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Energy that drives us
Our goal is to offer a
reliable, high-quality
energy supply that
is environmentally
friendly and helps to:

Comfort

for households

I mprove the wellbeing of people.
P romote the
economic and social
development of the
communities in which
we have a presence.
 reate sustainable
C
value for our
shareholders,
employees, customers,
and suppliers.

Innovation

for infrastructure

Sustainability
for the future

Competitiveness
for companies
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ignacio s. galán, Chairman of Iberdrola

"Human capital is without doubt Iberdrola’s
main asset and the focus of its strategy"

It gives me great pleasure
to present you with Iberdrola’s first
Integrated Report, which is intended to
provide reliable and relevant information
regarding Iberdrola’s activities during
2013, as well as its principal strategies for
the coming years.
2013 was a complex year, and the
Company’s results were affected by
significant regulatory changes and major
increases in energy taxes in some of the
countries in which we have a presence.
However, the Group’s efforts to optimise
operational management and the
growing contribution of the international
businesses have mitigated this impact.
Gross margin stayed at 2012 levels, at
12,577 million euros, and efficiency
measures and cost savings allowed us to
contain Net Operating Expenses.
Based on all of the foregoing, Gross
Operating Profit (EBITDA) was 7,205
million euros –of which 77% came from
the regulated businesses– and Net Profit
was 2,572 million euros.
In addition, despite the complexity of the
environment, the Company continued to
strengthen its financial position and has
reduced its nebt debt by 2,271 million
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euros, which allowed for an improvement
in our main financial parameters and
ratios. Leverage was only 44.2%,
compared to 47.7% in 2012.

2013, Iberdrola’s workforce is made up of
some 31,000 people worldwide, as well as
1,200 interns who work and receive training
each year at the Company.

Iberdrola’s shares appreciated 10.5%
in 2013, surpassing the performance of
the Eurostoxx Utilities index and that of
most of its European competitors. Taking
shareholder remuneration into account,
total return for the year was around 19%.

Training at all levels is a priority at
Iberdrola, which is shown by the intense
training activity of the workforce in
2013 (1.2 million hours) as well as by the
scholarship programme of Fundación
Iberdrola, thanks to which 100 young
students are engaged in postgraduate
studies at universities in Spain, the United
Kingdom and the United States.

Iberdrola continued last year to carry out its
business in accordance with the principles
of a sustainable and responsible company,
maximising its effect as a driver of growth
in the countries in which it has a presence,
through investments, procurement (4,400
million euros annually) and providing
employment to almost 150,000 people
among its own workforce and the suppliers
working for us.
Without a doubt, human capital is
Iberdrola’s main asset, and is the focus of its
strategy. After making 2,000 new hires in

These aspects are in addition to pioneering
measures to reconcile work and family
life at the company, making Iberdrola one
of the companies of choice to work for
in Spain (according to Merco) and Brazil
(according to Guia Você).
Innovation is another of Iberdrola’s
hallmarks. Approximately 160 million
euros were invested during the last year,
with efforts focusing on the development

“Iberdrola continued last year to carry out its
business in accordance with the principles of a
sustainable and responsible company"

vivimos con energía | entrevista con el presidente

of R&D projects, mainly in the fields of
smart grids, clean generation, and new
technologies and business models. Based
on this commitment, the Company has
been recognised as the most innovative
Spanish utility and among the five most
active in Europe according to the ratings
of the European Commission.
Furthermore, Iberdrola continues to
promote the care and protection of the
environment, as it has been doing since
its inception. Currently, more than 60%
of installed capacity is free of emissions,
which avoided emitting 20 million tons of

CO2 into the atmosphere, and which put
emissions per kWh produced at 30% below
the European average. This environmental
policy has made the Company a leader on
indices such as the Dow Jones Sustainabilty
Index, the FTSE4Good, and the Two
Tomorrows ranking, which recognises the
most environmentally friendly utilities at
the global level.

markets and the most advanced trends
in this area. In recognition of this effort,
the Company received the Best Corporate
Governance in Spain award from the
publication World Finance and the
Golden Peacock Award in 2013. It is also a
leading company on the Good Corporate
Governance Reputational Index for
companies in Spain.

From the viewpoint of Corporate
Governance, Iberdrola has continued to
deepen the adoption of best business
practices, taking into consideration the
recommendations of the international

In addition, Iberdrola last year continued to
strengthen its commitment to the application
of the principles of ethics and responsible
conduct of all of the professionals of the
Group, which was internationally recognised
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the United States, 15% to Spain, and the
remaining 4% to other countries.
– operational efficiency, with measures
that must allow expenses to remain flat
over the period;
– and financial strength, through an
additional reduction of net debt to a
level of 25,000 million euros, in order to
continue improving financial ratios.
Iberdrola estimates growth in results
through 2016, both in Gross Operating
Profit (EBITDA) and Net Profit, of at least
an average of 4% annually compared
to 2014, a year in which the Company
expects to obtain an EBITDA of 6,600
million euros and a Net Profit of 2,300
million euros. These results will allow it to
continue with a sustainable shareholder
remuneration policy, its main objective,
maintaining remuneration of at least 0.27
euro/share, with a potential increase in
line with results.

with its recent inclusion on the Ethisphere
Institute’s list of the most ethical companies
in the world, and was the only Spanish
company to be included.
In the future, Iberdrola will continue
to responsibly manage risks and
opportunities arising from its environment
and to maximise the positive impacts of
its activities in the regions in which it
operates and among all of its stakeholders.
Along these lines, the Company has
prepared projects for the 2014-2016

8|

period that maintain the same strategic
pillars that characterise its strong and
profitable business model, which can
adapt to any environment, and which
has made it one of the leading energy
companies in the world:
– a balanced risk profile in its traditional
business areas, and investments in the
amount of approximately 9,600 million
euros. By businesses, 88% of them are
allocated to regulated businesses, and
by geographic areas, 41% to the United
Kingdom, 23% to Latin America, 17% to

In sum, Iberdrola will continue with the
development of its own responsible,
innovative and commitment-based business
model, in order to continue creating
sustainable value for its shareholders, made
up of 650,000 investors as well as millions
more through pension and investment
funds, and which will strengthen Iberdrola’s
role in channelling savings by the general
public, its employees, the almost 100
million people to which it supplies energy,
and all of the societies in which it has a
presence. For that reason, we work on a
day-to-day basis with transparency, ethics,
and responsibility, based on the idea of a
Company that is open and integrative.

Ignacio S. Galán
Chairman of Iberdrola

1
Iberdrola
Today

For the purposes of this Report:
“Iberdrola” or the “Company”
means the Spanish company
Iberdrola, S.A., the parent
company of the Iberdrola
Group.
“Iberdrola Group” or the
“Group” means Iberdrola (as
parent company) and the group
of subsidiaries over which
Iberdrola has the power of
control or joint control.
“Investee companies” or
“Affiliates” means the group of
companies in which Iberdrola
has a percentage interest but not
the power to exercise control.

areas
1.1 Main
of activity
Our activities
 roduction of electric power from renewable and conventional
P
sources.
Purchase and sale of electricity and gas on wholesale markets.
Electric power transmission and distribution.
Sale of electricity, gas, and associated energy services.
Other activities, primarily linked to the energy industry.

Iberdrola is among
the world’s leading
electricity companies

What we are
The internationalisation process carried out in recent years has led
Iberdrola to become one of the leading electricity companies and one of
the world’s five largest utilities by stock market capitalisation.
The Company is organised by global business areas:
Networks Business
Wholesale and Retail Business
Renewables Business
And has a single corporation that manages the Group and Affiliates as a
whole, providing them with corporate services.

Iberdrola's main businesses, pAGE 34

Presence by area of activity, pAGE 14

Main areas of activity

2013 Data

45,986 MW
INSTALLED
CAPACITY

United Kingdom

14,391 MW
RENEWABLE INSTALLED
CAPACITY

United States

142,288 GWh
MEXICO

Spain

NET
OUTPUT

214,809 GWh
DISTRIBUTED
ELECTRIC POWER

Presence focused on the
Atlantic area
Iberdrola conducts its activities
primarily in five countries in the
Atlantic area: Spain, the United
Kingdom, the United States,
Mexico, and Brazil.
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30,650
EMPLOYEES

BRAZIL

32.3
MILLIONS OF
SUPPLY POINTS

Integrated Report | Iberdrola Today

Performance 1.2
of the Company
sales

EBITDA

NET prOfit

(M M)

(M M)

(M M)

34,201
31,648
32,807
30,431

35,000

30,000

8,000

7,000

7,528 7,651

7,727

3,000

7,205

2,824 2,871 2,805 2,841

2,572

2,000

6,815

25,892
25,000

0

1,000

6,000

2009

2010

2011

2012

2013

0

2009

2010

2011

2012

2013

0

2009

2010

2011

installed capacity

net output

distributed power

(MW)

(GWh)

(GWh)

45,000

45,454
46,950
46,918
45,030
45,986

0

158,858
151,050
142,288
146,250
139,932

14,034 14,391
13,690
10,752 12,532
2009

2010

2011

Total

Renewable

2012

2013

AssetS

204,843

200,329

200,000

0

2009

2010

2011

2012

2009

2013

EMPLoyeeS

2010

2011

2012

2013

supply points

(M M)

(millions)
40,000

100,000

214,809
214,042
204,826

100,000

0

220,000

2013

210,000

125,000

30,000

15,000

150,000

2012

97,016 96,81692,410
87,012 93,701

40

32,424
30,000

32,809
30,650
30,744
29,641
30

27.9

29.3

2009

2010

30.7

31.7 32.3

80,000
20,000

60,000

0

2009

2010

2011

2012

2013

0

20

0

2009

2010

2011

2012

2013

2011

2012

2013
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1.3 Key figures
Average
2013 annual growth
2009-2013

Average
2013 annual growth
2009-2013

20122013

20122013

Financial ratios

2009

2010

2011

2012

6.7%

-4.1%

Ebitda outside
the euro zone (%)

49.2%

47.1%

48.3%

51.0%

51.3%

1.1%

0.6%

12,576.7

4.1%

0.0%

Ebitda margin
(Ebitda/turnover)

26.3%

24.7%

24.2%

22.6%

22.0%

-4.1%

-2.7%

7,726.6

7,205.0

1.4%

-6.8%

Net profit margin
(Net profit/turnover)

10.9%

9.4%

8.9%

8.3%

7.8%

-7.1%

-6.0%

3,825.4

3,773.7

3,685.3

8.6%

-2.3%

Net operating expenses/
Gross margin

32.4%

29.1%

29.2%

30.1%

30.2%

-1.7%

0.3%

1,389.7

1,555.2

1,348.3

1,450.3

7.4%

7.6%

4.18

3.91

4.14

3.92

3.89

-1.7%

-0.8%

673.5

793.6

832.3

937.3

939.0

9.9%

0.2%

Financial leverage

49.6%

48.2%

48.8%

47.1%

44.2%

-2.7%

-6.2%

United States

451.3

710.8

547.7

660.2

718.2

14.8%

8.8%

Brazil

502.2

556.8

890.2

827.9

577.8

3.8%

-30.2%

Funds from operations
(FFO)/Net financial
debt (NFD)

17.2%

18.6%

19.1%

20.4%

20.0%

4.1%

-2.0%

2,465.8

2,445.3

2,270.7

2,355.2

2,017.8

-4.5%

-14.3%

Retained cash flow
(RCF)/NFD

13.6%

20.1%

17.2%

17.2%

16.9%

6.1%

-1.7%

1,330.7

1,483.1

1,570.7

1,605.4

1,372.3

0.8%

-14.5%

Return on equity (ROE)

10.3%

9.5%

8.6%

8.3%

7.5%

-6.8%

-9.6%

741.0

539.6

322.5

360.6

320.5

-14.2%

-11.1%

2009

2010

2011

2012

Average
2013 annual growth
2009-2013

20122013

35,033 31,631 28,465

25,753

28,922

-4.4%

12.3%

Financial performance
(€ M)

2009

2010

2011

2012

Sales

25,891.9

30,431.0

31,648.0

34,201.2

32,807.9

Consolidated
gross margin

10,788.0

11,645.2

12,025.8

12,578.1

6,815.3

7,528.0

7,650.5

2,746,0

3,450.9

1,118.9

United Kingdom

Consolidated Ebitda
Networks (regulated)
Ebitda
Spain

Wholesale and Retail
(liberalised) Ebitda
Spain
United Kingdom
United States
Mexico
Renewables Ebitda

Net financial debt/
ebitda (multiple)

36.6

15.8

15.6

9.1

-22.6

-40.4%

-348.4%

357.5

406.8

361.9

380.1

347.6

-0.7%

-8.6%

Share price
Stock market
capitalisation (€ M)

1,325.3

1,455.7

1,423.9

1,620.3

1,573.1

4.7%

-2.9%

Other businesses Ebitda

335.9

201.2

168.6

44.3

6.6

-24.5%

-85.1%

Corporation Ebitda and
adjustments

-57.7

-25.1

-38.1

-66.9

-77.8

8.7%

16.3%

Depreciation &
amortisation, provisions
& other

-2,306.1

-2,698.2

-3,145.4

-3,349.7

-4,770.3

26.7%

42.4%

Operating profit (EBIT)

4,509.2

4,829.7

4,505.1

4,376.9

2,434.7

-11.5%

-44.4%

Financial income
(expense)

Dividend per share
(DPS)

-1,109.4

-1,287.9

-1,061.9

-1,100.3

-1,292.0

4.1%

17.4%

32.4

27.4

-34.5

-187.5

72.2

30.7%

-138.5%

225.3

271.8

45.8

-13.9

-24.9

-27.8%

79.0%

3,657.5

3,841.0

3,454.4

3,075.1

1,190.0

-16.9%

-61.3%

Corporate taxes

-718.8

-899.3

-549.2

-206.5

1,423.6*

N./A.

