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Legal Notice

DISCLAIMER

This document has been prepared by Iberdrola, S.A. exclusively for use during the presentation “Outlook 2016-2020 update”. As a consequence thereof,
this document may not be disclosed or published, nor used by any other person or entity, for any other reason without the express and prior written consent
of Iberdrola, S.A.
Iberdrola, S.A. does not assume liability for this document if it is used with a purpose other than the above.
The information and any opinions or statements made in this document have not been verified by independent third parties; therefore, no express or implied
warranty is made as to the impartiality, accuracy, completeness or correctness of the information or the opinions or statements expressed herein.
Neither Iberdrola, S.A. nor its subsidiaries or other companies of the Iberdrola Group or its affiliates assume liability of any kind, whether for negligence or
any other reason, for any damage or loss arising from any use of this document or its contents.
Neither this document nor any part of it constitutes a contract, nor may it be used for incorporation into or construction of any contract or agreement.
Information in this document about the price at which securities issued by Iberdrola, S.A. have been bought or sold in the past or about the yield on
securities issued by Iberdrola, S.A. cannot be relied upon as a guide to future performance.

IMPORTANT INFORMATION

This document does not constitute an offer or invitation to purchase or subscribe shares, in accordance with the provisions of (i) the restated text of the
Securities Market Law approved by Royal Legislative Decree 4/2015, of 23 October; (ii) Royal Decree-Law 5/2005, of 11 March; (iii) Royal Decree
1310/2005, of 4 November; (iv) and their implementing regulations.
In addition, this document does not constitute an offer of purchase, sale or exchange, nor a request for an offer of purchase, sale or exchange of securities,
nor a request for any vote or approval in any other jurisdiction.
The shares of Iberdrola, S.A. may not be offered or sold in the United States of America except pursuant to an effective registration statement under the
Securities Act of 1933 or pursuant to a valid exemption from registration.
This document and the information presented herein was prepared by Iberdrola, S.A. solely with respect to the presentation “Outlook 2016-20 update”. The
financial information contained in this document has been prepared and is presented in accordance with the International Financial Reporting Standards
("IFRS"). This document does not contain, and the information presented herein does not constitute, an earnings release or statement of earnings of
Avangrid, Inc. (“Avangrid”) or Avangrid's financial results. Neither Avangrid nor its subsidiaries assume responsibility for the information presented herein,
which was not prepared and is not presented in accordance with United States Generally Accepted Accounting Principles (“U.S. GAAP”), which differs from
IFRS in a number of significant respects. IFRS financial results are not indicative of U.S. GAAP financial results and should not be used as an alternative to,
or a basis for anticipating or estimating, Avangrid's financial results. For financial information regarding Avangrid, please visit its investor relations website at
www.avangrid.com and the Securities and Exchange Commission ("SEC") website at www.sec.gov.
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Legal Notice

FORWARD-LOOKING STATEMENTS

This communication contains forward-looking information and statements about Iberdrola, S.A., including financial projections and estimates and their
underlying assumptions, statements regarding plans, objectives and expectations with respect to future operations, capital expenditures, synergies,
products and services, and statements regarding future performance. Forward-looking statements are statements that are not historical facts and are
generally identified by the words “expects,” “anticipates,” “believes,” “intends,” “estimates” and similar expressions.

Although Iberdrola, S.A. believes that the expectations reflected in such forward-looking statements are reasonable, investors and holders of
Iberdrola, S.A. shares are cautioned that forward-looking information and statements are subject to various risks and uncertainties, many of which are
difficult to predict and generally beyond the control of Iberdrola, S.A., that could cause actual results and developments to differ materially from those
expressed in, or implied or projected by, the forward-looking information and statements. These risks and uncertainties include those discussed or
identified in the documents sent by Iberdrola, S.A. to the Comisión Nacional del Mercado de Valores, which are accessible to the public.

