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KPMG Auditores, S.L. 
Torre Iberdrola 
Plaza Euskadi, 5 
Planta 17 
48009 Bilbao 

Limited Review Report on the Condensed Consolidated 

Interim Financial Statements 

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

To the Shareholders of 
Iberdrola, S.A. at the request of the Company’s Directors  

Introduction ______________________________________________________________  

We have carried out a limited review of  the accompanying condensed consolidated interim financial 
statements (the “interim financial statements”) of Iberdrola, S.A. (the “Company”) and subsidiaries  
(together the “Group”), which comprise the statement of financial position at 30 June 2020, the 
income statement, statement of comprehensive income, statement of changes in equity, statement 
of cash flows and the notes to the interim financial statements for the six-month period then ended 
(all condensed and consolidated). The Directors of the Company are responsible for the preparation 
of these interim financial statements in accordance with International Accounting Standard (IAS) 34 
Interim Financial Reporting as adopted by the European Union, for the preparation of interim financial 
information, pursuant to article 12 of Royal Decree 1362/2007. Our responsibility is to express a 
conclusion on these interim financial statements based on our limited review.  

Scope of Review__________________________________________________________ 

We conducted our limited review in accordance  with the International Standard on Review 
Engagements 2410, “Review of Interim Financial Information Performed by the Independent Auditor 
of the Entity”. A limited review of interim financial statements consists of making inquiries, primarily 
of persons responsible for financial and accounting matters, and applying analytical and other review 
procedures. A limited review is substantially less in scope than an audit conducted in accordance 
with prevailing legislation regulating the audit of accounts in Spain and, consequently, does not 
enable us  to obtain assurance that we would become aware of all significant matters that might be  
identified in an audit. Accordingly, we do not express  an audit opinion on the accompanying interim 
financial statements.  

Conclusion________________________________________________________________ 

Based on our limited review, which can under no circumstances be considered an audit, nothing has 
come to our attention that causes us to believe that the accompanying interim financial statements 
for the six-month period ended 30 June 2020 have not been prepared, in all material respects, in 
accordance with International Accounting Standard (IAS) 34 “Interim Financial Reporting”, as 
adopted by the European Union, for the preparation of condensed interim financial statements, 
pursuant to article 12 of Royal Decree 1362/2007.  

KPMG Auditores, S.L., a limited liability Spanish company and a member firm of the KPMG 
network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. 

Reg. Mer Madrid, T. 11.961, F. 90, Sec. 8, H. M ‐188.007, Inscrip. 9 
N.I.F. B‐78510153 Paseo de la Castellana, 259C – Torre de Cristal – 28046 Madrid 
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(Translation from the original in Spanish. In the event of discrepancy, the Spanish-language version prevails.) 

Emphasis of Matter_______________________________________________________ 

We draw your attention to the accompanying note 2, which states that these interim financial 
statements do not include all the information that would be required in a complete set of  
consolidated financial statements prepared in accordance with International Financial Reporting  
Standards as adopted by the European Union. The accompanying interim financial statements 
should therefore be read in conjunction with the Group’s consolidated annual accounts for the year 
ended 31 December 2019. This matter does not modify our conclusion. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

The accompanying consolidated interim directors’ report for the six-month period ended 30 June  
2020 contains such explanations as the Directors of the Company consider relevant with respect to 
the significant events that have taken place in this period and their effect on the interim financial 
statements, as well as the disclosures required by article 15 of Royal Decree 1362/2007. The 
consolidated interim directors’ report is not an integral part of the interim financial statements. We 
have verified that the accounting information contained therein is consistent with that disclosed in 
the interim financial statements for the six-month period ended 30 June 2020. Our work is limited to 
the verification of the consolidated interim directors’ report within the scope described in this 
paragraph and does not include a review of information other than that obtained from the accounting 
records of Iberdrola, S.A.  and subsidiaries.  

Paragraph on Other Matters_____________________________________________ 

This report has been prepared at the request of management in relation to the publication of the six-
monthly financial report required by article 119 of the Revised Securities Market Law, enacted by 
Royal Decree 1362/2007 of 19 October 2007.  
 
KPMG Auditores, S.L. 
 
 
 
(Signed on original in Spanish)  
 
 
 
Enrique Asla  García 

23 July 2020  
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Translation of Annual accounts originally issued in Spanish and prepared in accordance with IFRS as adopted by the European Union (see Note 
23). In the event of a discrepancy, the Spanish-language version prevails. 

IBERDROLA,  S.A.  AND  SUBSIDIARIES  
Consolidated  statement  of  financial  position  at  30  June  2020  

Millions of Euros 

ASSETS Note 
30.06.2020 

(Not audited) 

31.12.2019 (*) 

(Audited) 

Intangible assets 19,133 20,368 

Goodwill 7,790 8,153 

Other intangible assets 11,343 12,215 

Investment property 338 342 

Property, plant and equipment 8 71,549 71,289 

Property, plant and equipment in use 63,940 63,448 

Property, plant and equipment under construction 7,609 7,841 

Right-of-use assets 1,745 1,782 

Non-current investments 5,491 5,819 

Equity-accounted investees 6, 7 1,256 1,957 

Non-current securities portfolio 9 64 86 

Other non-current investments 9 2,786 3,020 

Derivative financial instruments 9 1,385 756 

Trade and other non-current assets 2,705 2,851 

Current tax assets 17 666 666 

Deferred tax assets 5,792 5,694 

NON-CURRENT ASSETS 107,419 108,811 

Nuclear fuel 264 306 

Inventories 2,587 2,542 

Trade and other current receivables 7,921 7,499 

Current tax assets 785 318 

Public entities, other 786 507 

Trade and other receivables current 6,350 6,674 

Current investments 9 1,446 1,098 

Other current financial investments 565 693 

Derivative financial instruments 881 405 

Cash and cash equivalents 10 2,320 2,113 

CURRENT ASSETS 14,538 13,558 

TOTAL ASSETS 121,957 122,369 

(*) The Consolidated statement of financial position at 31 December 2019 is presented for comparative purposes only. 

The accompanying Notes are an integral part of the Condensed consolidated interim financial statements. 
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Translation of Annual accounts originally issued in Spanish and prepared in accordance with IFRS as adopted by the European Union (see Note 
23). In the event of a discrepancy, the Spanish-language version prevails. 

IBERDROLA,  S.A.  AND  SUBSIDIARIES  
Consolidated  statement  of  financial  position  at  30  June  2020  

Millions of Euros 

EQUITY AND LIABILITIES Note 
30.06.2020 

(Not audited) 

31.12.2019 (*) 

(Audited) 

Parent company 36,731 37,678 

Share capital 11 4,840 4,771 

Valuation adjustments 11 (583) (544) 

Other reserves 36,424 33,582 

Treasury shares 11 (2,453) (1,436) 

Translation differences (3,342) (2,101) 

Profit for the period 1,845 3,406 

Non-controlling interests 9,083 9,517 

NET EQUITY 45,814 47,195 

Capital grants 1,359 1,399 

Facilities transferred or financed by third parties 4,957 4,987 

Non-current provisions 6,232 5,990 

Provision for pensions and similar obligations 15 2,766 2,661 

Other provisions 3,466 3,329 

Non-current financial liabilities 35,138 33,639 
Loans and borrowings and obligations or other 
securities 

9, 14 30,846 30,126 

Equity instruments having the substance of a financial 
liability 

9 420 193 

Derivative financial instruments 9 985 471 

Leases 1,683 1,614 

Other non-current financial liabilities 1,204 1,235 

Other non-current liabilities 401 408 

Current tax liabilities 275 261 

Deferred tax liabilities 9,474 9,359 

TOTAL NON-CURRENT LIABILITIES 57,836 56,043 

Current provisions 699 660 

Provision for pensions and similar obligations 15 14 25 

Other provisions 685 635 

Current financial liabilities 14,959 16,534 
Loans and borrowings and obligations or other 
securities 

9, 14 7,772 8,800 

Equity instruments having the substance of a financial 
liability 

9 38 22 

Derivative financial instruments 9 705 478 

Leases 150 153 

Trade payables 4,958 5,098 

Other non-current financial liabilities 1,336 1,983 

Other current liabilities 2,649 1,937 

Current tax liabilities 721 243 

Public entities, other 1,491 1,020 

Other current liabilities 437 674 

TOTAL CURRENT LIABILITIES 18,307 19,131 

TOTAL EQUITY AND LIABILITIES 121,957 122,369 

(*) The Consolidated statement of financial position at 31 December 2019 is presented for comparative purposes only. 

The accompanying notes are an integral part of the Condensed consolidated interim financial statements. 
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Translation of Annual accounts originally issued in Spanish and prepared in accordance with IFRS as adopted by the European Union (see Note 
23). In the event of a discrepancy, the Spanish-language version prevails. 

IBERDROLA,  S.A.  AND  SUBSIDIARIES  
Consolidated  income  statement  for  the  six-month  period  ended  30  June  2020   

Millions of Euros 

Note 
30.06.2020 

(Not audited) 

30.06.2019 (*) 

(Not audited) 

Revenue 7 16 16,467 18,281 

Supplies (8,417) (10,051) 

GROSS MARGIN 8,050 8,230 

Personnel expenses (1,418) (1,413) 

Capitalised personnel expenses 347 329 

Net personnel expenses (1,071) (1,084) 

External services (1,364) (1,390) 

Other operating income 361 328 

Net external services (1,003) (1,062) 

Net operating expenses (2,074) (2,146) 

Taxes (1,058) (1,094) 

GROSS OPERATING PROFIT (EBITDA) 4,918 4,990 

Valuation adjustments, trade and contract assets 3, 7 (216) (151) 

Amortisation, depreciation and provisions 7 (2,027) (1,848) 

OPERATING PROFIT (EBIT) 2,675 2,991 

Result of equity-accounted investees - net of taxes (10) 17 

Finance income 677 425 

Finance costs (1,077) (1,036) 

Net financial income/expense (400) (611) 

Gains on disposal of non-current assets 6 505 7 

Gains/(losses) on non-current assets 505 7 

PROFIT BEFORE TAX 2,770 2,404 

Income tax 17 (780) (545) 

PROFIT FOR THE PERIOD FROM CONTINUING OPERATIONS 1,990 1,859 

PROFIT FOR THE PERIOD FROM DISCONTINUED OPERATIONS 
(NET OF TAX) 

1 (26) 

Non-controlling interests (146) (189) 

NET PROFIT FOR THE PERIOD ATTRIBUTABLE TO THE PARENT 
COMPANY 

1,845 1,644 

BASIC EARNINGS PER SHARE IN EUROS FOR CONTINUING 
OPERATIONS: 
BASIC EARNING PER SHARE IN EUROS 0.292 0.255 

DILUTED EARNINGS PER SHARE IN EUROS 2.285 0.250 

LOSS PER SHARE IN EUROS FOR DESCONTINUED OPERATIONS: 

BASIC LOSSES PER SHARE IN EUROS 0.000 0.004 

DILUTED LOSSES PER SHARE IN EUROS 0.000 0.004 

(*) The Consolidated income statement for the six-month period ended 30 June 2019 is presented for comparative purposes only. 

The accompanying notes are an integral part of the Condensed consolidated interim financial statements. 
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Translation of Annual accounts originally issued in Spanish and prepared in accordance with IFRS as adopted by the European Union (see Note 
23). In the event of a discrepancy, the Spanish-language version prevails. 

IBERDROLA,  S.A.  AND  SUBSIDIARIES  
Consolidated  statement  of  comprehensive  income  for  the  six-month  period  ended  30  June  2020   

30/06/2020 30/06/2019 (*) 
(Not audited) (Not audited) 

Millions of Euros Parent company 
Non-controlling 

interests 
Total Parent company 

Non-controlling 
interests 

Total 

PROFIT FOR THE PERIOD 1,845 146 1,991 1,644 189 1,833 
OTHER COMPREHENSIVE INCOME TO BE 
RECLASSIFIED TO CONSOLIDATED INCOME 
STATEMENT IN FUTURE PERIODS 
Valuation adjustments (Note 11) (39) 25 (14) (370) (2) (372) 

Change in value of cash flow hedge derivatives (71) 39 (32) (485) (3) (488) 

Changes in hedging costs (3) - (3) (2) - (2) 

Tax effect 35 (14) 21 117 1 118 

Translation differences (1,241) (603) (1,844) 270 70 340 

TOTAL (1,280) (578) (1,858) (100) 68 (32) 
OTHER COMPREHENSIVE INCOME OF COMPANIES 
ACCOUNTED FOR USING THE EQUITY METHOD (NET 
OF TAX) 
Other reserves (143) (39) (182) - - -

Actuarial variations due to pensions (Note 15) (232) (53) (285) - - -

Tax effect 89 14 103 - - -

TOTAL (143) (39) (182) - - -

TOTAL NET PROFIT OR LOSS RECOGNISED 
DIRECTLY IN EQUITY 

(1,423) (617) (2,040) (100) 68 (32) 

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 422 (471) (49) 1,544 257 1,801 

(*) The Consolidated statement of comprehensive income for the six-month period ended 30 June 2019 is presented for comparative purposes only. 

The accompanying notes are an integral part of the Condensed consolidated interim financial statements. 
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Translation of Annual accounts originally issued in Spanish and prepared in accordance with IFRS as adopted by the European Union (see Note 
23). In the event of a discrepancy, the Spanish-language version prevails. 