N./A.

Minority interests

-114.4

-70.8

-100.7

-27.9

-41.8

-15.9%

49.9%

2,824.3

2,870.9

2,804.5

2,840.7

2,571.8

-2.2%

-9.5%

Total assets

87,012

93,701

97,016

96,816

92,410

1.6%

-4.5%

Shareholders’ equity

29,030

31,663

33,208

34,084

35,361

5.5%

3.7%

Net investments

4,072

5,099

3,537

3,259

3,053

-6.3%

-6.3%

Funds from operations
(FFO)

4,914

5,468

6,047

6,196

5,619

3.6%

-9.3%

28,513

29,460

31,705

30,324

28,053

-0.4%

-7.5%

Results of companies
accounted for using the
equity method
Profit (loss) on noncurrent assets
Profit before tax (PBT)

Attributable net profit

Net financial debt
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Number of shares at
period end (M)

5,252

5,484

5,882

6,139

6,240

4.7%

1.6%

Share price (€)

6.67

5.77

4.84

4.20

4.63

-7.6%

10.2%

Earnings per share
(EPS)

0.54

0.52

0.47

0.45

0.41

-6.0%

-8.9%

0.33

0.34

0.34

0.34

0.31

-1.5%

-8.8%

Dividend yield

5.10%

5.93%

6.96%

8.13%

6.65%

7.6%

-18.2%

Total dividend (Includes
payments in kind) (€ M)

1,744

1,859

1,982

2,093

1,922

2.6%

-8.2%

Payout ratio

61.5%

65.2%

71.1%

65.4%

65.5%

1.6%

0.2%

Share price/net
earnings per share
(PER)

12.40

11.02

10.10

9.31

11.25

-2.3%

20.8%

Sustainability report
Quarterly earnings report
Consolidated annual accounts
*During financial year 2013 there was a revaluation of assets and corresponding tax impact,
which means they are not comparable to prior financial years.
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Operating
performance

2009

2010

2011

2012

Installed capacity (MW)

45,030

45,454

46,918

46,950

Net output (GWh)

146,250 158,858

Electric power
distributed (GWh)

Environmental
performance
Emission-free installed
capacity (%)

204,826

2009
54.7%

Renewable energy
installed capacity (%)

24.6%

Emission-free
production (%)

39.4%

Renewable energy
production (%)
Specific CO2 emissions
(t/GWh)
Fuel consumption
(T Toe)
Environmental
investments (€ M)

200,329

151,050 139,932 142,288

-0.7%

1.7%

27.9%
47.8%

2011
58.2%
29.7%
48.8%

2012
59.4%
30.5%
51.9%

214,809

1.2%

Average
2013 annual growth
2009-2013
61.2%
31.6%
54.6%

3.0%
7.1%
9.6%

0.4%

20122013
3.0%
3.6%
5.2%

16.5%

19.8%

23.6%

24.9%

16.5%

5.5%

279

258

248

264

224

-4.9%

-15.2%

19,906

21,994

20,172

19,236

18,968

-1.2%

-1.4%

142.4 1.297.6

1.062.4 1.015.7

124.9%

2012

2013

Average
annual growth
2009-2013

20122013

27.9

29.3

30.7

31.7

32.3

3.9%

1.8%

24.8

25.8

27.5

28.1

28.6

3.8%

1.8%

10.0

10.6

10.8

10.9

10.9

2.2%

0.1%

United Kingdom

3.2

3.3

3.2

3.5

3.5

2.3%

0.0%

United States

1.9

1.8

1.9

1.8

1.8

-0.8%

0.5%

Latin America

9.7

10.1

11.7

11.9

12.4

7.0%

4.2%

3.2

3.5

3.3

3.6

3.7

3.6%

1.7%

Spain

0.3

0.6

0.8

0.8

0.8

40.1%

-3.9%

United Kingdom

2.0

2.0

2.0

2.2

2.3

3.8%

4.5%

United States

0.9

0.9

0.6

0.6

0.6

-8.3%

1.7%

Electric energy
Spain

Gas

15.0%

169.4

2011

Points of supply (M)

-2.1%

214,042

2010

Social performance

0.5%

204,843

2009

20122013

45,986

2010
57.3%

Average
2013 annual growth
2009-2013

Number of employees

32,424

29,641

32,809

30,744

30,650

-2.7%

-0.3%

Open-ended
contracts (%)

98.0%

98.0%

98.0%

98.0%

98.5%

0.1%

0.5%

Employees with
collective bargaining
agreement (%)

78.0%

80.0%

81.2%

79.8%

79.4%

0.5%

-0.5%

6.2%

12.4%

6.2%

10.6%

6.6%

1.6%

-37.7%

75/25

75/25

77/23

76/24

76/24

N./A.

N./A.

136%

143%

162%

151%

154%

3.3%

1.9%

Employee turnover (%)

-4.4%

Diversity
(men/women)

Environmental
expenses (€ M)

255.2

149.7

261.3

723.3

686.4

42.2%

-5.1%

Energy produced under
certified environmental
management systems (%)

Basic entry level wage
compared to local
minimum wage (%)

88.3%

88.7%

87.6%

85.2%

84.4%

-1.1%

-0.9%

Accident rate (AR)

0.65

0.65

0.46

0.34

0.46

-7.3%

35.3%

Hours of training (M)

1.20

1.02

1.25

1.12

1.2

0.0%

7.1%

Hours of training per
employee (h)

38.8

35.9

47.1

44.2

44.7

3.8%

1.1%

Social development
funds (€ M)

84.3

88.1

116.2

51.7

91.6

2.2%

77.2%

Contributions to
society (€ M)

Use of water/global
production (m3/GWh)
Direct CO2 emissions.
Scope 1 (kt)

715

645

620

699

976

41,122 39,939

36,193

35,461

31,846

9.1%

39.6%

-5.6% -10.2%

Indirect CO2 emissions.
Scope 2 (kt)

2,079

1,358

1,156

2,122

997

31.9

32.6

34.7

37.7

31.6

-0.2%

-16.2%

CO2 avoided through
efficiency initiatives (kt)

24,019

25,188

37,462

24,014

18,480

-5.8% -23.0%

Rural electrification
programmes (€ M)

52.4

55.4

81.5

14

60

3.6%

328.6%

SO2 emissions (t/GWh)

0.322

0.397

0.295

0.366

0.217

-4.8% -40.7%

Investments in R&D
(€ M)

91

130

136

145

159

19.0%

9.8%

NOx emissions (t/GWh)

0.317

0.302

0.276

0.334

0.260

-3.6% -22.2%

General supply
purchases (€ M)

6,157

5,893

5,322

4,830

4,359

-7.3%

-9.8%

97%

98%

78%

84%

87%

-2.6%

3.2%

Number of suppliers
evaluated following
social responsibility
standards

N/Av.

187

1.078

1.233

1.202

N/A

-2.5%

Purchases in sensitive
countries according to
the ILO (%)

N/Av.

N/Av.

9.9%

8.9%

12%

N/A

34.8%

93%

92%

91%

90%

86%

-1.9%

-4.4%

Iberdrola's main businesses, pAGE 14

Our Assets, pAGE 49

About the Report, pAGE 73

-4.8%

-5.3%

Purchases from
qualified suppliers (%)

Purchases from local
suppliers (%)
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by area
1.4 Presence
of activity

Iberdrola in Spain
2

5

3

3

4
8

4

3

2

6
4

16

3

2

4

4

3

2013/2012
GDP.......................................................-1.2%
Electricity
demand....................................... -2.2%

17

11

13

2

17

4
10

2

4

16

3

6

13

2

2

9
8
14
5

4

11

Leading
energy
company

28
3
8
2

8

2013 Data

2

25,484 MW
INSTALLED
CAPACITY

4
2

8

6,109

MW
RENEWABLE
INSTALLED CAPACITY

4

57,984 GWh
NET output

200

Wind
farms

6

Nuclear
plants

Wholesale &
Retail

114

Hydroelectric
plants

1

Solar

Distribution

9

Gas combinedcycle plants
Electricity
distribution

91,656 GWh

2

Thermal
plants

DISTRIBUTED
ELECTRIC POWER

264,883

Corporate
offices

Engineering &
Construction

KM
ELECTRICITY LINES

11,383
Real Estate

Foundation

EMPLOYEES

11.6
MILLIONs of SUPPLY
POINTS
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Iberdrola in the United Kingdom
Scotland

Leading
wind power
producer
3rd-largest
distribution
company

2
2
2

2
6

Northern
Ireland

2013/2012
GDP.................................................... +1.7%
Electricity
demand........................................-1.3%

5
5

2013 DATA
30

Wind
farms

4

Gas combinedcycle plants
418 km subsea
electricity line
under construction

3

6,361 MW

Hydroelectric
plants

1

England

Thermal
plant

Electricity
distribution

Wales

Corporate
offices

INSTALLED
CAPACITY

1,477

MW
RENEWABLE
INSTALLED CAPACITY

19,661 GWh
NET output

37,750 GWh
DISTRIBUTED
ELECTRIC POWER

104,785

KM
ELECTRICITY LINES

2

Corporate

Distribution

Renewables

Engineering &
Construction

7,169
EMPLOYEES

5.8
MILLIONs of SUPPLY
POINTS
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Iberdrola in
the United States

2013/2012
GDP.................................................... +1.9%
Electricity
demand..................................... +2.7%

Maine
Augusta

Washington

3

9

North
Dakota

Oregon

Wyoming

South
Dakota

Minnesota
6

Portland

New York

3
5

Maine
6

New
Hampshire

Massachusetts
Iowa

2

Ohio

Illinois

Colorado
5

9
3

4
Pennsylvania

Kansas

2013 Data

Missouri

California

2nd-largest wind
power producer
and 3rd-largest
gas storage
company
Electricity and
gas distributor
in New York and
Maine

6,296 MW

Arizona
New Mexico

INSTALLED
CAPACITY

Mississippi
3

Alabama
Texas

5,493

MW
RENEWABLE INSTALLED
CAPACITY

18,007 GWh
NET output

33,187 GWh
55

Wind
farms

2

Solar

4

Gas
storage
708 km
transmission line
under construction

9

8

Electricity
distribution

Corporate
offices

Hydroelectric
plants

DISTRIBUTED
ELECTRIC POWER

Gas
cogeneration

107,098

KM
ELECTRICITY LINES

5,080
Corporate

Renewables

Distribution & Retail

Engineering & Construction

EMPLOYEES

2.4
MILLIONs of
SUPPLY POINTS
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2013/2012
GDP.................................................... +1.2%
Electricity
demand..................................... +0.3%

Iberdrola in Mexico

Leading
private power
producer
2013 Data

5,176 MW
INSTALLED
CAPACITY
Coahuila

231MW
RENEWABLE INSTALLED
CAPACITY
Nuevo León

34,772 GWh
NET output

Tamaulipas

695

San Luis
Potosí

EMPLOYEES

Mexico
City

3

Wind
farms

Wholesale

6

Gas combinedcycle plants

Oaxaca

Corporate
offices

Chiapas

Engineering & Construction
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Iberdrola in Brazil

2013/2012
GDP.................................................... +2.3%
Electricity
demand..................................... +2.7%
8

Pernambuco

Mato Grosso
Bahía

Goiás

Minas Gerais

Río Grande
do Norte

Leading
distribution
company
in Brazil by
number of
customers
2013 Data

Mato Grosso
do Sul

1,925

MW
INSTALLED CAPACITY

São Paulo
Río de Janeiro

337 MW
RENEWABLE INSTALLED
CAPACITY

10,086 GWh
NET production

52,215 GWh
DISTRIBUTED ELECTRIC
POWER

11

Wind
farms

11

Hydroelectric
plants

1

Gas combinedcycle plants

Electricity
distribution

Corporate
offices

539,368 KM
ELECTRICITY
LINES

6,011
Distribution

Retail

Engineering & Construction

Renewables

Foundation

EMPLOYEES

12.4
MILLIONs of SUPPLY
POINTS
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2
Business
Model and
Strategy

2.1 The future of energy

Opportunities for continued growth
The energy sector will offer various long-term growth
opportunities.

Energy sources for global electricity
generation, 2008-2035 (Twh)
0

5,000

2008 5.1%

21.1% 39.1%

2015 3.9%

20.7%

2025 2.8%

21.0%

2035 2.1%

22.2%

Oil

Natural Gas

10,000

15,000

13.2% 21.4%

35.4%

20,000

13.6%

34.1%

Coal

35,000

40,000

23,961
30,805

29.6%

13.0%

Nuclear

30,000

19,665

13.3% 26.7%

33.1%

25,000

28.7%

37,787

Renewables

Source: International Energy Outlook 2011, Energy Information Administration, U.S.

The International Energy Agency’s World Energy Outlook 2013
anticipates investment needs of almost USD 6 billion during
2013-2035 in the European Union, United States and Latin
America, areas in which Iberdrola is active.
This enormous investment effort requires appropriate and
predictable regulatory frameworks in order for investments to be
efficient and competitive.

