainable Management Policy

*  Environmental Policy

* Policy against Climate Change

* Biodiversity Policy

The principles of conduct included in these sustainable development policies are
described throughout this report.

www.iberdrola.com Statement of Non-Financial Information. Sustainability Report 2020 ﬁ“ IBERDROLA


https://www.iberdrola.com/

[ ]

I. Iberdrola, the utility of the future |  1.3. Business model and strategy 66

Responsibilities

The "Corporate and governance structure, ownership and legal form" section of chapter
I.1 describes the organisational model of the Iberdrola group and its responsible persons.
The responsibilities of the corporate areas or operational areas regarding the various
aspects dealt with in this report are the following:

The chairman & CEO, with the support of the Business CEO and the rest of the
management team, assumes the duty of strategic organisation and coordination of
the group through the dissemination, implementation and monitoring of the general
strategy and the basic management guidelines established by the Board of
Directors.

Issues relating to corporate governance are the responsibility of the Office of the
Secretary of the Board of Directors.

Issues that affect the legal area are the responsibility of the Legal Services
Division.

Those related to the economic/financial function are the responsibility of the
Finance, Control and Resources Division.

Aspects relating to labour practices, on the other hand, are the responsibility of the
Human Resources and General Services Division, within the Finance, Control and
Resources Division. This Division also includes those related to the security of the
facilities and cybersecurity, through the Corporate Security Division.

Aspects relating to the environment are the responsibility of the Innovation, Energy
Policy and Quality Division, reporting directly to the chairman & CEO.

Issues relating to procurement are the responsibility of the Purchasing and
Insurance Division, if referring to general supplies, and the responsibility of the
Wholesale and Retail Business, if referring to the supply of fuel, both of which are
within the group’s General Business Division.

Those relating to regulation and public policies are the responsibility of the
Planning, Management and Regulatory Positioning Division in coordination with
the country subholding companies of each of the countries in which Iberdrola
operates.

Those relating to risk management are the responsibility of the Risk and Internal
Assurance Division.

Products sold, demand, customers and other related topics are the responsibility
of the Wholesale and Retail Business if referring to liberalised markets like Spain
or the United Kingdom, and of the Networks Business if referring to regulated
markets like the United States or Brazil.

Those relating to production facilities are the responsibility of the Wholesale and
Retail Business or the Renewables Business, each within their scope of activity,
and those relating to transmission and distribution facilities are the responsibility of
the Networks Business. These three businesses are within the General
Businesses Division of the group.
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102-33
By way of complement:

*  The Operating Committee, made up of the chairman & CEO, the Business CEO
and the directors of corporate functions and business units, is an internal
committee providing technical support, information and management, with respect
to both the duties of supervision and monitoring as well as the strategic
organisation and coordination of the group through the dissemination,
implementation and monitoring of the general strategy and the basic management
guidelines established by the Board of Directors, while always respecting the
scope of day-to-day management and effective decision-making corresponding to
the governance and management bodies of the head of business companies of
each of the businesses.

* The Compliance Unit, as an internal and permanent decision-making body linked
to the Sustainable Development Committee of the company’s Board of Directors,
is responsible for proactively ensuring the effective operation of the company’s
Compliance System, which is made up of all of the rules, formal procedures and
significant actions intended to ensure that the company conducts itself in
accordance with ethical principles and applicable law, and for preventing improper
conduct or conduct that is contrary to ethics, the law or the Corporate Governance
System that might be committed by the professionals thereof within the
organisation.

* The Internal Audit Division ensures the proper operation of the information
technology and internal control, risk management and governance systems of the
company and of the group. Its activities are governed by that established in the
Corporate Governance System, in the Basic Internal Audit Regulations approved
by the Board of Directors and the Company’s other internal regulations, as well as
the International Standards for the Professional Practice of Internal Auditing
approved by the Institute of Internal Auditors (lI1A). The BIAR is required knowledge
of the professionals of the group that it affects, and describes the nature,
organisation, competencies, resources, activities, powers and duties of the
function and establishes the relations between the Internal Audit Area of Iberdrola,
S.A. and the Internal Audit divisions of the other companies of the group.

Iberdrola’s governance model provides that said duties are assumed in a decentralised
manner by the country subholding and head of business companies in each country,
which are organised through their respective boards of directors. The head of business
companies occupy themselves with the effective management thereof, as well as the day-
to-day management and control thereof.
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Responsibility in the sustainable development
strategy

The implementation, monitoring and supervision of the sustainable development strategy
is the responsibility of the various companies of the group in accordance with the
corporate and governance structure of the group described in chapter 1.1, in all cases
respecting the principles of subsidiarity and decentralised management through the
various committees that assume duties in the area of sustainable development and
reputation.

Specifically, the Corporate Sustainable Development and Reputation Committee has the
duties of:

» defining the basic corporate lines of evolution of practices focused on the
sustainable growth of the social dividend and improvement of the group’s
reputation,

* approving and monitoring development plans in both areas,
* acknowledging the most significant advances, and

* collaborating in the preparation of public information regarding these areas
disclosed by the company.

102-20

For its part, the Sustainable Development Committee of the Board (the composition and
duties of which are described in the “Corporate governance” section of chapter IV.7) is
vested with the power to, among other things:

 Assess and review the Company’s plans implementing the sustainable
development policies and monitor the level of compliance therewith.

* Supervise the Company’s actions relating to sustainable development and report
thereon to the Board of Directors and to the Executive Committee, as appropriate.

*  Supervise and evaluate the processes of relations with the various Stakeholders.

The Activities Report of the Board of Directors and of the Committees thereof for financial
year 2020, available on the corporate website, identifies the reports prepared by this
Committee and the appearances that took place during the year.
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Goals, resources and results

Iberdrola regularly publishes its medium- and long-term goals using various formats:
Capital Markets Day, the materials for which are available on the corporate website, is one
of the most important events for communication of the company’s future outlook. Iberdrola
also publishes its Integrated Report, which is also available on the corporate website,
using the methodology of the International Integrated Reporting Council (IIRC).

To reach its financial and operational goals, Iberdrola has an annual process for assigning
resources, by establishing the corresponding income and expense budgets, which are
approved by the company’s Board of Directors.

Internally, the various businesses and corporate organisations determine their annual
goals in harmony with the strategic goals of the company, both financial and non-financial,
directed specifically towards the activities for which they are responsible. The results
obtained with respect to the established goals are used to establish the annual variable
remuneration of the company’s management team. The listed country subholding
companies have their own process for establishing objectives and remuneration of their
officers pursuant to their own special framework of strengthened autonomy, although they
will be consistent with those of the Iberdrola group.

The sustainable development objectives are set by the different businesses and corporate
divisions. Many of them are set out in the Sustainable Development Plan that the
company prepares on a regular basis, and which can be seen in the introduction to
chapter 1.4. "Our ESG+F proposal: "Energy to thrive”.

The introduction to this chapter shows a table setting out the main objectives of the Plan,
which consists of more than 300 activities.

The achievements obtained by Iberdrola are reflected in the performance of the various
quantitative indicators covered by the various aspects dealt with in this report.
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Key impacts on sustainability

102-15

The obijective of Iberdrola’s sustainable development strategy is to favour the “sustainable
creation of value by engaging in the activities included in its corporate object, taking into
account the Stakeholders related to its business activity and its institutional reality, in
accordance with the "Purpose and Values of the Iberdrola group”, as set out in the
General Sustainable Development Policy approved by the Board of Directors.

This sustainable development strategy is aligned with the implementation by the Iberdrola
group of a business enterprise focused on the sustainable creation of value for all of its
Stakeholders, providing a quality service through the use of environmentally-friendly
energy sources, staying alert to the opportunities offered by the knowledge economy, and
committed to the SDGs, especially in relation with goals 7 and 13.

For this purpose, the group innovates, makes new investments and promotes more
efficient, sustainable and clean technologies, fosters the growth and develops the talent
and the technical and human capacities of its professionals, works for the safety of people
and supply, and labours to build a successful business enterprise together with all of the
participants in its value chain, sharing the achievements with its Stakeholders.

Furthermore, the group’s commitment to sustainability takes shape in five main principles
of conduct pursuant to its Sustainable Management Policy:

» Competitiveness of the energy products supplied.
« Safety in the supply of energy products.

*  Reduction in environmental impact of all of the activities performed by the
companies of the group.

* Creation of value for shareholders, customers and suppliers, looking after
business profits as one of the foundations for the future sustainability of the
company and of the group.

+ Driving the social dimension of the activities of the group.
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Measurement of the social dividend

The measurement of the social dividend encompasses the principal direct, indirect and
induced impacts, both present and future, generated by the group’s activities, consistently
with Iberdrola’s commitment to the long-term sustainable creation of value.

Due to the diversity of sustainable development goals and commitments, the group uses a
broad set of indicators that allows for an evaluation of the contribution from various
viewpoints. Even though the indicators do not capture all of the impacts generated, the
results obtained constitute an efficient assessment tool to verify the achievement of the
bylaw-mandated commitment to the social dividend in the communities in which the group
does business.

This assessment is taken into consideration by the Board of Directors when defining the
group’s strategy, and is shared transparently with all Stakeholders.
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Long-term risks and opportunities. Comprehensive
Risk System
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The Iberdrola group is subject to various risks inherent to the different countries, industries
and markets in which it does business and to the activities it carries out, which may hinder
it in achieving its objectives and successfully implementing its strategies.

Aware of the significance of this issue, the Board of Directors of the company undertakes
to develop all of its capabilities in order to adequately identify, measure, manage and
control the significant risks to all the activities and businesses of the group, and to
establish through the General Risk Control and Management Policy the mechanisms and
basic principles for appropriate management of the risk/opportunity ratio.

All actions aimed at controlling and mitigating risks shall conform to the following main
principles of conduct:

a. Integrate the risk/opportunity viewpoint within the management of the Company, by
defining the risk strategy and appetite and the inclusion of this variable in strategic
and operational decisions.

b. Segregate functions, at the operating level, between risk-taking areas and areas
responsible for the analysis, control and monitoring thereof.

c. Act at all times in accordance with the law and the Company’s Governance and
Sustainability System, and particularly with the values and standards of conduct
reflected in the Code of Ethics and the principles and good practices reflected in
the Corporate Tax Policy, under the principle of “zero tolerance” for the
commission of unlawful acts and situations of fraud set out in the Crime Prevention

Policy and the Anti-Corruption and Anti-Fraud Policy, and the principles and good
practices reflected in the Corporate Tax Policy.

d. Inform regulatory agencies and the principal Stakeholders, in a transparent
fashion, regarding the risks facing the group and the operation of the systems
developed to monitor such risks.

e. Ensure the proper use of instruments for hedging risks and that they are recorded
in accordance with the requirements of applicable legal provisions.

f. Inform regulatory agencies and the principal outside players, in a transparent
fashion, regarding the risks facing the group and the operation of the systems
developed to monitor such risks, maintaining appropriate channels favouring
communication.
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Comprehensive Risk Control and Management System

The General Risk Control and Management Policy and its basic principles are embodied

through a Comprehensive Risk Control and Management System, supported by a Group
Risk Committee and backed by an appropriate definition and assignment of functions and
responsibilities at the operating level and by procedures, methodologies and support tools
suitable for the different stages and activities of the system, including:

a.

The establishment of a structure of risk policies, guidelines, limits and indicators,
as well as the corresponding mechanisms for their approval and deployment,
which review and establish the approved annual qualitative and quantitative risk
appetite in accordance with the objectives established in the multi-year plan and
the corresponding annual budgets, at both the group level and at the level of its
main subsidiaries.

The ongoing identification and analysis of significant risks and threats (including
passive liabilities and other off-balance sheet risks), both for each corporate
business or function and taking into account their combined effect on the group as
a whole. To the extent possible, risks will be measured following homogeneous
procedures and standards common to the entire group.

The analysis of risks associated with new investments, as an essential element in
risk/return-based decision-making.

The maintenance of a system for monitoring and control of compliance with
policies, guidelines and limits, by means of appropriate procedures and systems,
including the contingency plans needed to mitigate the impact of the
materialisation of risks.

Ongoing evaluation of the suitability and efficiency of the application of the system
and of the best practices and recommendations in the area of risks for eventual
inclusion thereof in the model.

The audit of the system by the Internal Audit Division.

The risk factors to which the group is subject are generally grouped into the following
categories:

Corporate Governance

Market

Credit

Business

Regulatory and political

Operational, Technological, Environmental, Social and Legal
Reputational

Given the multidimensional nature of the risks, the taxonomy defined in the system
contemplates additional classification variables for better monitoring, control and reporting
of such risks, through the monitoring tools. These additional categories include the
following:
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Classification of risks into Structural Risks, Hot Topics and Emerging Risks, the
latter being understood as potential new threats, the impact of which is as yet
uncertain and the probability of which undefined, but which are growing and could
become significant for the Group.

Inclusion of secondary risk factors, such as financial or environmental, social and
governance (“ESG”), corruption, tax, third party, health and cybersecurity, among
others.

Effectiveness of risk management processes

102-30

Generally, the group’s Comprehensive Risk Control and Management System allows for
proper ex ante identification of risks or sounds alarms that allow for the making of
decisions tending to minimise the impact of the risks.

The group’s Risk Committee meets at least on a monthly basis. This committee is
supplemented with the Credit Risk and Market Risk Committees, which report to said Risk
Committee, and which also meet on a monthly.

On at least a quarterly basis, the Audit and Risk Supervision Committee of the Board of
Directors monitors trends in the group’s risks:

It reviews the group’s quarterly risk report, which includes monitoring of
compliance with the risk policies and limits and the updated key risk maps
submitted by the group’s Risk Management and Internal Assurance Division.

It coordinates and reviews the Risk Reports sent periodically (at least half-yearly)
by the Audit and Compliance Committees of the companies of the group that have
such a body.

On at least a half-yearly basis, it prepares a risk report for the Board of Directors.

A more detailed description regarding risk management at Iberdrola can be found in the
following public documents, available on the website:

Section “E” of the Annual Corporate Governance Report for financial year 2020.
The “Main risks and uncertainties” section of the Consolidated Management

Report and note 4 of the consolidated financial statements of the Annual Financial
Report for financial year 2020.

The Integrated Report, February 2021.
The General Risk Control and Management Policy.
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Climate action at Iberdrola

201-2

For 20 years, the group’s business model has been focused on the decarbonisation of the
energy model, thus anticipating the energy transition by wagering on renewable energy,
networks, storage, electrification and smart solutions for its customers. All are
fundamental planks in the transition to a sustainable energy model.

This commitment by the Iberdrola group took the form of investments amounting to
120,000 million euros since 2001, positioning the group as a world leader in renewable
energy. In addition to these investments directed toward the electrification of the economy,
innovation and technological advances as well as greater consumer connectivity, the
2020-2025 period will see the addition of a total of 75,000 million euros, the largest
investment programme in the history of the group. This programme will give an important
push to the renewables area, which will reach 60 GW of installed capacity in 2025,
compared to the current 35 GW, and 95 GW by 2030. By the end of the decade, the
company also expects to double the regulated value of its network assets -- to 60,000
million euros -- and to install 600 MW of operational green hydrogen by 2025.

This clean energy investment strategy and commitment to favouring measures to combat
climate change have led the Group to continue reducing its own emissions to 96 grams
per kWh in 2020 (2.6 times lower than the European average).

An example of the consistency between its strategy and its public positions is the
Iberdrola group’s support for ambitious approaches in the area of climate policies and the
establishment of plans and objectives for 2030 and 2050, having entered into
commitments with some of the leading international organisations and business coalitions.