Forward-looking statements are not guarantees of future performance. They have not been reviewed by the auditors of Iberdrola, S.A. You are
cautioned not to place undue reliance on the forward-looking statements, which speak only as of the date they were made. All subsequent oral or written
forward-looking statements attributable to Iberdrola, S.A. or any of its members, directors, officers, employees or any persons acting on its behalf are
expressly qualified in their entirety by the cautionary statement above. All forward-looking statements included herein are based on information available
to Iberdrola, S.A. on the date hereof. Except as required by applicable law, Iberdrola, S.A. does not undertake any obligation to publicly update or revise
any forward-looking statements, whether as a result of new information, future events or otherwise.
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Financial Management / Macro hypothesis for 2017-20 20

Our central scenario for macro hypothesis assumes… 

Higher uncertainty due to Brexit, possible measures  under new US 
Administration and their impact on global trade

Stable GDP growth around 1.5% over the period, 
supported by stable commodity prices, and ECB 
accommodative monetary policy in a context of inflation 
below historical average …

…and low interest rates

Average GDP around 2%. 
Uncertainty on fiscal and trade policies of US 
Administration. Good level of employment, inflation 
reaching 2.5%...

…and monetary policy 
normalization to continue in 
2017; interest rate rises through the 
period

GDP growth to recover (towards 2%) at the latter part of 
the plan with inflation rising in the short term …

…with the BoE’s monetary policy 
normalization beginning in 2018



www.iberdrola.com / 6

Improving economic outlook in Brazil 

Interest rate cuts by the Brazilian 
Central Bank to support the 
economy

GDP growth could slow down due to new trade 
policies of the US Administration, with higher inflation 
affected by a weaker currency that could lead to 
higher interest rates …

…with limited impact on the Group 
as revenues are dollarized

GDP growth recovery expected to begin in 2017 with 
inflation rate moderating

Financial Management / Macro hypothesis for 2017-20 20
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Interest rates will gradually increase with the exception of Brazil                    
Levels around 50 bp lower than previous forecast

Iberdrola Group financing spreads will remain stabl e during 2017 - 2020

Interest
rates USD 

GBP

BRL

EUR 

2.35%

1.65%

0.18%

2.58%

2.13%

0.54%

-10.13%

3M 5Y
Average 2017-2020

Vs. 16-20 Plan 

2.58%

2.23%

0.94%

3.28%

2.78%

1.68%

-12.21%

3M 5Y

Average 2017-2020

USD / 1.50%GBP / 0.95%EUR / 0.74%

2017 – 2020 update

Average 
spreads for 

10 year 
new debt

Financial Management / Macro hypothesis for 2017-20 20
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January USD and GBP FX spot rates
maintained unchanged during the Plan

Average FX rates vs Euro (compared to 16-20 Plan)

1.07USD 0.87GBP 3.64BRLVs 1.08 Vs 0.76 Vs 4.30

January’17- end

1.08

January’17- end

0.86

January’17- end

3.40

Financial Management / Macro hypothesis for 2017-20 20

We have hedged 2017 Net Profit 
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Financial 
strategy for 
the 2017-2020 
period

Agenda
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Financial Management  / 2016 Financial activity

2016 financial activity milestones: 

37 b.p. financial cost reduction vs. Plan 2016 to 3 .49%

Issued 2,700 M € in EMTN at Iberdrola ´s ever lowest coupons 
(average below 1%). 91% in green bonds. 

More than Eur 2 Bn of new bank financing (Usd 1.5 Bn Revolving 
Credit Facility) at very low margin with more than 30 banks involved

Liability management transactions +  fixing interes t rates (Eur 3,813 
M) + Pre-fixed interest rate up to Dec 2016 (Eur 3,150 M)

Successfully managing exchange rate risk in a volat ile environment due to 
political issues (Brazil, UK, USA) with positive hed ge results of Eur 100 M 
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Financial Management / Strategy for 2017-2020

Main financial guidelines for 2017 – 2020 period:

Financial 
structure

Liquidity Optimizing liquidity management , covering 18 month s in 
stressed scenario

FX risk 
management Structural & annual coverage

Solvency ratios Maintaining solid levels to preserve credit quality . Asset rotation 
& hybrids to be used if needed to maintain financia l strength.