The International Energy Agency
anticipates investment needs of
almost USD 6 billion during the
2013-2035 period
20 |

Operator with
ScottishPower Energy Networks
(United Kingdom).
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Growth in demand
In the current context of economic uncertainty, energy
consumption is expected to grow in the coming years, following
the GDP trend in each area. According to a PwC report, average
annual real GDP growth in the Atlantic area in which Iberdrola
operates will be positive through 2050.
The European Union roadmap anticipates that by 2050,
electricity demand may double its current share of final energy
demand, to a level of 36-39%, which could contribute to reducing
carbon emissions from combustion systems in the transport
sector (electricity could satisfy some 65% of demand from
automobiles and light industrial vehicles).

average annual real GDP growth
(2009-2050)
0

1%

2%

3%

4%

5%

Spain
US
UK
Brazil
Mexico

Electricity share

Average annual real GDP growth
in the Atlantic area in which
Iberdrola operates will be positive
through 2050

(as % of final energy demand)
40%

Based on a lowcarbon economy.

35%

Based on the
current trend.

30%
25%
20%

Trends in electricity production and use
Sectoral
 ransition to a low-emissions economy,
T
through a global drive toward reducing
greenhouse gases. The OECD believes a
39% reduction in GHG gases is needed
between 2000 and 2050.
Unsustainable pressure on natural
resources. In the view of the European
Commission, fossil fuels will continue
to dominate the global energy system
and account for almost 90% of total
energy supply in 2030.

15%
2010

2020

2030

Technological
 mart grids will introduce home automation to network
S
management and electricity demand management,
improving process efficiency.
Technological developments, such as new renewable
energies and advances in distributed generation, can
change the electricity markets as compared to the
current model.
Electricity storage, as a still-embryonic technological
possibility, can open up new vistas for the operation and
management of power systems.
Technological progress as a path towards reducing
emissions, both in obtaining fuels and in producing
electricity and managing its use.

2040

2050

Consumption
 niversal access to energy as a
U
factor in improving well-being.
The challenge is to offer a
solution to over 1 billion of the
earth’s inhabitants forecast to
lack access to energy in 2030.
The development of new uses
and applications for electricity
may result in new markets
and opportunities: electric
vehicles, robotics in the use of
electricity, etc.
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2.2 Business model
The purpose of the business model defined for the Iberdrola Group
is the “supply of reliable, high-quality and environmentally-friendly
energy”, through a sustainable, long-term industrial plan.
The model is built on three pillars: a framework of trust based
on an advanced governance model; the Group’s Vision and Values
approved by its management bodies; and the distinguishing
factors that make Iberdrola a different kind of company.
The model’s competitiveness is achieved through responsible
management of the Company’s tangible
and intangible assets.
To apply this model, Iberdrola has defined the activities
in which it seeks to be an active agent (the value
chain), structuring its management into three global
businesses: the Networks Business, the Wholesale
Financial
and Retail Business, and the Renewables Business,
with a Corporation as the Group’s central
management body.
The Corporation develops the Group’s
strategy and oversees its execution.

Supply of
reliable and
high-quality energy

Energy that
drives us, P2

Strategic
foundations, P28

Corporation

Networks
Business

Wholesale
and Retail
Business

Renewables
Business

Management of tangible and intangible assets

Competitiveness,
P24

Manufactured Intellectual Human Natural Social and relationship

Framework
of trust

Vision and Values

Distinguishing
factors

Pillars,
PP22-23

Framework of trust

Vision and Values

To ensure the sustainability of its business model, Iberdrola has
implemented:
A Corporate Governance System consistent with best global
practices.
Corporate ethics, internalised by the management units and the
organisation as a whole.
Social responsibility policies, with a view to meeting the
expectations of stakeholders.
An advanced risk control system, to maintain an optimal “risk/
opportunity” balance, taking advantage of opportunities and
mitigating risks.

“We aspire to be the preferred Global Energy Company because of
our commitment to the creation of value, quality of life, the safety of
people and security of supply, the protection of the environment and
customer focus.”
Iberdrola’s Vision is based on six Values:
Corporate ethics and responsibility.
Economic results.
Respect for the environment.
Sense of belonging and trust.
Safety and reliability.
Customer focus.

A framework of trust, page 64
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Value chain,
P26

Corporate Governance
System

Vision and values
Corporate policies

Scan the code with a QR reader to call up
further information.

Scan the code with a QR reader to call up
further information.
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Iberdrola, a different company

Focus on basic and
regulated businessES

INTERNATIONAL
DIVERSIFICATION

Approximately 75% of Ebitda comes
from regulated businesses.

Approximately 60% of results are
generated outside of Spain.

Iberdrola's main businesses,
page 34

Operating
efficiency

According to a study by Ernst&Young,
comparing six European companies
in the sector, Iberdrola leads in three
efficiency variables: net operating
expenses over gross margin; workforce
per unit of installed power; and
workforce per number of users.

Iberdrola's main businesses,
page 34

Presence by area of activity,
page 14

Group financial
strength and soundness

 trengthening of the balance sheet by
S
reducing debt and improving solvency
ratios.
Liquidity position covers financial
needs for 24 months, even under
stress scenarios.

Financial capital,
page 50

2.3

wager on clean
and competitive
energies
 eneration and production of largely
G
emissions-free electricity.
Large portfolio of offshore wind
generation and wave and tidal power
projects.
Clear goals for reducing emissions.

Natural capital,
page 58

Global, committed
and well-qualified
workforce

 table and high-quality jobs, with
S
high level of training.
Health and safety as a value:
“accident reduction” goal.
Group companies in Spain and Brazil
are considered best places to work in
their sector, according to Merco and
Guía Você.

Human capital,
page 56
| 23

Management of tangible
and intangible assets

The Iberdrola Group holds valuable assets for the development of its business model. The strategy defined by
the Company transforms these assets to create value for all its stakeholders.

FINANCIAL
CAPITAL

MANUFACTURED
CAPITAL

INTELLECTUAL
CAPITAL

Economic resources the Company

Tangible assets or goods used

Knowledge-based intangible

What is it?

holds or obtains through

by the Company to carry out its

assets.

financing.

activities.

Mgmt.
approach

Create value for shareholders
through sustainable growth.

Offer a competitive supply of
energy in a safe and
reliable environment.

Mgmt.
approach

Sound financial structure.

Power generation assets.

Promotion of R&D.

Operating efficiency.

Power transmission and

Efficiency and new products and

Monitoring of investments.

distribution assets.

services.

Sustainable results and dividends.

Other assets.

Disruptive technologies and
business models.

Financial capital,
page 50
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Knowledge-based intangible
assets.

Manufactured capital,
page 52

Intellectual capital,
page 54
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HUMAN
CAPITAL

NATURAL
CAPITAL

SOCIAL AND
RELATIONSHIP CAPITAL

Employee knowledge, skills,

Natural resources affected by the

Ability to share, relate and collaborate

experience and motivation.

Company’s activities.

with its stakeholders, promoting
community development and well-being.

Guarantee the availability of
a committed and well-qualified
workforce.

Ensure sustainable use of natural
resources and contribute to
combating climate change.

Promote relations of trust with
stakeholders, improving the quality
of life of individuals in the areas in
which the Group has a presence.

Global human resources

Environmental and biodiversity

Stakeholder relations.

management.

management.

Programmes to support the

Goal of “accident reduction”.

Pollution prevention.

community and access to

Talent management.

Operating excellence and energy

electricity.

Diversity, equality of opportunity,

efficiency.

Fundación Iberdrola.

and reconciliation.

Waste management.

Soundness and strength of brand.
Reputation management
Informational transparency.

Human capital,
page 56

Natural capital,
page 58

Social and relationSHIP capital,
page 60
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2.5 Value chain
Energy
generation

Energy transmission
and distribution

Electricity production through the construction,
operation, and maintenance of generating plants, and
purchase/sale of energy on wholesale markets.

Construction, operation,
and maintenance of electrical lines,
substations, transformer centres,
and other infrastructure

production plants*
electricity networks*
aerial lines

38%
RENewABLEs
(hydroelectric + wind)

5%

35,240 km
transmission lines

COGENERAtioN

31%

3,900

high to medium
voltage
transformer
substations

production
plants

9%

combined
cycle

underground lines

17%

conventional
thermal

1,165 km
transmission lines

NUCLEAR
*% of net production, 2013.
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*At 31 December 2013.
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Energy
sales
to transmit electric power
from production centres to end
users.

Supply to end users of energy and additional
products and services.
USerS*

829,885 km
distribution lines

users

1.3 million
medium to
low voltage
distribution
transformers

90.3%

5.8%

0.9%

0.9%

2.1%

186,248 km
distribution lines

RESIDENtIAL COmMERCIAL INSTITUtIONAL

INDUSTRIAL

OTher

*% by sector at 31 December 2013.
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Strategic foundations for
2014-2016

Beinn Tharsuinn
wind farm
(United Kingdom).

Market conditions
The global energy scenario is trending toward
moderate growth in the medium and long terms,
driven by the economic recovery. The Company has

28 |

designed a strategy to address this scenario, with specific
measures adapted to the particular needs of its areas
of activity.
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Challenges and opportunities
Challenges
Management of a scenario involving slow recovery in the
demand for electrical power.
Attainment of higher efficiency levels in all businesses.
Regulatory management in all businesses, with special
emphasis on transmission and distribution businesses.
Containment of financial expenses in an environment of
potential increases in medium-term interest rates.

Opportunities
International diversification with a presence in countries with a
stable and predictable regulatory framework.
Balanced business model focused on regulated activities.
High quality of assets.
Culture of innovation, efficiency and results.
Proven management capacity.

…maintaining a commitment of sustainable
remuneration to shareholders.

Growth vectors 2014-2016
Investments
 nited Kingdom: Iberdrola is entering a growth phase in
U
power transmission and distribution and the start-up of both
onshore and offshore renewable energy projects.
United States of America: The Company is seeing growth in
the networks area and in new onshore wind developments.
Latin America: In Mexico, it will strengthen its leadership
as the largest private power producer. In Brazil, it is facing a
growth phase in hydroelectric capacity.
Spain. Maintenance and improvement of facilities.

Operating efficiency
In all areas of activity.

Outlook
2014-2016
Scan the code with a QR reader to call up further
information.

…with a potential additional increase in EBITDA,
due to improved market conditions and energy
prices.

After 2016…
Projects in 2014-2016 will provide an increased contribution
to results.
Additional investments in stable and attractive businesses and
countries.
Additional efficiency measures: structural optimisation and
additional reduction in workforce.
Portfolio management, to explore new growth opportunities.

… increase shareholder remuneration in line
with results.

The future of energy, page 20

| 29

Strategic pillars
Iberdrola’s strategy for 2014-2016 will be based on consolidating its financial strength, making investments in regulated businesses, and
continuing to implement efficiency improvements; thus maintaining the same strategic pillars that have allowed it to successfully confront
the world economic/financial crisis.

1

2

Balanced
risk profile

I nvestments focused on businesses and countries with
stable and attractive regulatory frameworks.
Net investment of €9,600 M, with €4,400 M intended for
growth and the rest for maintenance and replacement.
The area of power transmission and distribution networks
will account for 57% of all net investments. 22% and
19% of the overall planned amount will be allocated to
renewable energy and generation, respectively.
The regulated networks (network, renewables and
regulated generation) will account for 88% of all planned
investments.
Geographically, Iberdrola will concentrate the bulk of its
efforts in the United Kingdom (41%), followed by Latin
America (24%) (mainly Mexico), the United States of
America (17%), and Spain (15%).

Investment by business and by
geographic area, 2014-2016*
(%)

57%
2%
19%

22%

Networks
Renewables
Wholesale and Retail
Other
* Includes investments in Neoenergia.
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3%

41%

24%

Operating
efficiency

 ontinue implementing measures to promote savings
C
and contain operating costs, with a view to improving
efficiency and partially absorbing the effects of inflation
and activity growth on both personnel expenses and
outside services:

Personnel:
O
 rganic reduction of 1,000 employees in existing
businesses.
W
 orkforce of approximately 27,000 employees at yearend 2016.

OUTSIDE SERVICEs:
 ptimisation of corporate structure.
O
Procurement management.
Process managements.

From 2014 to 2016 investment will
be focused on countries with stable
regulatory frameworks
Financial capital, page 50

17%

15%
Spain
United Kingdom
United States
Latam and other
Global

Outlook
2014-2016
Scan the code with a QR reader to call up
further information.
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3

Financial
strength

Cortes-La Muela
complex
(Valencia, Spain).

 et debt reduction of €1,800 million, down to €25,000
N
million by year-end 2016.
F unds from operations (FFO) exceeds investments made
in all business units.
D
 ivestment of €500 million, in addition to the €2,000
million from the divestment plan announced in 2012.
C
 hange in the financial model to provide subsidiaries
with an optimal capital structure that gives appropriate
economic signals, in accordance with current guidelines
for structural subordination.
O
 ptimisation of liquidity position (<€9,000 million) to
current market conditions, to improve financial costs,
maintaining 24 months of coverage even during stress
scenarios.
Strengthening of financial ratios, with the following
objectives in 2016:
L everage 40%
N
 et debt/EBITDA <3.5
F FO/Net debt >22%

As a result, growth over the period and a sustainable
shareholder remuneration policy
F ollowing the impact of the tax and regulatory
changes in Spain, the company estimates EBITDA of
€6,600 million and Net Profit of €2,300 million in fiscal
year 2014, with subsequent average annual growth of
4% up to 2016.
I n this scenario, the Group meets the goal
of delivering annual shareholder remuneration of at least
€0.27 (gross) per share, which could increase

based on the performance of profits, with a
payout of between 65% and 75%.