Furthermore, in a year marked by the COVID-19 pandemic, |berdrola has actively
supported the identification of green recovery plans that align climate goals with economic
recovery, based on the firm belief that policies and plans for promoting a cleaner and
more efficient energy model based on electrification with renewables offers a clear path
toward economic growth, prosperity, and a sustainable short-term recovery that can be
maintained over time. Iberdrola joined 11 other European companies around the
‘European CEOQO Alliance’ in a clear example of Iberdrola’s commitment to the adoption
of ambitious climate-related measures and to lay the groundwork for a stronger and more
sustainable economy for Europe. Along with this initiative, Iberdrola has supported others
that are shown in the following chart:
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on the platform £ ‘\ level promoted by Pascal Canfin
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Because of its work, Iberdrola has been recognized as a company with outstanding
business leadership in support of climate policies by We Mean Business, an international
coalition for the support of climate action from a business viewpoint.

To implement its commitment, Iberdrola has several solid climate-governance factors that
include climate change within the company's vision, mission and values, and that are
formally stated in a Climate Change Policy that outlines the foundations for conduct.
Supplementing this arrangement, Iberdrola has a climate action plan with five approaches
to its implementation:
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Ambitious
emissions
reduction targets

Climate Change
Saocial Awareness

Institutions,
Alliances and
Climate Agenda

Plan

Climate
Action Plan
and
Decarbonization

Innovation and
positioning in
decarbonization
strategies.

Internal actions

in mitigation
and adaptation

1. Iberdrola firmly believes that the transition to a carbon-neutral economy by 2050 is
possible and makes economic sense. As an example of this, the Group has
ambitious emission-reduction objectives, having committed to being a carbon-
neutral company in Europe by 2030 and to reducing our CO, emissions to 50 g/
kWh by the end of the decade, reaching carbon neutrality at the global level in
2050. It should be noted that Iberdrola already generates 100% of its energy with
zero emissions in countries like the United Kingdom, Germany, and Portugal.
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IBERDROLA GROUP’S CLIMATE-RELATED OBJECTIVES

To reduce to the intensity of CO, emissions up to 50 gCO,/kWh by 2030

BASED
TARGETS

Carbon neutral by 2050 (f\_ SCIENCE
Target for scopes 1, 2 and 3 approved by
the Science Based Target initiative

in December 2020, aligned with 1.5°C.

&'

2. Promoting ambitious climate action in turn requires intense activity within the
framework of the global and regional debate in the principal forums of the
global climate agenda. Iberdrola participated actively in the major milestones for
2020, in which climate action and green recovery went hand in hand, with an
intense conversation during numerous high-level conferences and technical
seminars that were useful in preparing for COP 26, which will take place in
November of 2021 with Iberdrola as an official sponsor. The milestones that were

reached include several in which Iberdrola played a leading role:

* United Nations General Assembly and New York Climate Week
* Race to Zero Dialogues
* Climate Dialogues 2020

+ Climate Ambition Summit (organised by the UN, the United Kingdom and
France)

In turn, this global process of support for climate action on a global scale
requires the establishment of alliances and participation within institutions,
organisations, campaigns and both domestic and international events,
encouraging an ambitious focus on the determination of climate policies and
participation by the private sector. This includes commitment made with some of
the major international organisations and business coalitions, such as the UN
Global Compact, WBCSD, the Corporate Leaders Group, the Race to Zero
Alliance and the Powering Past Coal Alliance.

3. The actions implemented in the area of innovation, analysis and positioning with
regard to decarbonisation strategies in recent years have allowed us to show
that technology and solutions are available for successfully addressing climate
change, not only feasibly and competitively, but also by creating numerous
business opportunities and supporting an equitable transition for those sectors that
might be affected by the energy transition process.Noteworthy among the
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activities carried out during the year 2020 is the partnership with the consulting
firm AFRY to prepare a low-cost roadmap for decarbonisation of the energy sector
in Europe, in which it was concluded that the electrification of transportation and
heat, along obtaining electricity through renewable energies, will be the keys to
decarbonising the European economy between now and 2050. We also
participated actively with the Energy Transitions Commission in the preparation of
the Making Mission Possible report, which showed that full decarbonisation of the
global economy is technically and economically possible.

4. This action and information plan is being catalysed through internal actions that
encourage the development of new projects that provide a cross-sectional
contribution to the mitigation of climate change and to the decarbonisation of the
economy through our climate change and governance policy (a strategic pillar of
our mission, vision and values) and our investment plan, focused on leading the
energy transition, and toward the Company’s climate resilience through the
evaluation, analysis and ongoing management of the potential risks and
opportunities presented by climate change.

5. Since 2015, the proportion of people who say that climate change is a very serious
problem has increased throughout the world. At Iberdrola, we are aware that
climate change is a challenge that demands the active participation of all members

of society. As early as 2016, Iberdrola had already incorporated a Plan for Raising
Social Awareness on Climate Change, which it has since been carrying out with
various activities focussed on the creation of knowledge and the mobilisation and
encouragement of climate action in society, directed toward various internal and
external audiences, and coordinated through an internal working group at the
global level. This plan consists of four main lines of conduct, which in 2020
included various activities including:

* Internal communications to employees. Throughout this year, numerous
internal communications pieces and news stories were created, including
the publication of the climate science report, which was prepared with the
goal of contributing to an wunderstanding of the climate-change
phenomenon, its visible signs and implications, and the scientific view of its
future progression. Similarly, and in order to commemorate the 5th
anniversary of the Paris Agreement, an online event was held for all
employees, during which the current status of climate policies was
reviewed, along with solutions for the decarbonisation and electrification of
the economy and the status of climate science.

* External communications through high-quality content on Iberdrola’s
website, with a dedicated section for the dissemination of materials.

» Activities (such as education and workshops) aimed at young people. The
EducaClima, project (an online platform of educational resources on
climate change and sustainability prepared by and for teachers, and driven
by Iberdrola) served as the launch site for an online training programme for
teachers in Spain.

+ The establishment of alliances with the public and private sectors as an
accelerator and enhancer of climate action, such as collaboration with the
ECODES Foundation for the development of a project for driving climate
action for small local governments.
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COVID-19:
Towards a green recovery

Countries Main actions

GLOBAL ) . ) )
ACTIONS + Given the crisis generated by the COVID-19 pandemic, many voices have

emerged from all parts of society proposing to seize this moment of recovery as

an opportunity to drive the transition towards a new model that is climate

; neutral, resilient, sustainable and inclusive. This is known as the Green
IBERDROLA Recovery.

» Active support for establishing green recovery plans that align climate goals with
economic recovery, based on the firm belief that policies for promoting a more
efficient and cleaner energy model based on electrification with renewables
offers a clear path toward growth and prosperity and a sustainable short-term
recovery that can be maintained over time (see description of partnerships and
initiatives included in the “Climate Action” section).

* Holding of Iberdrola’s 2020 General Shareholders’ Meeting on a fully remote
basis, donating the expenses of holding Shareholder Day to the health services.

« Iberdrola, convinced that recovery after COVID-19 can only be green, has
committed to accelerating its investments in renewable energy, digitalisation and
electric mobility to drive the economic recovery and employment. It thus
progresses towards the energy transition and decarbonisation and electrification
of the economy, a path it began some 20 years ago, becoming a world leader in
renewables, with a historic plan to contribute to the economic recovery (€75,000
million) based on the following pillars:

o Net-zero carbon global economy
o Clean energy to ensure a sustainable future
> Green economy to transform the industry and drive up employment

« Joining the Race to Zero Breakthrough initiative, which sets specific short-term
inflection points for more than 20 industries making up the global economy,
around a strategic plan that has united businesses, governments and civil
society.

+  EUROForo Next generation: Plans to rebuild or create new industries of the
future, accelerate transformation and implement projects aligned with a green
and digital economy. Iberdrola has 150 initiatives allowing for the mobilisation of
more than 21,000 million euros and involving a multitude of companies,
generating 45,000 jobs per year, economic growth of more than 1.5% of GDP,
improved competitiveness and a balance of payments (between 500 and 1,000
million euros/year) and a contribution to the demographic challenge, which
already include more than 7,000 million euros.

UNITED KINGDOM +  ScottishPower has signed up to the C-19 Business Pledge, highlighting its
commitment to help customers, employees and communities in the United
) LA Kingdon_1 to overcome the COVID-19 crisis through its contribution to the
+ economic recovery.
1IN *  Assistance and support for COP26, to be held in Glasgow, which was
postponed to November 2021 due to the pandemic.
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Iberdrola and the TCFD

201-2

Iberdrola was one of the first companies to publicly commit to implementing the
recommendations of the Task Force on Climate-related Financial Disclosures (TCFD). As
part of this, in 2017, the company created an internal multidisciplinary working group to
coordinate all the work performed in this area. In this report, the company currently reports
the progress made in each of the four thematic areas in which the TCFD's eleven
recommendations are structured.

G 1BERDROLA

TCFD Report: Final Recommendations

Iberdrola group is committed to implement
the TCFD recommendations by 2020

Disclose the Disclose

around climate-related risks and opportunities. climate-related risks.

Describe the organization's processes

Describe the Board of directors” oversight
for identifying and assessing climate-related risks.

of climate-related risks and opportunities.
Describe the organization's processes for managing
climate-related risks.
Describe how processes for identifying, assessing,
and managing climate-related risks are integrated
into the organization’s overall risk management.

Describe management’s role
in assessing and managing climate-related
risks and opportunities.

01

03

02
04

Disclose the actual and potential impacts of Disclose the

climate-related risks and opportunities on the
where such information is material.

where such information is . . -
Disclose the metrics used by the organization

to assess climate-related risks and opportunities
in line with its strategy and risk management process.

Disclose Scope 1, Scope 2, and, if appropriate,
Scope 3 greenhouse gas (GHG) emissions, and the

material.

Describe the climate-related risks
and opportunities the organization has identified
over the short, medium, and long term.

Describe the impact of climate-related risks
and opportunities on the organization’s businesses,
strategy, and financial planning.

Describe the resilience of the organization's
strategy, taking into consideration different
climate-related scenarios, including a 2 °C
or lower scenario.

www.iberdrola.com

related risks.

Describe the targets used by the organization
to manage climate-related risks and opportunities
and performance against targets.
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Governance and sustainability

Iberdrola’s Board of Directors considers climate change to be a priority element for the
company (see section "Climate action at Iberdrola" containing the actions reflecting
Iberdrola's commitment within the framework of climate action), integrating it within the
decision-making process. The Sustainable Development Committee of the Board is
responsible for supervising the aspects relating to climate change and receives regular
reports from the company's management team. It also appears before the Audit and Risk
Supervision Committee and the Executive Committee on matters relating to the fight
against climate change and risk management. The Activities Report of the Board of
Directors and of the committees thereof describes and lists the issues addressed by the
Board and its Committees, and includes everything relating to the risk of climate change.

The Directors Training Programme on climate change ensures supplementary information
based on external sources is available. In the last 12 months, it has also dealt with topics
such as the analysis of the results of the COP25 Climate Conference, technological
innovation in clean energy, climate commitments in adaptation and mitigation matters, and
references to studies on climate science.

The Climate Change Policy of the lIberdrola group, last updated in December 2020,
establishes the company’s goals for decarbonisation and the main principles of conduct in
this area, and reflects the group’s commitment to:

»  Contribute to mitigating climate change and decarbonising the energy model by
gradually reducing the intensity of greenhouse gas emissions to a global level
below fifty grams of CO, per kWh by 2030 (which entails a reduction of close to 90
percent in the intensity of emissions compared with 2000), continuing to develop
electricity with renewable sources, focusing the innovation efforts on technologies
that more efficient and less intensive in carbon emissions, and progressively
introducing them in its facilities until it becomes carbon neutral by 2050.

* Integrate climate change into internal decision-making processes as well as in the
analysis and management of long-term risks for the group.

* Support international climate change negotiation processes, the private sector's
participation in the global agenda, creation of alliances and climate awareness.

Furthermore, the group’s Investment Policy includes the need to consider the possible
risks arising from climate change (physical and transitional) in decision-making on any
new investment.

As a result of the group's commitment, the long-term incentive plan proposed by the
Board of Directors to the shareholders at the 2020 General Shareholders’ Meeting
includes, among others, objectives linked to the fight against climate change, such as the
acceleration of the emissions reduction objectives.This commitment is aligned with the
goal of reducing overall emissions intensity, which contributes to SDGs 7 and 13, by 2030
(see additional detail in the “Remuneration policies” subsection of the "Corporate
governance" section in chapter IV.1.).
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For more information, see the Governance and Sustainability System section of this
chapter, as well as the following link Governance and Sustainability System.

At the operational and management level, business activities are aligned with these
guidelines to deliver on Iberdrola’s commitment and are described in detail in the Strategy
section below. Internal working groups have been created, including the Global Climate
Change Working Group, which integrates various perspectives and organisations in this
area and meets on a monthly basis for a detailed review of climate regulations,
operational milestones and awareness-raising.

Strategy

Climate change is a key element for defining the company’s strategy focusing on
promoting clean technologies and on innovation. Iberdrola treats it not only as a risk
factor, but also as an opportunity for growth through mitigation and adjustment activities
during the transition towards a low-carbon economy.

Leaders in the management of opportunities that this challenge entails, the group’s
resilience requires being prepared for the risks associated with climate change while
taking measures to achieve a net-zero emissions future and working on the protection of
nature and resilient communities. Improving climate resilience entails assessing how
climate change will generate new risks or alter current risks related to the climate and,
therefore, in a broad sense, building resilient systems involves a technological
transformation and a transition towards a decarbonised economy.

Climate change covers various risks, which to a large extent are not new risks for
Iberdrola. These risks, which are covered in the General Risk Control and Management

Policy and therefore monitored, can be grouped as follows:

* Physical, deriving from possible material impacts on the facilities as a result of
effects of the future evolution of climate variables (increased temperatures, rising
sea levels, changes in precipitation patterns, increased extreme weather events
both in terms of frequency and intensity, etc.).

» Transition, associated with all the risks that can appear in the progressive global
decarbonisation process, such as regulatory changes, market, technological and
reputational risks, lawsuits, changes in demand, etc.

Derivatives of these risks may arise, including risks relating to deterioration in the credit of
counterparties (suppliers, banks, others), social phenomena (humanitarian crises, impacts
on crops and fishing, refugee crises, epidemics) and greater competition for financial
resources.

Although the future risks are growing, the experience accumulated by the group in the
management of these risks in the past should be highlighted.
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1.1 Identifying and assessing transition risks and associated opportunities

Iberdrola has been a pioneer in the promotion of renewable energy and the fight against
climate change, and has achieved a position of leadership allowing it to forestall the
potential risks of transition included in the following table by actively contributing to global

decarbonisation.
Risks

Regulatory risk

Financial risk

c
=
=
v
c
i
l—

Market risks

Technological risk

Reputational risk

Change in the cost of raw materials
and emission rights, and
umcertainty as to the behaviour of
the markets.

Regulstory =nd taxation changes,
such as taxes on carbon emissions
=nd/or fozsil fusls. Uncertzinty as to
the financing framework and zid for
the development of renewable
Energies.

Increase in the cost of capital for
imestments in technologies or
businezs models that are deemed
to be unrelated to the fight
=gainst climate change.
Profitability of generation facilities
thet use polluting technologies.
Uncertainty about  technological
development.  Innovation and
anticipation regarding the
development and implementation
of new technologies.