IBERDROLA,  S.A.  AND  SUBSIDIARIES  

Consolidated  statement  of  changes  in  equity  for  the  six-month  period  ended  30  June  2020  

Other reserves 

Millions of Euros 
Subscribed 

capital 
Treasury shares 

Legal 
reserve 

Share premium 
Other 

restricted 
reserves 

Retained 
earnings 

Valuation 
adjustments 

Translation 
differences 

Profit for the 
period 

Non-
controlling 

interests 
Total 

Balance at 
31.12.2019 

4,771 (1,436) 969 14,512 1,053 17,048 (544) (2,101) 3,406 9,517 47,195 

Comprehensive 
income for the - - - - - (143) (39) (1,241) 1,845 (471) (49) 
period 
Transactions with 
shareholders or 
owners 

Scrip issue (Note 11) 69 - - (69) - - - - - - -

Distribution of profit 
(Note 11) 

- - - - - 3,168 - - (3,406) (72) (310) 

Transactions with 
treasury shares 

- (1,017) - - - (15) - - - - (1,032) 

Transactions with 
non-controlling - - - - (73) - - - 169 96 
interests (Note 6) 
Other movements in 
equity 
Equity instruments-
based payments 

- - - - - (34) - - - 1 (33) 

Other movements - - - - - 8 - - - (61) (53) 

Balance at 
30.06.2020 

4,840 (2,453) 969 14,443 1,053 19,959 (583) (3,342) 1,845 9,083 45,814 
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(Not audited) Other reserves 

Millions of Euros 
Subscribe 

d capital 
Treasury 

shares 
Legal 

reserve 
Revaluation 

reserves 
Share 

premium 
Other restricted 

reserves 
Retained 
earnings 

Valuation 
adjustments 

Translation 
differences 

Profit for 
the period 

Non-
controlling 

interests 
Total 

Balance at 31.12.2018 (*) 4,798 (1,010) 969 28 14,668 843 16,224 (32) (2,919) 3,014 7,394 43,977 

Comprehensive income for the 
period 

- - - - - - - (370) 270 1,644 257 1,801 

Transactions with shareholders 
or owners 

Scrip issue 92 - - (28) (64) - - - - - - -

Capital reduction (210) 2,015 - - - 210 (2,015) - - - - -

Distribution of profit - - - - - - 2,883 - - (3,014) (95) (226) 

Transactions with treasury shares - (1,558) - - - - 4 - - - - (1,554) 

Transactions with non-controlling 
interests 

- - - - - - (66) - 39 - 124 97 

Other movements in equity 

Equity instruments-based payments - - - - - - (8) - - - - (8) 

Issue perpetual subordinated bonds - - - - - - (4) - - - 800 796 

Other movements - - - - - - (4) - - - (33) (37) 

Balance at 30.06.2019 (*) 4,680 (553) 969 - 14,604 1,053 17,014 (402) (2,610) 1,644 8,447 44,846 

(*) The Consolidated statement of changes in equity for the six-month period ended 30 June 2019 is presented for comparative purposes only. 

The accompanying notes are an integral part of the Condensed consolidated interim financial statements. 
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Translation of Annual accounts originally issued in Spanish and prepared in accordance with IFRS as adopted by the European Union (see Note 
23). In the event of a discrepancy, the Spanish-language version prevails. 

IBERDROLA,  S.A.  AND  SUBSIDIARIES  
Statement  of  cash  flows  for  the  six-month  period  ended  30  June  2020  

Millions of Euros Note 
30.06.2020 

(Not audited) 
30.06.2019 (*) 
(Not audited) 

Profit for the period from continuing operations before tax 2,770 2,404 

Profit for the period from discontinued operations before tax (1) (28) 

Adjustments for 
Amortisation and depreciation, provisions, financial assets valuation adjustments and 
personnel expenses for pensions 

2,370 2,076 

Net profit/loss from investments in associates and joint ventures 10 (11) 

Grants applied (150) (134) 

Finance income and finance costs 408 612 

Gains on disposal of non-current assets (524) (7) 

Movement in working capital 

Change in trade and other payables (272) (585) 

Movement in inventories (69) (382) 

Trade payables and other liabilities 277 (435) 

Provisions paid (364) (354) 

Income tax (447) (246) 

Dividends received 3 13 

Net cash flows from operating activities 4,011 2,923 

Acquisition of intangible assets (189) (539) 

Acquisition of companies accounted for using the equity method (38) (129) 

Acquisition of investment property (1) -

Acquisition of property, plant and equipment (2,952) (2,152) 

Interest paid capitalised (93) (119) 

Capitalised personnel expenses paid (347) (330) 

Capital grants 8 5 

Securities portfolio 22 (19) 

Payments for other investing activities (365) (77) 

Net collection/(payments) for current financial assets 79 (41) 

Interest collected 16 27 

Proceeds from disposal of non-financial assets - 78 

Proceeds from disposal of financial assets 6 1,122 -

Net cash flows used in investing activities (2,738) (3,296) 

Dividends paid 11 (238) (131) 

Dividends paid to non-controlling interests (72) (95) 

Perpetual subordinated bonds 

Issue - 800 

Interest paid (63) (37) 

Loans and borrowings and obligations or other securities 

Issues and disposals 7,227 7,923 

Reimbursement (5,818) (7,631) 

Interest paid excluding capitalised interest (382) (462) 

Financial liabilities from leases 

Payment of principal (76) (61) 

Interest paid excluding capitalised interest (18) (16) 

Equity instruments having the substance of a financial liability 

Issue 279 126 

Reimbursement (14) (19) 

Interest paid - (9) 

Collections due to transactions with non-controlling interests 6 169 -

Payments due to transactions with non-controlling interests 6 (73) -

Acquisition of treasury shares (1,860) (1,189) 

Proceeds from disposal of treasury shares 67 46 

Net cash flows from/(used in) financing activities (872) (755) 

Effect of exchange rate fluctuations on cash and cash equivalents (194) 49 

Net increase / (decrease) in cash and cash equivalents 207 (1,079) 

Cash and cash equivalents at the beginning of the period 2,113 2,801 

Cash and cash equivalents at the end of period 2,320 1,722 

(*) The Consolidated statement of cash flows for the six-month period ended on 30 June 2019 is presented for comparative purposes only. 

The accompanying notes are an integral part of the Condensed consolidated interim financial statements. 
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IBERDROLA,  S.A.  AND  SUBSIDIARIES  

Notes  to  the  Condensed  consolidated  interim  financial  statements   
for  the  sixth-month  period  ended  on  30  June  2020  

1. ACTIVITIES OF THE GROUP 

Iberdrola S.A. (Hereinafter, IBERDROLA), a company incorporated in Spain and with registered address at 
Plaza Euskadi 5, in Bilbao, is the parent of another group of companies whose main activities are: 

− Production of electricity from renewable and conventional sources 

− Sale and purchase of electricity and gas in wholesale markets. 

− Transmission and distribution of electricity. 

− Retailing of electricity, gas and associated energy-related services 

− Other activities, mainly linked to the energy sector 

The aforementioned activities are performed in Spain and abroad, and totally or partially either directly by 
IBERDROLA or through the ownership of shares or other equity investments in other companies, subject in 
all cases to the legislation applicable at any given time and, in particular, to the applicable legislation in the 
electricity industry. The IBERDROLA Group carries out its activities mainly in five countries in the Atlantic 
region: Spain, UK, US, Mexico and Brazil. 

2. BASIS OF PRESENTATION OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
STATEMENTS 

a)  Accounting  standards  applied  

The issuance of these Condensed consolidated financial statements for the six-month period ended on 30 
June 2020 (hereinafter, the Condensed financial statements) has been authorised by the Board of Directors 
of IBERDROLA on 21 July 2020. 

These financial statements have been drafted following IAS 34: “Interim Financial Reporting” and also include 
information which is additional to that required by this standard, pursuant to article 12 of Royal Decree 
1362/2007. Nevertheless, they do not contain all the information and disclosures required of consolidated 
annual accounts in accordance with International Financial Reporting Standards as adopted by the European 
Union (IFRS-EU). Consequently, to be interpreted properly these financial statements must be read in 
conjunction with the IBERDROLA Group’s consolidated annual accounts for the year ended 31 December 
2019. 

The accounting policies used in these Financial statements correspond with those used for the Consolidated 
annual accounts for the year ended 31 December 2019, except for the application on 1 January 2020 of the 
following amendments adopted by the European Union applicable to Europe: 

www.iberdrola.com 
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− the amendments to IFRS 9, IAS 39 and IFRS 7 on “Reform of benchmark interest rates” approaching 
the uncertainties related to the reform of interbank rates (IBOR indexes) avoiding the interruption of 
existing hedging relationships due to temporary exceptions to the application of certain specific 
requirements of hedging accounting. 

− the amendments to IFRS 3 “Business combinations” that clarify the definition of business, aimed at 
helping entities determine if a transaction must be recognised as a business combination under the scope 
of IFRS 3 or as an acquisition of assets. 

The IBERDROLA Group has adopted the requirements of the Interest Rate Benchmark Reform (hereinafter, 
the IBOR reform), retroactively to hedging relationships existing at 1 January 2020 or which were 
subsequently designated and are directly affected by the IBOR reform. In particular, it is considered that a 
hedging relationship is directly affected by the IBOR reform if said reform creates uncertainty regarding: 

− The benchmark interest rate designated as the hedging relationship covered risk (specified, whether 
contractually or not), or 

− The term or the amount of flows associated to the benchmark interest rate of the item hedged or the 
hedged instrument. 

Management of the IBOR Reform and the financial risks arising as a result of the reform 

The global reform of benchmark interest rates is crucial and is continuously followed-up by the IBERDROLA 
Group since interbank interest rates (IBORs) are key benchmarks in many contracts of the Group. 

The IBERDROLA Group uses interest rate derivatives as cash flow hedges and fair value hedges, mainly 
interest rate swaps and Cross Currency Swaps. These derivative financial instruments are benchmarked to 
floating interest rates affected by the IBOR reform, mainly Euribor, Libor-Sterling Pound and Libor-Dollar. 

European institutions continued working on the reform of interest rate indexes and in the transition towards 
alternative indexes adapted to the Benchmarks - Regulation (EU) 2016/1011. The European Central Bank 
started publishing on 2 October 2019 the €STR (Euro short-term rate), a Euro short-term interest rate which 
reflects the financing cost of credit entities in the Eurozone in the wholesale market of daily deposits. EONIA, 
on the other hand, is calculated as €STR +8.5 basis points until it is suspended following its publication on 2 
January 2022. In this regard, work has been carried out in the United States with the SOFR (Secured 
Overnight Financing Rate) and in the United Kingdom with the reformed SONIA (Sterling Overnight Index 
Average), referenced to the RFR (Risk Free Rate). 

With regard to Euribor, a new hybrid calculation methodology was developed in 2019 based on real market 
transactions distinguishing three levels of estimates depending on the observability of said transactions. This 
new methodology was approved by the authorities. Therefore, it is not necessary to amend existing contracts, 
understanding also, that those financial instruments referenced to the Euribor are not exposed to a high 
degree of uncertainty at 30 June 2020. 
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For the remaining IBORs, the cessation of the publication of 31 December 2021 is expected. For this reason, 
the main market intervening parties (regulators, central banks, banks, institutions, etc.) are working on the 
definition of the equivalences between those IBORs and the new RFR references. This situation creates a 
certain degree of uncertainty regarding the interest rate derivatives the IBERDROLA Group holds, in 
particular those referenced to Libor-Sterling Pound and Libor-Dollar. Regarding these hedges, the 
IBERDROLA Group has opted to apply the temporary exceptions introduced by Rule (EU) 2020/34. 

In the face of the existing uncertainty during the transition, the IBERDROLA Group has created a Committee 
to continuously follow up the IBOR reform and has initiated an action plan with the purpose of minimising any 
potential negative risk, identifying first the transactions affected, quantifying its notional and reviewing, with 
the counterparties, the drafting of the agreements. 

Derivative financial instruments are governed by the framework agreements of the International Swaps and 
Derivatives Association (ISDA). ISDA is currently reviewing its standard agreements in view of the IBOR 
Reform. When ISDA has completed its review (the publication of a new protocol is expected in July 2020, to 
become effective from November), the IBERDROLA Group expects to negotiate the inclusion of new 
replacement clauses in the agreements with the different counterparties. The same negotiation will take place 
with financial liabilities payables at a floating rate, described as a hedge item regarding cash flow hedges to 
guarantee symmetry between hedge position clauses and the hedge and avoid temporary differences in the 
transition between the hedge item and the hedge instrument which may cause inefficiencies related to the 
hedging. 

At 30 June 2020, no amendments to the terms and conditions related to the ongoing IBOR reform have been 
made. However, before any advance from the authorities regarding IBOR Indexes, the IBERDROLA Group 
will insert the relevant contractual amendments, in order to include a new replacing type of benchmark 
interest rate, so there is certainty on terms and flow amounts affecting hedge instruments and hedged items. 