€M

2014e

Average annual growth
2014-2016

Ebitda

6,600

4%

Net Profit

2,300

4%
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Cost of supply, the main factor in
the political and social agenda
The cost of electricity supply is taking on a greater role in the political and social agenda. The principal
challenge is to reconcile secure and environmentally friendly supply with the use of renewable energy at
prices that are competitive and can be afforded by society as a whole.

In the European Union
In the current crisis, the impact of high energy costs on the

In the short term, various initiatives are being adopted

competitiveness of European industry and the well-being of citizens
is one of the issues of greatest concern in the European Union,
and is a basic topic to be considered in determining energy and
environmental goals for 2030.

to improve this situation. In January 2014 the European
Commission presented an analysis of the components of final
electricity prices, which will allow it to adopt more efficient
measures.

In Spain
Rates paid by electricity consumers incorporate political
decisions of all kinds: environmental (subsidies for renewable
energy and the costs of reducing CO2 emissions), industrial
(interruptibility of large consumers and cogeneration
subsidies), social (subsidies for domestic coal mining and for
electricity in non-mainland territories), economic (recovery of
tariff deficits from previous years), and public finance (taxes for
the regional and municipal governments).

Less than half the costs of electricity supply are directly related
to providing the service; the rest are subsidies and taxes. With
some supply costs below the European average, the end prices
of electrical energy for Spanish consumers are higher than the
Community average.

In the United Kingdom
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An intense public debate is being held on electricity prices,

The growing weight of support for renewables and energy

with the involvement of political leaders and widespread media
coverage.
Energy prices have increased due to international gas prices
and the growing impact of the energy policy.

efficiency measures accounts for 7% to 9% of a typical consumer
invoice, which has led to the reconsideration of certain rules.
The investment in networks and cleaner generation, in line with
environmental targets, will result in greater price pressure.

INTEGRATED REPORT | BUSINESS MODEL AND STRATEGY

In the United States
Tariff revisions currently under discussion or preparation reflect

The development of smart networks, the rapid replenishment

pressure by regulators to limit returns on capital, while at the
same time maintaining the investments required to improve the
network infrastructure.

of supplies in the face of extreme weather conditions, and the
integration of new energy sources into the system require major
investment, which sometimes conflicts with the goal of limiting
compensation to the companies.

In Brazil
S trong political pressure to reduce electricity prices, without
changing the tax components. New concession framework
for generation, allowing rate reductions of 20%. Adoption
of efficiency improvements in management of networks
and reduction of costs of capital in Brazil.

T he insufficiency of “cheap energy”, as well as the drought
and the need to operate “expensive” thermal units, are
forcing distribution companies to assume high costs that are
recognised in annual tariff adjustments.
The government has contributed specific funds to mitigate the
size of the annual adjustments.

In Mexico
Due to Iberdrola’s business in Mexico (operation of generating
plants under long-term contracts), the tariff debates there are
not affecting the Company.

Iberdrola will support frameworks that deepen market liberalisation and transparency, and provide
incentives for required investments and efficient operations through tariff structures that give efficient
signals to consumers and do not penalise them with costs unrelated to the supply of electricity.
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3
Iberdrola's
Main
Businesses

Regulation is a
key factor in the
sustainability of
Iberdrola’s activities
Energy policies must set clear
and predictable goals in order to
attract the investment needed to
guarantee a safe, competitive and
sustainable supply, developing its
potential as a source of growth
and employment.
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3.1 Regulatory Environment

Operators with
Iberdrola USA.

European Union
 ork is being undertaken to promote the domestic market, the
W
integration of renewables, support facilities, and competitive
pricing.
For 2030 a target of a 40% reduction in CO2 emissions has been
proposed, along with a 27% increase in renewables, which must
still be approved. This will afford investors long-term signals for
building infrastructure.
The development of energy infrastructure will be promoted,
improving interconnection in Spain and the United Kingdom,
countries that have little interconnectivity.
There is a desire to strengthen emissions trading to promote the
change towards low-emission technologies.

Spain
The Government is promoting major regulatory changes affecting
the industry model and remuneration of industry players, which
could foreseeably eliminate the tariff deficit after 2014.
Changes are occurring in remuneration for distribution,
renewables, capacity payments, etc.
A regulated tariff applying to approximately 90% of consumers is
maintained.
Revisions are also projected in regulation of the gas sector and the
wholesale electricity market model.

| 35

United States and Canada
Implementation of a new remuneration framework is anticipated
in the state of Maine (US), as is a debate on the review of the
regulatory model in the state of New York.
Maintenance of an attractive remuneration model, to incentivise
the expansion of transmission networks, is considered likely.
There is expected to be continuing debate on the establishment
of an efficient and stable foundation for investment in renewable
energy, influenced by the latest controversies over climate change
and fracking.

United Kingdom
 014 will see advances in the reform of the electricity
2
market in order to facilitate an investment of 110,000
million pounds by 2020, renewing 25% of the generation
infrastructure and developing instruments such as
contracts for difference, capacity payments,
and new emissions standards.
This will also culminate in defining the new distribution
remuneration model for 2015-2023.
There will be a new framework for energy sales.
There will be work on reforming the wholesale market,
for integration into the single European market.
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Mexico
The new energy reform, on which debate has recently
commenced, will probably have implications for investment in
new power generation projects and in the development of new
business.

Brazil
Pricing pressure is expected to continue, due to hydrological
conditions and the reform of the generation concession
framework.
The upcoming energy auctions and new projects could have great
significance for the industry.
Prior analysis is being carried out in view of the proposals and
discussions regarding the 4th tariff cycle.
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3.2 Networks

Iberdrola distribution
lines (United States).
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Regulatory environment of the business
Spain
In 2013 a new stable and predictable remuneration
system was approved, with six-year periods based on
unit costs still pending publication.
A transitional methodology also approved in 2013 will
apply until the new regulatory framework is completely
defined.

United Kingdom
 lear, stable, and predictable regulation, which
C
incentivises investment.
In 2012 an agreement was reached on investments and
remuneration for ScottishPower’s transmission activity
for 2013-2021.
Negotiations continue in 2013 and 2014 on the terms
of the new regulatory period for electricity distribution
activities for 2015-2023.

United States
 urrent tariff conditions from the previous regulatory
C
period are extended for the New York companies in
2013.
CMP (Maine) has submitted a rate review request for
2014-2018.

Brazil
The Elektro tariff agreements, which include annual
adjustments, are in effect until 2015. The annual tariff
adjustment was 8.9% in 2013.
Entry into force in 2013 of the new tariff agreement for
the Neoenergia Group’s distribution companies.
The government authorised a mechanism to cover
the 2013 energy surcharge borne by distributors as a
consequence of the increased price of electricity in the
wholesale market due to the drought and exposure to
the expiration of some generation concessions.
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Arroyadas-Quintanilla
high-voltage line
(Valladolid, Spain).

Elektro's tariff agreements
include annual adjustments and
apply until 2015
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Objectives, risks and principal activities
Objectives
Satisfy supply under strict safety conditions, in compliance

2013 Principal activities
S pain: continuation of the STAR project for the roll-out of

with environmental requirements.
Increase the quality of energy supply through investment in
expanding and renewing networks, improving our processes,
and using the latest advances in technology.
Maximise efficiency in system operations.
Seek a minimum accident rate, with a goal of zero accidents.

smart grids, having already installed over 2 million meters.
Nine new substations have also been placed into service.
United Kingdom: Start of the new RIIO-T1 regulatory period,
with plans to increase interconnection capacity between
Scotland and England, and the connection of renewable
energy. Most significant is the 400-km DC underwater cable
between Scotland and Wales.
United States: Progress on the MPRP transmission plan
(700 km of network, 5 new substations, and 6 expanded
substations), with an investment of $1,400 million. The
Lewiston Loop project has commenced, with an investment
of $43 million.
Brazil: construction of facilities to serve new consumers and
meet increased demand. The Bertioga 4 substation has been
placed into service.

Significant risks
 egulatory uncertainty.
R
Safety of individuals from risk of accidents.
Incidents with environmental impact.
Major network incidents.
Increased fraud.

Outlook
57% of the Iberdrola Group’s
investments will be allocated
to the Networks business.

Work is being carried out to
identify new development
opportunities in transmission
and the application of
new technologies for the
development of smart grids.

net Investment of €5,030
million between 2014 and 2016,
56% for growth activities (€ M)
1,700

1,735
80
1,665
85

1,630
80

(€ M)

9,000

3,020

6,000

1,600

845

945

815
3,000

1,500

0

2014-16 cash flow generation
to finance investment

435
270

355
355

425

2014

2015

2016

Spain

US

UK

340
Elektro (BR)

0

FFO

8,050

5,030

Net investment

FCF
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Spain

United States
of America

United Kingdom

Brazil

Total

(Elektro and Neoenergia)

Item

Unit

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

Gross margin

€M

1,857

1,905

1,152

1,193

1,422

1,469

1,237

1,005

5,668

5,571

Ebitda

€M

1,348

1,450

937

939

660

718

828

578

3,774

3,685

Electrical
power
distributed

GWh

94,410

91,656

37,930

37,750

32,722

33,187

49,006

52,215

214,068

214,809

millions

10.9

10.9

3.5

3.5

1.8

1.8

11.9

12.4

28.1

28.6

GWh

-

-

-

-

28,039

37,069

-

-

28,039

37,069

millions

-

-

-

-

0,6

0,6

-

-

0,6

0,6

€M

350

283

516

587

632

543

493

493

1,991

1,906

No. persons

4,078

4,055

2,797

2,910

4,064

4,131

5,943

5,960

16,882

17,056

Supply points
(Electricity)
Gas supply
Supply points
(Gas)
Investments
Workforce
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Operating efficiency is one of the Group’s strategic pillars for 2014-2016.
The Networks Business projects a containment in the growth of operating
expenses, despite a sharp increase in activity
Net Operating Expenses 2014-2016
Spain

United Kingdom

United States

ELEKTRO (BRAZIL)

(€ M)

(€ M)

(€ M)

(€ M)

400

400

395

400
200

210

220

550

510

530

530

180

150

350

150

450

140

300

100

350

100

0

0

2014

2015

Change in Spain NOE.
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200

2016

2015

2016

Change in United Kingdom NOE.

165

0

0

2014

155

2014

2015

2016

Change in United States NOE.

2014

2015

Change in Brazil NOE.

2016
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3.3 Wholesale and Retail
Aldeadávila
hydroelectric plant
(Salamanca, Spain).
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Regulatory environment
of the business
Spain
 egulatory changes, both approved and in process, continue
R
to affect wholesale and retail energy results, due to the new
taxes.

United Kingdom
 dvances in market reform, including a market for capacity
A
and contracts for difference for low carbon-emission
facilities.
April 2013 saw the entry into force of the tax on carbon
emissions, to increase through 2015, which will change the
market balance. After that, it will remain constant until
2020.
Changes in the allocation of network tolls will be effective
April 2016.
The largest generators are required to be market creators
and to negotiate with small suppliers starting April 2014.
Continued development of ECO, a programme requiring
sellers to meet certain requirements for reductions in
residential emissions and energy costs, the term of which
has been extended for two additional years, to 2017.

Europe
 ntry into force of the new EMIR financial regulation,
E
to mitigate and control operating risk associated with
derivatives trading.
Continuation of the process of integrating markets and
developing network codes. The Iberian market will be
combined with the NWE (North-West Europe) area market
in May 2014.

Mexico
 ountry-wide energy reform process has been initiated,
C
which will largely affect the petroleum sector but will also
have an impact on the electricity sector.
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Arcos gas-combined cycle plant
(Cádiz, Spain).
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Objectives, risks and principal activities
Objectives
Operational excellence, safety and respect for the environment.
Risk identification and minimisation.
Continuous improvement in operating efficiency.
Maximisation of know-how.
Competitive supply adapted to customers.
Analysis of growth opportunities.
Significant risks
 egulatory uncertainty in the countries in which it operates.
R
Changes in production of, and demand for, electricity and gas.
Fluctuations in hydroelectric, wind and solar production.
Environmental and fossil fuel costs.
Changes in the market prices for electricity and gas.
Retail market liberalisation.
Credit, exchange-rate and interest-rate risks.
Risk of accidents with an environmental impact.
Operational risks due to downtime of facilities.

2013 Principal activities
S pain: commissioning of the San Esteban II hydroelectric plant
(176 MW) and start-up of the San Pedro II hydroelectric plant
(23 MW). Closure of the Pasajes (223 MW) and Lada 3 (156
MW) coal plants, and of the Aceca (157 MW) fuel-oil plant, due
to environmental restrictions; final shutdown of the Sta. María
de Garoña (Burgos) nuclear plant for economic reasons (not
technical or safety reasons).
Mexico: increase by 22MW in the capacity of the Tamazunchale
CCGT, expansion of 37 MW in the Enertek co-generation plant,
award of the Baja California III CCGT (300 MW) and expansion
of the Monterrey CCGT (300 MW).
United Kingdom: closure of the Cockenzie coal plant (1,152
MW) due to environmental requirements.