Change in the behaviour znd
preferences of stakeholders, with
pressure an unsustainzble
companies (risk of lzwsuits]. Mon-
compliance with
requirements.

reporting

Approach/management

Expert unit in charge of making
forecasts and preparing long-term
paths. Consideration of decarbonisation
plans at the European and domestic
lewels

The rizk associated with climate change
iz yet another part of the typical analy=is
of regulatory rizks, and thus is evaluated
for each investrment.

Iberdrola’s business model contributes
to the decarbonisation of the economy

The group has units for technological
and prospective analysis, as well as for
technical and performance analysis. In
any event, renewable technologies are
mature technologies. Reduced exposure
to cycles

Reformulation of the corporate
Stakeholder Relations Policy, which is an
essential element of our responsible and
sustainable buziness model

Opportunities

- Economic decarbonisation,
which requires an increase in
the electrification of end uses,
particularly heating (through
the use of heat pumps) and
transportation (through the use
of electric vehiclez). This
transfer of enargy from the
fossil-fuel sector (a risk for
these companies) is an
opportunity for electricity
companies

- Increasing importance of
networks {in terms of greater
digitalisation, smart grids, =nd
system flexibility) under

electrification scenarios

- Impraved energy efficiency
and associated benefits for
consumers, and an improved
relationship with them

- Advantages in terms of
attracting financing for
companies with sustainable and
rezilient business models

In 2020 Iberdrola updated its strategy and published its Outlook 2020-2025.

As part of the process, the company has reviewed and updated the analysis of transition
scenarios arising from climate change over different time horizons. The analysis has

focused on:

Benchmark transition scenarios

* Interaction among key parameters of both the scenarios and the operational
business indicators.

* Operational indicators by businesses/geographies
* Impact of alternative scenarios on Iberdrola’s base case

The scenarios selected are based on plausible forecasts prepared by the International
Energy Agency within the framework of the World Energy Outlook (WEO-2020). The
Outlook 2020-2025 is based on a central scenario and another two scenarios are
considered on which the potential risks and opportunities have been assessed:

www.iberdrola.com
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* Sustainable Development Scenario (SDS): scenario aligned with achievement of
the goals agreed to in the Paris Agreement (<2°C), improvement in air quality, and
universal access to electricity, all in accordance with the UN SDGs. It establishes
an ambitious and pragmatic view of how the global energy sector may evolve to
reach net-zero emissions by 2070. In the WEO-2020, the SDS also includes the
stimulus packages required for a sustainable global recovery from COVID-19. This
is the base scenario used to prepare Iberdrola’s Outlook 2020-2025.

e Stated Policies Scenario (STEPS): provides the path towards where the energy
sector probably trends looking forward to 2040 based solely on policies and
measures that have already been implemented or announced and on the targets
set.

* Net Zero Emissions by 2050 scenario (NZE2050): new scenario framed within
the aspiration to achieve net-zero emissions by the midway point in the century,
bringing forward the ambition of the SDS scenario in relation to neutral emissions.
Iberdrola has completed this analysis with the outcome of various initiatives in
which it has collaborated to understand in depth what is needed to completely
decarbonise the energy sector. Specifically, it has participated actively with the
Energy Transitions Commission in the preparation of the Making Mission Possible
report, which showed that several paths to full decarbonisation of the global
economy are technically and economically possible, and will require profound
transformations within the global energy system. Furthermore, in line with the
climate neutrality objectives of the EU-27 and the United Kingdom for 2050,
Iberdrola has worked with the consultant AFRY to prepare a minimum cost
roadmap for the decarbonisation of the energy sector in Europe see table the
“Decarbonisation in Europe Scenario” on the following page).

IEA: Stated Polices (STEPS)

N 5 Analysis of business operational
Based on existing policy frameworks

\ parameters comparing with Iberdrola’s

Data to 2040 N Base Scenario

N
IEA: Sustainable Development (SDS) Iberdrola's
Net zero emission in 2070 < Base Scenario
Complete implementation of ambitious targets Outlook 20-25

IEA: Global Net Zero Emissions (NZE2050) aivets of baskmen cmerationsd

Net zero emission in 2050 . parameters comparing with Iberdrola's

Limited data availability {to 2030) Y Base Scenario

NET ZERO 1,5°
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Decarbonisation in Europe scenario

The aim of the study is to identify the key points to successfully and efficiently
decarbonise the energy sector by 2050 (electricity generation, heating, and road and rail
transport), using economic optimisation models to identify the most efficient technologies
and paths to fully decarbonise energy by 2050. We are concentrating on the European
energy sector in general, with a particular focus on Great Britain and Spain, two markets
where the group has a strong presence

The results show that the electrification of transport and residential heating and
the acquisition of electricity from renewable energy would be the keys to
decarbonising the European economy between now and 2050.

* Electrification would reach 62% of the final energy consumption in the EU by
2050 — 65% in Spain and 69% in Great Britain — compared with the current
values close to 20%.

+ This entails a 59% reduction of CO, emissions in the EU by 2030, essentially
as a result of the progressive entry of renewable energy to replace fossil fuels, in
accordance with efficiency criteria.

@l 1BERDROLA

ELECTRIFICATION BY SECTORS IN THE EUROPEAN UNION,
SPAIN AND GREAT BRITAIN

[FINAL ENERGY)]

2030 2050
EU SPA GB EU SPA GB
Transport 14% 1% 9% 80%  72% 83%
Building 44% 51% 35% 70%  95% 68%
Industry 39% 38% 49% 48%  43% 61%
TOTAL 35% 34% 31% 62%  65% 69%

Source: AFRY.

= . Demand will double by 2050 as a result of electrification and the generation of
ﬂ Electricity green hydrogen. This means a tripling of installed capacity, almost entirely with
renewables, with a minor contribution from hydrogen in certain areas.

increasingly flexible demand. This requires significant investments in

All of this will bring a moderate increase in interconnections and an
@ Intelligent networks
modernisation, digitalisation and automation of grids.

@By Transport Electrification is 100% in medium and light vehicles, while in heavy, long-haul
vehicles, electrification is supplemented with hydrogen vehicles.

“Heat Electrification via heat pumps will play a crucial role in decarbonising heating.
The use of hybrid heat pumps in very cold regions is being assessed.
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2020-2025 period

The evaluation of scenarios for the 2020-2025 period have been assessed analysing the
hypotheses and forecasts of the different businesses and countries based on the
macroeconomic and sectoral variations envisaged in the alternative scenarios. The results
obtained confirm the resilience of the company's strategic plan (Outlook 2020-2025),
publicly presented on 5 November on Capital Markets Day.

This plan includes initiatives and projects allowing the group to take full advantage of the
opportunities offered by decarbonisation policies regarding electricity generation, the trend
toward electrification of demand, the reality of the digital transformation and the possibility
of integration of the entire system thanks to the electricity grids. Alternative scenarios to
the Iberdrola base case have also been considered, verifying that the company’s strategy
and plans minimise the risks identified by the group’s general risk system, including the
risks arising from climate change. Significant risks are not identified for Iberdrola in the
short term arising from climate change transition factors.

2025-2030 period

The assessment of the scenarios for the 2025-2030 period applies a methodology that
considers the impacts and opportunities as a result of the change in macroeconomic or
sectoral parameters considered most significant for the group’s businesses in each
country. A change in these parameters affects the group’s various businesses to different
degrees, and would impact different operational business indicators. The correspondence
and the degree of intensity identified between these two types of variables is shown
below:

Total Renewable Thermal Investment
KEY PARAMETERS ducti it it Customers . & k
roauction Capaci capaci In NetwWorks
OF THE SCENARIOS - S— f—
(GWh) (GW) (GW) (GWh) (M€)
Final electricity demand (TWh) \/ / /
Weight of electricity
in final energy consumption (%)
Renewable share
of the generation mix (%)
Installed renewable capacity (GW) /

Installed gas capacity (GW) /

Intensity of CO; emissions (grCO./kwh)

Total CO, emissions in the
electricity sector (MiCO,)

Carbon price (€/tC0O;)

Bold: High degree of intensity in the correspondence of these two parameters
Normal font: Average degree of intensity in the correspondence of these two parameters

During the analysis process, the indicators most sensitive to potential changes in the
climate scenarios for each country have been selected, both for the main geographic
areas where the group operates and in other countries with significant activity:
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- Renswable capacity (GW)
= - Onthore wind and solar "!F:'. Renewable capacity (GW)
= Regulatory and legal process for offshore wind -
Networks investrment (M)

Networks investment [ME) - Expansion to connect to decarbonization objectives and Net fara 2040
Transport and distribution rencwal Digitalization Coverage to electrification of "heating/cooling”
Expansion to support state renewable targets blectric mobility
Deployment electric mobility

- Digltization Commercial demand [GWh)

Derniand growth

‘f L
N EP 002=)
‘ ' ' . COMTINENTAL

[ | Thermal preduction {GWh] I j} EURGPE
C02 price '
pric , - ‘ Renewable capacity (GW)

ﬁ_. Ranewabla capacity (GW) \\ Commercial demand {GWh)
.5} Onshore wind and solar - Demand growth
Renewable capacity (GW) e Nuclear power plants dosure : J,-}
Matworks Investment (M) Networks investment | ME) R
- HRenewal and expansion due to Network reinforcement, environmental @ Renewable capacity (GW]
demand growth mitigation and digitization Commercial demand (GWH)
= Renewahle energy production -  Electric mobility J
connection needs Energy storage (GW)
Digitization
Commerclal demand [GWh)
- Demand growth due o electrification of the “
ECONOY

\\_ Hydragen producticn (GWh) _._/ .

The analysis has made it possible to identify positive and negative impacts or the absence
of a significant impact for the businesses and geographic areas identified in the previous
step. The table below provides a qualitative description of the trend of the most relevant
operating indicators for each business under the two alternative scenarios.

Legend
. Positive impact
= Not significant

v Negative impact

Impact 2030 STEPS scenario Net Zero scenario
Business Type of impact Low/NS Medium High Low/NS Medium High

_ v e
:I’Tb/u Retail GWh — .
/ /
ca - —
Global generation MW/GWh = o
v A
= =

4
>

@ Networks Investment (M€} — -

Under a STEPS scenario, which involves slower decarbonisation compared to the central
scenario used, and a lower degree of green electrification, a general absence of
significant impacts has been observed in the medium term, as a result of the high visibility
of the investments planned by the company during the 2020-2025 period. The areas in
which there could be negative impacts during the 2025-2030 period, although of relatively
low importance, are: the retail business in Europe, associated with the lower unit
consumption in this scenario; the generation business due to potential lower growth in
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installed capacity in the European area; and the network business in Europe, as a result
of a lower level of electrification than forecast in the base scenario. The rest of the
businesses will maintain the forecasted growth rates as a result of the great need for
investments to strengthen networks and the penetration of renewables in the United
States and Brazil.

A more ambitious global scenario (Net-Zero 2050) would entail greater opportunities for
the Iberdrola group as a result of a more rapid energy transition, supported by better
financial instruments and policies, more ambitious emission reduction goals, and above all
greater electrification of energy consumption, improved infrastructure, greater efficiency,
flexibility of the electricity system, improved service quality, etc. All of the group’s
businesses would benefit from varying levels of positive impacts degrees depending on
the business and geographic area analysed. The opportunities identified for the
renewables and networks businesses in the United States, where the scale of the impact
would be very high, as well as for the networks business in Brazil should be emphasised.
Growth drivers would leverage increased investment in renewables and in transmission
and distribution networks to accelerate the grid reinforcement and infrastructure
improvement projects needed to ensure integration of the system and quality of supply.

The potential financial impact of the scenarios described in the 2030 horizon have been
analysed in accordance with the recommendations of the TCFC. The impacts analysed
are a result of the business developments described in the preceding paragraphs, and
show a balance of increased opportunities against the risks identified. The commercial
and networks businesses could be impacted with losses of under €100 M in terms of
expected Ebitda for 2030 for the STEPS scenario. On the other hand, the opportunities
arising from a Net Zero scenario could have a positive impact on EBITDA of more than
€300 M in 2030 for each of the three businesses: retail, wholesale and networks. The Net-
Zero scenario has been evaluated assuming organic growth and a stable balance sheet
structure).

Impact on EBITDA 2030 (M€)

STEPS scenario Net Zero scenario

€M €M
Business Type of impact <100/NS 100-300 >300 <100/NS 100-300 >300

%) Retail 2030 EBITDA v A

@ Global generation 2030 EBITDA = o
@ Networks 2030 EBITDA v A

Legend
a Positive impact
= Not significant

v Negative impact
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2030-2050 period

Based on the available projections (see description of scenarios at the beginning of this
section and the “Decarbonisation scenario in Europe” table in in this section), a qualitative
extrapolation of the analysis of transition risks and the Group’s business model leads to a
favourable conclusion regarding the resilience of the group in view of expected trends
during that period.

The following section details the study conducted to identify and assess physical risks.

1.2 Identifying and assessing physical risks and associated opportunities

Iberdrola monitors and manages the physical risks by means of a permanent climate
science analysis process and its application in the company's usual procedures (facilities,
processes, governance and adaptation assets) with a focus on planning, execution and
control, and constant improvement.

Iberdrola has analysed the evolution of the main climate threats based on the projections
contained in the Fifth Assessment Report, ARS5"3, of the IPCC for the RCP 4.5 scenarios
(stabilisation scenario, where the efforts being made and to be made at international level
in terms of reducing GG emissions are taken into account) and RCP 8.5 (a more
pessimistic scenario of greater concentration of GG emissions and, therefore, greater
variations in the climate) (see following figure). The selection of the RCP 4.5 and RCP 8.5
scenarios reflects a conservative approach with regard to physical risk analysis.

Mitigation
efforts

AT * | Adaptation
needs

It is estimated that the temperature increase is unlikely to stay below 2°C
over the 21st century in relation to the pre-industrial period (1850-1900).

Equivalent CO,(ppm) concentration = 1000 \
Change in global average temperature (2081-2100) compared to the period
1986-2005 = 2,6 — 4,8 °C. Projected average value 3,7°C

It is estimated that the temperature increase is unlikely to stay below 4°C
throughout the 21st century from the pre-industrial period (1850-1500).

Equivalent CO; (ppm) concentration = 580-720 \
Change in global average temperature (2081- 2100) compared to the period
1986-2005 =1,1 — 2,6°C. Projected average value 1,8°C

' The IPCC's sixth report (AR6), whose first publications are scheduled for 2021, will take into account a new set of
scenarios (a total of 8) that will consider a series of socio-economic conditions, called SSPs, whose radiative forcings are
similar to those of the current RCPs, although the emission pathways and combination of emissions are slightly different.
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Based on the analysis conducted, in general and in accordance with the best knowledge
available, it is concluded that many of the risks derived from climate change, both chronic
and extreme, (as described in the “Management approach to key threats and related
impacts and opportunities” table included below), affect normal variables of the business
and, consequently, variables managed, to a greater or lesser degree, in the normal
processes of its operations. Climate change is expected to affect the likelihood of
occurrence and potentially the intensity of the risks already managed, and so they do not
constitute a new source of risk but it does raise the degree of sensitivity in view of these
events, although a strong local and technology component is detected, and so
technological and geographic diversification is an adaptation and mitigation factor for the
physical risk.

Given the characteristics of extreme weather events which are expected to increase in
frequency and intensity over the coming years, these are identified as one of the main
threats for the different technologies and jurisdictions. The table below contains the main
threats identified for the different technologies taking into account the expected evolution
of the climate variables and the degree of technological sensitivity'. Furthermore, for
each of them, the main management measures in operating the facilities are identified to
minimise the possible impacts.