In this context, at 30 June 2020 the par amount of hedge agreements indexed to IBOR, except for the Euribor, 
maturing after 31 December 2021, are: 

Millions in currency Currency 30.06.2020 

Interest rate swaps indexed to Libor-Sterling Pound GBP 150 

Interest rate swaps indexed to Libor-Dollar - -

Cross currency swap indexed to Libor-Sterling Pound GBP 201 

Cross currency swap indexed to Libor-Dollar USD 213 

Accounting policies specific to hedges directly affected by the IBOR effective from 1 January 2020 

In order to assess if there is an economic relationship between the hedged instrument and the hedged item 
at 30 June 2020, the IBERDROLA Group assumes the benchmark floating rate has not changed as a result 
of the IBOR Reform. 

The IBERDROLA Group will stop applying this temporary exception in the assessment of the economic 
relationship between the hedged instrument and the hedged item when the uncertainty arising from the IBOR 
reform with regard to benchmark interest rates no longer exists in relation to the term or the amount of 
benchmark interest rate flows of the item hedge, or when the hedge relationship is interrupted. 
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b)  Comparative  information  

In the Condensed consolidated annual accounts for the six-month period ended on 30 June 2019 it was 
stated that the IBERDROLA Group considered assignment agreements for right of use of land where the 
wind energy generation facilities did not comply with the requirements for being considered leases. This 
conclusion matched the one applied under US rules (ASC 842 Leases), whose definition of lease is the same 
as the one used in international rules (IFRS 16 Leases). Said annual accounts alerted that the accounting 
treatment of said agreements considering the shared use of the underlying assets was subject to court action 
because it may be subject to changes in accordance with future interpretations. 

In June 2019, the International Financial Rules Interpretation Committee (IFRIC) issued its conclusion on a 
query related to the accounting treatment of an agreement executed with a pipeline operator which allowed 
its installation underground during a specific period of time for a consideration (surface rights). Although the 
query does not specifically approach the problem of land assignment agreements for installing wind farms in 
which the agreed terms and conditions allow shared use of the land by the owner and the Group, the analysis 
carried out by the IFRIC, the CNMV and the interpretations of auditing firms from the publication of said query 
determined the need to restate the accounting treatment initially adopted. 

In this regard, as a result of the new information available, the Group decided to consider in the consolidated 
annual accounts for 2019 that assignment agreements for the use of land where wind-power facilities are 
located qualify as lease agreements and comply with the definition of lease within the scope of IFRS 16 and 
expanded as such the scope of application of this provision. 

The Consolidated income statement and the Consolidated statement of changes in cash flows for the six-
month period ended 30 June 2019 has not changed compared to the published Consolidated financial 
statements for the six-month period ended 30 June 2019 published, given that the change in the subsequent 
interpretation does not have a significant impact on the Consolidated financial statements. 

3. EFFECTS OF COVID-19 

The Condensed consolidated interim financial statements for the six-month period ended on 30 June 2020 
have been impacted by the strict measures adopted in several countries where the IBERDROLA Group 
operates its activities to stop the spread of the COVID-19 virus, which have had a strong impact on their 
economies. 

a)  Use  of  accounting  estimates  

Although it is not possible to know in precision the impact COVID-19 will have on these financial statements, 
several estimates made by the IBERDROLA Group are described below based on the best information 
available. 

Impairment of non-financial assets 

At the reporting date, there was no evidence the COVID-19 pandemic may have had a long-term impact on 
performance which may have had a significant impact on the valuation of the non-financial assets of the 
impacted company (Note 18). 
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Impairment of financial assets 

The estimated effect of bad debt provisions, related to COVID-19, recognised by the IBERDROLA Group in 
the first six-month period of the year amounts to Euros 71 million additional to those considered normal before 
the pandemic. 

This increase in provisions results from the increase in trade payables pending collection as a result of the 
measures adopted by several governments who have considered the deferment of payments of electricity 
and gas supply and the deferral plans granted by the Group to its customers. 

The Group’s other financial instrument counterparties have solid credit ratings. Therefore, it has not had a 
material effect on the valuation of expected credit loss recognised in the period. 

However, although no evidence of significant changes has been identified in credit risks additional to those 
recognised in these Consolidated financial statements, the IBERDROLA Group’s intention is to follow up the 
credit risk of its financial assets insofar as new information is available that enables calculations on expected 
loss to be more precise. 

Pension plans 

The IBERDROLA Group has considered the market fluctuations associated with COVID-19 that may affect 
defined pension plans and the valuation of plan assets. Therefore, at 30 June 2020 new actuarial 
assessments on the pension obligations have been performed and on said date the related assets have been 
updated (Note 15). 

b)      Impact  on  the  Consolidated  income  statement  for  the  six-month  period  ended  30  June  2020  

The impact of the measures adopted by states, the temporary closure of industries and the cessation of 
practically all retail activity has resulted in a drop in energy demand that, combined with the impact of the 
drop in commodities prices, has brought down spot prices in wholesale markets and futures market prices. 

Other less significant impacts have been the temporary delay in the application of reviewed rates/tariffs in 
some distribution companies of the IBERDROLA Group in the United States and Brazil, lower income due to 
connections to the distribution business in Spain and lower income for slight delays in the commissioning of 
certain projects. 

Additionally, in terms of net operating expenses, the effects have been offset. Lower expenses related to 
health and safety and transportation of employees and donations and have been offset by cost savings 
resulting from lower retail activity, the suspension of travel and other cuts in non-basic operating expenses. 

For a greater breakdown of the above mentioned impact by segments, see section 1.3 of the Consolidated 
interim directors’ report. 

c)  Financial  risks  

The IBERDROLA Group is structurally subject to financial risks over which it keeps a permanent control, 
monitoring the performance of the different financial markets where it operates and complying with the risk 
limits set by their risk policies. It also anticipates market risk situations such as those resulting from the 
COVID-19. 
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Liquidity risk 

Since the effects of COVID-19 started to show until central banks started implementing liquidity injection 
measures to stabilise markets, there have been situations in which liquidity has been restricted, especially 
impacting companies with worse ratings. 

The IBERDROLA Group had a solid liquidity situation prior to COVID-19, which ensured not putting at risk 
the compliance with the Group’s commitments, even under the scenario of full closure of markets. 

However, in order to guarantee liquidity in the event of additional impairment of the businesses cash 
generation, liquidity sources were increased, proving that, even under a scenario of low liquidity, the 
IBERDROLA Group has the support of both fixed rent investors and banking entities at competitive prices. 

At 30 June 2020 the IBERDROLA Group has a solid liquidity position in cash and sufficient available lines to 
comfortably comply with liquidity requirements even in the case of a greater contraction of markets (Note 14). 

Interest rate risk 

Within the measures adopted by central banks, lowering official interest rates has been one of the main 
leverages to reactivate the economy, and they have dropped significantly. Under this scenario, the 
IBERDROLA Group has been benefited by this reduction in rates for both floating rate debt and new financing 
and liquidity transactions. 

Moreover, the current uncertainty presents a scenario in which low rates are to be expected, reducing short 
and medium-term interest rate risk. 

Exchange rate risk 

COVID-19 has caused strong instability in currency markets, more pronounced in emerging countries. In 
particular, as to emerging markets in which the Group operates, the depreciation of currencies (Mexican 
Peso and Brazilian reals) has been very marked. 

Despite this scenario, the impact of this depreciation in the Company’s results has been at all times controlled, 
and has been kept under the risk limits set. This has enabled to significantly mitigate the impact. 

Furthermore, the Group’s diversification in the different geographies and the strength of the business 
currencies such as the Euro, the US dollar and the Pound Sterling acts as an important mitigating factor for 
the stability of the Group’s results. 

4. SEASONAL VARIATION 

On a half-yearly basis, the IBERDROLA Group’s activities show no significant degree of seasonal variation. 

5. USE OF ACCOUNTING ESTIMATES 

Certain assumptions and estimates were made by the IBERDROLA Group in the preparation of these 
Financial statements. The criteria used to calculate the estimates used in these Interim financial statements 
are the same as those used in the preparation of IBERDROLA’s 2019 Consolidated annual accounts. 
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Although these estimates were made on the basis of the best information available at the date of authorisation 
for issue of these Financial statements, future events may require adjustments (upwards or downwards) in 
coming years, changes in estimates would be applied prospectively, recognising the effects of the change in 
estimates in the future periods. 

In this regard, one of the uncertainties that did not exist at the end of 2019 was the impact of COVID-19 in 
the long-term. Note 3 describes the effect of the pandemic on these Consolidated financial statements, 
although it is possible that its evolution may require adding new effects in the future. 

6. MODIFICATION TO THE CONSOLIDATION PERIMETER AND OTHER SIGNIFICANT 
TRANSACTIONS 

The IBERDROLA Group’s most significant transactions in the six-month period ended 30 June 2020 were 
the following: 

Sale of associates 

− In February 2020, Iberdrola Participaciones, S.A., a company wholly-owned by Iberdrola, S.A., and 
Iberdrola, S.A have executed with Siemens Aktiengesellschaft an agreement for the sale of IBERDROLA 
PARTICIPACIONES full investment in Siemens Gamesa Renewable Energy, S.A. (SIEMENS 
GAMESA), representative of an 8.07% of its share capital. 

The transaction price amounting to Euros 1,100 million, equivalent to Euros 20 per share of SIEMENS 
GAMESA and is not subject to future adjustments. The purchase was finalised on 5 February 2020 and 
has resulted in a gross surplus of Euros 485 million recognised in “Gains on disposal of non-current 
assets” in the Consolidated income statement for the six-month period ended 30 June 2020. This capital 
gain is considered to be out of the scope of corporate income tax for the six-month period ended 30 June 
2020 (Note 17). 

Transactions with non-controlling interests 

− In February 2020, the IBERDROLA Group reached an agreement to acquire for Euros 100 million, 30% 
of Ailes Marine shares, the company responsible for developing, constructing, installing and operating 
the offshore wind farm in the Saint-Brieuc bay in France. 

Given that the IBERDROLA Group already held the control over the company because it had an interest 
of 70%, the transaction has been recognised under non-controlling interests, resulting in a decrease of 
Euros 0.125 million in “Non-controlling interests”, and a credit of Euros 73 million to “Translation 
differences” in the Consolidated statement of financial position at 30 June 2020. 

− In the first six-month period of 2020, several share capital increases have been executed to complete 
the construction of the East Anglia project in the amount of Pound Sterling 362 million, paid up by the 
shareholders according to their percentage of interest, resulting in a credit of Euros 169 million to “Equity 
- Non-controlling interests” in the Consolidated statement of financial situation at 30 June 2020. 
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7. SEGMENT INFORMATION 

The IBERDROLA Group combines its segments according to the nature of the business activities in the 
different geographic areas in which said activities take place. The operating segments identified by the 
IBERDROLA Group are as follows: 

− Network business: including all the energy transmission and distribution activities, and any other 
regulated activity carried out in Spain, the United Kingdom, the United States and Brazil. 

− Liberalised business: including the electricity generation and supply businesses carried out by the 
Group in Spain, the United Kingdom, Mexico, Brazil and the rest of the countries within the Iberdrola 
Energía Internacional (IEI) subholding. 

− Renewables business: including activities related to renewable energies (principally wind, solar and 
hydroelectric) in Spain, the UK, the USA, Brazil and the Iberdrola Energía Internacional (IEI) 
subholding’s countries. 

− Other businesses: it groups other non-energy related business. 

Additionally, Corporation includes the costs of the Group's structure (Single Corporation) and the 
administration services of the corporate areas that are subsequently invoiced to the other companies through 
specific service agreements. 

Transactions between the different segments are generally made in market conditions. 