Outlook
F
 ocus maintained on operating
and resource efficiency.
O
 ptimisation of operation of
generating plants in Spain and the
United Kingdom.
S trong growth in generation in
Mexico: +1,600 MW of new power
by 2016 (+32%).
M
 oderate growth in retail in
Spain (depending on market
liberalisation) and United
Kingdom.
C
 ustomer loyalty, launch of new
products, and energy efficiency
services.

net Investment of almost €1,200
million between 2014 and 2016 in
growth activities and some €250
million/year in maintenance (€ M)
600

507

2014-16 cash flow
generation to finance
investment
(€ M)

6,000

410

400

4,000

320

424

53
37

62
21

122
8

2014

2015

2016

200

0

Spain

United Kingdom

3,210

278
148

Mexico

2,000

0

5,175
FFO

1,965
Net investment

FCF
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Spain

United Kingdom

United States
and Canada

Mexico

Total

Item

Unit

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

Gross margin

€M

2,782

3,037

1,083

1,045

56

14

497

453

4,418

4,549

Ebitda

€M

1,605

1,373

361

321

9

-23

380

348

2,355

2,018

Installed capacity

MW

19,382

19,379

6,036

4,865

N/A

N/A

4,987

4,987

30,405

29,231

GWh

44,916

44,219

16,426

17,142

N/A

N/A

34,971

34,212

96,313

95,573

Electricity contracts

millions

10.7

10.6

3.4

3.4

N/A

N/A

N/A

N/A

14.1

14.0

Gas contracts

millions

0.8

0.8

2.2

2.2

N/A

N/A

N/A

N/A

3.0

3.0

Product and service
contracts

millions

3.1

3.7

0.1

0.1

N/A

N/A

N/A

N/A

3.2

3.8

Total sales
contracts

millions

14.6

15.0

5.7

5.8

N/A

N/A

N/A

N/A

20.3

20.8

€M

302

148

104

122

5

4

30

54

441

328

No.
persons

3,590

3,552

3,211

2,981

131

117

432

430

7,364

7,080

Net output
(excluding renewables)

Investments
Workforce
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The Wholesale and Retail Business focuses on operating efficiency
and selective growth in Retail activities and Mexico, which will lead to
stable results and guarantee the generation of funds for the Group
Efficiency
 ptimisation of coal production, with
O
investments in low-cost NOx in Spain and the
United Kingdom.
Making operations more flexible in
complementary markets in Spain and the
United Kingdom.
Operational improvements to increase the
availability and energetic yield of the Mexico
facilities.
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Mexico growth
32% increase in installed capacity (up 1,600
MW) in 2016:
Expansion of Enertek cogeneration (40 MW).
New Monterrey V (300 MW) and Baja
California III (300 MW) units and new
combined cycle tender (900 MW).
50 MW of new cogeneration.

Retail
Moderate portfolio increase and improved
product competitiveness.
Customer loyalty.
Growth in energy efficiency services, with
launch of new products.
Improved efficiency in the United Kingdom,
supported by IT systems and retail
operations.
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Renewables

Sil wind farm
(Galicia, Spain).
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Regulatory environment
of the business
Spain
Change in the remuneration for facilities beginning in July
2013, remunerated through market revenues and a supplement
for installed capacity in order to yield remuneration consistent
with standards that are still pending specification.
Under the new industry law, the special scheme for new
facilities disappears and the 7% tax on production revenue
continues.

Mexico
T he new energy reform, although still in development, is expected
to be an active means of developing renewable energy.

Brazil
T he auction model for the development of wind and solar energy
is expected to be stable.
The local content requirements for material investment in
facilities may be increased.

United Kingdom
 lectricity market reform is expected to favour the
E
development of renewable energy.
In 2014 regulations will be implemented for contracts for
difference to attract investment in renewables, replacing the
Renewables Obligation for new facilities commissioned as
from 2017.
The changes being discussed in the regulations for the
calculation of network tolls will be finalised.

United States
Incentives are being maintained for wind energy projects
commenced prior to December 2013 and solar energy projects
coming on line before 1 January 2017.
It is expected that government schemes to encourage
renewables will retain a relatively stable framework.
The adoption of measures to improve the integration of
renewables into electricity systems will be continued.
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The business will grow
sustainably, based on
investments in onshore
and offshore wind power
in the most important
countries for the Group
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Objectives, risks and principal activities
Objectives
Operating efficiency to maximise return on assets.
Installation the first offshore wind farm, applying the

2013 Principal activities
 40 MW of onshore wind projects were installed during the
3

experience of operating 14 GW of onshore wind farms.
Qualification of the Wikinger (Germany) and East Anglia
1 (United Kingdom) offshore wind projects under current
regulatory conditions.
Build new onshore wind capacity in the United Kingdom,
United States, and Mexico and continue to develop onshore
wind projects in those countries and in Brazil.

Significant risks
 egulatory uncertainty in the countries in which it
R
operates.
Prices of energy and green certifications.
Operational and technological risk.
Risk of access to evacuation networks and limits on
production due to technical restrictions on networks.

year, 185 of them in the UK, notably Harestanes, with 136 MW.
The West of Duddon Sands (United Kingdom) offshore wind
farm continues development: final commissioning is projected
for 2014.
In Brazil, 117 MW have been installed at 8 wind farms,
completing the 258 MW awarded in Leilao.
Mexico has seen the expansion of 22 MW at the La Ventosa
wind farm, and the 70 MW Dos Arbolitos project has
commenced.
In the United States construction has started on the 202 MW
Baffin wind farm in Texas.
Other significant activities:
Ongoing strategy of concentrating activities in key countries,
finalising the sale of 550 MW of capacity in onshore wind
farms in France, Germany and Poland.

Outlook
Slowing of investments, although

2014-2016 investment plan

there is currently moderate
growth, with potential for
additional investments.
New facilities are focused on
the United States, the United
Kingdom, Mexico, and Brazil.
Push towards offshore wind
projects, through a strategy based
on technological efficiency and
investment profitability.
Short-term opportunities
identified in the US.

Investment in renewables (� M)

2014-16 cash flow generation
to finance investment
(� M)

800

800

800
4,000

700

700

3,000

1,400

2,000

600

0

0

2014

2015

2016

3,700
FFO

2,300
Net Investment

f cf
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Spain
Item

United Kingdom

United States

Mexico

Brazil

Other

Total

Unit

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

2012

2013

Gross
margin

€M

1,058

1,019

238

307

662

719

42

41

15

27

270

191

2,285

2,304

Ebitda

€M

805

696

168

234

412

456

37

34

11

16

187

137

1,620

1,573

Installed
capacity

MW

6,094

6,109

1,235

1,477

5,493

5,493

209

231

76

193

928

744

14,034

14,247

Production

GWh

12,211

13,857

2,277

2,794

14,058

14,712

489

560

161

197

2,589

1,779

31,784

33,899

Load factor

%

23.6%

26.0%

24.0%

25.4%

30.5%

30.6%

29.1%

29.9%

37.2%

36.2%

23.7%

23.9%

26.4%

27.7%

€M

142

121

372

480

348

481

23

43

86

141

122

67

1,093

1,333

Investments
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The business will engage in sustainable growth, based on onshore and
offshore wind investments in the countries most important to the Group.
Efficiency is a key factor for business sustainability in the medium and long
term. Iberdrola will take technological advances into account and act upon
the supply chain to allow for improvement in the coming years
Load factor

Operation and maintenance costs

Maximising the load factor of facilities, while minimising down
time through operating and maintenance measures, as well as
other external factors.

Continuous improvement in efficiency through global
standardisation and systemisation processes.

Project portfolio
Prices
Minimisation of risks through appropriate coverage.
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Development of the portfolio of onshore wind projects in the
United Kingdom, United States, Mexico, and Brazil, as well as the
Wikinger (Germany) and East Anglia 1 (United Kingdom) offshore
wind projects.

4
Our
Assets

Iberdrola's assets
are the basis for the
creation of value
by the Company,
which carries out its
activities through the
sound management
of these assets
In this report, Iberdrola's
assets are identified in
accordance with the IIRC
classification system:
Financial capital
Manufactured capital
Intellectual capital
Human capital
Natural capital
Social and relationship capital

4.1 Financial capital

Solid
financial
structure

Operating
efficiency

Monitoring
of
investments

Sustainable
results and
dividends
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Management approach

2013 Results

Outlook

I berdrola is committed to bolstering its
financial strength in order to successfully
contend with market turbulence and be
well placed to capitalise on the expected
medium-term upturn in the economic
cycle. Its strategy is geared towards
further reducing debt, attaining positive
cash flow in all of the businesses, and
improving its solvency ratios.

S table gross margin of 12,577 million
euros.
Net profit of 2,572 million euros, a
year-on-year drop of 7% due to
the impact of regulatory and tax
measures in Spain.
Cash flow of 5,619 million euros.
Reduction of net debt by 2,271 million
euros, to 28,053 million euros.
Liquidity of 10,826 million euros, which
covers more than 30 months
of financing needs.

 verage annual EBITDA and net profit
A
growth of 4% over the 2014-2016 period.
Reduction of net debt to 25,000 million
euros by year-end 2014, and maintenance
of this level in 2015 and 2016.
Improvement of the net debt/EBITDA and
operating cash flow/net debt financial
ratios.
Optimisation of the liquidity position to
cover financing needs for 24 months.

 he current macroeconomic and
T
regulatory environment requires an
additional effort to keep operating costs
under control.

 et operating expenditure contained,
N
maintaining efficiency.
Net operating expenditure/gross margin
ratio of approximately 30.2%, compared
to 30.1% in 2012.

 ontainment of operating expenses,
C
keeping them below gross margin growth
and thereby helping to boost efficiency.

Targeted control of investments will
enable:
Assurance of return on equity through
projects geared towards rapid recovery or
increased stability of results, focusing on
regulated businesses.
Generation of positive free cash flow in
all businesses and reduction of financial
debt.
Tailoring of investment levels to the
actual needs of each market.

T otal investment of 3,053 million euros,
with over 87% channelled into regulated
businesses and renewables.
6.3% reduction in investment compared
to 2012, confirming the investment
containment trend of the past few years.
 €2,000 million divestiture plan
completed in early 2014.

S trict investment criteria based on earnings
security, project profitability, and short
implementation periods.
Strategies of investment in businesses
and countries with predictable and stable
regulation, and divestiture of non-strategic
assets and in non-strategic countries.
Net investment of 9,600 million euros over
the 2014-2016 period, concentrating on
regulated businesses.

I berdrola offers its shareholders an
industrial enterprise for the long-term
creation of value. The confidence of
its shareholders enables Iberdrola to
secure the resources needed to move its
enterprise forward.

S hareholder remuneration of 0.308 euro
per share, equal to a dividend yield of
6.65%.
Flexible dividend offering tax benefits.

Continuation of the flexible dividend
programme, with a target annual payout
of 0.27 per share over the 2014-2016
period.
Target of maintaining the number of
shares at 6,240 million, neutralising
the capital increases associated with
implementation of the Flexible Dividend
programme.
Potential increase in the dividend per
share, based on net profit.

INTEGRATED REPORT | our assets

Create value for shareholders through sustainable growth
Ebitda by business

Debt
(M €)

30,324

28%
51%

28,053
-7.5%

21%
2013

2012

Wholesale and Retail
Networks
Renewables

Strengthening of the balance sheet, as planned

Maturity of financial debt*

Debt structure by currency in 2013

(M €)

16,374
15.000

56%

17%
10.000

4%
5.000

0

2,505

2,930

4,033**

3,188
23%

2014

2015

2016

2017

2018+***

* Does not include drawn lines of credit.
** Includes €745 million with option to extend 1+1 years and €595 million with option to extend 1 year.
*** Assumes renewal of outstanding balance of notes in the amount of €670 million.

Comfortable maturity profile

Euro
Pound
Dollar
Real & others

Debt structured by origin of cash flow earned
in each currency

Investment by geographic area 2013

Gross margin by business
40%
36%

2%

26%

19%

18%

15%

Diversification of investments, with a heavy
concentration outside of the euro area

44%
Spain
United Kingdom
United States
Latam and others

Wholesale and Retail
Networks
Renewables
Other
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4.2 Manufactured capital
Scope

Power
generation
assets

Power
transmission
and
distribution
assets

Other
assets
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2013 Principal
activities

Outlook

Iberdrola's generation assets comprise
nearly 300 wind farms, almost 90
hydroelectric power plants (in addition to
the mini-hydro plants), 34 thermal power
stations using various technologies, 5 of
which are nuclear, and other facilities
built and operated according to the best
available practices.

I SO 9000 and ISO 14000 quality and
environmental certification has been
attained for the Company's generation
operations in Spain, the United Kingdom,
and Mexico.
ISO 9000 certification has also been
attained for the operation of wind farms
in Spain and the United Kingdom.

 ommencement in England of the largest
C
renewables project in the Company's
history, an offshore wind farm with a
capacity of 7,200 MW in one of the most
important locations in the world.
In Mexico, expansion of the Enertek
cogeneration plant (40 MW) will be
completed in 2014. It is expected
that Baja California III (300 MW), the
Monterrey extension (300 MW), the newly
awarded combined-cycle project (900
MW), and a new cogeneration facility (50
MW) will commence operations in 2016.
Analysis of upcoming development
projects in Mexico and the United
Kingdom.