' The analysis carried out has not taken into account the specific characteristics of a specific facility and in relation to the
evolution of the threats the best information available has been considered.
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Management approach to key threats and related impacts and
opportunities

Climate threats/impacts

Approach/management

Principal threats Principal physical impacts

* | Greater technical losses and
| lezz flexibility

Average temperature
variations

poweer plant
o Reduced solar-pane| efficiency
variability of solar resource

|
| Decrease in production from
| hydraulic resource

Average precipitation
variation
o | Limited vailahility of process
water

% | Potential effects on substations
L duiE to rizk of flaading

Sea-levelrise

(% | Damage to equipment and
e infrastructure

| Reduced effidency and power;
O | effects on steam turbines due to

s the higher water temperature.

W Greater technical losses;
stronger and more frequent pesk
loads

Infrastructure damg\e due to the
4 | grester rizk of fires; reduced
efficiency

w Damage and outages [ ice
sleaves
Reduced produ:tlonfperformanne
losses

Damage to equipment and
infrastructure

Extremes

infrastructure
|
10 ss | Sediment deposition and
“* | damage to infrastructure
—
Possible damage to
b 1 ‘ infrastructure/falling trees

Potential damags to
infrastructure/accessibility

www.iberdrola.com

Application of new materials that can withstand
high temperatures § design of overhead power
lines for operation under conditions stricter than
mandated by regulations

Regular update of performance curve taking fnto.
it annual seasonal variations

Installation of high-etficiency phatavoltaic
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diversification
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climate variability in the investment

Capacity far and for of
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andfor

Optimisation of operating conditions

Specific analysis of the flood risk of substations /
flood-pratection structures

Monitoring and control
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Opportunities
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* More resilient designs
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Dealing with the vulnerability in view of the risks derived from climate change entails
focusing further on the concept of climate resilience. A facility or infrastructure is resilient
to the climate when it is designed, built and operated in such a way that it anticipates, is
prepared for and adapted to the changing climate conditions. At the same time, it can
resist, respond to and rapidly recover from potential interruptions caused by extreme
climate conditions, thus becoming an optimum strategy to mitigate the risks derived from
climate change within an organisation.

Based on this definition, the resilience of the different areas of business is being analysed
based on three key concepts in its definition: solidity, recovery and adaptability.

«  The solidity of the infrastructure constitutes the basis of the model, as the capacity
to continue the operation in view of changing climate conditions will depend on
this.

* Recovery represents the organisation's capacity to re-establish the service in due
time and quality when the solidity of the system fails due to any event (extreme
weather condition, high temperatures, etc.).

« Finally, and as a wraparound for the general system, adaptability or capacity for
adaptation. Over the lifespan of the facilities and as a result of an innovation and
constant improvement process for the whole system developed based on the
intelligence of the solidity and the efficiency of the recovery, the lessons learned
from the events will be incorporated, making it possible to improve the anticipation
and response capacity, as well as the recovery level achieved, in future events.

* Management of innovation
* Training and communication
ADAPTABILITY * Procedures that ensure the improvements are
included in the infrastructure
SYSTEM * Model of indicators for evaluating stability, the
quality of the recovery response, and ongoing
improvement

* Alarm system

* Emergency plans, area coordination and auto-
RECOVERY protection

SERVICE * Systems: remote management
* Geolocation systems
* Emergency conditions management procedure

* Infrastructure design
STABILITY . Des?gn of pre_vention and a_nF'lcipation systems
+ Design of maintenance policies
INFRASTRUCTURE supply-chain policy

* Analysis of equipment performance

We highlight some examples of actions/projects being carried out at different areas of the
Group and responding to each of these concepts below (see Statement of Non-Financial

Information - 2019 Financial Year Section 1.2 Physical Scenarios of the chapter
"Iberdrola and the TCFD", with additional examples):
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* Solidity encompasses the design criteria, the operating and maintenance
procedures, and the policies required for their effectiveness and efficiency. Given
the sensitivity of certain equipment/components to climate variables such as
temperature, moisture or extreme weather events, in analysing and defining the
design specific production optimisation, efficiency enhancement and durability
studies are conducted in view of the climate conditions of the sites. For example,
in the Renewable Business, the site studies and equipment specifications are
complemented by prediction potential (Meteoflow, an internal prediction system
whose functionalities include forecasting extreme weather events) and regular
monitoring of the systems operation (Domina, an internal tool that makes it
possible to ensure the maximum lifespan of the facilities, asset management, and
to maximise the knowledge of technology). These tools make it possible to
anticipate faults, improve availability and, in general, perform less expensive
repairs. In addition, Iberdrola has internal policies and procedures that generally
contribute to the resilience of its facilities.

* In the area of recovery, the digitalisation and automation of all the business is
noteworthy, particularly the impetus in smart grids with activities focused on asset
management, real-time remote control, predictive maintenance and operational
efficiency from generation to distribution, and optimisation of the grids. The
investments made in the smart grid in recent years have improved the response to
incidents, both in terms of the number of customers affected and the recovery
period.

* As for adaptability, the support for innovation and the initiatives carried out in
recent years constitute evidence of the value of innovation for Iberdrola. Among
the different initiatives developed over these years, the Arborea project, based on
using drones to inspect wind turbine blades and applying a software for
digitalisation of transmission lines of wind farms to reliably facilitate the deferred
inspection while providing analysis data based on artificial intelligence, making it
possible to centralise the strategic decisions and generate an efficient control with
a focus on predictive intervention on the possible faults.

With current knowledge, and based on the analysis conducted to date, Iberdrola's
business model could be classified in general terms and at Group level, as resilient to
climate change, due to the following factors, among others:

*  We boast management processes that already contribute to resilience in terms of
robustness (derived from design and construction procedures), recovery (derived
from the early detection tools and action protocols) and adaptability (due to the
application of lessons learned in the usual operations and the search for constant
improvement in processes).

*  Many of the risks derived from climate change affect normal variables of the
business, and, consequently, variables already managed (to a greater or lesser
degree) in the usual processes of the operations (e.g. redundancy of equipment,
emergency plans, events management, crisis plans, etc.).

* Anticipation in transforming the business model to adapt to climate change.

* The large diversification of generation assets (in terms of both technology and
countries) allows the group to better manage the risk arising from climate change.

» Digitalisation and modernisation of grids and generation equipment.

* The technical specifications of equipment and components make it possible to
cover the expected climate variability over the medium term.
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Considering climate change in the decision-making process in terms of new
investments and renewal of the asset base once the existing assets reach the end
of their lifespan, which makes it possible to increase the resilience of the overall
assets by installing new equipment.

Iberdrola also maintains a proactive attitude in collaborating with third parties
participating in the global and local dialogue of the adaptation, as well as in
collaborating with other sector agents, as a key action to progress in a cost-
efficient manner in developing the resilience of our activity.

The continuity of knowledge acquisition processes in terms of climate science as
well as the integration of the climate variable in the Iberdrola group's operational
and investment procedures.

Innovation remains a strategic variable for the group.

Insurance cover.

Solid business model, with financial capacity.

However, as part of Iberdrola's constant improvement philosophy and taking into account
the evolution of science (new projections, more powerful tools, etc.) and the specific
nature of the risks (highly dependent on specific characteristics and the location), we must
continue advancing and analysing the possible risks associated with specific facilities, and
continue working on integrating the climate change variable in the different process and
phases of the project.

Risk management

Risk identification and analysis

Iberdrola’s Board of Directors and senior management is strongly committed to and
engaged in the management of the group’s risks, including climate change risks:

Ex-ante: acceptable levels of risk tolerance are reviewed and approved on an
annual basis through risk policies and limits that establish the qualitative and
quantitative risk appetite at the group level and at each of the main businesses
and corporate functions.

Ex-post: periodic monitoring of significant risks (key risk maps) and threats and the
various exposures of the group, as well as of compliance with the approved risk
policies, limits and indicators.

The Investment Policy of the group include the need to consider the possible risks arising
from climate change (physical and ftransitional) in decision-making on any new
investment.
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Climate change and new investments

Under the philosophy of continuous improvement, and in line with the Board of Directors’
commitment to facing the risks of climate change, the analysis of these risks was
strengthened during 2020 in the investment dossiers, documents on which investment
decisions on new assets (“FID” in international terminology) are based.

Given that network businesses are built around multi-annual reviews and that future
investments in thermal power plants will be quite small, it has been considered
appropriate to focus the analysis on new onshore wind and photovoltaic facilities. Based
on the experience gained, the model will be expanded in the future to include offshore
wind farms.

The model, promoted by several corporate divisions with the collaboration of Renewables,
is based on a survey. This document should be completed by the Business (from a
technical perspective), taking into account the particularities of each site.

The main variables and related risks have been identified based on existing internal
studies, allowing the Business to verify all items in each survey. On the other hand,
physical risks, due to their nature, are analysed using climate projections from various
sources, with different levels of granularity and time horizons, that are made available to
the Business.

Based on the survey, appropriate conclusions are drawn and included in the Investment
Dossier.

We are facing a systemic and global risk. Companies, governments and individuals can
reduce emissions (mitigation) and/or increase their resilience with a view to the future
(adaptation).

It should be noted that the Group continues to advance and deepen its climate analysis,
as part of a process of continuous improvement in the analysis of forecasts and the
implementation of adjustment measures when necessary.

Risk management

Climate change risks sometimes require strategic management, of which Iberdrola’s
growth policy is an example given its strong focus on the development of renewable
energy and flexible smart grids.

It should be emphasised that the main transition risks (regulatory and market risks) are
essentially nationally. The group’s strategic positioning, its experience in managing these
types of risks and its mix of assets allow it to tackle them with confidence.

However, physical risks are specific to each site, gradual and occur over relatively long
periods, although they can now be seen in the short term (e.g. in some cases as a result
of increased extreme weather events).

In this regard, see the mitigation and physical risk management measures described in
the “Strategy” section of this chapter. The table below offers additional information for
each of the three global businesses of the group:
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Networks

Given the geographic location of our network assets in Spain, the United Kingdom, the
United States and Brazil, and in accordance with the existing studies, potential rises in
sea levels in coastal areas would affect a very small percentage of the regulatory base of
the Group's assets.

Temperature increases and a higher frequency of extreme weather events could entail
greater technical losses, impairment of service quality levels, a very moderate progressive
increase of operating and maintenance costs (associated with several phenomena such
as asset lifespan) and annual investments, although in amounts that are recoverable due
to the multi-annual tariff updates for these regulated businesses. The current investment
and response plans, experience acquired and the grid design (mesh design with buried
lines) would act as mitigating measures.

In terms of transition risks, one should also note the potential widespread development of
distributed generation, the impact of which would be partially offset by the growing
electrification of the economy (such as electric cars) and investments in smart grids,
should be emphasised.

Renewables

The main risk seen is the potential negative future evolution of hydro, solar and wind
resources, which are the key variables in the financial results of this line of business
activity. The uncertainty relating to long-term global climate projections is in addition to the
need to specify the impact in the geographic areas where our assets are located. There is
currently a high level of uncertainty associated with long-term projections, particularly for
solar and wind resources.

* In the case of hydro resources, a possible reduction in annual average rainfall
could have a negative impact on the production of the group's hydro plants,
particularly clear in run-of-river plants, although the negative effects in some
regions can be partially offset with others. Climate change could affect the
seasonable distribution of rainfall.

In Spain, for example, a hypothetical 5% drop in production is estimated to have a
medium-term impact on the margin (net of current rates and fees and discounting
pumping) of approximately 20 million euros. In Brazil, the estimated impact would
be between 5 and 10 million euros.

* In the case of wind resources, as noted above, there are no conclusive studies in
this regard that allow us to anticipate future affects with certainty. However, for
illustrative purposes, a 1% reduction in the group’s wind production would entail a
lower margin of approximately 30 million euros.

In terms of transition risks, the potential cuts in the renewable energy remuneration
frameworks and the fall of prices in marginalist wholesale markets due to increased
renewable production with lower variable cost should be highlighted.
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Liberalised

The long-term impact of climate change on the thermal generation business is not
considered to be material in view of the fact that there will be a substantial reduction in the
group’s fleet in the coming decades (due to reaching the end of its lifespan) and will
mainly be concentrated in Mexico.

The impact on the retail business is considered minor, as possible negative effects arising
from efficiency measures and temperature changes could be counteracted by the higher
growth that the electrification of the economy will foreseeably bring.

Integration in the group’s risk management system

The identification, analysis and management of the risks arising from climate change has
been integrated, with a global focus, into the ERM philosophy under which Iberdrola has
focused its management of risks since the middle of the last decade. The identification,
analysis and management of risks is approached with a multi-departmental focus, in
which there is cooperation between corporate as well as business functions.

For more information, see the Integrated Report and the “Climate change risks”
subsection of the “Main risks and uncertainties" section of the Consolidated Management
Report of the Annual Financial Report 2020.

Metrics and targets

In this Statement of Non-Financial Information - Sustainability Report - Iberdrola includes
significant indicators to report on aspects relating to climate and to the strategy of the fight
against climate change, which are key for the constant monitoring of the strategy's
resilience in view of the scenarios analysed. These notably include the greenhouse gas

emissions_inventory, the intensity of emissions, reduction targets, the use of energy,
energy intensity, the energy mix, renewable installed capacity, use of water, source of
water, R&D and Capex in the development of low-emission products, services and/or
technology.

Iberdrola believes that consistent and improved disclosure of the financial risks relating to
climate change will allow for the establishment of a constructive and well-informed
dialogue between investors and companies regarding the opportunities and risks relating
to their activities.

For more information, see the “Reduction in emissions” section of chapter Il.1.
Furthermore, to show the actions taken by the company to mitigate and adapt to the
consequences of climate change, see the “Climate action at Iberdrola” section of this
chapter as well as the specific Climate Change section of the website.
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Leaders in ESG+F: "Energy to thrive"
Leader in ESG
2020 2022e 2025e
Q. w
(o) Emissions per kWh GCOAWR 98 ~100 <70
fop Biodiversity: reforestation Trees, in Millian - 2.5 8
0% Water consumption m /G 434 <500 <420
4 Smart Grid implementation % of HV and MV grids T0% 75 83
| 2 Smart meters Number, in Milion 14,9 16.7 21.2
'\_,‘ R&D investment Million Euros 293 330 400
S 5
L= w
fi—r Training hours Hours / employee year 53 >55 >55
8 Customers: smart services Number, in Milion 8 12 18
£=7 Jobs supported Conibibiian s Syt ~400,000 >400,000 >500,000
@ Women in leadership positions % of management positions 22 25 ~30
,% Gender pay gap 3% women / men rati +7.3% +/-2%, +1-2%
&1 Electricity for All Bersalioriot o MRt 8 5T 14
(s Foundation Bonsfciarss, in Mition - 1.3 1.4
\
© “*
@ Best practices in Governance' incusin in Coporate Gavemance System v 2 v
¥%g Cybersecurity At o sy oseieniy. 1,200 1,800 2,000
&> Suppliers % of suppiier with sustainable policies 47% 0% 75%

Conscious that environmental, social and good corporate governance (ESG) factors are
linked to medium/long-term results, Iberdrola includes sustainability indicators in its
business strategy, and it established parameters related to ESG criteria in the Strategic

Bonus years ago.

Therefore, the group is fully committed to sustainable development and bases its
investments on environmental, social and corporate governance standards along with
financial strength (ESG+F), supported by the strategic pillars that have allowed two
decades of sustainable growth, thanks to geographic diversification, leading the energy
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transition, promoting efficiency, focusing on innovation and generating a sustainable
dividend.