Financing Strong diversification in sources of finance provid es access to 
many markets, banks and supranational lenders

Protecting the company from interest rate increases :
increasing fixed rate debt >60%
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Financial Management / Sources and uses of funds

91% of the plan needs are funded by operating cash flow

Cash flow will accelerate growth during the plan as  investments pay -off

Sources Uses2017 – 2020

FFO

New Debt

91%

8%

Investments

Dividends 25%

65%

Capitalized costs

Divestments1%

10%
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Financial Management / Outlook

Cash flow generation exceeding annual investments b y Eur 2 Bn

Average FFO 17-20 Average Net
Investment 17-20

7.1 5.1

2017 – 2020 average FFO 
vs. Net Investment (Eur Bn) Net Debt evolution (Eur Bn)

29.4

32.2

2016 2020

with Net debt growing on average by Eur 1 Bn per annu m, in line with cash flow 
generation, up to 2019.  Debt in 2020 will be aroun d Eur 32 Bn.
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21.5%

24.3%

2016 2020

18.8%

20.1%

2016 2020

3.77

3.3

2016 2020

Financial Management / Solvency ratios

Growth in EBITDA and operating cash flow lead solve ncy ratios 
to maintain strong levels

With current investment plan, 2017 & 2018 will have  solvency ratios in line 
with 2016 that will strengthen in 2019 & 2020

FFO(1) / Net DebtNet Debt / EBITDA RCF(2) / Net Debt
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Financial Management / Interest rate risk managemen t

Average cost of net debt for the plan will be 25 b. p. below 2016 actual cost

Increase in fixed rate percentage to ensure low cos t of capital through the plan

2015

Fixed
63.0%

2016

Fixed*
61%

2020

Debt  Structure

2020 Target2015 – 2016

Floating 
54%

Fixed
46%

~ Eur 4 Bn
Forward 
Interest 
rate swaps 
already 
signed

*Adding the Eur 3.1 bn forward swap already fixed at 2016 year-end (11,9%) to debt at fixed rate(49,0%)

Cost of debt

4.1

3.5

3.2

2015 20202016

Floating 
38%-40%

Fixed
60%-62%



www.iberdrola.com / 16

Structurally in the medium term,  Iberdrola’s busine ss is protected from 
inflation & interest rates rises 

Regulated: a) Spain:   No immediate update >2020 onwards (but impact 
capped to 0.5% over RAB p.a.)

b) USA: When rate cases are reviewed Dist: 2019 (NY),2020(CT)

Trans: 2017/18/19

c) U.K.: Yearly RPI true-up 2023 (Dist),2021(Trans)

d) Brazil: Revenues yearly updated 2017/18/19

e) Mexico regulated (80%): Fixed annual income

Liberalized: a) Spain & UK: mostly exposed to market. Hedging strategy for 
market risk. 

b) Mexico liberalized (20%): income linked to CFE tariff.   
Prices should reflect inflation 

Renewables: a) Spain: 35% market/ 65% investment incentive + partial 
market risk.

b) USA: 30% merchant generation / 70% PPAs: of which 20% 
indexed to actual inflation. 30% with forecasted inflation-
partial hedge; 50% fixed price .

c) U.K .:CFDs & ROCs prices directly linked to inflation

Periodical regulatory 
reviews of our Network 
Business on average 
cover:

Inflation 
cost
(either 

immediately or 
with a time lag)

Cost of 
capital 

variations 
(either 

immediately or 
with a time lag)

inflation & financial cost recognition

Avg. NOE/ 

Revenues: 

~22%

Avg. NOE/ 
Revenues: 

~25%

Financial Management / Interest rate risk managemen t
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Financial Management / Interest rate risk managemen t

Increase in the Eur fixed percentage  to adapt to t he revenue structure

Debt financial structure to protect P&L in the shor t – medium term

*2016 year-end situation

Debt structure

Weight %             
of Debt 

% Fixed 
current*

% Fixed 
target

60% Gbp 55-65%25% 

78% Usd 75-85%30% 

4% Brl 5-15% 5% 

54% Eur 50-65%40% 

Average life of debt of over 6 
years guarantees re-pricing of 

debt post regulatory changes to 
adapt to new interest rates 

scenario 

Duration of regulatory cycles:
on average 5-6 years
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Financial Management / Structural Subordination

… flexible management to optimize non-holding company  level debt based 
on country situation and regulatory requirements

Financial model designed
to follow current structural subordination guidance  …

Average

To be maintained 
below  30% 
Threshold

USA 

UK 

Brazil 

Mexico 

Others 

17.0%

6.5%

3.6%

1.4%

1.2%

2017-2020 PlanCurrent situation

Target

Corporate
71.0%

UK
7.9%

USA
15.6%

Brazil
2.9%

Mexico
1.1%

Other
1.5%
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Financial Management / Debt structure by market 

… with very low bank risk in our debt with very comp etitive conditions

Strong diversification in sources of finance provid es access to many 
markets …

Increasing importance of green financing                       
(#1 private issuer in 2016)