Iberdrola's electricity transmission and
distribution networks comprise over
36,000 km of transmission lines, over 1
million km of distribution lines, roughly
3,900 substations and over 1.3 million
transformers, built and operated to supply
a high-quality, reliable service.

 uality and environmental certification
Q
is held for Network Business processes,
within which over 3,000 internal quality
inspections and over 11,000 inspections of
contractors have been performed.
Deployment of smart meters in various
territories in which the Company is active:
Spain, the United States, and Brazil.

 onstruction of a new electricity
C
transmission line corridor between
the electricity systems in Canada and
the United States, aimed at improving
reliability in the New England area.
Projected investments in the United
Kingdom transmission network, to
improve the reliability and quality of
supply. Especially noteworthy is the
“Western Link”, a subsea cable linking
the Scottish and English networks.
Launch of the P2020 strategic project
in Spain, aimed at achieving increased
efficiency, operational safety, and supply
quality.

Iberdrola has corporate offices in all of the
geographic regions in which it distributes
electricity, as well as other buildings and
ancillary infrastructure associated with its
operations.

T he Iberdrola Tower, the Group's
headquarters in Bilbao (Spain), is
the first building in the country to
obtain the LEED CS 2.0 Platinum-level
certification, due to its commitment
to the use of environmentally friendly
technologies.
Iberdrola holds a Global Certification
in Quality Management pursuant to
the ISO 9001 standard for the activities
carried out by the Group.

 onstruction of a new corporate
C
building in central Glasgow, Scotland
with 14 storeys and a capacity for 1,900
employees, for which ScottishPower
has submitted a formal planning
application.
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Offer a secure supply of energy that is competitive in price and quality

Average availability factor of
Iberdrola's generation facilities

Average availability factor (%)

0
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Conventional
thermal

85
86

Combined
cycle

81
91

Cogeneration

91
91

Nuclear

92
89

Hydroelectric

81
87

Wind

Biomass

2012
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Ibedrola’s
average:
91.49%

Iberdrola has corporate
offices in all the regions
in which it distributes
electricity

98
97
92
0

2013

Quality of electricity supply

Property, plant, and equipment

Average power outage duration

2012

2013

Spain

TIEPI (m)

58.2

62.4

60,000

United Kingdom

CML (m)

46.5

44.0

United States

CAIDI (h)

1.85

2.47

Brazil

DEC (h)

17.01

18.61

Average power outage frequency

2012

2013

Spain

NIEPI (no.)

1.14

1.20

CI (ratio)

45.5

44.0

SAIFI (índex)

1.15

1.24

FEC (frequency)

7.59

7.64

United Kingdom
United States
Brazil

100

TIEPI: Installed Capacity Equivalent Interrupt Time. CML: Customer Minutes Lost Per Connected
Customer. CAIDI: Customer Average Interruption Duration Index. DEC: Equivalent Duration of
Interruption by Consumer Unit. NIEPI: Installed Capacity Equivalent Interrupt Number. CI: Customer
Interruptions Per 100 Connected Customers. SAIFI: System Average Interruptions Frequency Index.
FEC: Equivalent Frequency of Interruption by Consumer Unit.

(M €)

52,406

53,423

52,760

45,999

48,924

48,084

6,407

4,499

4,676

2011

2012

2013

40,000

20,000

0

Under construction
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4.3 Intellectual capital

Promotion
of R&D

Management
approach

2013 Principal
activities

 romotion of research, development and
P
innovation (R&D) activities, enabling
Iberdrola to improve the sustainability
and reliability of supply through new,
more efficient products and services.

S ignificant increase in R&D investment:
€159 million in 2013, a 10% increase over
2012.
Open, decentralised international R&D
management model that prioritises
collaboration with technology providers
and the promotion of employee
innovation.
Implementation of over 150 R&D projects
within the various Businesses
of the Group.

 evelopment of the 2012-2014 R&D
D
Plan.
Investment of €450 million in R&D over
the 2012-2014 period.
Consolidation of an open, decentralised
international management model.
Continue to promote R&D projects.

 ew projects and services in the areas of
N
energy efficiency, electric vehicles, smart
grids and distributed generation.
Creation of an R&D technology centre
in Qatar relating to the development of
smart grids.

 ositioning as innovation leaders on
P
prestigious external indices and ratings.
Foster the creation of new business
opportunities for Iberdrola.

Outlook

Innovation Report

Efficiency
and new
products
and services

Disruptive
technologies
and business
models
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 ontinuous optimisation in the
C
management of the lifecycle of facilities
and equipment, reducing operating
and maintenance costs, and decreasing
environmental impact.
New products and services that meet
customer needs in an increasingly global
and competitive market.

T hrough Iberdrola Ventures - Perseo,
the Company's corporate venture capital
programme, investments are made
in disruptive technologies and new
businesses to ensure the sustainability
of the energy model.

volcar inglés

Areas of activity of Iberdrola Ventures Perseo:
Distributed energy resources
(DER): customer-side technologies
including energy efficiency and active
demand response, distributed generation
and storage, green mobility, etc.
Renewable energy: solar (PV and
thermal), wind (offshore), marine (wave
and tidal), etc.
New technologies for the operation and
maintenance of energy infrastructures.
Other technologies aimed at improving
the sustainability of the energy sector.
With an investment of more than €40
million since 2008.

 nsure Iberdrola's access to the energy
E
technologies of the future.
Foster entrepreneurship and the
development of an innovative
entrepreneurial fabric within the energy
sector.
Within the framework of the Spanish
government’s Innvierte programme,
more than €25 million will be invested
in the coming years in new technology
projects for the energy sector.
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Emphasise the value of the Company's intangible assets

Main R&D research projects

Renewable energy

Smart grids

• The Star programme for the deployment of smart
grids in Spain, to be continued in Scotland and
the United States.
• The European Grid4EU and iGreenGrid projects
for the integration of renewable energy into
electricity networks.
• Creation of an R&D technology centre on smart
grids in Qatar.
• Other European projects such as Discern and
Advanced.

Clean generation

• The Coeben II project for the reduction of NOx
emissions.
• The GT-Controlflex, Rejas, Fueltube and Fotonum
projects, focusing on plant operational flexibility
and efficiency
• The Sigma and Vida projects relating to the
capture of CO2.

Electric vehicles

• Battery recharging systems and technologies.
• Business models and commercial solutions for
users.

Investment in R&D
(M €)

130

136

145

159
+117.8%

91
73

2008

2009

2010

2011

2012

2013

• The European Twenties project to demonstrate
the viability of large-scale integration of
wind energy into the network, with active
collaboration on network stability
• Various projects for the development of offshore
wind energy (Innpacto emerge, Etorgai flottek,
Cenit azimut, Eera Dtoc, Offshore Wind
Accelerator, etc.)
• The Openfoam wind resource project.
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4.4 Human capital
Management
approach

2013 Principal
activities

Outlook

 chieve the goals of competitiveness and
A
business efficiency in a climate of social
peace, fostering stable, high-quality
employment.
Harmonise human resources processes
and make inroads with implementing
the Iberdrola culture in all countries,
respecting specific local conditions.

I mplementation of the project for global
consolidation of the Human Resources
Model (OneHR project) in Spain and the
United States.
Management of an appropriate labour
relations framework that can be adapted
to suit business and social requirements.

S trengthen the commitment to social
responsibility, fostering ethical and
responsible behaviour.
Consolidate the Human Resources
function in the United Kingdom, Latin
America, and other countries, extending
and unifying best practices.

 rioritise the safety of individuals at the
P
Group's facilities and within its sphere of
influence.
Replicate the best practices identified
with respect to safety and prevention
throughout the Group.

 ttainment and/or maintenance of
A
the OHSAS 18001 certification, and
development of the associated plans for
improvement.
Creation of groups to promote safe
behaviour.
Determination of content and launch of
the Global Scorecard.
Identification and application of best
safety practices within the Group.
Exchange of lessons learnt in regard to
accidents/incidents.

 stablish proactive and reactive
E
indicators for comparison of the Group's
companies.
Drive a progressive reduction in accident
rates.
Improve health and safety conditions,
achieving an increasingly healthy
workplace.
Develop a global occupational riskprevention system.
Systems to identify and recognise the
best ideas in order to optimise health
and safety.

Talent
management

 rive staff qualifications, preparing
D
employees to work in a multicultural
environment and making continual
efforts to improve their employability.
Develop alternatives to compensate for
factors stemming from the ageing of the
workforce.
Define a framework to develop a global
quality management system.

S pecific professional development for
executives.
Promotion of job and international
mobility within multicultural teams.
Presence of over 500 interns in 2013.
Integration of management of training
and professional development at the
international level.
Harmonisation of selection processes.

S trengthen the talent and leadership
development management model at the
international level.
Drive the professional development of
middle managers and skilled technicians
under a harmonised framework, sharing
best practices between the different
countries.
Global certification of training quality.

Diversity,
equal
opportunity,
and
reconciliation

T ackle diversity in all Human Resources
activities of the Group, ensuring equal
opportunity and the labour integration of
disadvantaged groups.
Develop these principles, providing
measures to help reconcile personal,
family, and working life.
In the countries in which Iberdrola
operates, foster a position of leadership
in these areas similar to that enjoyed in
Spain.

 reation of various committees, such as
C
Iberdrola USA's Diversity and Equality
Committee.
Renewal and maintenance of the “FamilyResponsible Company Certificate”.
Cultural exchange (My Guest) and
international volunteer (Brazil 2.0)
programmes.

F oster improvements in the quality of
people’s lives through social welfare
activities in all of the countries in which
the Iberdrola Group has a presence.
Creation of the Iberdrola Volunteers
Around the World programme.
Strengthening of the sense of belonging
and actions aimed at improving the work
environment.

Global
human
resources
management

Goal of
“accident
reduction”
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Ensure the availability of a committed, qualified workforce
in a safe and stable environment
Growth and geographicAL diversification of the workforce
2006: 16,155 employees

2013: 30,650 employees

Spain
Latam

Spain
United Kingdom
United States
Latam
Other

22%

37%

1%

21%

78%

Key figures, PAGE 12

Distribution of training
by area in 2013
Technical training
Occupational health and prevention
Environment
Quality and improvement
Information technology
Languages
Management skills

5.95%

24%

17%

53.78%

Accident rate of Company
personnel
Accident rate

2011

2012

2013

Number of accidents

650

572

486

Number of lost days

6,358

4,130

4,223

Injury rate (IR)

0.46

0.34

0.46

Occupational disease
rate (ODR)

0.03

0.02

0.02

Lost day rate (LDR)

21.07

13.1

15.85

5.00%
5.35%
5.78%
2.47%

21.67%

More than one million hours of training annually.
Over 75% devoted to technical and occupational
risk-prevention training.

Progressive reduction in the number of accidents.

Commitment to people

Best company to work for in Spain and Brazil
Spain

brazil

Urban sports
camp for children
of employees
(2013).
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4.5 Natural capital

Environmental
management
and
biodiversity

Pollution
prevention

Operating
excellence
and energy
efficiency

Waste
management
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Management
approach

2013 Principal
activities

 ctively promote environmental and
A
biodiversity management due to the
repercussions thereof on the availability
of natural resources and its ties to social
development.
Inform and raise awareness, both
internally and externally, of the
compatibility of the Company’s activities
with the protection, conservation,
and sustainable use of the natural
environment.

I mplementation of the Environmental
Management Scorecard at the Group
level.
Development and implementation of
biodiversity guidelines for new projects.
Fostering and promotion of social values
relating to the environment and natural
resources.

 evelopment of a methodology for
D
economic evaluation of ecosystem
services and the impact on biodiversity.
Bolstering of environmental risk
management.
Broader implementation of the ISO
14001 standard.

 revent pollution and the emission of
P
greenhouse gases through practices that
reduce or eliminate the production of
pollutants at source.
Reduce emissions per GWh produced
via the installation of desulphurisation
units, the introduction of improvements
to the combustion process, and the
decommisisoning of less environmentally
efficient units.

15% reduction in intensity of CO2
emissions per kWh produced.
Increase in emission-free installed
capacity.
Performance of studies on the “carbon
footprints” of suppliers and of employee
travel, and inclusion thereof in the
company's own footprint.

 chieve a 30% reduction in emissions
A
intensity by the year 2020 in comparison
to 2007, a figure 20% better than the
scenario suggested by the IEA.
Increase the scope of independent
verification of emissions.
Develop innovation projects geared
towards reducing pollution.

 erforming activities that foster
P
environmental conservation will enable
Iberdrola to improve its competitiveness,
with greater efficiency in the production
and use of energy.
Efficient management of scarce resources
such as water is a priority for the
Company.

 ctivities aimed at continual improvement
A
to increase energy efficiency and promote
the use of environmentally friendly
resources.
Development of an ecodesign
methodology for substations.
Public water management strategy via the
CEO Water Mandate and CDP Water.

 evelopment and promotion of ecodesign
D
initiatives.
Life-cycle and green purchasing analysis.

 on-hazardous waste is managed via
N
environmental management systems,
which set targets for waste reduction and
the use of recycled material.
The production and disposal of hazardous
waste is carried out in accordance with
applicable law in each country.

 euse of ash and slag from coal-fired
R
thermal power stations, based on the
demand for such material.
Exchange of recyclable waste for electricity
bill discounts.
Carry out waste minimisation plans,
recycling plans, and awareness campaigns
aimed at employees.

 ake progress in the optimisation of
M
waste management.
Draw up economic and financial analyses
of the best waste management strategies.