Acceleration of
Profitable Growth

Financial Sustainable
Strength Dividend

In this regard, the targets that the company has set based on environmental, social and
good governance criteria should be highlighted, as these commitments form the basis of
the sustainable development strategy. The contributions in the ESG areas are reflected in
numerous projects and activities envisaged in the group’s 2020-2022 Sustainable
Development Plan: “Energy to thrive”. Using this plan, the company works towards all
the Sustainable Development Goals (SDGs) of the 2030 Agenda of the United Nations.

The projects, tasks and objectives envisioned in the “Energy to thrive” Plan can be
grouped into seven key issues. This is a broad approach, with multiple lines of work that
include specific tasks (more than 350), broken down into 50 goals that can be measured
in accordance with international sustainability standards.

These goals are monitored every six months and the results are evaluated by the group’s
Sustainable Development and Reputation Committee, under the supervision of the
Sustainable Development Committee within the Board of Directors.

Although the company contributes to achieving all of the SDGs, Iberdrola’s largest
impacts are focused on SDG 13 (Climate action) and SDG 7 (Affordable and clean
energy), which in turn generate significant business opportunities due to the growing
electrification of the economy.

Iberdrola also plays an enormously important role in the development of the communities
in which it does business, in the areas of biodiversity, innovation, training, transparency,
solidarity, education, the arts and culture, among other concerns. The “Energy to thrive”
Plan is a response to all of these challenges while meeting the demands of our
Stakeholders.

All of the initiatives included in Iberdrola’s 2020-2022 Sustainable Development Plan are
integrated into the business units and corporate areas, and put the company at the
forefront of a new order in ESG management, according to which companies must play a
more active role in building a more equitable world.
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SUSTAINABLE DEVELOPMENT PLAN 20-22 “ENERGY TO THRIVE”

IBERDROLA

The "Energy to thrive” SD Plan demonstrates Iberdrola’s commitment to fight against climate change and to the well-being of the
society, through the development of more than 350 actions at environmental, social and governance level. These responds the
demands of our stakeholders and places the company on the highest standards at sustainable development field.

2022 Main targets:

Green energy: we will increase

[} green energy consumption
with an additional 3,300 MW

Digitalization: 16.7 million
smart meters installed

@nvironmental ®

We led the energy transition for more
than two decades to combat climate
change through the innovation and the
production of clean energy.

Fight against climate change:
we will reduce our emissions until
100 g CO,/KWh

Water: reduction of water
@ consumption, up to

<500 m*/GWh

R&D: Research and
development
investments of 330 M €

HEAE

(1)

Ly B B

‘Green Hydrogen: Projects to
produce more than 50 MW of
green Hydrogen

‘Our networks: reaching up to
75% of digitalized networks in
HV & MV

Sustainable moblity: We will
install 150.000 recharging
points by 2025

Renewables: We will accelerate
investmentin clean energy,
incorporating more than 12 GW

Biodiversity: we will reforest
with 2.5 million trees, reaching
8 million by 2025

Circular economy: 100% of
office waste will be recycled and
recovered

2022 Main targets:

Training: We will increase
the number of employee
training hours up to 55

& Sensitization: Support for
w the initiative Universo Mujer
of CSD across 16 federations

eocial

We work for the universal access to
energy, contributing to improve
people’s life quality, creating
employment and assisting those
most vulnerable.

Driver of employment:
i@,f? creating more than 400.000 at
direct, indirect and induced level
Training an Education: More
scholarships and grants
reaching 33.000 beneficiaries

Access to energy: reaching
11.5 million people through
the Electricity for all program.

B 3 o

&Y

Safety: Achieve 99 % of
permanent contract

Social Action: To reach
1.3 million beneficiaries throw
the Social Foundations Program

Excellence: Iberdrolau
Universities Program, with
more than 40 initiatives

Equality: Reach 25% of
women in managerial positions
and maintain equal pay

Intelligent solutions: More
products and services tailored
to our customers, reaching up
to 12 million

2022 Main targets:

Cybersecurity: More
than 1.800 Cybersecurity
analysis of per year

Plans for 80% of suppliers
with identified needs for

develop the best practices at improvement

orate governance level, supporting
ustainable financial market and Responsible supply: To have
70% of our suppliers with

sustainability policies

e
&

moting social responsible practices
n the supply chain.

Sustainable events: Increase in
the certification of sustainable
events, with at least 5 per year

®

()

Sustainable financing:
Maximize green financing,
currently above €15 billion

Compliance: Continuous
improvement of the compliance

systems of the holding company and

the group's subholding companies

Implement best practices in the
Governance and Sustainability
System

New system for 100%
centralized purchases
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7577

Fight against climate
change and protecting
biodiversity

m
n
]

Description

~100 g CO / MWh in 20221
<70 g CO, / MWh in 2025

Additional 12 GW renewables in 2020-2022
Additional 28 GW renewables in 2020-2025

50 MW by 2022. And 535 MW by 2025.
Froduction of 1,000 t by 2022, and 15,000 t by

| Reduce average intensity of CO, emissions

2.5 million trees planted by 2020-2022,
8 million trees by 2020-2025

=500 m3 /GWh in 2022
=420 m3 /GWh in 2025

16.7 million total installed by 2022
21.2 million total installed by 2025

100% of waste generated at our work centres to be
recycled or recoverad in 2021 in Spain and United

mmm m m m M mM m mm m

! gﬂ'ﬂg“mm of green energy at own Additional 3 300 MWh in 2024
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Iberdrola and sustainable management

Iberdrola has a broad set of Sustainable Development Policies, four of which are specific
corporate policies for environmental management:

e Sustainable Management Policy

The group has transformed its business model in recent years to make it more
sustainable, achieving development that meets the needs of the present without
compromising the ability of future generations to meet their own needs.

To continue leading this transformation, the group follows a strategy with the following
main pillars:

* leadership in the fight against climate change,
* development of clean energies that contribute to the decarbonisation of the
economy, and

» development of products that are increasingly competitive, cause the lowest
possible environmental impact and are capable of assuring its customers of
reliable supply.

This policy reflects the main principles of conduct regarding management that all
companies of the group must comply with and that constitute a frame of reference for
achieving the Sustainable Development Goals (SDGs).

Environmental Policy

102-11

Iberdrola’s Environmental Policy establishes the company’s principles of environmental
prevention and the minimisation of environmental impacts, which govern all of the
company's activities. These principles emphasise compliance with regulations and seek to
anticipate the regulatory changes outlined by the administration, driving innovation and
the implementation of robust management systems that integrate precautionary principles
(the avoidance of risks and impacts), continuous improvement and participation by all of
the company's stakeholders.

The policy also defines three areas of special interest to the company, namely: the circular
economy, natural capital and the protection of biodiversity. All of these pillars are essential
to achieving fully sustainable activity.

* Biodiversity Policy

The Biodiversity Policy illustrates Iberdrola's commitment to the fight against the loss of
biodiversity, which is an integral part of its strategy, such that its activities have a net
positive impact on biodiversity.
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To this end, the policy establishes the principles of conduct and their integration into the
company's decision-making during all phases (construction, operation and
decommissioning) of the life-cycle of its facilities The mitigation hierarchy (avoid, mitigate,
restore and compensate) is the fundamental principle of conduct in any of our activities,
avoiding the placement of new infrastructure elements in protected areas, integrating the
preservation and promotion of biodiversity into the environmental management systems
through specific biodiversity plans, collaborating with stakeholders, and encouraging
awareness and communications.

This Biodiversity Policy confirms the Company's commitment to sustainable and efficient
development, recognising the strategic value represented by the preservation and
promotion of biodiversity for all of the companies belonging to the group.

 Climate Change Policy

For more information about the implementation of this policy within the group, see the
"Climate Action at Iberdrola" section of Chapter I.3.
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Management of natural capital

Economic and social development are closely linked to the use of natural capital,
understood as all of the natural materials (stocks) that we use and that generate a flow of
goods and services. The use that we make of these materials will affect not only their
availability but also the integrity of the ecosystems and their biological diversity that share
the use of the materials.

Iberdrola, aware that the preservation of ecosystems is an essential condition for global
sustainability, has been working since 2012 to develop methodologies that make it
possible to identify, quantify and assess the impacts and consequences of its activities
with regard to natural capital. This work includes the Biovalora project, which was centred
around a financial assessment of ecosystem-related services at the hydroelectric power
plants of the Tera System in Zamora (Spain), and the REIS project, which developed a
methodology for evaluating the ecosystem-related services generated during the
construction of infrastructure elements; and in recent years there has been work on the
Cumbernauld Living Landscape project, which applies the evaluation of natural capital to
the infrastructure elements of the Business Networks at ScottishPower.

In 2020 the Group continued to work on the incorporation of new methodologies that
make it possible to identify and assess dependencies and the impacts on biodiversity and
natural capital. During this year, pilot projects were conducted for the application of the
LIFE Institute methodology at the Teles Pires hydroelectric generating plant and at the
Termopernambuco combined-cycle plant, both in Brazil.

Work was also performed to identify and document the impacts and dependencies arising
from interactions of its activities with natural capital, i.e. on renewable and non-renewable
natural resources, and on the flow of goods and services (known as “ecosystemic
services”) that these resources provide to people. (For more information, see the
Biodiversity Report 2018-2019).

The Company also continued its participation in the working group dedicated to natural
capital and energy, combining its efforts and experience with those of seven other energy
companies in order to lead a collaborative project that is unique in the world. The goal of
this working group is to assess the application of the Natural Capital Protocol in the
energy sector, for the development of a shared methodological framework for the
identification, measurement and evaluation of natural capital. This initiative aims to serve
as a benchmark and to motivate other companies and industries to undertake similar
collaborative learning efforts and to share best practices in order to expand action in
favour of sustainable development.

Iberdrola is also partnering with the University of Salamanca on the ES-Values project'®,
the goal of which is to expand knowledge about natural capital, the benefits it gives us and
its economic quantification through the world’s largest database of economic estimations
of ecosystemic services.

15

https://esvalues.org/
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Circular economy

Contribution to SDGs of the performance described by the indicators of this section (according to
SDG Compass www.sdgcompass.org)

12 Cowsero
CONSUMPTION
ANDPRODUCTION
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For Iberdrola the circular economy is a key ’ d 15eroROLA
element for sustainable development and RCULAR
affords an opportunity as a driver for climate =

action and energy transition.

Our sustainable energy model, which relies on the decarbonisation and electrification of
the economy and also on innovation, is aligned directly with the circular economy through
emissions reduction, the use of renewable resources for production, improved efficiency,
resource optimisation, and the maximisation of waste reuse.

CIRCULAR ECONOMY MODEL AT IBERDROLA
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The challenges of sustainability cannot be approached in an isolated manner, but rather
must be addressed holistically. Therefore, in 2019 Iberdrola defined its circular economy
model, which includes the entire value chain from suppliers to customers, along with our
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operations. This effort continues not only to improve the circularity of our activities but also
to improve our suppliers, as well as to offer our customers products that make progress
toward the circularity of the economy.

Iberdrola is committed to an electrical energy system based on renewables, and is
changing the way it manages its warehouses and the equipment and materials that are no
longer useful to the company, encouraging their sale as second-hand equipment and
materials, thereby avoiding their treatment as waste.

We are also focused on encouraging and raising awareness about this new way of seeing
the world and caring for the environment, in which the reduced use of natural resources
takes priority and in which the best waste is waste that is not produced, with unavoidable
waste being viewed as a resource that can be reinserted into the productive cycle. This is
all made possible by a regenerative vision based on innovation (in business, product and
process models), collaboration and outreach and heightened awareness.

Since 2017 Iberdrola has been a signatory to the Spanish government’s circular economy
agreement with the Ministry for Ecological Transition and Demographic Challenge.

Efficiency in the use of natural resources

The generation of electricity is one of the group's main activities. As part of its commitment
to encouraging a circular economy, Iberdrola continues to opt for the most efficient
technologies per unit of production, with the smallest environmental impact. This is
reflected in the following activities:

+  Commitment to the development of renewable energy, especially onshore wind,
offshore wind, and solar photovoltaic energy.

* Closure of the last two remaining coal-fired plants, in keeping with the business
strategy of replacing conventional technologies with other production technologies
that generate lower emissions.

»  Selection of products that have a smaller environmental impact.

+ Sustainable management and use of consumables, always respecting the natural
environment and taking the necessary measures to reduce the risks of affecting it.

+  Commitment to technologies that are less dependent on water resources.
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Environmental Management System

The commitments made in the various environmental and sustainability policies
mentioned above are embodied in the Iberdrola group’s Environmental Management
System. This system enables the alignment of the environmental dimension within the
group’s sustainability model, integrating the SDGs and articulating the mechanisms for
measuring and assessing the group’s environmental performance in terms of the life
cycle, including the concepts of circular economy and natural capital in the group's
management.

The group’s Environmental Management System establishes a common, homogeneous,
integrated and benchmark environmental framework for all of the organisations. The
system also facilitates the development of an ongoing diagnosis of the company's
environmental behaviour at each of its management levels

—| =

ntal Guidelines

Environme
v .
) =N =
g ;

Corporate Objectives
and Indicators

The System thus translates the corporate environmental policies into environmental
guidelines, which are deployed by Iberdrola's organisations in the form of environmental
objectives and targets. The environmental guidelines that define Iberdrola’s strategic
environmental approaches are:

* Protect the environment and stop the loss of biodiversity.

+ Combat climate change and its effects.

* Guarantee sustainable modes of production and consumption.

* Revitalise partnerships with Stakeholders for sustainable development.
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The precautionary principle set forth in the Environmental Policy is implemented, via the
environmental management system, through the identification of the group's
environmental risks and opportunities, and their management by means of specific
instruments for the prevention and mitigation of risks, as well as by means of action plans
for the opportunities that arise.

The advantages provided by the environmental management system include:

» Identification of environmental aspects throughout the entire life cycle and their
impact on the environment, by calculating the Corporate Environmental Footprint
(CEF).

+ Exploitation of synergies between business activities and improvements in internal
tools that result in a simplification of procedures.

*  Environmental training and awareness-raising programmes for employees. A total
of 29,856 hours of environmental training were provided to employees
(environmental awareness course, training in the ISO 14000 y others), introducing
them to knowledge about environmental concepts.

* In 2020 special emphasis was placed on communication to employees regarding
aspects related to the protection and improvement of biodiversity.
* Improvement in supplier engagement.

» Strengthening of relations with Stakeholders.

The environmental function is thus distributed among all organisational and hierarchical
levels of the group, from the Chairman’s Office down to each person with local power over
his or her surroundings. This complies with the “subsidiarity” principle of the
Environmental Policy, whereby all matters relating to the environment are addressed and
resolved in each region by the immediately affected business, although they must all be
included within the framework of Iberdrola’s environmental management system
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Corporate Environmental Footprint (CEF)
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Benchmarking

Iberdrola’s environmental management activities include the calculation of the CEF, which
evaluates the effects of the company’s activities on the environment from the life-cycle
viewpoint (ISO/TS standard 14072:2014). The objectives of the CEF are:

* To quantify, homogenise and unify the group’s environmental performance.

+ To determine the effect of Iberdrola’s activities in the various environmental impact
categories.

*  To help monitor the organisation’s environmental performance and allow for
tracking of the objectives of the businesses and of environmental improvements.

* To identify and assess the environmental aspects having the greatest significance
for Iberdrola’s activities.

For more information, see [berdrola’s Environmental Footprint.
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Certifications

Iberdrola's environmental management system is rooted in international procedures and
standards that are audited by recognised prestigious independent agencies. The company
currently holds the following environmental certifications:

ISO 14001. This standard covers the activities consisting of the generation,
transport, distribution and marketing of products, the management of offices, and
general services. In particular, 77.29% of energy was generated within certified
facilities in 2020.