The key figures of the identified operating segments are shown below. The balances corresponding to the 
Consolidated statement of income that are included for comparative purposes, are shown at 30 June 2019, 
whereas the balances corresponding to the Consolidated statement of financial position are shown at 31 
December 2019. 
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Segmentation  by  businesses  in  the  six-month  period  ended  30  June  2020  

30.06.2020  Liberalised  Renewables  Networks    
Other 

Millions of Euros Spain 
United 

Kingdom 
Mexico Brazil IEI Total Spain 

United 
Kingdom 

United 
States 

Mexico Brazil IEI Total Spain 
United 

Kingdom 
United 
States 

Brazil Total 

businesses, 
Corporation 

and 
adjustment 

Total 

s 

REVENUE (NOTE 16) 

External revenues 4,949 2,309 1,116 57 598 9,029 222 132 587 42 44 180 1,207 916 610 2,109 2,582 6,217 14 16,467 

Intersegment sales 288 8 11 132 (8) 431 385 369 – 12 42 22 830 60 80 – 1 141 9 1,411 

Eliminations (266) – – (1,145) (1,411) 

Total sales 9,194 2,037 6,358 (1,122) 16,467 

RESULTS 

Segment operating 
profit -EBIT 574 (9) 311 22 (48) 850 118 263 15 14 27 129 566 515 317 194 273 1,299 (40) 2,675 

Result of equity-
accounted investees -
net of taxes 

2 – – – – 2 (1) 1 (11) – (5) – (16) 1 – 3 – 4 – (10) 

ASSETS 

Segment assets 6,374 6,571 5,092 344 510 18,891 9,399 7,229 13,432 1,527 1,288 2,425 35,300 12,603 12,826 22,645 5,260 53,334 5,175 112,700 

Equity-accounted 
investees 22 – – – – 22 57 10 459 – 529 – 1,055 28 – 125 – 153 26 1,256 

LIABILITIES 

Segment liabilities 2,702 1,278 1,265 60 161 5,466 1,230 1,275 4,058 310 228 364 7,465 5,719 2,621 7,225 2,167 17,732 2,881 33,544 
OTHER 
INFORMATION 

Total cost incurred 
during the period in the 
acquisition of 
property, plant and 
equipment, intangible 
assets and right-of-use 
assets(1) 

97 66 52 13 39 267 410 340 436 86 57 160 1,489 173 167 592 344 1,276 72 3,104 

Valuation adjustments, 
trade and other assets 
(expenses)/ income 

34 56 (2) – 17 105 – – – – – (1) (1) 1 1 51 59 112 – 216 

Amortisation and 
depreciation expense 

Expenses  for  the  
period  other  than  
depreciation  and  
amortisation  not  
resulting  in  cash  
outflows  

 

206 

7  

82 

11  

75 

(3)  

10 

–  

24 

–  

397 

15  

182 

3  

115 

2  

270 

8  

22 

–  

23 

–  

48 

–  

660 

13  

275 

8  

177 

22  

290 

36  

166 

(3)  

908 

63  

62 

24  

2,027 

115  

(1) Does not include the amount related to capitalised interests and personnel expenses during the six-month period ended 30 June 2020. 
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Segmentation per business in the comparative period 

30.06.2019 Liberalised Renewables Networks Other 
businesses, 

Millions of Euros Spain 
United 

Kingdom 
Mexico Brazil  IEI Total Spain 

United 
Kingdom 

United 
Mexico  

States 
Brazil IEI Total Spain 

United United  
States  Kingdom 

Brazil Total 
Corporation 

and 
adjustment 

Total 

REVENUE (NOTE 16) 

External revenues 6,083 2,389 1,178 128 539 10,317 200 28 493 47 67 179 1,014 998 593 2,291 2,942 6,824 126 18,281 

Intersegment sales 417 24 (11) 154 20 604 502 320 – 12 46 29 909 63 83 – – 146 7 1,666 

Eliminations (349) – – (1,317) (1,666) 

Total sales 10,572 1,923 6,970 (1,184) 18,281 

RESULTS 

Segment operating profit -
EBIT 536 (63) 300 8 (22) 759 227 170 12 20 44 119 592 568 315 402 363 1,648 (8) 2,991 

Result of equity-
accounted investees - net 
of taxes 

4 – – – – 4 6 – (5) – 3 – 4 1 – 4 – 5 4 17 

OTHER INFORMATION 

Total cost incurred during 
the period in the 
acquisition of property, 
plant and equipment, 
intangible assets and 
right-of-use assets(1) 

61 103 99 15 31 309 169 285 734 24 15 20 1,247 171 220 424 393 1,208 64 2,828 

Valuation adjustments, 
trade and other assets 
(expenses)/ income 

24 45 1 – 6 76 – – 1 1 – – 2 1 1 40 30 72 1 151 

Amortisation and 
depreciation expense 193 74 60 11 10 348 153 74 233 19 27 65 571 267 162 251 193 873 56 1,848 

Expenses for the period 
other than depreciation 
and amortisation not 
resulting in cash outflows 

21 10 1 – – 32 5 2 5 – – – 12 30 22 32 1 85 29 158 

(1) Does not include the amount related to capitalised interests and personnel expenses during the six-month period ended 30 June 2019. 
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31.12.2019 Liberalised Renewables Networks Other 
businesse 

Millions of Euros Spain 
United 

Kingdom 
Mexico Brazil  IEI Total Spain 

United 
Kingdo 

m 

United 
States 

Mexico Brazil IEI Total Spain 
United 

Kingdom 
United 
States 

Brazil Total 

s, 
Corporatio 

n and 
adjustmen 

Total 

ASSETS 

Segment assets 7,024 6,742 4,995 467 462 19,690 9,106 7,217 13,216 1,459 1,578 2,308 34,884 12,377 13,358 22,407 6,343 54,485 4,280 113,339 
Equity-accounted 
investees 23 – – – – 23 60 10 445 – 665 – 1,180 29 – 124 – 153 601 1,957 

LIABILITIES 

Segment liabilities 3,065 1,365 1,227 116 159 5,932 1,121 1,279 4,041 298 254 345 7,338 5,496 2,645 7,255 2,552 17,948 2,099 33,317 
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Additionally, details of revenue and non-current assets by geographical area are as follows: 

Millions of Euros 30.06.2020 30.06.2019 

Revenue 

Spain 6,081 7,363 

United Kingdom 3,052 3,030 

United States 2,698 2,784 

Mexico 1,181 1,227 

Brazil 2,684 3,137 

IEI 771 740 

Total 16,467 18,281 

Millions of Euros 30.06.2020 31.12.2019 

Non-current assets (*) 

Spain 23,694 23,554 

United Kingdom 24,113 24,917 

United States 33,269 32,768 

Mexico 5,474 5,427 

Brazil 3,805 4,821 

IEI 2,410 2,294 

Total 92,765 93,781 

(*) Excluding non-current financial investments, deferred tax assets and non-current trade and other receivables. 

Furthermore, the reconciliation between segment assets and liabilities and the total assets and liabilities in 
the Consolidated statement of financial position is as follows: 

Millions of Euros 30.06.2020 31.12.2019 

Segment assets 112,700 113,339 

Non-current financial investments 5,491 5,819 

Current financial investments 1,446 1,098 

Cash and cash equivalents 2,320 2,113 

Total Assets 121,957 122,369 

Millions of Euros 30.06.2020 31.12.2019 

Segment liabilities 33,544 33,317 

Equity 45,814 47,195 

Non-current financial liabilities 33,934 32,404 

Loans and borrowings and obligations or other securities 30,846 30,126 

Equity instruments having the substance of a financial liability 420 193 

Derivative financial instruments 985 471 

Leases 1,683 1,614 

Current financial liabilities 8,665 9,453 

Loans and borrowings and obligations or other securities 7,772 8,800 

Equity instruments having the substance of a financial liability 38 22 

Derivative financial instruments 705 478 

Leases 150 153 

Total Liabilities and Equity 121,957 122,369 
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8. PROPERTY, PLANT AND EQUIPMENT 

The total cost incurred in the acquisition of property, plant and equipment, as well as the amortisation and 
impairment charges for the six-month periods ended 30 June 2020 and 2019 broken down by the Group’s 
operating segments, are shown in the following table: 

30.06.2020 30.06.2019 

Costs incurred in Depreciation charge Costs incurred in Depreciation charge 
Millions of Euros property, plant and and provisions for property, plant and and provisions for 

equipment (1) impairment equipment (1) impairment 

Liberalised business 142 277 192 249 

Spain 50 172 25 165 

United Kingdom 28 26 55 21 

Mexico 51 74 98 59 

Brazil 13 5 13 4 

IEI - - 1 -

Renewables business 1,366 612 1,236 555 

Spain 348 164 168 151 

United Kingdom 340 110 278 74 

United States 393 253 734 227 

Mexico 83 21 21 19 

Brazil 52 19 15 21 

IEI 150 45 20 63 

Network business 852 622 793 579 

Spain 156 260 158 255 

United Kingdom 151 164 216 155 

United States 545 198 419 169 
Other businesses, 
Corporation and 31 17 38 8 
adjustments 

Total 2,391 1,528 2,259 1,391 

(1) Does not include the amount related to capitalised interests and personnel expenses during the six-month periods ended 30 June 

2020 and 2019, respectively. 

Investment commitments at 30 June 2020 and 2019 amount to Euros 3,936 and 3,759 million respectively. 

In the six-month periods ended 30 June 2020 and 2019, the IBERDROLA GROUP has not carried out any 
disposals of property, plant and equipment for a material amount regarding these Financial statements. 
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9. DISCLOSURE OF FINANCIAL ASSETS AND FINANCAL LIABILITIES 

The carrying amount of each category of the financial assets and liabilities, except for the assets included in “Trade and other receivables, non-current” and “Trade 
and other receivables, current” and liabilities included in “Other financial liabilities, non-current”, “Other financial liabilities, current”, “Leases” and “Trade payables”, 
is shown below: 

Non-current  financial  assets  

Millions of Euros Equity instruments Debt securities Other financial assets Derivatives Total 

Categories 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 

Assets at fair value through profit or loss 64 86 - - - - 618 241 682 327 

Assets at amortised cost - - 6 4 2,780 3,016 - - 2,786 3,020 

Hedging derivatives - - - - - - 767 515 767 515 

Total 64 86 6 4 2,780 3,016 1,385 756 4,235 3,862 

Current financial assets 

Millions of Euros Equity instruments Debt securities Other financial assets Derivatives Total 

Categories 

Assets  at  fair  value  through  profit  or  loss  - - - - - - 355  124  355  124  

Assets  at  amortised  cost  - - - - 565  693  -  - 565  693  

Hedging  derivatives  - - - - - - 526  281  526  281  

Total  - - - - 565  693  881  405  1,446  1,098  

30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20  31.12.19 30.06.20 31.12.19 
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Non-current financial liabilities 

Millions of Euros Loans and borrowings 
Obligations and other 

securities 
Other financial liabilities Derivatives Total 

Categories 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 

Liabilities at fair value through profit or 
loss 

- - - - - - 615 97 615 97 

Liabilities at amortised cost 8,062 7,221 22,784 22,905 420 193 - - 31,266 30,319 

Hedging derivatives - - - - - 370 374 370 374 

Total 8,062 7,221 22,784 22,905 420 193 985 471 32,251 30,790 

Current financial liabilities 

Millions of Euros Loans and borrowings 
Obligations and other 

securities 
Other financial liabilities Derivatives Total 

Categories 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 30.06.20 31.12.19 

Liabilities at fair value through profit or 
loss 

- - - - - - 273 192 273 192 

Liabilities at amortised cost 1,710 3,059 6,062 5,741 38 22 - - 7,810 8,822 

Hedging derivatives - - - - - - 432 286 432 286 

Total 1,710 3,059 6,062 5,741 38 22 705 478 8,515 9,300 

www.iberdrola.com 

www.iberdrola.com


 

 

            
               

             
      

               
              

               
                

               
             

 

             
      

          

              
     

              
       

             

   
  

 
      

         

         

     

 

   
  

 
      

         

         

     

 

             
           

     

      
        

 
  

        

   

     

      

 

               
             

25 

The IBERDROLA Group’s general risk policy described in its Consolidated annual accounts 
corresponding to the year ended 31 December 2019 remains effective at the reporting date. In 
this context, hedging instruments and classes have the same characteristics as those described 
in the said Consolidated annual accounts. 

Fair value in “Loans and borrowings and obligations or other securities” of current and non-current 
liabilities in the IBERDROLA Group’s consolidated statement of financial position at 30 June 2020 
and 31 December 2019 amounts to Euros 41,122 and Euros 41,285 million, being the carrying 
amount Euros 38,618 and 38,926 million respectively. Said value is classified in Level 2 and has 
been determined based on discounted future cash flows to market interest rates. The fair value 
of the derivative financial instruments does not differ significantly from the carrying amount 
thereof. 

The IBERDROLA Group recognises the derivative financial instruments at fair value and 
classifies them into three levels: 

− Level 1: assets and liabilities quoted in liquid markets. 

− Level 2: assets and liabilities whose fair value is determined using valuation techniques 
that use observable market assumptions. 

− Level 3: assets and liabilities whose fair value is determined using valuation techniques 
that do not use observable market assumptions. 

Details of financial instruments measured at fair value by level are as follows: 

Millions of Euros 
Value at 

30.06.2020 
Level 1 Level 2 Level 3 

Derivative financial instruments (financial assets) 2,266 - 2,106 160 

Derivative financial instruments (financial liabilities) (1,690) - (1,557) (133) 

Total 576 - 549 27 

Millions of Euros 
Value at 

31.12.2019 
Level 1 Level 2 Level 3 

Derivative financial instruments (financial assets) 1,161 - 1,016 145 

Derivative financial instruments (financial liabilities) (949) - (830) (119) 

Total 212 - 186 26 

The reconciliation between opening and closing balances for those financial instruments that are 
classified as Level 3 of the fair-value hierarchy is as follows: 

Millions of Euros 2020 2019 

Balance at 1 January 26 (28) 
Income and expenses recognised in the Consolidated income 
statement 

- (6) 

Income and expenses recognised in Equity (9) (28) 

Purchases 1 -

Sales and settlements 9 (5) 

Balance at 30 June 27 (67) 

None of the possible foreseeable scenarios of the indicated assumptions would result in a material 
change in the fair value of the financial instruments classified at this level. 
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To measure derivatives not traded in organised markets, the IBERDROLA Group uses 
assumptions based on market conditions at year end. In particular, 

− the fair value of interest rate swaps is calculated as the value discounted at market 
interest rates of the interest rate swap contract spread. 

− In the case of forward exchange contracts, they are measured by discounting the future 
cash flows calculated using the forward exchange rates at year-end; and 

− the fair value of non-financial items’ sales contracts that are under the scope of IFRS 9, 
is calculated on the basis of the best estimate of future price curves for the underlying 
non-financial items at year-end, using, to the extent possible, prices established in futures 
markets. 

These measurement models take into account those risks associated to the asset or liability, 
among these, the credit risk of both the counterparty (Credit Value Adjustment) and the entity 
itself (Debit Value Adjustment). The credit risk is calculated according to the following parameters: 

− Exposure at default: the amount of the risk arising at the time of non-payment by a 
counterparty, taking into account any collateral or compensation arrangements 
connected to the transaction. 