Outlook
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The environmental dimension is a key factor in the concept of sustainability

CO2 emissions at European companies in the sector
(Mt CO2)
0
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159

E.ON

0

55

EDF

54

DEI

47

CEZ

27

Scottish & Southern

24

Drax

24

Iberdrola + ScottishPower
EDP
EnBW
Unión Fenosa

4

Edipower

4

Fortum

5

Verbrund

90%

energy savings of green products
and services
(GJ)
500,000

381,470

400,000

18

200,000

277,940
122,054

100,000
0

2011

2012*

2013**

* Includes data from Spain and Brazil.
** Includes data from Spain, United States of America, and Brazil.

Volume of recovered, reused or
recycled waste
(t)
500,000

419,449
400,000

0

300,000

Average CO2 emissions in 2012
36.55 Mt CO2 Source: “Changement climatique et Électricité - Facteur carbone
européen. Comparaison des émissions de CO2 des principaux
électriciens européens” - PwC France.
2010 2012 2013

54%

* Nuclear fuel acquired from the Spanish company Enusa is considered a local source.

1

Statkraft

84%

Spain*

300,000

3

100

65%

United Kingdom

15

Dong

80

99%

USA

19

22

60

78%

Mexico

79

Suez Europe

40

Brazil

85

Enel

20

Iberdrola average

86

Vattenfall

PVO

120

Production of Iberdrola plants using
local energy sources in the countries in
which it operates

202,410
134,376 139,020 128,281

200,000
100,000

Environmental
initiatives

0

0

6,585

8,608

11,583

7,768

2009

2010

2011

2012

2013

Non-hazardous

Scan the code with a QR reader to call up further
information.

Hazardous

Key figures, page 12
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4.6 Social and relationship capital
Iberdrola wants to create confidence in its environment, maintaining responsible relations with
groups that affect or are affected by the activities carried out by the Company (stakeholders).

Stakeholder
relations

Programmes
to support
the
community
and access
to electricity

Fundación
Iberdrola
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Iberdrola's strategic approach sets
great store by its relations with
stakeholders, giving importance to the
dual facets of this relationship:
In terms of social responsibility,
meeting stakeholder expectations
and needs.
In terms of reputation, managing
stakeholders' perception of the
Company.

S trengthen relationships of trust with the
community, through the support of local
and regional governments and leading
social-welfare organisations.
Achieve increased brand recognition and
improve the Company's positioning.
Facilitate access to energy, both for
groups with particular financial
difficulties and for communities that are
isolated or with limited access.

 ut into practice the commitment to
P
helping improve the quality of people’s
lives in the countries in which the Group
operates.
Harmonise Iberdrola's social-welfare
activities in Spain, the United Kingdom,
the United States, and Latin America,
through appropriate mechanisms of
coordination between the companies of
the Group.

2013 Principal activities and outlook

 onsolidation of channels of communication with stakeholders to identify the
C
most important issues and provide a well balanced, reasonable response thereto.
Implementation of the AA1000 Assurance Standard, in accordance with the
principles of inclusiveness, materiality, and responsiveness established in such
standard, through a multi-annual programme deployed in the Businesses as well
as in the corporate areas of the Group The AA1000 standard will continue to be
applied and refined through the Company in the coming years.

Activities in 2013

Management
approach

 ontribution of over €31 million to the community, measured according to the
C
London Benchmarking Group (LBG) international standard, in the countries in
which Iberdrola operates.
International corporate volunteering programme, with participation by over
1,200 employees in Spain, the United Kingdom, the United States, and Brazil.
Entrepreneurial support: over €36 million of purchases from companies in
operation for less than 4 years, and €70 million in venture capital for new
initiatives with high technological value.
Programmes and pricing to aid vulnerable groups in Spain, the United Kingdom,
the United States, and Brazil.
Rural electrification programmes in Brazil, to which over €60 million has been
allocated on a consolidated basis.
Launch of the “Electricity for Everyone” Unit, which aims to universalise basic
energy services.

I n 2013, 46 social organisations benefited from the Social Assistance programme,
and there was continued development of the Scholarship and Research Aid
Programme in Energy and Environmental Research.
The Foundation’s 2010-2014 Master Plan is still underway, with activities focusing on
four areas:
Training and research.
Sustainability and biodiversity.
Art and culture.
Cooperation and solidarity
Important examples in these areas of activity are the church restoration projects in
Spain and Portugal, which are part of the Atlantic Romanesque Programme, as well
as sponsorship of the Scottish Green Awards for initiatives to fight climate change,
and various activities in the area of biodiversity.
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Maturity

High

Strengthen ties with the institutions and companies in which Iberdrola has a presence,
and improve stakeholder confidence and relations therewith

4

3

Materiality analysis
Evaluation of materiality enables the issues that are most
important to stakeholders to be prioritised according
to their degree of significance and their maturity. These
issues are represented in the upper right quadrant of the
chart, and comprise the following:

Generalised

Necessary

Emerging

Urgent

Electricity generation.
Renewable energy development.
Price risk management.
Climate change strategy.
Business opportunities.
Government relations/public policy/lobbying.
Customer relations management.
Impacts on and benefits for local communities.
Transmission and distribution.

Low

In the Sustainability Report 2013 Iberdrola explains the
management approaches taken by the Company in regard
to these significant issues and any results achieved during
the financial year.
1

2

Low

Significance

High

2013 Community support programmes
Contribution by region (%)

Materiality analysis allows the most
important matters to be prioritised
for stakeholders

Spain
United Kingdom
United States
Mexico and Brazil

39%

32%

5%

Economic value distributed
Item

(€ M)

2012

2013

Purchases from suppliers

4,830

4,359

Payments to providers of capital

2,643

2,552

Payments to government

1,390

2,417

Employee remuneration

2,391

2,384

Sustainability Report

24%

Contribution by programme (%)
Socioeconomic development
Art and culture
Education and training
Cooperation and community
service
Energy sustainability
Other

19%

29%

8%
6%

23%

15%
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Management approaches,
activities and outlook
Soundness
and strength
of brand

 anage the brand in such a way that it
M
transmits the corporate Vision and Values and
reflects the environmental commitment of the
Company's strategy.
Consolidation of an international brand,
strengthening communication and alignment
under a single brand positioning strategy in
the countries in which the Company operates.

BRAND VALUE*
(€ M)

794

Informational
transparency
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S takeholders make up a significant element in the
management of Iberdrola’s reputation.
The Group's reputational management model
assesses the degree of alignment between the
Company's actions and the perceptions of its
stakeholders.
Periodic evaluation of the Group's reputation,
a process initiated in 2005, using the RepTrak
international standard.
Development of the Reputation programme,
incorporating reputation as a cultural factor of
Iberdrola.
Specific actions to improve stakeholder
confidence.
Progress made in reputational risk management,
stemming from implementation of the
Company's Reputational Risk Framework Policy.
Monitoring of the map of risks that have a
bearing on reputation.
Reputational analysis of perception in social
media.
Monitoring and management of external indices.

 eet the information needs of a more critical
M
and demanding society in a globalised world with
rapidly changing information technology.
Enhancement of the online press room, increasing
the audiovisual content of the multimedia
channel.
Active presence in the main social media.

996
+112%

670
484

470

Reputation
management

872

2003

2005

2007

2009

* Source: Interbrand.

Iberdrola on social media

2011

2013
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Iberdrola Tower
(Bilbao, Spain).
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5
A Framework
of Trust
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5.1 Corporate governance model
Foundations of Iberdrola’s
corporate governance model
A. Corporate Governance System
Iberdrola has adopted a Corporate Governance System
made up of By-Laws, corporate policies, internal corporate

governance rules, and other internal codes and procedures, all
available at www.iberdrola.com.

Position

Director

Status

Date of last
appointment

Date term ends

Chairman and CEO

Mr José Ignacio Sánchez Galán (Salamanca, Spain, 1950)

Executive

26-03-2010

26-03-2015

Director

Mr Julio de Miguel Aynat (Valencia, Spain, 1944)

Independent

26-03-2010

26-03-2015

Director

Mr Sebastián Battaner Arias (Salamanca, Spain, 1941)

Independent

26-03-2010

26-03-2015

Director

Mr Xabier de Irala Estévez (New York, USA, 1946)

Proprietary

22-06-2012

22-06-2016

Director

Mr Íñigo Víctor de Oriol Ibarra (Madrid, Spain, 1962)

Independent

22-06-2012

22-06-2016

Director

Ms Inés Macho Stadler (Bilbao, Spain, 1959)

Independent

22-06-2012

22-06-2016

Director

Mr Braulio Medel Cámara (Marchena, Sevilla, Spain, 1947)

Independent

22-06-2012

22-06-2016

Director

Ms Samantha Barber (Dunfermline, Fife, Scotland, UK, 1969)

Independent

22-06-2012

22-06-2016

Director

Ms María Helena Antolín Raybaud (Toulon, France, 1966)

Independent

26-03-2010

26-03-2015

Director

Mr Santiago Martínez Lage (Betanzos, A Coruña, Spain, 1946)

Independent

26-03-2010

26-03-2015

Chief operating
officer

Mr José Luis San Pedro Guerenabarrena
(Bilbao, Spain, 1946)

Executive

22-06-2012

22-06-2016

Director

Mr Ángel Jesús Acebes Paniagua (Ávila, Spain, 1958)

Independent

22-06-2012

22-03-2017

Director

Ms Georgina Yamilet Kessel Martínez (Mexico FD, Mexico, 1950)

Independent

28-03-2014

28-03-2018

B. Decentralised corporate and governance
structure
Appropriate differentiation between day-to-day administration and
effective management functions on the one hand, and supervision
and strategic coordination functions on the other, as follows:

The Board of Directors, which has three consultative committees
made up exclusively of independent directors, is responsible for
formulating the policies and strategy of the Group and the basic
management guidelines, and for general supervision and decisionmaking on matters of strategic significance.
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The chairman and CEO, the chief operating officer, and

In those countries in which the Company’s Board of Directors

the rest of the management team are responsible for the
organisation and strategic coordination of the Group, through
the dissemination, implementation, and monitoring of the
aforementioned overall strategy and basic guidelines.

so decides, organisation and strategic coordination will also
be implemented through country subholding companies,
which group together equity stakes in the business subholding
companies carrying out their activities in the respective
country and centralise the provision of common services to
such companies. They have boards of directors that include
independent directors and their own audit committees,
internal audit areas, and compliance units or divisions.
Business subholding companies are in charge of the dayto-day administration and effective management of each
business. They also have boards of directors, which may include
independent directors and specific management teams.

77% of Iberdrola’s Board
members are independent

Profile of Board members

This structure operates jointly with the Group’s Business Model,
which allows for an overall integration of the businesses (Networks,
Liberalised, and Renewables) and focuses on maximising the
operational efficiency of the various business units through the
exchange of best practices among the companies involved.

Scan the code with a QR reader to call up further
information.

Iberdrola’s Corporate and Governance Structure

Appointments and Remuneration
Executive
Committee

Business subholding companies

Board of
Directors
Iberdrola
Generación
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Board of
Directors
Iberdrola
Distribución

Audit and Risk

Board of
Directors

Chairman &
CEO
+
Chief operating officer
+
Management team

Consultative
committees

Corporate Social Responsibility

Country subholding companies

Board of
Directors
Iberdrola
Renovables

Board of
Directors
Ingeniería y
Construcción

Board of
Directors
Iberdrola USA

Board of
Directors
Iberdrola México

Board of
Directors
ScottishPower

Board of
Directors
Iberdrola Brasil
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C. Equity structure
Iberdrola has more than 650,000 shareholders throughout
the world, and none of them has the power of control.

voting rights*
0.13%

Iberdrola’s response
to the corporate
governance challenge

Board of Directors

Qatar Holding

ACS**

Kutxabank
BlackRock

A. Continuous improvement of its corporate
governance rules and practices

9.524%

5.65%

Share capital:
4,780,100,250 euros

4.01%

S hares and number
of voting rights:
6,373,467,000

3.04%

Nominal value:
0.75 euro/share

As a Spanish listed company, its primary guide is the Unified Good
Governance Code; however, given the international and diversified
shareholding profile of Iberdrola, the Group takes the standards
generally recognised in international markets as a reference in
this field.

Remuneration
policy

Transparency.
Clause for revision of deferred variable remuneration
(malus clause).

*Data at 24 April 2014.
**ACS: 3.08% of share capital in shares.
2.57% of share capital in derivatives with attached voting rights.

Foreign institutional
shareholders account for
47% of the share capital

Executive directors’ variable remuneration linked to
objectives.

77% are independent directors, all having less than
12 years in office.
Chief operating officer (COO) and lead
independent director (LID), which ensures a
balance of power.
Operation
of the Board

Independent chairpersons in all consultative
committees.
Gender diversity: 4 women on the Board (31%).
National diversity.
Rationale for proposed appointments.

Corporate Governance
Awards

External evaluation of governance bodies.
Compliance Unit responsible for, among other duties,
those relating to interpretation of the Code of Ethics.

World Finance Corporate Governance

Awards 2014 and 2012.

G
 olden Peacock Award for
excellence in Corporate
Governance 2013.

Risk
management

New compliance model implemented throughout
the Group.
Ethics mailboxes.

Ethics and Social Responsibility, PAGE 71
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B. Commitment to shareholders and investors
Shareholder remuneration tied to a solid industrial model.
The strength of the Group’s industrial and financial model has
made it possible to achieve profits and maintain shareholder
remuneration despite the decline in the economic environment.