Eco-Management and Audit Scheme (EMAS). The group's thermal power
generation plants hold certificates under this standard.

ISO 14064. Iberdrola verifies its greenhouse gas emissions under this standard.

ISO TS 14072. Iberdrola verifies its Corporate Environmental Footprint under this
standard, and is the only company in the industry that has obtained this certificate.

ISO 20121. Sustainable Event Management. Iberdrola certifies its General
Shareholders’ Meeting under this standard.

More information is available online, in the Certifications and Verifications section of the
website.

Expenses and investments

Iberdrola generally considers all expenses or investments regarding projects that have a
clear environmental impact, whether direct or indirect, to be environmental expenses or
investments, in accordance with the following categories:

Expenses and investments involving emissions-treatment equipment or systems
for reducing the company’s environmental impact.

Expenses and investments involving improvements in the management and
treatment of both hazardous and non-hazardous wastes.

Reducing the company’s environmental impact by removing contaminants from
soil and water.

Environmental preventive measures, including investments in new renewable
facilities.

Environmental management, including investments and expenses associated with
improved management of the environment, in addition to the measures mentioned
in the foregoing sections.

All of this is aimed at moving toward a more sustainable energy model.

Environmental investments and expenses (€ thousand)

2020 2019 2018

Environmental investments 5,116,365 3,711,609 2,132,586

Environmental expenses 670,549 705,851 549,666
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Reserves and insurance coverage for environmental risks

In 2020 Iberdrola invested 126 million euros in the prevention of environmental risks (fires,
spills, protection of avifauna, etc.). It also establishes accounting reserves to cover the
potential materialisation of environmental risks.

Iberdrola also has insurance policies that cover environmental risks. The main types of
corporate insurance policies that the company has obtained that include environmental
coverage are:

*  Environmental Liability Insurance: Contractual limit of 130 million euros per
incident and in the aggregate per year.

« Civil Liability Coverage for Sudden Accidental Pollution in the general civil liability
policy: Limit of 500 million euros per incident and in the aggregate per year.

Environmental Grievance Mechanisms

Iberdrola makes grievance tools and mechanisms, and the associated management
procedures therewith, available to its Stakeholders. All of this is described in the "Access
to appropriate information" section of Chapter Il.2.

Specifically focused on the environmental aspects of its activities, Iberdrola has an email
mailbox, medioambiente@iberdrola.es, that serves as a channel of communication with its
Stakeholders that can be accessed in the contact section, and that provides the
opportunity to ask questions, offer suggestions, state grievances or submit complaints.
This mailbox is included in the company's Environmental Management System and is
certified under the ISO 14001 standard.

89 emails were received in the environmental inbox in 2020. Of them, 5 were
environmental queries and there was only one environmental complaint that was resolved
favourably

In addition to the environment mailbox, Iberdrola can also receive messages relating to
the environment through the various channels that it maintains on social media.
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The change in the consumption of fuel from non-renewable sources over the last three
years is shown below:

301-1

Use of raw materials

2020 2019 2018
Coal (t) 113,130 162,683 736,670
Fuel-oil (t) 26,227 36,084 44,155
Natural gas (Nm3) 14,649,824,715 13,984,058,415 1° 11,657,294,782
Diesel (m3) 18,141 19,447 V7 67,436 '
Uranium (kg) 29,899 37,148 44,625
Waste-derived fuel (WDF) (t) — 1,841 2,983
Offgas (m3) '° 73,835,934 77,560,574 N/A

The coal that was consumed in 2020 was the coal that had been stored in the power plant
as a result of the closing of the coal-fired thermal power generation plants, whose
administrative authorisation was received for the last of the group's operational plants,

located in Spain, in July 2020.

301-2

The use of waste-derived fuel (WDF) and offgas accounted for 0.02% of the total energy
from fuel consumed during the year.

Fuel use (%) by country during 2020 is shown below:

301-1

Distribution of fuel consumption 2020 (%)

Coal Fuel oil Nagt:sral Gas-oil Uranium WDF Offgas
Spain 100 97.5 13.6 25.5 100.0 0.0 100.0
United Kingdom 0.0 0.0 0.0 0.0 0.0 0.0 0.0
United States 0.0 2.0 4.0 0.0 0.0 0.0 0.0
Brazil 0.0 0.0 3.1 74.0 0.0 0.0 0.0
Mexico 0.0 0.0 79.3 0.4 0.0 0.0 0.0
Other countries 0.0 0.5 0.0 0.1 0.0 0.0 0.0

'® Data recalculated with respect to the data published in 2019
"7 Data recalculated with respect to the data published in 2019
'8 Data recalculated with respect to the data published in 2019
'° Offgas is a gas that is produced as a byproduct of an industrial process.
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Apart from fuel, there is also much lower consumption of chemical products (in water
purification, filtering of gases, etc.), oil and grease (as lubricants to maintain equipment)
and office paper. As to this last consumable, it should be noted that the implementation of
electronic billing continued during 2020, saving 265 t of paper.
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Efficiency in energy consumption

GRI 302

The Iberdrola group ensures optimisation in the use of energy throughout its entire value
chain (production, transport, distribution, marketing and end use), contemplating energy
efficiency from a three-fold perspective:

As an electricity generator and distributor, it seeks to improve efficiency by
introducing the most advanced technologies, equipment and digitisation.

As an energy consumer, Iberdrola promotes the ongoing improvement of energy
efficiency across all its activities (offices and buildings, mobility, etc.).

As an electricity supplier, the company informs, promotes and supplies
comprehensive efficiency solutions aligned with the emission reduction strategy,
thereby contributing to more efficient use of energy by consumers, whilst
encouraging the reduction of the environmental impact of their energy habits and
consumption.

Energy intensity

302-3

The trend of the intensity of fuel consumption in thermal power generation plants in
relation to their net production (tep/GWh), and the intensity of internal energy
consumption, are shown in the following two tables:

Fossil fuel consumption (tep/GWh)*

2020 2019 2018
Total 169 173 174
Intensity of internal energy consumption (GJ/GWh)

2020 2019 2018
Total 2.63 2.81 2.74

2 Conversion factor used: 1GJ= 0,023888889 Tep.
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Generation technologies (% energy production)

2020 2019 2018
Renewables 41.8% 39.0% 42.4%
Onshore wind 24.2% 24.7% 25.1%
Offshore wind 2.7% 1.5% 1.1%
Hydroelectric 14.0% 12.2% 15.9%
Photovoltaic solar and other 0.9% 0.7% 0.2%
Nuclear 14.9% 15.6% 16.2%
Combined cycle 39.1% 39.2% 34.8%
Cogeneration 4.0% 5.9% 5.5%
Coal 0.1% 0.2% 1.1%

The increase in combined cycle production was mainly due to the reduction in
hydroelectric production in 2020.

Energy consumption within the organisation

3021

Energy consumption within the organisation (internal consumption) includes the
consumption of energy at all of the Iberdrola group’s facilities, buildings and offices, and is
calculated as:

Energy consumption within the organisation (GJ) = Fuel consumption + Energy purchased
- Energy sold (non-renewable) - Steam sold.

The fuel consumption figure in terms of energy (GJ) is obtained from direct measurement
of the fuel used at each facility based on its calorific value (NCV):

Consumption(GJ ) = Consumption of fuel (kg)x PCI (MJ/kg) /1000

The value of the energy purchased or sold is obtained by direct measurement at the
facilities, buildings and offices.

Consumption(GJ ) = 2 building / facility consumption (MWh) x 3.6 GJ/MWh

Energy consumption within the organisation in recent years is shown in the following
table:
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302-1
Energy consumption within the organisation (GJ)*'
2020 2019 2018
Fuel consumption 770,867,957 764,408,401 706,835,480
By type of fuel
Natural gas 493,489,304 490,676,621 415,501,092
Uranium 270,669,733 264,926,154 265,340,801
Coal 3,222,009 4,566,621 20,786,570
Fuel-oil 1,037,834 1,461,030 1,801,267
Diesel 671,509 838,471 2,975,254
WDF 0 60,226 97,598
Offgas 1,696,466 1,788,091 N/Av
Petrol 47,220 40,564 303,958
Ethanol. 33,880 50,623 28,940
By type of technology
Generating plants % 711,291,097 681,479,869 630,813,850
Cogeneration 58,616,040 82,007,939 74,427,358
Non-generating plants % 960,820 920,592 1,594,272
Energy purchased 13,393,570 9,752,579 11,323,334
Standby and pumping 12,945,390 8,882,244 10,456,923
Buildings 448,180 870,335 866,411
Energy sold (non-renewable) 341,142,273 332,690,372 301,836,963
Steam sold 13,470,434 14,155,713 14,695,071
Iif:ﬂrzgi’igztic::s“m"“°“ it 429,650,113 427,314,894 401,626,780

The increase in fossil fuel consumption for power generation, and the greater
consumption for pumping, are the factors responsible for the increased internal energy
consumption.

Reduction of energy consumption

Two cornerstones of reduced energy consumption are considered: on the one hand, the
energy savings from reduced fuel consumption and, on the other hand, the savings
associated with the steps taken to improve energy efficiency.

In 2020 the consumption of fossil fuels for the generation of 258,501,792 GJ of energy
was avoided through the generation of renewable energy and the supply of steam to
industrial customers, which accounted for a 14% increase over the 2019 figure.

2! _ Energy consumption within the organisation (GJ) = Fuel consumption + Energy purchased - Energy sold (non-
renewable) - Steam sold.

- Some of the figures for 2018 and 2019 in this table have been recalculated in respect of those published in 2019
- This report includes fuel consumption in fleet cars (diesel, petrol and ethanol) as a novelty.

22 Combined cycle, conventional thermal and nuclear plants.

2 The “non-generating” facility is Hatfield (gas storage) in the United Kingdom.
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302-4

Reduction of energy consumption by the generation of
renewable energy and steam (energy saved, GJ)

Areas Energy type 2020 2019% 2018

Annual primary energy
savings through the

Renewables : 245,031,358 213,481,513 222,313,996
production of renewable
energy
Annual savings through the

Cogeneration : supply of heat energy 13,470,434 14,155,713 14,695,071
(steam) within the group

Total 258,501,792 227,637,226 237,009,067

The reduction in energy consumption is equal to the savings of primary (non-renewable)
energy generated by the production of renewable energy and cogeneration. This figure for
the energy saved is obtained from direct measurement at the output terminals of the
facilities.

Consumption(GJ ) = deneration (MWh) x 3.6 GJ/MWh

Various measures were implemented in 2020 to improve energy efficiency within buildings
and infrastructure elements. The energy savings produced by these measures is
presented below:

Reduction of energy consumption associated with increases in
efficiency (energy saved, GJ)

Areas Item 2020 2019 2018

Efficiency in the Savings due to

distribution network efficiency in the grid 1,008,490 997,153 2,824,219
Savings due to

Efficiency in generation efficiency improvement 703 663,902 %° 9,117
at plants

Efficiency at buildings ~ >avingsdueto 7,162 509 672
efficiency in buildings

Total 1,106,355 1,661,564 *° 2,834,068

%Data recalculated with respect to the data published in 2019.
®Data recalculated with respect to the data published in 2019.
®Data recalculated with respect to the data published in 2019.
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Savings due to efficiency measures of the electricity grid

124

Energy savings from network efficiency derive from actions the company takes to control
or reduce losses, including:

* Updates and modifications to reduce the length of lines through construction of
new substations and increases in the power of existing substations, increases in
voltage and improvement of power factor, implementation of remote management,
and maintenance work.

* Improvements in contract management and supply point inspections: replacement
of electromechanical meters with electronic meters, inspection of facilities and
regulation of customers and clandestine connections.

* Increase in top-level reviews and strengthening of field activities with supply point

inspections to reduce administrative and non-technical losses.

The following table shows transmission and distribution network losses:

EU12

Transmission and distribution network losses (%

)27

2020

2019

2018

Transmission

United Kingdom 2.01 213 1.52
United States 1.36 0.83 9.10
Distribution

Spain 6.50 6.47 6.58
United Kingdom 6.78 6.51 6.53
United States 4.16 2.22 3.72
Brazil 17.24 13.20 13.21

Loss reduction programmes are implemented each year in all regions to improve the
reliability and availability of the supply network, which has made it possible to reduce, or

at least maintain in most cases, the level of losses.

Efficiency in thermal generation

As in prior years, the company continues to take action to improve the efficiency of the
plants, avoiding leaks, decreasing emissions, reducing internal utility consumption,
optimising start-up times and procedures, and installing recirculation systems, among
other things. The calculation of the savings resulting from generation efficiency is an

estimate of the reduction in fuel consumption per MWh.

2" Some of the figures for 2018 and 2019 in this table have been recalculated in respect of those published in 2019.

2 The only available data is from distributors in Brazil.
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The following table shows the average performance of the thermal power generation
facilities:

EU11
Average performance of thermal generation facilities %

2020 2019 2018
Combined cycle 55.54 55.11 54.22
Conventional thermal 32.84 34.34 34.28
Cogeneration 57.72 56.24 55.62
Total 55.65 55.15 53.83

Detailed information about the average performance of the thermal generation facilities in
the various countries is provided in Annex 1 "Supplementary Information".

Efficiency at buildings

Iberdrola continues to implement energy efficiency measures in the company's buildings
and offices throughout the world. In 2020 the provision of green energy (from renewable
sources) to buildings was introduced, which accounted for 94% of the total energy
consumed by the buildings in Spain and 100% of the energy consumed by the buildings in
the United Kingdom.

Moreover, energy audits of the buildings made it possible to implement improvements
during these years in order to optimise the acclimatisation (heating and air conditioning)
performance, improve thermal insulation, increase the efficiency of building lighting and
automate the associated facilities. The savings achieved through the application of these
measures amounted to 7.162 GJ in 2020.

Reductions in energy requirements of products and services

Iberdrola sells new products and services to encourage energy and financial savings by
its customers, efficiency and care for the environment.

29 Average of efficiencies weighted by the annual production of each thermal power plant.
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302-5
Energy savings of green products and services (GJ)
2020 2019 2018

Photovoltaic solar energy 137,192 4,182 20,336
Energy audits and plans N/Av. 4,737 46,545 %
Gas maintenance service N/Av. 821,171 875,326
Other savings and efficiency activities 499,640 171,781 99,970
Green energy supplied 221,612,321 48,047,064 42,700,000
Total 222,249,153 49,048,935 43,742,176

Notice should be taken of the effort being made for the marketing of green energy.

Energy consumption outside of the organisation

302-2

The most significant consumption of energy outside the organisation is consumption
associated with trips to/from work by the group's employees and with business travel
(planes and motorways). All of this information forms part of Scope 3 of the calculation of
greenhouse gas emissions. Energy consumption outside the organisation is estimated
based on the distances travelled via each means of transport and is transformed by
means of conversion factors obtained from official sources®'. The energy consumption for
these items is on the order® of 343,985GJ.

%0 The energy audits and plans are in effect for 5 years, giving rise to the reduction they produce.
3! Defra: Department for Environment, Food and Rural Affairs (United Kingdom).
%2 Does not include data from Mexico because the data was not available as of the closing of this report.
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Reduction in emissions

Contribution to SDGs of the performance described by the indicators of this section
(according to SDG Compass www.sdgcompass.org)

1 CLIMATE
ACTION

GRI 305

As part of its climate action, Iberdrola has ambitious emission-reduction objectives that will
bring us to emission neutrality by 2050 and which are recognised as Science Based
Targets (SBTi). The company also has an investment plan and innovation policies aimed
at the decarbonisation of the energy mix and the consolidation of our leadership in the
areas of renewable energies, smart grids and clean technologies, and is making progress
in its commitment to implementing the recommendations of the Task Force on Climate-
related Financial Disclosures (TCFD).