− Probability of default: the probability that a counterparty will breach its obligations to pay 
the principal and/or interests, depending mainly on the features of the counterparty and 
its credit rating. 

− Loss given default: the estimated loss in the event of default. 

10. CASH AND CASH EQUIVALENTS 

The breakdown of this heading of the Consolidated statements of financial position is as follows: 

Millions of Euros 30.06.2020 31.12.2019 

Cash 1,137 500 

Short-term deposits 1,183 1,613 

Total 2,320 2,113 

As a general rule, cash and cash equivalents earn an interest rate that is comparable to the 
market rate for overnight deposits. Short-term deposits mature within a period of less than three 
months from the date of contracting and accrue market interest rates. There are no restrictions 
on cash withdrawals for significant amounts. 
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11. EQUITY 

Subscribed  capital  

Movement in IBERDROLA’s share capital during the six-month period ended 30 June 2020 is as 
follows: 

Registration in the 
Mercantile Registry 

% Capital 
Number of 

shares 
Nominal Euros 

Balance  at  01.01.2020    6,362,072,000  0.75  4,771,554,000  

Scrip issue 

Balance  at  30.06.2020    6,453,592,000  0.75  4,840,194,000  

4 February 2020 1.44% 91,520,000 0.75 68,640,000 

On 4 February 2020 there was a second scrip issue approved at IBERDROLA’s General 
Shareholders’ Meeting heldon 29 March 2019, under item nine on the agenda, through which the 
Iberdrola flexible remuneration (Iberdrola retribución flexible) system was implemented. The 
number of ordinary shares of Euros 0.75 nominal value each issued was 91,520,000 shares. 
Therefore, the nominal value of the capital increase was Euros 68.64 million. 

During the period set, the holders of 1,419,991,945 shares have opted to receive the Interim 
dividend (Euros 0.168 gross per share), amounting the distributed gross Interim dividend to Euros 
238 million. As a result, these shareholders have expressly forgone 1,419,991,945 free allotment 
rights and, therefore, 26,296,147 new shares. 

There were no changes to IBERDROLA’s share capital other than those resulting from the 
transactions described above. There are no claims on IBERDROLA’s share capital other than 
those provided for in the Spanish Companies Act. 

Powers delegated at the General Shareholders’ Meeting 

The shareholders at their General Meeting held on 2 April 2020 resolved, in respect of items 
twenty-two and twenty-three on the agenda, to delegate powers to the Board of Directors, with 
express powers of substitution, for a period of five years, to: 

− increase share capital in the terms and to the limits stipulated in Article 297.1 b) of the 
Spanish Companies Act ("Ley de Sociedades de Capital"), with authorisation to exclude 
preferential subscription rights, and 

− issue bonds or debentures swappable for and/or convertible into shares in the Company 
or other companies, and warrants (option to subscribe new Company shares or to acquire 
new or existing shares in the Company or in any other company) to a maximum amount 
of Euros 5,000 million. This authorisation includes the delegation of powers to, where 
applicable: (i) determine the basis and procedures for conversion, swap or exercise; (ii) 
increase share capital by the amount required to cover applications for conversion; and 
(iii) exclude shareholders' preferential subscription rights on the issue. 

Both authorisations have a joint limit to a maximum nominal amount of 20% of share capital. 
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Valuation  adjustments  

This heading’s movement during the six-month periods ended 30 June 2020 and 2019 is as 
follows: 

Millions of Euros 01.01.2020 
Change in 

fair value 
and other 

Allocation to 
the values of 

hedged 
assets 

Amounts 
allocated to 

income 
30.06.2020 

Valuation adjustments of 
equity-accounted investees (1) - - - (1) 
(net of tax): 

Cash flow hedges: 

Interest rate swaps (522) (258) - 50 (730) 

Collars (6) - - - (6) 

Commodities derivatives (163) (192) - 305 (50) 

Currency forwards 2 58 (10) (24) 26 

(689) (392) (10) 331 (760) 

Hedging costs: (2) (24) - 21 (5) 

Tax effect 148 103 2 (70) 183 

Total (544) (313) (8) 282 (583) 

Millions of Euros 01.01.2019 
Change in 

fair value 
and other 

Allocation to 
the values of 

hedged 
assets 

Amounts 
allocated to 

income 
30.06.2019 

Valuation adjustments of 
equity-accounted investees 2 - - - 2 
(net of tax): 

Cash flow hedges: 

Interest rate swaps (360) (229) - 28 (561) 

Collars (6) (1) - -
(7) 

Commodities derivatives 229 (395) - 134 (32) 

Currency forwards 92 (8) (5) (10) 69 

(45) (633) (5) 152 (531) 

Hedging costs: 3 (19) - 17 1 

Tax effect: 8 152 1 (35) 126 

Total (32) (500) (4) 134 (402) 

Treasury  shares  

The IBERDROLA Group carries out purchase and sale transactions of treasury shares in 
accordance with the prevailing law and the resolutions adopted by the shareholders at their 
General Meeting. Such transactions include purchases and sales of both Company’s shares and 
derivatives. 
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At 30 June 2020 and 31 December 2019, the balances of the different instruments were as 
follows: 

30.06.2020 31.12.2019 

No. of shares 
Millions of 

Euros 
No. of shares 

Millions of 
Euros 

Treasury shares held by IBERDROLA 222,316,723 1,996 24,376,375 218 

Treasury shares held by SCOTTISH POWER 872,784 8 913,719 8 

Total return swaps 8,067,520 53 11,949,623 78 

Accumulators (exercised shares) 1,285,716 11 63,395,734 530 

Accumulators (potential shares) 15,583,740 126 70,058,270 602 

Sold puts 26,100,000 259 - -

Total 274,226,483 2,453 170,693,721 1,436 

Physically settled derivatives 

The IBERDROLA Group recognises these transactions directly in equity under “Treasury shares” 
and liabilities for those shares’ purchase obligation, which is registered in “Current financial 
liabilities - Loans and borrowings and obligations or other securities” and “Non-current financial 
liabilities - Loans and borrowings and obligations or other securities” of the Consolidated 
statement of financial position (Note 14). 

 Total return swaps 

The IBERDROLA Group has arranged swaps on treasury shares with the following features: 
during the life of the contract it will pay the financial entity 3-month Euribor plus a spread on the 
notional and will receive the dividends corresponding to the shares paid out to the financial entity. 
On the expiration date IBERDROLA will buy the shares at the strike price set out in the contract. 

The characteristics of these contracts at 30 June 2020 and 31 December 2019 are as follows: 

Total  8,067,520     53  

3-month  Euribor  +  
0.30%  

Total  return  swap  1,814,290  6.1880  24/07/2020  11  

3-month  Euribor  +  
0.30%  

Total  return  swap  6,253,230  6.6599  25/07/2020  42  

Millions  of  
Euros  

30.06.2020  No.  of  shares   Strike  price  Maturity  date  Interest  rate  

Total  11,949,623     78  

 

3-month  Euribor  +  
0.30%  

Total  return  swap  5,810,088  6.1880  24/07/2020  36  

3-month  Euribor  +  
0.30%  

Total  return  swap  6,139,535  6.7830  25/07/2020  42  

Millions  of  
Euros  

31.12.2019  No.  of  shares   Strike  price  Maturity  date  Interest  rate  

 Treasury share accumulators 

The IBERDROLA Group holds several purchase accumulators on treasury shares. These 
accumulators are obligations to buy in the future, with a notional amount of zero on the start date. 
The number of shares to be accumulated depends on the market price quoted on a range of 
observation dates throughout the life of the options – in this case, on a daily basis. A strike price 
is set, and a knockout level above which the structured product is “knocked out” and shares are 
no longer accumulated. 

www.iberdrola.com 

www.iberdrola.com


 

 

      

                 
 

                  
      

              

                

 

    
    

  
     

         

         

                 
                    

  

 

     

              
                 

 

    

               
      

              

    

    

               
               

                   
             

        

 

30 

The accumulation mechanism is as follows: 

− when the spot price is below the strike price, two units of the underlying security are 
accumulated; 

− when the spot price is between the strike price and the knock-out level, only one unit of 
the underlying security is accumulated; and 

− when the spot price is above the knock-out level, no shares are accumulated. 

The characteristics of these contracts at 30 June 2020 and 31 December 2019 are as follows: 

Average  price  of  the  
period   

30.06.2020  No.  of  shares  Maturity  date  Millions  of  Euros  

Exercised  shares   1,285,716  8.7861  30/08/2021  - 15/11/2021  11  

Potential  maximum  (1)  15,583,740  8.1103  30/08/2021  - 15/11/2021  126  

31.12.2019 No. of shares 
Average price of the 

period 
Maturity date Millions of Euros 

Exercised shares 63,395,734 8.3656 07/02/2020 - 11/06/2020 530 

Potential maximum (1) 70,058,270 8.5994 07/02/2020 - 11/06/2020 602 

(1) Maximum number of additional shares that could be accumulated according to the described mechanism until the 
maturity of the structures (assuming that the cash price during the remaining life of the structure is always below the 
strike price). 

 Physically settled written puts 

The IBERDROLA Group has sold put options over treasury shares granting the counterparty the 
option to sell those shares at the maturity date at the price set in the agreement. 

Average  Price  of  the  
period   

30.06.2020  No.  of  shares  Maturity  date  Millions  of  Euros   

Put  option  26,100,000  9.9086   31/07/2020  - 29/01/2021  259   

12. LONG-TERM COMPENSATION PLANS 

These plans are described in Note 21 of the Consolidated annual accounts corresponding to the 
year ended 31 December 2019. 

The main changes in the six-month period ended 30 June 2020 are described below: 

Long-term share compensation plans 

2017-2019 Strategic Bonus Programme 

On 1 April 2020 the Board of Directors, on the recommendation of the Remuneration Committee, 
decided to pay the Strategic Bonus 2017-2019 upon determining that 100% of the objectives had 
been met. By virtue thereof, in the first half of 2020 the first of the three annual settlements has 
been made, amounting to 3,934,051 shares. These shares included those delivered to executive 
directors and senior management (Notes 20 and 22). 
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AVANGRID long-term incentive plan 2016-2019 

On 19 February 2020 the Board of Directors of AVANGRID, on the recommendation of the 
Remuneration Committee, decided to pay the Long-term incentive plan 2016-2019 upon 
determining that 17.4% of the targets had been met. By virtue thereof, in the first half of 2020 the 
first of the three annual settlements has been made, amounting to 68,586 shares. 

Long-term cash compensation plans 

NEONERGIA long-term incentive plan 2018-2019 

On 17 February 2020 the Board of Directors of NEOENERGIA, on the recommendation of the 
Remuneration Committee, decided to pay the Long-term incentive plan 2018-2019 upon 
determining that 97.64% of the targets had been met. By virtue thereof, in the first half of 2020 
the first of the three annual settlements has been made, delivering Euros 4 million. 

13. LITIGATION PAYMENTS 

In the six-month periods ended 30 June 2020 and 2019, the amounts paid for litigation amounted 
to Euros 31 and 22 million, respectively. 

14. LOANS AND BORROWINGS AND OBLIGATIONS OR OTHER SECURITIES 

The breakdown of this heading at 30 June 2020 and 31 December 2019 is as follows: 

Millions of Euros 30.06.2020 31.12.2019 

In Euros 

Obligations and bonds 13,075 13,126 

Promissory notes 2,458 2,216 

Loans 2,536 2,813 

Other financing transactions 2,807 3,246 

Unpaid accrued interest 139 208 

Total 21,015 21,609 

In Foreign currency 

US dollars 9,183 8,497 

Pounds sterling 3,488 3,639 

Brazilian reals 4,706 4,948 

Other 34 42 

Unpaid accrued interest 192 191 

Total 17,603 17,317 

Total 38,618 38,926 
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The financing transactions carried out by the IBERDROLA Group in the six-month period ended 
30 June 2020 are described below: 

Lessor Transaction Million Currency Interest rate Maturity 
First quarter 

Itabapoana 
Public infrastructures 
green bond 

300 BRL IPCA+4.5% Feb-45 

Iberdrola Finanzas Private bond 160 EUR 1.621% Nov-29 

Celpe (1) Loan 4131 62.5 USD - Jan-25 

Celpe (1) Loan 4131 52 USD - Mar-25 

Coelba (1) Loan 4131 62.5 USD - Feb-25 

Coelba (1) Loan 4131 52 USD - Mar-25 

Jalapão (3) BNDES loan 778 BRL - Nov-43 

Second quarter 

Elektro Redes Public bond 260 BRL TJLP+1.9% May-22 

Iberdrola Finanzas Public green bond 750 EUR 0.875% Jun-25 

Avangrid Public green bond 750 USD 3.2% Apr-25 

Iberdrola International Structured public bond 200 EUR - Nov-22 

NY State Electric & Gas Tax exemption bond 65 USD 1.4% July-26 

NY State Electric & Gas Tax exemption bond 34 USD 1.53% Dec-27 

NY State Electric & Gas Tax exemption bond 37.5 USD 1.61% Feb-29 

NY State Electric & Gas Tax exemption bond 63.5 USD 1.61% Jun-29 

Berkshire Gas Company (3) Private bond 25 USD 3.68% Sep-50 

Coelba (1) Loan 4131 3,858 JPY - Jun-21 

Celpe (1) Loan 4131 80 USD - Jun-25 

Iberdrola Financiación (2) Bilateral loan 50 EUR - Apr-22 

Celpe Bilateral loan 100 BRL - Jun-21 

Avangrid 
Sustainable syndicated 
loan 

500 USD - Jun-22 

Iberdrola Financiación (1) Bilateral credit line 23,528 JPY - Apr-22 

Iberdrola Financiación (2) Bilateral credit line 200 EUR - Apr-22 

Iberdrola Financiación (2) Bilateral credit line 200 EUR - Apr-22 

(1) Currency swap contracts to the company’s operating currency. 