C. Alignment between corporate governance
and strategy
Director remuneration aligned with strategic objectives.
The remuneration model for directors is based on three primary
components:
Remuneration model for the Board

 irect and continuous contact. Shareholders are the
D
key players within the Corporate Governance System and are
provided with tools beyond those required by applicable law. The
shareholder communication model is structured through various
interactive channels that are available 365 days a year:

Office of the
Shareholder

Corporate
governance
road shows

Shareholders’
Club

Type of
remuneration

External directors

Executive directors

Fixed

In accordance with
their duties.

On market terms.

Short-term variable Not applicable.

Tied to annual objectives.

Long-term variable Not applicable.

Tied to multiannual objectives
and paid in shares (accrual after 3
years and deferred payment over
3 years following accrual).

Variable remuneration is tied to pre-established financial,
industrial, and social responsibility parameters, including
shareholder return.
The Director remuneration Report 2013 only received 1.37% votes
against.
Parameters to which the annual variable remuneration of executive
directors is linked in 2014

engagement

On-Line
Shareholders
(OLS)

Investor
Relations
Office

Presence
on social
media

 articipation encouraged. Iberdrola has encouraged shareholders’
P
participation at the General Shareholders’ Meeting through the
payment of an attendance fee. Since its implementation in 2007,
attendance at the General Shareholders’ Meeting has exceeded 75%,
and has exceeded 81% during the last two years.
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Financial

Results.
Shareholder return.

Industrial

Quality and level of service.
Availability of generation plants.
Accident rate.
Labour climate.

Social responsibility

Presence on sustainability indices.
Increasing emissions-free installed capacity.
Publication of an integrated Report.
Level of consensus received for the proposals of the
Board at the General Shareholders’ Meeting.

Annual Director Remuneration Report 2013

The quorum at the 2014 General
Shareholders’ Meeting was 82.24%
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5.2 Risks

Main risks facing the
Iberdrola Group
The Iberdrola Group is exposed to various risks inherent in
the different countries, industries, and markets in which
it operates and in the activities it carries out, which may
prevent it from achieving its objectives and from successfully
implementing its strategies. All of them have been described
in detail in the corresponding sections of this report.
The following significant risks can be pointed out:
Regulatory risk in the countries in which we are present.
 olatility in the prices of electricity and fuel (gas, coal, CO2, etc.)
V
Volatility in exchange rates and interest rates.
Effects of climatological variables on production (rainfall
and wind speeds) and on demand (temperatures).
Operational risks due to downtime of facilities and
significant incidents affecting the grid.

Commitment of the Board and of Senior
Management
Iberdrola’s Board of Directors and Senior Management is
strongly committed to the management of the Group’s risks.

Accepted levels of risk tolerance are reviewed and approved
ex ante 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.
There is then a periodic monitoring of significant risks and
threats and of compliance with the approved risk policies
and limits.
At the operational level, this commitment is implemented
by means of a comprehensive risk control and management
system, supported by a Risk Committee and an independent
specialised risk organisation deployed within the main
businesses of the Group.

Valdeporres wind farm
(Burgos, Spain).

Consolidated Annual Accounts

Corporate policies.
Scan the code with a QR reader to call up
further information.
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Los requisitos fundamentales para una buena gestión de riesgos son la anticipación
y el control, con independencia y el compromiso con los objetivos de los negocios

Comprehensive risk control
and management system
Board of Directors

Audit and Risk Supervision Committee

Duties of the Risk Division
ERM approach – integrated vision

Risk policies

Group’s Operating
Committee

Ensure that the Group’s significant risks are
adequately identified, measured, managed,
and controlled and that they are periodically
reported.

Corporate
Governance,
Market, Credit,
Business, Regulatory,
Operational, and
Reputational Risks

Basic instruments:
Risk policies and limits
Report on key risks.

Audit Committees
and Boards
of the Subsidiaries

Centralised approach – active management
Credit risk
A
 pproval of counterparties and limits and/or
establishment of admission criteria in order to
minimise credit losses within the Group.
Market risk
A
 pproval of detailed limits in order to delimit
the effects of volatility in the markets in which
the Group operates.
Operational risk management through Insurance.

Group’s Risk
Committee

Corporate
Risk Division

Risks facing Iberdrola’s businesses, PAGE 34
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Risk Divisions
of the Business
Units

The Iberdrola Group
is exposed to various
risks inherent in the
different countries,
industries and markets
in which it operates
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5.3 Ethics and Social Responsibility

Compliance Unit
Iberdrola has a Compliance Unit, as a collective, internal, and
permanent body linked to the CSR Committee of the Board of
Directors. There are also compliance divisions at the country
subholding and/or business subholding companies.
Its purpose is to promote a culture of ethical behaviour and zero
tolerance for the commission of unlawful acts or fraud.
It has established a compliance system made up of a set of
measures, actions, and procedures structured through three
action blocks, designed to prevent, detect, and correct conduct
that is improper, unethical, or in breach of applicable law.

Powers of
the Unit
The Compliance Unit has powers related to the Code of Ethics, the
Crime Prevention and Anti-Fraud Policy, the Internal Regulations
for Conduct in the Securities Markets, the Code for the Separation
of Activities, and all other powers that may be entrusted thereto
by the Corporate Social Responsibility Committee or the Board
of Directors of the Company or that are established in Iberdrola’s
Corporate Governance System.

The Iberdrola Group’s ethics and
compliance system
PREVENT

Main actions in the area
of ethics and compliance
During financial year 2013, the Company worked actively
to disseminate and communicate the principles, values,
and action guidelines established in the Code of Ethics
and the Crime Prevention and Anti-Fraud Policy. Especially
noteworthy is the launch of an online training course
regarding these issues, available to all employees. These
actions are directly oriented towards the achievement of
the aforementioned purpose of the unit.
Additionally, the Compliance Unit approved an AntiCorruption and Illegal or Fraudulent Conduct Prevention
and Correction Protocol, a Corporate Transactions Protocol,
and a Suppliers’ Code of Ethics, which reflect, each within
its own scope of application, the Group’s firm commitment
to prevent and not allow any practices that are corrupt,
fraudulent, unlawful, or contrary to the Company’s policies
and principles.

 eriodic evaluation
P
of risks.
Development of
policies, procedures,
and protocols.
Training,
dissemination, and
communication
measures.

DETECT
 eriodic reports.
P
Systems and
channels for making
complaints.
Identification
and evaluation
of Compliance
controls.

Commitment of the
governance bodies
Traceable and
documented system

REACT
Investigation of
complaints.
Corrective
measures.
Disciplinary rules.

Integrated within the
organisation
Auditable and subject to
continuous improvement

Separation of activities and other compliance areas
P
 reparation of the Annual Report on Compliance with the Code for the
Separation of Activities of the Companies of the Iberdrola Group Carrying Out
Regulated Activities in Spain.
E valuation of the risks facing the organisation in the area of ethics and
compliance.
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Iberdrola regards the commitment to good corporate governance, business ethics,
and transparency as “business values”

Organisation of
Social Responsibility
within the Group
The Iberdrola Group has an organisational structure designed to
promote and manage responsible actions with its stakeholders.

Corporate Resources
Division

CSR Plan 2013-2014
Iberdrola has prepared a Social Responsibility Plan for the 20132014 period, with the aim of: contributing to implement a culture
of global responsibility within the Group; generating confidence
through the continuous promotion of responsible behaviour; and
contributing to the creation of value jointly with its stakeholders.
This plan revolves around eight focal points for action,
comprising the corresponding lines of action together with their
management indicators, which allows for quantitative monitoring
of their rate of progress.
Such rate of progress is periodically submitted to and analysed
by the Corporate CSR Committee and the CSR Committee of the
Board of Directors.
External awards

Corporate
Divisions

Fundación
Iberdrola

Spain

Businesses
of the Group

Networks of
relationships within
the Communications
Division, to manage
CSR and reputation
within the Iberdrola
Group

United
Kingdom

United
States

 etworks
N
Wholesale
and Retail
Renewables
Other
businesses

Mexico

Brazil

The CSR and Reputation Committees of the businesses and
the respective Corporate Committee coordinate the balanced
development of these matters within the Iberdrola Group. The
CSR Committee of the Board of Directors performs the duties of
supervision within its purview.
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Selected each year
for the DJSI.

First Spanish utility.

Included on
the Social Media
Sustainability Index.

Iberdrola selected.
Leadership in new
energy.
First utility with
nuclear assets to
be selected for the
Index.

Carbon Disclosure
Leadership Index
(CDLI) - 99 points.

Iberdrola one of
the promoters.

Honourable
Mention in
Environment and
Sustainability.

Leader among
Spanish utilities:
electricity, gas,
and water.

Classified as “Prime”.
Only Spanish
company selected.

Sustainability
Yearbook 2013:
“Gold Class” in the
electricity sector.

Best Spanish company
and second-best
European company.

6
About
the Report

This report, which
Iberdrola directs to
both its shareholders
and investors and all
of its stakeholders,
has been prepared
under the emerging
“integrated report”
concept and is a step
forward in enhancing
transparency
of the Group’s
public information.

6.1 About the Report

Integrated Report
T his report has been prepared in
accordance with the reporting framework
published by the International Integrated
Reporting Council (IIRC), following its
recommendations, which are based
on the following principles: strategic
focus, future orientation, connectivity,
responsiveness, materiality, conciseness,
reliability, completeness, consistency, and
comparability.
 multidisciplinary team made up from
A
the corporate businesses and areas of the
Group was created in order to provide
a complete view of the Company, the
environment in which it operates, the
business model it uses, the challenges
and risks facing it, the aspirations driving
its efforts, and its social, environmental,
financial, and governance performance.
The participating organisations guarantee
the completeness of the information
included.
 T his report was analysed by the
Company’s Operating Committee and
approved by the Board of Directors of
Iberdrola at its meeting on 29 April
2014. Among the key issues identified
by the IIRC, the scope of the Company’s
objectives and their effects on capitals
are not addressed in this report, and a
position on such issues will be adopted
in future reports.

Information
boundaries
T he information submitted covers
Iberdrola, S.A. and its subsidiaries
and affiliates, with specific reporting
boundaries in the various dimensions
reviewed, defined in accordance with the
respective significance and integration.
In the Group’s Annual Accounts and
Sustainability Report, the corresponding
information boundaries are defined.
T he Iberdrola Group performance over
the last years has been linked to the
external corporate transactions and
internal management activities carried
out, which the reader should take into
account in order to properly interpret
such performance. These transactions
and activities are described in the Group’s
public information, the following being
particularly noteworthy:
The acquisition and integration of
companies in the United Kingdom
(2007), the United States of America
(2008), and Brazil (2011).
T he sale of companies in Guatemala
and the United States (2010) and the
nationalisation in Bolivia (2011).
 eginning on 1 January 2011, the
B
focus on a Group management model
based on global businesses, with
the corresponding effects on annual
information, by business.

A multidisciplinary team made up
from the corporate businesses and
areas of the Group was created to
prepare this report
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Material aspects
identified
Iberdrola has channels of communication
and dialogue with its stakeholders,
developed in accordance with the principles
of the AA1000 Assurance Standard, and
both the operation of such channels and
the response given by the Company are
described in detail in the Sustainability
Report.
In addition, it performs materiality analyses
that help identify matters of significance
to the Company’s stakeholders, bringing
to light particularly sensitive financial,
environmental, or social issues related to
the business in the various communities
and geographic areas in which the Group
operates.
The contents of this report have been
selected by taking into account the existing
channels for dialogue as well as the
materiality analyses and the framework
defined by the IIRC for this kind of
information.

Social and relationship
capital, Page 60

External assurance
T his report has not been submitted to a
process of independent external assurance,
although a significant portion of the
information contained herein relating to
financial year 2013 and to previous years
comes from annual financial reports and
sustainability reports, all of which have been
the subject of an external audit or assurance
for which the respective certificates are
available. The remaining information
comes mainly from other reports or public
presentations made by the Company.
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Legal disclaimer with respect to
forward-looking statements,
errors, and omissions

Iberdrola Tower
(Bilbao, Spain).

T his document contains forward-looking information and statements
about Iberdrola, S.A. Such statements include projections and
estimates and their underlying assumptions, statements regarding
plans, objectives, and expectations with respect to future transactions,
investments, synergies, products, and services, and statements
regarding future performance. Forward-looking statements are not
historical facts and are generally identified by the words “expects”,
“anticipates”, “believes”, “intends”, “estimates”, and similar expressions.
I n this regard, although Iberdrola, S.A. believes that the expectations
reflected in such statements are reasonable, investors and holders of
Iberdrola, S.A. shares are cautioned that forward-looking information
and statements are subject to risks and uncertainties, many of which
are difficult to predict and generally beyond the control of Iberdrola,
S.A., which risks 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 identified in the documents sent
by Iberdrola, S.A. to the National Securities Market Commission
(Comisión Nacional del Mercado de Valores) and which are accessible
to the public.
 orward-looking statements are not guarantees of future performance
F
and 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
forward-looking statements included in this report are expressly
qualified by the cautionary statement above. All forward-looking
statements included in this document are based on information
available as of the date hereof. Except as required by applicable law,
Iberdrola, S.A. does not undertake any obligation to publicly update
its forward-looking statements or to revise any forward-looking
information, even though new data are published or new events
occur.
L ikewise, given the diversity of geographic areas in which Iberdrola
carries out its activities and the variety thereof, this report might
contain totally inadvertent errors or omissions, which, if existing, will
be corrected in future reports.
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