For yet another year, Iberdrola has registered its footprint in the Register of Carbon
Footprint, Carbon Dioxide Offsets and Absorption Projects maintained by the Ministry for
Ecological Transition and the Demographic Challenge.

More information is available in the "Climate action at Iberdrola" and "Iberdrola and the

TCFED") chapter 1.3 and in the Climate change and emissions section of the website.

Intensity of GHG emissions

The intensity of CO, emissions is calculated based on direct emissions from the
production facilities® divided by the group’s net output, including steam.

As reflected in the EU2 indicator in the "Key operating figures" section of chapter 1.1, in
this report Iberdrola uses, for its generation assets, a reporting criterion that draws a
distinction between its “own” production and installed capacity and “third party” production
and installed capacity. The latter parameter reflects the particular operating conditions of
some of our plants in Mexico, which Iberdrola operates as an Independent Power
Producer (IPP) under the auspices of the Mexican Federal Electricity Commission
(Comisién Federal de la Electricidad) (CFE).

Under these conditions, Iberdrola believes that the IPP plants do not comply with the
requirement enunciated by the GHG (Greenhouse Gas Protocol) regarding “... the
authority to introduce and implement operating policies at the operation” in order to be
included in Scope 1.

3See section “Direct greenhouse gas emissions. Scope 1 (per GHG Protocol)” below
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The following table shows the intensity of emissions.

305-4

128

Intensity of CO, emissions

2020 2019 2018
Specific emissions from global mix
(kg/MWh)74 98 110 112
Specific emissions from global mix 0.376 0363 0.379

(kgr€) **

In 2020, CO, emissions per MWh generated remained among the lowest among domestic
and international energy companies. It should be noted that Iberdrola’s emissions intensity

in Spain was 74 kg/M

Wh.

Inventory of Greenhouse Gas Emissions (GHGs)

Iberdrola’s inventory of emissions is calculated using the emissions set forth in disclosures
305-1, 305-2 and 305-3. In April 2020, for the eleventh consecutive year, AENOR verified
Iberdrola’s greenhouse gas emissions inventory, covering the direct and indirect
emissions from all of its activities, pursuant to the UNE ISO 14064-1:2006 standard.

Set forth below is the inventory (as of the date of approval of this report) to be submitted
for verification in 2021 pursuant to the Greenhouse Gas Protocol of the World Business
Council for Sustainable Development (WBCSD) and the World Resources Institute (WRI).

CO, equivalent emissions to be verified in 2021 (t)

. United United . .
Spain Kingdom States Brazil Mexico IEI Total
Scope 1: Direct 4,691,505 28,700 1,416,448 738,845 6,141,766 119,056 13,136,321
emissions
Scope 2: Indirect 636,857 404,605 297,283 571,001 91,887 95 2,001,729
emissions
2,?1?5";03,;%” indirect 4 4175457 8,589,914 24528246 4495114 17,131,750 1,228 58,921,709

Updated information is available in the Greenhouse Gas (GHG) Inventory section of the

corporate website.

%Direct emissions from energy generation facilities (305-1) compared to net revenues in €.
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Direct greenhouse gas emissions. Scope 1 (per GHG Protocol)

Direct emissions are emissions from sources of GHGs that are owned or controlled by the
company. They include:

Emissions that result from the consumption of fuel and that are produced by
owned facilities that generate electrical power.

Emissions of methane (CH,;) and nitrous oxide (N,O) associated with fuel

consumption.

* Emissions from non-generation (gas storage) facilities.
* Fugitive emissions of methane (CH,) (storage and transport of natural gas).
hexafluoride (SFg) (distribution networks,

*  Fugitive emissions of sulphur
substations, generation plants, etc.).

+ Fugitive emissions from coolant gases.
+  Emissions from facilities that provide services to buildings (fuel consumption).
* Emissions from mobile combustion sources, associated with road transport of

employees with fleet vehicles for work purposes.

The emission factors used to calculate each of these emissions are obtained from official

sources.

The following two tables show the changes in Scope 1 emissions from production facilities
and other facilities (offices, vehicle fleets, etc.):

305-1

CO, emissions at Scope 1 production facilities (t)

2020 2019°*° 2018°°
Thermal generating plants 9,234,744 8,445,453 9,358,004
Cogeneration 3,228,828 4,516,241 4,088,188
Othe.zr emissions from production 4745 5,284 11,250
facilities ‘
Total 12,468,317 12,966,978 13,457,441

79% of the group's own installed capacity is emission-free. Direct emissions other than the
above emissions from production facilities are less than 5% of the total of Scope 1.

% Data updated in the verification of the GHGs
% Data updated in the verification of the GHGs
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Other Scope 1 emissions (t CO.eq)

2020 Source of emission factors

CH4 and NO2 emissions due to combustion

38
(Non-renewable generating plants)®’ 69,489 IPPC

CHy4 Fugitive Emissions 231,967 IPCC
(Gas storage and transport)
SF; Fugitive Emissions
(Electricity distribution) 279,726 IPCC

. . - MITECO: Spain.
EFm'Sf'O”S n b“'t'.d'”gs 38,455 DEFRA: United Kingdom, Mexico and Brazil.
(Fuel consumption) EPA: United States, Mexico and Brazil®
Emissions from mobile combustion 42 903 DEFRA: Spain and United Kingdom.
(Fleet vehicles) ’ EPA: United States, Mexico and Brazil
Other emissions 5,464* DEFRA: United Kingdom
(Gas storage, coolant gases)
Total 668,003

For more information, see the climate change and emissions section of the corporate
website.

Indirect greenhouse gas emissions. Scope 2 (per GHG Protocol)

Indirect emissions are those emissions deriving from the company’s activity but generated
by other entities, including emissions from the generation of electricity acquired for the
company’s consumption. These emissions are:

* Emissions associated with the consumption of electrical power during shutdowns
of the thermal, renewable and nuclear plants, and during pumping at the
hydroelectric plants.

» Emissions associated with the consumption of electricity in the group’s buildings.

* Emissions associated with network losses during the distribution of electricity to
third parties.

CO, is calculated by applying the emission factor of the generation mix of the respective
country:

* Spain: Red Eléctrica de Espana

* United Kingdom: DEFRA

+ United States: U.S. Energy Information Administration

- México: SEMARNAT *'

» Brasil: Ministry of Science, Technology and Innovation for Brazil

An action plan is being advanced internally to complement the calculation of emissions
using a "market-based" methodology. This effort will continue throughout 2021.

37 Only emissions associated with owned generation are included.

% |PCC: Intergovernmental Panel on Climate Change.

39 MITECO: Ministerio de Transicion Ecoldgica | EPA:Environmental Protection Agency (Estados Unidos).

40 30lo incluye Almacenamiento de gas, y emisiones de refrigeracion.

4! SEMARNAT: Secretaria de Medio Ambiente y Recursos Naturales en México (Secretary of the Environment and Natural
Resources in Mexico) .
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Iberdrola continues to reduce its indirect emissions, with special mention of the reduction
of energy emissions in buildings due to the increased use of green energy. In 2020, the
electrical power consumed by the offices in the United Kingdom was 100% green, whilst
in Spain it was 97% green, with emissions due to energy consumption in buildings

reduced by more than 50%.

305-2

Scope 2 emissions (t CO,eq)

2020

2019

2018%

Emissions associated with network

losses.

1,440,882

1,568,303

1,793,018

Emissions from consumption of
electric energy during shutdowns

and pumping

534,795

473,698

698,235

Emissions associated with the
consumption of electricity in

buildings

26,052

39,743

52,610

Total

2,001,729

2,081,744

2,543,864

Other indirect greenhouse gas emissions. Scope 3 (per GHG

Protocol)

Iberdrola has incorporated the life cycle perspective into its management model, which
includes knowing the long-term impacts of the value chain. New elements are thus
included each year in the calculation of its Scope 3, indirect emissions that are a result of
the company’s activities at sources not owned or controlled thereby. They include the
following:

Emissions (due to fuel consumption) from electrical power generation facilities
used in production for third parties. (GHG Protocol Category 3)..

Emissions associated with the transport of employees for work purposes (hired
and private vehicles, aircraft and trains). (GHG Protocol Category 7).

Emissions associated with the supply chain. (GHG Protocol Category 1 and 2).

Emissions associated with the transport of employees commuting from their
residence to their workplace. (GHG Protocol Category 6).

Emissions associated with gas purchased from third parties for sale to end
customers (GHG Protocol Category 11, Activity D).

Emissions associated with gas purchased from third parties for sale to end
customers (GHG Protocol Category 11, Activity D).

Emissions arising from activities upstream of the fuels purchased and consumed**
(GHG Protocol Category 3, Activity A).

42 Datos actualizados en la verificacion de los GEI.
43 Datos actualizados en la verificacion de los GEI.
44 Excludes the transport of fuels, inasmuch as this activity is specified in Category 4, and the emissions under

scopes 1 and 2.
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The emission factors used in calculating each of these emissions are obtained from

official sources.

In 2020 Scope 3 emissions were as follows:

305-3

Scope 3 emissions (t CO,eq)

2020

2019%

20184

Emissions associated with the
production of energy for third
parties

13,748,346

13,548,208

10,702,781

Emissions from employee business
travel

7,560

19,498

17,140

Emissions associated with the
transport of fuel

22,960,825

19,767,711

21,212,087

Emissions associated with the
supply chain 4

5,250,951

1,884,771

1,392,783

Emissions associated with
employee commuting to/from their
workplace 8

25,996

52,467

62,288

Emissions associated with the
energy (gas and electrical power)
purchased for sale to end
customers

13,011,867

15,208,852

15,005,560

Upstream (WTT) emissions from
fuel acquired and consumed

3,916,165

3,790,249

3,638,920

Total

58,921,709

54,271,757

52,031,559

Emissions from employee travel per employee in 2020 were 0,7 t CO, eq.

More information about scope 1, 2 and 3 emissions is available in the GHG Report which
is audited annually under the 1ISO 14064 standard.

Reduction in emissions

Initiatives to reduce emissions are undertaken through a broad range of products and
services promoting energy efficiency and savings. Some examples of actions taken in
2020 are given below:

45 Data updated in the verification of the GHGs.

46 Data updated in the verification of the GHGs.

T Estimated based on the Supplier Awareness and Greenhouse Gas Measurement Campaign that Iberdrola sends to the
group’s suppliers. Calculated on the basis of an overall emission factor quantified in kg of CO,eq/€ invoiced. (The
calculation criteria for 2018 and 2019 were based on a per-country emissions factor).

48 Estimated using surveys sent to the employees of the Iberdrola group in order to record their emissions through an
emissions calculation tool.
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305-5
Initiatives for reducing emissions
. e CO2 evitado en
Areas Actions and initiatives 2020 (t)
Renewables Primary energy savings through the production of renewable 21,571,092
energy
Cogeneration S;\ﬁr;gs through the supply of heat energy (steam) within the 620,590
Network efficiency S_avmgs from dlstrl_butlon network efficiency in Spain, the United 41,630
Kingdom and Brazil
. Energy savings and efficiency through green products and
Commercial services (Spain, United States and Brazil) 9,066,418
Total 31,299,730

This report does not quantify the reduction in emissions resulting from the use of video-
conferencing, because this type of conferencing is considered a standard practice.

In total, the emission of 31,299,730 t CO, was avoided, which is equivalent to the amount
of CO, absorbed by 1,585 million trees in one year*.

The operating regimen of the group’s production facilities resulted in the CO, emissions
level described in the section entitled “Direct greenhouse gas emissions. Scope 1 (per
GHG Protocol)”. The sections “Reduction of energy consumption™ and “Indirect
greenhouse gas emissions. Scope 2 (per GHG Protocol)" provide additional information
on this topic.

Allocation of CO, emissions allowances or equivalent

EUS5

Only the generation facilities located in Europe are subject to an emission rights trading
system, for which reason this indicator does not affect the thermal generation facilities in
Mexico, Brazil or the United States.

The facilities located in Europe (Spain and United Kingdom) have not received free
trading rights since 2013, for which reason they have to acquire the necessary rights at
auction to offset the emissions produced.

At present, the only members of the National Allocation Plan (Plan Nacional de
Asignacion) (PNA) within the European emission rights market (ETS) (Emission Trading
System) are the Tarragona Power combined-cycle plant, with an allocation of 23,464
emission rights, and the EW Carballo and EW Monzdn cogeneration plants, with a total
allocation of 15,323 emission rights.

“9The estimated amount of CO, absorbed by an average tree is 20 kg of CO, per year.
%0 In addition to the reductions described in “Reduction of energy consumption”, the group’s nuclear production during the
financial year prevented emissions of 5,089,685 t CO,, taking into account the mix. Source: RRE.
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Other atmospheric emissions

305-7

Emissions®' of sulphur dioxide (SO,), oxides of nitrogen (NO,) and particulate matter are
also created by the burning of fossil fuels. The changes in the generation profile discussed
in the emissions section tends to reduce them with the incorporation of renewable energy
and the support of modern technologies for monitoring combined cycles. This
management focus is supplemented with a plan to invest in improvements in the
combustion process and in the dismantling of less environmentally-efficient units.

Investments have been made in combustion control systems at the thermal plants in order
to comply with Directive 2001/80/EC, which limits the atmospheric emissions of SO,, NO,
and particulates from large combustion facilities in Spain.

NO, emissions

NO, emissions (t)

2020 2019 2018
Generating plants52 56,232 48,188 6,548
Cogeneration 6,285 8,273 5,732
Total 62,517 56,461 12,280
Change in the intensity of NO, emissions (kg/MWh)

2020 2019% 2018*
Specific _emission from the 0.375 0.363 0.082
global mix
SO, emissions
Sulphur dioxide (SO,) emissions (t)

2020 2019 2018
Generating plants 870 984 2,733
Cogeneration 482 793 782
Total 1,352 1,777 3,515

5! These emission figures are obtained either from direct measurement or through conversions of fuel-consumption figures
using emission factors from official sources.
52 The variation in emissions is due to greater gas consumption and to an updating of México's emission factors.
53 Data recalculated with respect to the data published in 2019
%4 Data recalculated with respect to the data published in 2019.
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Change in the intensity of SO, emissions (kg/MWh)

2020 2019 2018
Specific emission from the 0.008 0.011 0.023
global mix ) ) )
Emissions of particulates
Particulate emissions (t)

2020 2019 2018
Generating plants 1,164 1,044 745
Cogeneration 106 130 141
Total 1,270 1,174 886

Intensity of particulate emissions (kg/MWh)
2020 2019 2018

Specific emission from the

global mix 0.008 0.008 0.006

Emissions of ozone-depleting substances

305-6

Ozone-depleting substances have a very limited presence within the Iberdrola group, and
are located primarily in fire-extinguishing equipment (Halon) and some cooling systems
(chlorofluorocarbons, CFCs). These systems and equipment are maintained in
accordance with the provisions of applicable legal provisions.

The only atmospheric emissions originating from these products would be those arising
from potential losses, which are identified by the volumes used to recharge the
equipment. Although Iberdrola’s goal is to eliminate the presence of these emissions in its
facilities, these substances continue to be used where their use is authorised and a better
substitute has not been found on the market. Consequently, 1,075 kg of CFC-11 were
recharged in Mexico in 2020.