(2) With option to extend 6 months + 6 months. 

(3) Finance expected to be drawn in 2020/2021. 

Moreover, details of existing financing extensions in the period ended 30 June 2020, are as 
follows: 

Lessor Transaction Million Currency 
Extension 

option 
Maturity 

Iberdrola 
Sustainable syndicated 
loan (1) 2,979 EUR - Feb-25 

Iberdrola 
Sustainable syndicated 
loan (1) 2,321 EUR - Feb-25 

Iberdrola Financiación 
Sustainable syndicated 
loan 

1,500 EUR 1 year mar-25 

(1) 2nd option to extend for a year the two syndicated loans novated in January 2018 in the amount of Euros 5,300 
million. 

At the reporting date, neither IBERDROLA nor any of its relevant Group subsidiaries were in 
breach of their financial commitments or any kind of obligation that could trigger the early 
redemption of their financial undertakings or a change in the classification of current and non-
current debt described in the Consolidated statement of financial position. 

www.iberdrola.com 

www.iberdrola.com


 

 

               
               

             
             

    

              
              

               
    

    

   

       

     

   

   

     

   

       

                
                 

               
               

        

             

      
 
 

 

       

       

      

        

      

      

       

 

  

33 

For the second half of 2020, the IBERDROLA Group expects to face the established ordinary 
investment program with the cash flow generated from its operations and the access to bank 
financial markets, to capital markets and to supranational moneylenders (such as the European 
Investment Bank-EIB), even though the Group has enough available treasury, credits and loans 
to meet these investments. 

At 30 June 2020, the IBERDROLA Group had undrawn granted loans and credit facilities 
amounting to Euros 11,441 million. The breakdown below shows maturities of the liquidity position 
at 30 June 2020, considering the balance of “Cash and cash equivalents” in the Consolidated 
statement of financial position: 

Millions of Euros Available 

Available maturity 

2020 - First half of 2021 339 

Second half of 2021-2022 1,150 

2023 onwards 9,952 

Total 11,441 

Cash and cash equivalents 2,320 

Liquidity position 13,761 

15. PROVISIONS FOR PENSIONS AND SIMILAR OBLIGATIONS 

As a result of new actuarial valuations carried out due to the economic uncertainty associated to 
COVID-19 (Note 3), it should be noted that there are no significant impacts in the provisions for 
pensions and similar commitments, with the exception of the United States. The increase in 
provisions for defined pension plans in the United States has been Euros 277 million compared 
to the close at 31 December 2019. 

Changes in obligations for pension commitments in the United States are as follows: 

Millions of Euros ARHI UIL 
AVANGRID 

NETWORKS 
TOTAL 

Balance at 31.12.2019 64 1,129 2,531 3,724 

Ordinary cost - 7 17 24 

Finance cost 1 18 36 55 

Actuarial deviations in reserves 3 82 188 273 

Payments (2) (33) (71) (106) 

Translation differences - (6) (13) (19) 

Balance at 30.06.2020 66 1,197 2,688 3,951 
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Changes in the fair value of United States’ plan assets are as follows: 

Millions of Euros ARHI UIL 
AVANGRID 

NETWORKS 
TOTAL 

Fair value at 31.12.2019 35 715 1,943 2,693 

Revaluation 1 12 28 41 

Actuarial gains and losses to reserves - (15) 3 (12) 

Company contributions 2 21 15 38 

Payments (2) (33) (71) (106) 

Translation differences (1) (3) (7) (11) 

Fair value at 30.06.2020 35 697 1,911 2,643 

The breakdown of the main assumptions used at 30 June 2020 that have been modified with 
regard to those used in the previous year’s actuarial studies, is as follows: 

30 June 2020 Discount rate Inflation 

United States 

ARHI 2.50% 2.00% 

UIL 2.62% 2.00% 

AVANGRID NETWORKS 2.25% 2.00% 

31 December 2019 Discount rate Inflation 

United States 

ARHI 3.10% 2.00% 

UIL 3.19% 2.00% 

AVANGRID NETWORKS 2.93% 2.00% 

The sensitivity at 30 June 2020 of the present value of the obligation of these commitments to the 
modified variables’ variation is as follows: 

Increase/decrease Millions of Euros 

Discount rate (basis points) 

10 (46) 

(10) 46 

Inflation (basis points) 

10 5 

(10) (5) 

Category of assets 

It has been revised that, for pension commitments with related assets, there are no variations in 
any countries in the strategic distribution of the main category assets (variable income, fixed 
income, cash - other means and other). 

The assets associated with these plans include neither financial instruments issued by the 
IBERDROLA Group nor tangible or intangible assets. 

Moreover, the level of liquidity of assets related to pension plans has been revised and there have 
been no significant changes since the close at 31 December 2019. 

www.iberdrola.com 

www.iberdrola.com


 

  
   

 

  

                        
     

 

 Millions  of  Euros  Liberalised  Renewables  Networks   
 
 
 
 

 
    

 
 

     
 
 

 
 

    
 
 

  

  
  

                     

                      

                      

  
   

 
 

                     

                      

                      

                       

   
 

                     

 
 

                     

                      

 

  

35 

16. REVENUE 

The changes in this heading of the Consolidated income statements for the six-month periods ended 30 June 2020 and 2019, by category and segment 
(Note 7) are as follows: 

30 June 2020 Spain 
United 

Kingdom 
Mexico Brazil IEI  Eliminations Total Spain 

United 
Kingdom 

United 
Mexico  

States 
Brazil IEI Total Spain 

United United  
States  Kingdom 

Brazil Total 

Other 
businesses, 
Corporation 

and 
adjustments 

Total 

Supplies in 
regulated markets 

685 - 550 - - - 1,235 317 - - - - - 317 968 690 2,099 2,064 5,821 (238) 7,135 

Electricity 685 - 550 - - - 1,235 317 - - - - - 317 968 690 1,416 2,064 5,138 (238) 6,452 

Gas - - - - - - - - - - - - - - - - 683 - 683 - 683 

Supplies and 
other income in 
non-regulated 
markets 

4,627 2,282 576 182 590 (237) 8,020 293 501 587 42 84 185 1,692 7 - 10 - 17 (893) 8,836 

Electricity 3,949 1,499 576 182 531 (205) 6,532 286 318 480 42 84 185 1,395 - - 10 - 10 (707) 7,230 

Gas 440 763 - - 46 (31) 1,218 - - - - - - - - - - - - 3 1,221 

Other 

Income  from  
construction  
agreements  

- - - - - - - - - - - - - - 1  - - 469  470  - 470  

238 20 - - 13 (1) 270 7 183 107 - - - 297 7 - - - 7 (189) 385 

Income from lease 
agreements 

- - - - - - - - - - - - - - - - - - - 9 9 

Commodities 
derivatives 

(75) 35 1 7 - (29) (61) (3) - - 12 2 17 28 - - - 50 50 - 17 

Total 5,237 2,317 1,127 189 590 (266) 9,194 607 501 587 54 86 202 2,037 976 690 2,109 2,583 6,358 (1,122) 16,467 
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Millions  of  Euros  

30 June 2019 Spain 
United 

Kingdom 
Mexico 

Liberalised  

Brazil IEI  Eliminations Total Spain 
United 

Kingdom 

Renewables  

United 
Mexico  

States 
Brazil IEI Total Spain 

Networks  

United United  
States  Kingdom 

Brazil Total 

Other 
businesses, 
Corporation 

and 
adjustments 

Total 

Supplies in 
regulated markets 

782 - 728 - - - 1,510 351 - - - - - 351 1,039 676 2,280 2,488 6,483 (345) 7,999 

Electricity 782 - 728 - - - 1,510 351 - - - - - 351 1,039 676 1,493 2,488 5,696 (345) 7,212 

Gas - - - - - - - - - - - - - - - - 787 - 787 - 787 

Supplies and 
other income in 
non-regulated 
markets 

5,590 2,415 453 274 559 (344) 8,947 351 348 508 47 107 187 1,548 17 - 11 - 28 (852) 9,671 

Electricity 4,380 1,567 453 274 543 (293) 6,924 350 196 457 47 107 185 1,342 - - 10 - 10 (805) 7,471 

Gas 969 837 - - 11 (51) 1,766 - - - - - - - - - - - - 3 1,769 

Other 241 11 - - 5 - 257 1 152 51 - - 2 206 17 - 1 - 18 (50) 431 

Income from 
construction 
agreements 

- - - - - - - - - - - - - - 5 - - 454 459 (2) 457 

Income from lease 
agreements 

- - - - - - - - - - - - - - - - - - - 15 15 

Commodities 
derivatives 

128 (2) (14) 8 - (5) 115 - - (15) 12 6 21 24 - - - - - - 139 

Total 6,500 2,413 1,167 282 559 (349) 10,572 702 348 493 59 113 208 1,923 1,061 676 2,291 2,942 6,970 (1,184) 18,281 
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17.  INCOME  TAX  

In accordance with IAS 34: “Interim financial reporting”, the income tax calculation in “Corporate income tax” 
in the Consolidated income statement for the six-month periods ended 30 June 2020 and 2019 is based on 
the best estimate of the expected tax rate for the corresponding periods. 

Effective from 1 January 2020, Iberdrola S.A., the parent company of the two Tax consolidation groups in 
Spain, is subject to corporate income tax under the special tax rules applicable to the region of Biscay. 
Thereafter, it is included in Tax Group 02415BSC in said special tax region. 

The breakdown of the Income tax expense’s calculation for the six-month periods ended 30 June 2020 and 
2019 is as follows: 

Millions of Euros 30.06.2020 30.06.2019 

Consolidated profit from continuing operations before tax 2,770 2,404 

Consolidated profit from discontinued operations before tax (1) (28) 

Consolidated profit before tax 2,769 2,376 

Non-deductible expenses and non-computable income (744) (91) 

Profit of equity-accounted investees 10 (11) 

Adjusted accounting profit (a) 2,035 2,274 

Gross tax calculated at the tax rate in force in each country (b) 506 565 

Tax credits and deductions due to reinvestment of extraordinary profits and other 
tax credits (c) 

(62) (49) 

Adjustment of prior years’ income tax expense 37 (4) 

Adjustment of deferred tax assets and liabilities (1) 298 26 

Other (1) 5 

Accrued income tax (Income) / Expense 778 543 

Accrued income tax from continuing operations (Income) / Expense 780 545 

Accrued income tax from discontinued operations (Income) / Expense (2) (2) 

Effective tax rate (b+c)/a 21.82% 22.69% 

(1) In 2020 it mainly corresponds to the increase of tax rates, from 17% to 19%, applicable in the United Kingdom (Euros 157 
million) and the impacts resulting from the devaluation of the US dollar exchange rate compared to the Mexican Peso when 
determining certain differences between the tax value and the carrying amount of the assets and liabilities of the Group’s 
Mexican subsidiaries, whose operating currency is the US dollar, and the currency used for tax purposes is the Mexican Peso 
(Euros 93 million) 

All Group actions have been analysed by its internal and external advisors, both for this year and for 
preceding years, and they have determined that these actions have been carried out in accordance with the 
Law and are based on reasonable interpretations of tax law. The occurrence of contingent liabilities has also 
been subject to analysis. The Group’s overall applied criteria is to recognise provisions for tax litigation when 
the risk of potential unfavourable decisions for the Group is probable, whereas no recognition is required 
when the risk is possible or remote. 

Tax inspections underway at the reporting date for the six-month period ended 30 June 2020 depend on the 
tax law applicable in each country, but no material impacts arising therefrom not included in these financial 
statements are expected. 

In Spain, in June 2020 the State Tax Administration Office has initiated general investigation actions against 
IBERDROLA and its Tax group for the years 2015-2017 and partial investigation actions on certain aspects 
for the Corporate Income Tax for the years 2012-2014. 

www.iberdrola.com 

www.iberdrola.com


 

 
    

               
    

                  
                  

               
               

               
               

                 
              

                
  

                 
               

                 
 

                  
                

               

               
                 

  

             

                
                 

                     
                

                    
                 

           

                
                 

                  
                 

             

                  
               

                
             

38 

In the other countries there are many inspections underway, and no relevant adverse aspects deriving 
therefrom are expected. 

In terms of litigation, in Spain, the Group was awaiting the decision of the Central Economic Administrative 
Court for the complaints lodged as a result of contested reports signed as part of the general verification 
process for the years 2008-2011. Regarding the Corporate Tax Income, the main disputed adjustments arise 
from the elimination of the exemption applicable to dividends received, as the taxation authorities consider 
that this exemption is incompatible with valuation adjustments for net investment hedges, differences in tax 
consolidation criteria and the possible existence of circumstances established in Article 15.1 of the General 
Tax Law in a debtor-swap operation in a number of bond issues. These decisions were notified to 
IBERDROLA in June, and practically all contentions have been dismissed. Against said decisions, relevant 
contentious-administrative appeals have been filed before the Audiencia Nacional in due time and form on 7 
July 2020. 