Strong diversification
Green Financing: 10.3%

Bond 
market

• Eurobond will be our main source 
with a target of two benchmark 
references each year

• More that 40 issues in 6 market 
other than Eurobond

• Iberdrola considered strategic 
partner

Supranational 
lenders (EIB)

• In all financing sources                
(Capital and bank markets )

Green 

Financing
Bonds: Euro 

Market

38.9%

Bonds: USA 

Market

21.3%

Bonds: UK 

Market

10.4%

Bonds: 

Other

2.6%

Commercial 

Paper

4.7%

EIB 

6.0%

Project 

Finance

0.6%

Bank Loans

15.2%

TEI

0.4%

* At 2016 year-end

During the planCurrent situation
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Financial Management / Liquidity

… aiming to cover 18 months in stress scenario

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

Comply with rating agencies’ liquidity requirements

Minimize liquidity cost

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

different markets and needs
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2.6 2.8 4.0 3.2 2.2

15.5

2017 2018 2019* 2020 2021 2022+

Current average maturity:

Financial Management / Debt maturities

… with the aim of increasing our average life to around 7 years                           
Eur 2.8 bn of new needs in the period

Comfortable debt maturity profile of around Eur 3.0  Bn / year…

6.5
years

* Eur 975 M that maturing in 2019 has the option to extend 1+1 years the maturity
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Financial Management / FX risk management: structur al

2020 expected FFO breakdown: 38% EUR, 34% USD, 25% GBP 

Structural FX hedge is taken by having the debt in the same currency and 
similar % that the funds from operations to …

… minimize FFO / Net Debt ratio volatility

Current DebtCurrent FFO

21.3%

27.9%

Brl

Usd

Gbp

47.5%Eur

Debt 
range

3.4%

20 - 30%

25 - 35%

26 - 54%

1 - 9%

2016 2020e

2020e Debt2020e FFO

25.4%

33.6%

37.9%

3.1%

20 - 30%

29 - 39%

27 - 51%

1 - 5%

Forecasted 
Debt range

FFO vs. Debt 



www.iberdrola.com / 23

Financial Management / FX risk management: yearly

> 90% 2017 risk position already hedged: USD, GBP a nd BRL

Minimizing annual FX risk in the 2017 Profit & Loss account 
through derivatives

Target Hedging Net Income FX exposure in 
currencies other than Euro

Maximum risk allowed:
~6.5% of yearly 

Net Income

Net Income by currency

48%
36%

26%
30%

21% 27%

5% 6%

2016 2020

BRL

GBP

USD

EUR
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Financial Management / Dividends

Introducing a shareholder remuneration floor of 0.3 1 € / share

Maintaining scrip dividend due to tax advantages an d shareholder 
optionality while avoiding shareholders’ dilution t hrough buy back and 

cancellation of shares (target share capital of 6,240 million shares)

Receiving shares No withholding tax

Selling rights to Iberdrola Subject to withholding tax
(19%)

Selling rights in the market
from 1 January 2017 considered as  a capital 

gain & subject to 19% withholding tax only for 
resident individual shareholders *

1

2

3

(*) Non-resident shareholders (instit.&retail ): in most cases no  impact as investors resident  i n countries with a double-taxation treaty with Spai n should not be affected. 

Increasing acceptance of the option to receive shar es:                                              
an average of 72.2% of the capital opted for new sh ares in the last 4 scrips

(vs. an average of 62.4% in the total 14 scrips exec uted)
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Risk
analysis

Agenda
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Financial Management / Risk sources

Political risk moving focus from Spain to UK and Am erica 
Possible increase of FX volatility due to uncertain ty on economic policies.

Decrease of 2020 execution risk. 90% of investments  already on track.

The main sources of risk remain the same:

Regulation

FX

Interest Rates

Political   / Economic

Prices and Spreads

Demand 
variation

Execution Weather 

+

- Competition
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… which have inherent stable earnings profile with a n EBITDA  impact of 
8% in an adverse scenario

On average for 2017-2020 period, 80% of annual EBIT DA originates from 
Regulated Business and Renewables…

Average annual EBITDA share 17-20 Risk as % of annua l EBITDA 17-20

Liberalized Business

Renewables

Regulated Business*

(*) Networks & Mexico

57%

23%

20%

Financial Management / Business risk

1 – 1.5%

1 - 1.5%

4.5 - 5.5%