Emissions of other compounds

A total of 464.8 tonnes of Non-methane Volatile Organic Compounds (NMVOCs) were
emitted in Spain, Mexico, Brazil and the United States.
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Sustainable mobility plan for employees

In order to reduce emissions relating to employee travel and commuting to/from their
home and workplace, Iberdrola has developed a Sustainable Mobility Plan that contributes
to rational use of the means of transport. This plan is included in the commitment made by
the company in its Sustainable Management Policy.

The inclusive nature of the programme involves employees, business activities, customers
and suppliers, through more than 20 specific actions whereby the company seeks to
strengthen its support of sustainability.

These initiatives include Iberdrola’s launch of a new edition of the Electric Vehicle for
Employees programme in Spain and the United Kingdom, which consists of special
advances and financial assistance for the purchase of electric vehicles. Thanks to this
initiative, in 2020 the local emission of 566 tonnes of CO,eq in employee travel to the
workplace in Spain and the United Kingdom was avoided.

IBERDROLA’S SUSTAINABLE MOBILITY PLAN
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Rational use of water

GRI 303

Water is a basic and irreplaceable natural resource in many of Iberdrola’s activities. The
company's awareness of this dependency and of the risks arising from water shortages
has led it to set itself the goal of ensuring the increasingly responsible use of this
resource.

The main actions taken by the group for a more sustainable use of water are:

* Limiting the volume of withdrawal and consumption of inland water in all
technologies.

+ Establishing and controlling limits on ecological flows at the hydroelectric
generation reservoirs.

» Continually improving processes at facilities to reduce consumption and impact.
+ Avoiding withdrawal of water in water-stressed areas.
* Reusing and recycling water at facilities.

* Conducting awareness-raising campaigns to achieve a more efficient and
responsible use of sanitary water by employees at offices.

GRI 303-1 303-2

The water cycle needed for the generation of power at Iberdrola's thermal generation
plants is based on the following three phases: Withdrawal, use, and return to the
environment.

*  Withdrawal: performed within regulatory limits in terms of both quantity and quality
of the water withdrawn.

* Use: Use in cooling and auxiliary services of the plant.

* Return to the environment: Iberdrola has treatment plants (physicochemical,
biological processes) and water quality measurement systems (through constant
control of various parameters like temperature, turbidity, conductivity, etc.) at its
facilities that allow it to ensure the return of all the water used in the facility to the
environment in the desired condition. An accredited organisation analyses these
discharges and regularly reports to the government, always keeping the effluent
quality within the required limits and even improving on them with regard to the
values of water withdrawn.

Ensuring compliance with law and seeking methods to minimise the risk of spills is
applicable to all of Iberdrola’s facilities, including generating plants, renewable facilities
and distribution substations.

To avoid the risk of polluting discharges, which could have a negative impact, Iberdrola:
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» Consolidated systems for reporting anomalies and incidents in order to establish
plans to minimise spillage risks, by implementing predictive, preventive and
corrective actions that ensure the proper condition of the water.

* Certificates in ISO 14001 and EMAS, as tools for continuous improvement

At some plants with closed or semi-open cooling cycles, reuses withdrawn water in the
cooling towers an average of approximately three to five cycles per m3 before purging.
The total volume of this reuse was approximately 3,277 Mgl in 2020.

Some plants also use wastewater in their cooling systems.
303-3
The following table breaks down the group’s total water withdrawal by source and water

stress areas. The areas are classified according to the Aqueduct Water Risk Atlas
(calculated starting in the year 2020).

Withdrawal by water source

All areas Water stress All areas Water stress All areas Water stress
2020 areas 2020 2019 areas 2019 > 2018 areas 2018

Surface water (river, lake, reservoir or wetland)

Fresh water 520,606 346,746 529,653 0 736,406

Other waters 0 0 0 0 0 0
Seawater

Fresh water 0 0 0 0 0

Other waters 1,337,549 327,684 1,467,179 0 1,230,076
Groundwater

Fresh water 2,779 2,142 1,805 0 1,041

Other waters 0 0 0 0 0
Third-party water

Fresh water 24,577 5,123 17,478 0 17,776

Other waters 0 0 0 0 0
Total water withdrawal

Fresh water 547,963 354,011 548,937 0 755,223

Other waters 1,337,549 327,684 1,467,179 0 1,230,076
Total 1,885,512 681,694 2,016,115 0 1,985,300 0

Taking into account the classification of the Aqueduct Water Risk Atlas, the vast majority of
the water is withdrawn in areas classified as medium-low risk. 72% is seawater or
saltwater that does not affect water stress.

%5 No water withdrawal data broken down by water stress areas.
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Total water withdrawal is the sum of the various sources, and is obtained by direct
measurement (flowmeters) or by estimating the performance of the water withdrawal
pumps.

99% of the total amount of water withdrawn is used in cooling process. The rest of the
water withdrawn corresponds to other auxiliary services of the generation plants and
consumption at offices.

All of the withdrawals of water intended for use in generation are regulated strictly by the
governmental authorities, which issue the permits and determine the maximum
permissible withdrawal volumes, to ensure that no significant negative effects occur.

303-4

After use in cooling and other auxiliary processes, 96% of the water withdrawn at thermal
generation and cogeneration facilities returns to the environment.

The total discharge of water by destination type is:

Water discharge by destination (ML)

2020 2019 2018
Ocean 1,308,495 1,453,876 1,220,815
Rivers 153,709 149,929 324,636
Lakes and reservoirs 349,344 320,382 347,764
Purification network 3,320 3,522 4,194
Total 1,814,868 1,927,709 1,897,558
Discharge of water in fresh water or other waters is:
Total discharge by water type (ML)

2020 2019 2018

Fresh water 506,373 N/Av. N/Av.
Other waters 1,308,495 N/Av. N/Av.

The discharged water that returns to the receptor environment does so in physicochemical
conditions that allow it to be used by other users, without affecting the natural
environment. The discharge by treatment level is:

Water treatment (ML)

2020 2019 2018
No treatment 282,213 N/Av. N/Av.
Primary treatment 341,415 N/Av. N/Av.
Secondary treatment 1,181,299 N/Av. N/Av.
Tertiary treatment 9,942 N/Av. N/Av.
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303-5

The total water consumption, considered as the difference between the total water
captured and water discharged, is shown in the table below:

Total water consumption (ML)

2020 2019 2018

All areas 70,644 88,406 87,742
Water stress areas 27,712 0 0

The trend of the group’s water use is summarized in the following table:

Water use

2020 2019 2018
Total water use (ML) 70,644 88,406 87,742
\(/;V\r;\\;ﬁ; use/global production (ML/ 434 583 604
Water use/overall sales (m3/€k) 213 243 2.51

Water cycle in hydroelectric generation

Water used for hydroelectric power generation is not considered to have been withdrawn,
and is therefore analysed separately. The table below shows the net amount of water
used in hydroelectric power generation, defined as turbined water less pumped water, in
Spain, the United Kingdom and Brazil.

Water use in hydroelectric generation (ML)

2020 2019 2018
Net water volume 172,513,844 97,062,635 133,262,232
Volume of pumped water 3,266,770 1,939,270 2,709,926

Water storage:

Water use in hydroelectric generation (ML)

2020 2019 2018

Increase in reservoir water -571,943 1,798,489 2,547,269

Water consumption and discharges by the facilities during 2020 were within the limits
indicated by the relevant comprehensive environmental permit for each facility, and no

anomalies were detected that might materially affect the water resources or associated
habitats.
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The company’s activities can even be beneficial for the ecosystem, as seen in the
following examples:

* In Spain, above and beyond the Integrated Environmental Authorisation
requirements, at times additional quality control analyses are conducted on water
upstream from hydroelectric generation facilities, with a view to improving, if
necessary, the quality of this water once it has passed through the plant and is
returned to the environment.

* In Mexico, the discharge from the Altamira Ill and IV plant has been re-directed
over the Garrapatas estuary, which is allowing it to recover its salinity and thus the
specific characteristics of this habitat and the species of fauna and flora adapted
thereto. This estuary was losing its brackish nature due to salt-water entry being
blocked after the construction of a pipeline, with the resulting desalination of the
ecosystem.

For more information, see the Water Usage section of the corporate website.
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Waste management

Contribution to SDGs of the performance described by the indicators of this section
(according to SDG Compass www.sdgcompass.org)

G00D HEALTH CLEAN WATER
AND WELLBEING

AND SANITATION

GRI 306 306-1 306-2

Iberdrola’s goal is to reduce the generation of waste for any process or activity
(construction, operation, maintenance of facilities and work centres), and to prioritise
recycling and the reuse thereof. Iberdrola is committed to the concept of the “circular
economy” for all of the parties to its activities, having joined the Circular Economy
Agreement of the Spanish Ministry for Ecological Transition and the Demographic
Challenge.

Waste is managed in accordance with the following principles:

* Minimise the generation of waste at source.

* Maximise the reuse, recycling and recovery of waste.

* Promote awareness-raising campaigns regarding the minimisation of waste.
»  Specific treatment and management of hazardous waste.

306-3

Significant spills

Fly ash and slag

Some of the most typical wastes resulting from the generation process in coal-fired
thermal power plants are fly ash and slag.

Production and reuse of ash at Iberdrola’s thermal power plants

2020 2019 2018
Ash produced (t) 14,024 25,985 92,440
Ash reused (t) 12,487 21,009 61,459
Percentage of product reused (%) 89 81 66

The reused ash is intended primarily for use in the production of cement, for use as filler in
infrastructure projects, and for the production of compost. The reduction in ash production
in 2020 is associated with the closure of the coal-fired plants.
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Nuclear waste

In keeping with its commitment to transparency disclosure to its Stakeholders, Iberdrola
provides additional information about its nuclear power generation park (“General
Radioactive Waste Plan”, Enresa®). The radioactive wastes that are generated undergo
reduction, reuse, segregation, recycling and recovery as part of their safe management.

Iberdrola’s nuclear power plants are included within the Environmental Radiological
Monitoring Programme of the Nuclear Safety Council of Spain, the purpose of which is to
monitor the dispersion into the environment of controlled discharges from facilities and to
determine and monitor radiological quality throughout the country.>”

Low-low level and medium-low level radioactive waste generated during 2020 are shown
in the following table:

Hazardous waste generated at nuclear facilities in 2020

Low-low level waste Low-medium level waste
Net production
(GWh) Produced (m3/ Produced (m3/
Produced (m3) GWh) Produced (m3) GWh)

Cofrentes nuclear 8,892 9 0.001 156.420 0.018
plant
Partially-owned 15,424 71 0.005 43.527 0.003
nuclear plants

As to high-level waste, 328 spent fuel assemblies were generated during 2020.

Apart from the radioactive wastes, the hazardous wastes (HW) and non-hazardous
wastes (NHW) that were generated consisted of:

Total waste by type (t)

NHW 2020 HW 2020
Electrical/electronic waste 235 5,348
Construction waste 234,646 1,261
Urban solid waste 21,975 65
Thermal processes waste 17,229 6
Oils and liquid fuels 0 4,518
Batteries 2 171
Other waste 237,698 4,337
Total waste 511,785 15,706

% Enresa: Empresa nacional de residuos radioactivos, S.A.
57 For more information, see the technical reports on environmental radiological monitoring issued by the Nuclear Safety
Council, available at www.csn.es.
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The existence of PCBs in the group's facilities is located, to a residual extent, in Spain, the
United States and Brazil. In any event, there are no longer any pyralene transformers that
contain more than 500 ppm of PCBs. The company’s policy is to remove from its facilities
any equipment that contains PCBs. During the year 2020 a total of 1,123 tonnes of oil with
PCBs were handled in Spain and 196 tonnes in Brazil.

306-4

The following tables show the waste that is directed to disposal, specifying the type of
operation for which they are intended (e.g., incineration, transfer to a landfill and others).

Waste not directed to disposal

Total waste not directed to disposal (t)

NHW 2020 HW 2020
Re-use 1,084 3,227
Recycled 207,335 4,294
Other recovery operations 42,161 1,469
Total waste not directed to disposal 250,580 8,990

Total waste not directed to disposal by type (t)

NHW 2020 HW 2020
Electrical/electronic waste 203 4,052
Construction waste 213,321 302
Urban solid waste 12,126 30
Thermal processes waste 15,438 4
Qils and liquid fuels 0 3,844
Batteries 2 167
Other waste 9,490 590
Total waste 250,580 8,990

Total waste not directed to disposal (t)

2020 2019 2018

NHW HW NHW HW NHW HW

Total waste not directed to

. 250,580 8,990 663,128 17,547 311,658 8,921
disposal
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The following tables show the waste that is directed to disposal, specifying the type of
operation for which they are intended (e.g., incineration, transfer to a landfill and others).

Waste directed to disposal

Total waste directed to disposal (t)

NHW 2020 HW 2020
Incineration (with energy recovery) 3,588 2,532
Incineration (no energy recovery) 299 1,953
Transfer to landfill 163,740 599
Other elimination operations 93,568 1,631
Total waste directed to disposal 261,194 6,716
Total waste 511,785 15,706
Total waste directed to disposal by type (t)
NHW 2020 HW 2020
Electrical/electronic waste 32 1,295
Construction waste 21,326 959
Urban solid waste 9,849 34
Thermal processes waste 1,791 2
Oils and liquid fuels 0 674
Batteries 0 4
Other waste 228,197 3,747
Total waste 261,194 6,716
Total waste directed to disposal (t)
2020 2019 2018
NHW HW NHW HW NHW HW

Total waste directed to disposal 261,194 6,716 158,035 2,021 271,170 10,971
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Protection of biodiversity

Contribution to SDGs of the performance described by the indicators of this section

GLEAN WATER CLIMATE LIFE 1 PARTNERSHIPS
AND SANITATION ACTION

FOR THE GOALS

TARGET:

Achieve “No Net Loss” of biodiversity by 2030, working to ensure
that new facilities deliver a net positive impact on biodiversity,

where possible.

This objective is based on the applica he principles of the mitigation

hierarchy in all ¢ inual improvement of our standards

ntegrating relevant methodoloc

T"l biodiversit

nal pre »5.;:-:'::—:-:11 areas and the relevant

GRI 304

The Iberdrola group is aware of the risks that the loss of biodiversity poses for the
environment, society and the economy, and the group believes that respect for
biodiversity and ecosystems should play a leading role in its business strategy, in keeping
with its historical commitment to sustainable development and to the defence and
protection of the environment. Iberdrola will support the new goals of the new global
framework of the Convention on Biological Diversity, as well as the goals of the regional
strategies, and will work on the development of responsible clean energy with nature as a
source of sustainable development, in line with the United Nations Sustainable
Development Goals, as part of its strategy.

The context in which the activities of the group’s companies take place presents major
challenges for the management of biodiversity, such as having a portfolio of balanced
production facilities, reducing the ecological footprint of energy production, and
harmonising activities in countries that contain areas of high biodiversity with the
preservation of and respect for their biological richness. Projects must allow us to coexist
in balance, preserving and protecting our natural heritage.
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Along these lines, Iberdrola is committed to assuming a leadership position in the
conservation and protection of biodiversity and in encouraging a corporate culture
oriented toward promoting awareness-raising amongst all of its Stakeholders regarding
the magnitude of this challenge and the benefits associated with the resolution thereof,
identifying specific actions in the area of prevention and adaptation.

Since 2007 Iberdrola has had a Biodiversity policy that establishes the company's position
in the fight against the loss of biodiversity, as well as its commitment to ensuring that its
activities go beyond mere regulatory compliance to generate a positive impact wh<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>