At the same time, also in June 2020, the Central Economic Administrative Court ruled in favour of 
IBERDROLA regarding the complaint against the contested tax inspection reports signed within the scope of 
the general inspection of the years 2008-2011, regarding VAT for the years 2010 and 2011, annulling said 
reports. 

As a general rule, no significant tax litigation is currently underway in the other jurisdictions where the Group 
operates, except in Brazil, where there is a large number of litigation and administrative and judicial 
proceedings underway. The Group considers that it is probable to obtain a favourable final decision. 

IBERDROLA Group's directors and their tax consultants consider that the current inspection process will not 
give rise to additional liabilities of significance for the IBERDROLA Group to those already recognised at 31 
December 2019. 

Update of financial goodwill (section 12.5 of the revised Corporate income tax Act) 

No significant changes have taken place during this period. From the perspective of the Spanish authorities, 
an aid retrieval procedure was initiated by virtue of the General Tax Act, recovering from the IBERDROLA 
Group the amount of Euros of 665 million (Euros 576 million as tax base and Euros 89 million as late accrued 
interests) by virtue of article 12.5 of Revised Spanish Corporate Income Tax Law (TRLIS). IBERDROLA paid 
the required amount by (i) using Euros 363 million of the 2016 income tax rebate, and (ii) paying Euros 302 
million in February 2018. All of the above, on the understanding of the Administration, in this case, 
IBERDROLA was affected by the Third Decision of the European Commission. 

The amount paid has been recognised in “Current tax assets” in non-current assets of the Consolidated 
statements of financial position at 30 June 2020 and 31 December 2019. The assets show the recoverable 
amount from the Administration for corporate income tax in so far as, in the view of IBERDROLA, the 
payments made are higher than the current tax whose recoverability is considered to be probable, subject to 
the final outcome of the appeals submitted against the three European Commission decisions. 

Moreover, the application of the incentive provided in article 12.5 of the TRLIS resulted in a taxable temporary 
difference and subsequently deferred tax liabilities were recognised. Therefore, in the event the outcome is 
contrary to the Company’s interests (a circumstance which is not considered to be probable in accordance 
with the currently available information), the impact on equity would by substantially mitigated. 

www.iberdrola.com 

www.iberdrola.com


 

 
    

                
                 

              
              

                     
          

              
               

               
                

               
                 

         

                  
                   

                    
               
                  

      

               
               

  

             
             

               
             

              
            

                
                 

  

 

 

 

 

39 

18.  IMPAIRMENT  CHARGES  AND  REVERSALS  OF  ASSETS  

As stated in the Consolidated annual accounts for 2019, the IBERDROLA Group analyses, at least yearly, 
its assets for indications of impairment. If such indications are found, an impairment test is conducted. In 
addition, the IBERDROLA Group conducts a systematic analysis of the impairment of cash-generating units 
that include goodwill or intangible assets in progress or with an indefinite useful life. 

The recoverable amount is the higher of the asset’s fair value less costs to sell and its value in use, measured 
as the present value of its estimated future cash flows. 

Coronavirus (COVID-19) health crisis and the containment measures applied by the different countries have 
caused a temporary general disruption in the worldwide economy and in the businesses’ normal performance 
during the first-six-month period of 2020 (Note 3). However, considering the information available at the 
reporting date of these Consolidated financial statements, it is considered said effects will have a limited 
temporary scope and the subsequent economic recovery will allow businesses to return to previous levels. 
Therefore, it is not expected they will have a significant negative impact on long-term business plans prepared 
in 2019 and on the recoverable value of assets. 

As a result of the analysis carried out in 2019, the cash-generating unit corresponding to Electricity and gas 
retail in the United Kingdom had a value in use close to its carrying amount. Therefore, any negative variation 
in the key assumptions applied in the business plan would imply that the value in use was lower than carrying 
amount. The monitoring of these key assumptions shows the underlying normal performance of the business 
(isolating the impact of COVID-19) during the first six-month period of 2020, as foreseen in the business plan, 
without significantly affecting long-term projections. 

Taking into consideration the above, following a revision of the impairment indicators of the different cash-
generating units (or groups of cash-generating units), it is not considered necessary to recognise any 
additional impairment. 

"Amortisation, depreciation and provisions" in the Consolidated income statement for the six-month period 
ended on 30 June 2019 includes Euros 7 million in provisions for impairment. 

19.  CONTINGENT  ASSETS  AND  LIABILITIES  

The IBERDROLA Group companies are involved in in-court and out-of-court disputes arising in the ordinary 
course of their business (disputes with suppliers, clients, administrative or tax authorities, individuals, 
environmental activists or employees). The IBERDROLA Group's legal advisors believe that the outcome of 
these disputes will not have a material impact on its equity-financial position. 

In relation to said disputes, IBERDROLA Group’s main contingent assets and liabilities yet to be recognised 
in these Consolidated financial statements as they do not meet the criteria set in accounting standards are 
the following: 
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Contingent liabilities 

− On 16 June 2014 the CNMC initiated penalty proceedings against IBERDROLA GENERACIÓN ESPAÑA 
for purported fraudulent manipulation aimed at altering energy prices at the hydroelectric generation 
plants of the Duero, Tagus and Sil in December 2013. On 30 November 2015 the Company was notified 
of the Euros 25 million penalty. IBERDROLA GENERACIÓN ESPAÑA lodged an appeal for a judicial 
review with the Judicial Review Chamber of the National High Court, was given leave to proceed, and 
enforcement of the penalty was stayed. The procedure is currently on hold pending separate rulings. 

− Complaints lodged in 2016 by the Group before the Central Economic-Administrative Court for contested 
tax inspection reports correspond to the years 2008-2011. The main controversies arose from the 
elimination of the exemption applicable to dividends received as the Tax Agency considers that this 
exemption is incompatible with valuation adjustments for net investment hedges, differences in tax 
consolidation criteria and the possible existence of circumstances established in Article 15.1 of Spain's 
General Tax Law in a debtor-swap operation in a number of bond issues. These decisions were notified 
to IBERDROLA in June, and practically all contentions have been dismissed. The relevant contentious-
administrative appeals were filed against said decisions before the Audiencia Nacional in due time and 
form on 7 July 2020. 

− IBERDROLA INGENIERÍA’s subsidiary company in the United States (Iberdrola Energy Projects - IEP) 
maintains an arbitration against one of its clients before the International Centre for Dispute Resolution 
(ICDR) lof the American Arbitration Association (AAA) due to the undue termination of a contract and 
other claims. Moreover, said client is claiming certain amounts resulting from delay penalties and other 
damages to IEP. Currently the proceeding is at the documentation presentation stage. The hearing will 
be in the first quarter of 2021. 

In February 2019 the client of this project executed the guarantee for 100% of its value (US dollar 141 
million). The amount paid has been recognised in “Trade receivables and other non-current assets” in 
the Consolidated statement of financial position at 30 June 2020 because it is considered probable that 
the amount from the counterparty will be recovered in the event the outcome is favourable, or will be 
offset against the amount to be paid, in the event of an unfavourable outcome. 

− IBERDROLA INGENIERÍA’s partner in the supply of certain electrical services for the combined cycle 
project in Lichterfelde in Berlin filed a claim, updated in May 2019, for extension costs and direct costs 
incurred due to delays and interferences attributable to IBERDROLA INGENIERÍA. Said claim has been 
rejected by IBERDROLA INGENIERÍA due to the lack of grounds in the consortium agreement and the 
lack of supporting evidence. 

− The ACE (Portuguese economic interest association) consisting of the companies Acciona-Mota and 
Edivisa, has filed a demand for arbitration against Iberdrola Generación before the Trade Arbitration 
Centre of Lisbon (arbitration body set for this purposes under the contract), with regard to the agreement 
to execute the dam and the hydroelectric power station in Alto Támega. They are claiming Euros 30 
million. This claim is based on the fact that they do not consider themselves responsible for the extra 
costs incurred due to deviations in the works carried out (it is calculated they should be around Euros 22 
million). They also consider that they are not responsible for the delays that have been taking place and 
that, as a result, Iberdrola does not have any right to impose the penalties observed in the contract. 
Moreover, they believe such claim should be declared null, due to lack of grounds, the termination the 
construction contract and they are claiming damages derived from said termination. Only the petition for 
arbitration has been filed, so the arbitration proceedings is still at a very early stage. Iberdrola, on the 
other hand, is assessing whether to file a counter-claim at the relevant time. 
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− Various labour, civil and tax claims are ongoing against several companies of the NEOENERGIA Group 
in Brazil as a result of daily operations. The IBERDROLA Group considers that the risk of potential losses 
at such companies has been assessed in line with the opinions of the authorities and the external tax 
advisers, and the relevant provisions have been made based on the likelihood of loss as per the available 
evidence, the position of courts and the most recent case law precedent. 

Labour complaints were filed by former personnel of NEOENERGIA Group companies or by former 
subcontractors as regards additional working hours, equitable salaries and other employment rights. Civil 
cases refer to commercial and damages actions initiated to claim material or moral damages, arbitrations 
related to engineering contracts, energy and environmental actions. 

Among the tax claims are infraction notices due to the following: 

 the non-deductibility of amortised and depreciated goodwill expense (agio) in the calculation 
basis of income tax (both in legal persons income tax (IRPJ) and social contribution tax (CSL)) 
applicable to the subsidiaries Celpe, Coelba, Cosern, Itapebi and Termopernambuco; 

 failure to make income tax withholdings on interest payment on treasury capital between group 
companies; 

 questioning of tax credits related to consumption tax (ICMS) in Celpe and Elektro; 

 the tax authorities considering that payments for subsidiary company revenue, social benefits, 
health insurance and life insurance should be recognised as social security expenses; 

 the offsetting by Neoenergia of balances in its favour due to wrongly applying PIS/COFINS to 
finance income, under a favourable resolution, which has been contested; 

 questioning federal taxes - IRPJ and CSL for the years 2014 and 2015 in Elektro; and 

 questioning of the municipality where to pay taxes for the public lighting system (COSIP), which 
argues that Coelba would have paid a lower amount in the period from January 2018 to 
December 2019. 

As regards regulatory actions, the distribution companies Coelba, Celpe, Cosern and Elektro are involved 
in similar proceedings, among which the following should be highlighted: (I) procedure to calculate 
individual and collective technical service continuity indicators; (ii) trade matters; (iii) financial 
compensations and recovery of global indicators; (iv) matters related to collections and legality of rate 
items or guides, and (v) matters related to the legality of administrative actions imposed by ANEEL. 
Among said actions, the following are noted: 

 Elektro’s Social Energy Tariff (Low Rent), for which the Consumers Association intends to 
increase the number of eligible customers from 2002 to 2010, imposing on ANEEL and Elektro 
the obligation to restore tariff differences, which should be financed, eventually, by the CDE 
sector fund; 

 The free or onerous use of rights in roads for the electricity grid, whose merit is being discussed 
in a leading case in the Supreme Court (STF). 

 Several matters regarding over or undersubscription of energy, under administrative discussion; 
and 
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 The possibility of ANEEL including for the rate tax income resulting from favourable outcome 
from court disputes regarding the exclusion of the ICMS tax from the federal contributions 
calculation base PIS and COFINS. Matter under discussion from an administrative perspective. 

− Complaint of the California Public Utilities Commission: In 2002, the California Public Utilities 
Commission and the California Electricity Oversight Board (CPUC and CEOB, respectively) submitted a 
claim to the Federal Energy Regulatory Commission (FERC) against a number of electricity producers, 
alleging that these companies had manipulated the market and that the prices set in energy purchase 
contracts were "unfair and unreasonable", and demanded modifications to the contracts. 

FERC dismissed the claim and, following a review by the Californian courts, the Supreme Court ordered 
FERC to review the case, which had remained dormant since 2008. In April 2016, following the reopening 
of the 2014 case, an initial ruling was issued that dismissed any market manipulation by Avangrid 
Renewables, but the initial ruling did conclude that price of the energy purchase contracts imposed an 
excessive burden on customers in the amount of Pound sterling 259 million. FERC recommended filing 
the case without sanction. Following these proceedings, FERC is expected to issue a final ruling in 2020 
and its decision may be appealed in the courts. The IBERDROLA Group expects that the case will 
eventually be shelved without any penalty. 

− PNE Energy Supply LLC vs. Eversource Energy and Avangrid, Inc.: Class Action regarding LDC Gas 
Transportation Service on Algonquin Gas Transmission (AGT), presented on 10 August 2018. Plaintiff 
filed a civil antitrust action, on behalf of itself and those similarly situated, against the Company and 
Eversource alleging that their respective gas subsidiaries illegally manipulated the supply of pipeline 
capacity in the “secondary capacity market” in order to artificially inflate New England natural gas and 
electricity prices. On 7 June 2029, the Court dismissed the complaint. Said decision has been appealed 
by the claimants before the Court of Appeal of the First Circuit in the United States and is still pending. 

− On 1 May 2018, ARHI closed the transaction for the sale of the gas storage business to Amphora Gas 
Storage USA, LLC. On 30 October 2019, ARHI received a compensation complaint from Amphora Gas 
Storage USA, LLC for an amount of approximately US dollar 20 million for, among others, certain 
infractions related to land occupation, health and safety requirements, and the situation and sufficiency 
of assets, and a complaint from a third party due to intellectual property rights infringement. In accordance 
with the terms and conditions of the purchase agreement, the total aggregate amount for which AHRI 
could be liable to compensation (due to matters other than the fundamental statements, tax matters and 
fraud complaint) may not exceed 15% of purchase price. This represents approximately US dollar 10 
million. The company cannot foresee the outcome of this matter. 

Additionally, as part of the ordinary business of IBERDROLA Group, the following contingent liabilities have 
arisen: 

− US gas companies own, or have owned, the land where they operated the gas manufacturing plants. 
Said land was polluted as a result of these activities. In some cases, the soil has been cleaned. In other 
cases, the soil has been assessed and identified, but has not yet been cleaned. Lastly, in some cases, 
the extent of the pollution has not yet been determined. For the last group, at 30 June 2020 no provisions 
had been recognised because the reasonable cost of the regulators intervention and approval cannot be 
estimated. In the past, gas companies have received the approval to recover through tariffs the expenses 
associated with the decontamination done to customers and expects to recover cleaning expenses for 
the remaining soil. 
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Contingent assets 

− AVANGRID initiated legal proceedings against the former owners of certain sites in order to recover the 
costs of environmental restoration work it was forced to pay. 

The IBERDROLA Group's appeals on regulatory issues were submitted in opposition to general provisions 
of an indefinite amount, affecting the regulatory and remuneration framework of the companies. Therefore, 
they concern regulatory dispositions that were in force at the time of appeal. 

IBERDROLA Group's assets are not at risk with respect to the appeals submitted against general energy 
stipulations because the economic effects of the stipulations challenged apply when they come into force. 
An estimate of the appeals submitted by third parties has a limited economic scope, as this would force 
amendments to the regulatory framework and possible refunds. 

As regards legal proceedings instigated by third parties that may affect the remuneration and equity of the 
IBERDROLA Group, no significant appeals have been lodged. 

The contingent assets and liabilities at 31 December 2019 are described in the IBERDROLA Group’s 
Consolidated annual accounts for said year. 

20.  REMUNERATION  RECEIVED  BY  THE  BOARD  OF  DIRECTORS  AND  SENIOR  MANAGEMENT  

Details of the remuneration received by the Board of Directors and senior management for the six-month 
periods ended 30 June 2020 and 2019 are as follows: 

A)       Remuneration  to  the  Board  of  Directors  

Details of the remuneration received by the directors in the six-month periods ended 30 June 2020 and 2019 
are as follows: 

Millions of Euros 30.06.2020 30.06.2019 

Remuneration for belonging to the Board and/or to Board Committees 2.8 2.8 

Fixed remuneration executives 1.6 1.6 

Variable remuneration executives 4.3 4.3 

Other items (1) 0.2 0.2 

Total 8.9 8.9 

(1) This amount includes remuneration to Board members who have performed director duties in companies that are not wholly 
owned, directly or indirectly, by the Company and totals Euros 0.16 million in the first half of 2020 and Euros 0.151 million in the 
first half of 2019. 

Additionally, in the first half of 2020 the first of the three annual payments of the Strategic Bonus 2017-2019 
was made, amounting 733,333 shares. Moreover, in the first half of 2019 the third and last annual payment 
of the Strategic Bonus 2014-2016 was made, amounting 631,528 shares. 

b)      Remuneration  to  senior  management  

Senior managers are those who answer directly to the Company's Board of Directors, chairman and chief 
executive officer and, in any cases, the Internal audit director, and any other executive recognised as senior 
manager. 

As of 30 June 2020, 9 members form the senior management. 
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Details of remuneration and other benefits received by senior management in the six-month periods ended 
30 June 2020 and 2019 are as follows: 

Millions of Euros 30.06.2020 30.06.2019 

Fixed remuneration 2.3 2.5 
Variable remuneration 5.7 5.2 
Social benefit plans (savings and risk) 1.2 1.2 

Other items (1) 0.7 0.7 

Total 9.9 9.6 

(1) This amount includes remuneration to senior executives who have performed director duties in companies that are not wholly 
owned, directly or indirectly, by the Company and totals Euros 0.49 million in the first half of 2020 compared to Euros 0.54 million 
in the first half of 2019. 

Additionally, in the first half of 2020, the first of the three annual payments of the Strategic Bonus 2017-2019 
was made, amounting 533,329 shares and in the first half of 2019 the third and last annual payment of the 
Strategic Bonus 2014-2016 was made, amounting 418,340 shares. 

Moreover, during the first half of 2020 and 2019 there were no other transactions with executives outside the 
ordinary course of business. 

21.  RELATED  PARTY  TRANSACTIONS  AND  BALANCES  

The transactions detailed below are specific to the ordinary business activity and have been carried out on 
an arm’s-length basis. 

The most significant related party transactions in the six-month periods ended 30 June 2020 and 2019 are 
as follows: 

Six-month  period  ended  30.06.2020  

Millions of Euros 
Significant 

shareholders (1) 
Directors and 
executives (2) 

People, 
companies or 
group entities 

Other related 
parties 

Total 

Expenses and income 

Purchases - - 110 (5) - 110 

Total expenses - - 110 - 110 

Services rendered - - 4 - 4 

Sales - - 14 - 14 

Total income - - 18 - 18 

Other transactions 

Purchase of tangible, intangible and 
other assets 

- - 3 - 3 

Dividends and other distributed profit 
(3) 96 - - - 96 
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Six-month period ended on 30.06.2019 

Millions of Euros 
Significant 

shareholders (1) 
Directors and 
executives (2) 

People, 
companies or 
group entities 

Other related 
parties (4) Total 

Expenses and income 

Services received - - 1 16 17 

Purchases - - 133 (5) 2 135 

Total expenses - - 134 18 152 

Services rendered - - 1 - 1 

Sales - - 15 - 15 

Total income - - 16 - 16 

Other transactions 

Purchase of tangible, intangible and 
other assets 

- - - 119 119 

Dividends and other distributed profit 
(3) 3 - - - 3 

At 30 June 2020 and 2019 the balances with related parties are as follows: 

30  June  2020  

Millions of Euros 
Significant 

shareholders (1) 
Directors and 
executives (2) 

People, 
companies or 
group entities 

Other related 
parties 

Total 

Trade and other receivables - - 3 - 3 

Loans and borrowings, extended - - 29 - 29 

Other receivables - - 5 - 5 

Total receivables - - 37 - 37 

Trade and other payables - - 29 - 29 

Other payment obligations - - 70 - 70 

Total payables - - 99 - 99 

30 June 2019 

Millions of Euros 
Significant 

shareholders (1) 
Directors and 
executives (2) 

People, 
companies or 
group entities 

Other related 
parties(4) Total 

Trade and other receivables - - 2 1 3 

Loans and borrowings, extended - - 10 - 10 

Other receivables - - 6 2 8 

Total receivables - - 18 3 21 

Trade and other payables - - 35 86 121 

Other payment obligations - - 91 8 99 

Total payables - - 126 94 220 

(1) IBERDROLA considers related transactions to be those carried out by shareholders who exert significant influence on the 
Company’s financial and operating decisions. Significant influence is defined as having at least one member on the board of 
directors. 

This also applies to shareholders whose ownership interest in the Company enables them to exercise the system of proportional 
representation. 

At the reporting date of these Financial statements only Qatar Investments Authority meets this condition, so the amounts for 
the six-month period ended 30 June 2020 and 2019 reflect transactions with this shareholder. 

(2) Refers to transactions other than those in Note 20. 

(3) Amounts recorded as dividends and other benefits distributed in the first half of 2020 and 2019 correspond to the Iberdrola 
Flexible Remuneration (Retribución flexible) system and the AGM attendance premium received if applicable. 

(4) Until 2019, there were presented as transactions with other related parties carried out with Siemens-Gamesa Group, which has 
been sold (Note 6). 

(5) Correspond mainly to electricity purchases. 
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22.  SUBSEQUENT  EVENTS   

After 30 June 2020 and up to the date of authorization for issue of these Consolidated financial statements, 
the following significant subsequent events have occurred: 

Aalto Power, S.A.S. (Aalto Power) 

In April 2020 Iberdrola Renovables France, S.A.S., a fully-owned subsidiary of the IBERDROLA Group, 
signed an agreement to purchase 100% of the share capital of the French company Aalto Power and assign 
certain loans extended by the sellers to Aalto Power. Aalto Power owns onshore wind farms in France with 
a total installed capacity and in operation of 118 MW and a portfolio of another 636 MW of onshore wind farm 
projects at different stages of development. 

The consideration for the purchase of Aalto Power’s share capital and the assignment of loans to Aalto Power 
as provided in the purchase agreements totalled Euros 100.1 million. Following the compliance with the usual 
precedent conditions in this type of transactions, the transfer of control took place on 1 July. 

Infigen 

In June 2020 Iberdrola Renewables Australia Pty Ltd signed an agreement for the implementation of a bid 
for with Infigen Energy Limited and Infigen Energy RE Limited (jointly Infigen), by virtue of which it has been 
agreed to present a takeover bid for Australian Dollar 0.89, equivalent to approximately Euros 0.545, 
applicable to all the securities issued by Infigen, traded on Australia’s Stock Exchange. It represents an 
aggregate consideration of Australian Dollar 869.92 million, equivalent to approximately Euros 532.99 million 
for the total amount of Infigen’s share capital. 

Infigen owns onshore wind generation facilities with an installed capacity of 670 MW, with 268 MW in 
conventional generation assets and back up storage energy and an output of 246 MW of renewable capacity 
owned by third parties acquired by means of the energy sale purchase agreements, as well as a portfolio of 
wind and solar projects at different stages of development of a total capacity higher than1GW. 

At 30 June 2020 the IBERDROLA Group has not acquired any shares regarding the aforementioned takeover 
bid. Therefore, these Consolidated financial statements at 20 June 2020 do not reflect any accounting effects 
as a result of this transaction. 

On 16 July, Iberdrola Renewables Australia Pty Ltd. announced its waiver of its condition to acquire 50% of 
the total stapled securities of Infigen. As a result, it has become an unconditional offer and the Group has 
committed to buying all the stapled securities of Infigen when the offer is accepted. In this regard, at the date 
of issue of these Consolidated financial statements, the offer has been submitted over 4% of Infigen’s stapled 
securities. Furthermore, Iberdrola Renewables Australia Pty Ltd. holds an additional 20% by means of a 
contract signed with CIFF Capital UK LP and The Children’s Investment Master Fund. 

Capital reduction 

On 1 July 2020 it was resolved to carry out the share capital reduction approved at the Company’s General 
Shareholders’ Meeting held on 2 April 2020 under item eight on the agenda, by means of the redemption of 
treasury shares. 
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The characteristics of the capital reduction were the following: 

Registration in the Number of 
% Capital Nominal Euros 

Mercantile Registry shares 

Capital reduction 02 July 2020 3.31% (213,592,000) 0.75 (160,194,000) 

Following the share capital reduction, share capital stands at Euros 4,680,000,000 represented by 
6,240,000,000 shares of Euros 0.75 of nominal value each. 

Iberdrola flexible remuneration 

On 6 July 2020, the facts in relation to the implementation of the first scrip issue (Iberdrola flexible 
remuneration) approved at the IBERDROLA General Shareholders’ Meeting held on 2 April 2020, under item 
thirteen of the agenda, were determined as follows: 

− The maximum number of shares to be issued under the capital increase is 141,818,181. 

− The number of free allocation rights required to receive one new share is 44. 

− The maximum nominal value of the capital increase amounts to Euros 106,363,635.75 

− Gross interim dividend amount per share was Euros 0.232. 

Financing transactions 

Lessor Transaction Million Currency Maturity 

Iberdrola Financiación, S.A.U.(1) Green BEI loan 600 EUR Upon drawing 

Iberdrola Financiación, S.A.U. (1) Green ICO loan 200 EUR July-29 

Santa Luzia (1) BNDES loan 369 BRL July-44 

(1) Financing expected to be drawn in 2020/2021. 

The IBERDROLA Group’s liquidity position, taking into consideration the financing transactions executed 
after 30 June, totals Euros 14,626 million (Note 14). 

Strategic Bonus Programme 2020-2022 

By virtue of the Strategic Bonus Programme 2020-2022, approved at the General Shareholders’ Meeting 
held on 2 April 2020, at the proposal of the Remunerations Committee, the Board of Directors resolved to 
assign to Board members up to a maximum of 2,200,000 shares and to senior managers up to a maximum 
of 1,800,000 shares based on their performance in the period 2020-2022. They will be paid, if applicable, in 
three equal parts in 2023, 2024 and 2025. 

23.  EXPLANATION  ADDED  FOR  TRASLATION  TO  ENGLISH  

These Consolidated financial statements are presented on the basis of IFRS, as adopted by the European 
Union. Certain accounting practices applied by the Group that conform to IFRS may not conform to other 
generally accepted accounting principles in other countries. 
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ANNEX  
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INDUSTRY  REGULATION  AND  FUNCTIONING  OF  THE  ELECTRICITY  AND  GAS  SYSTEM  

In the first six-month period of 2020 a set of provisions affecting the energy sector were passed. This section 
lists the most significant changes. 

Spain 

Spanish electricity sector 

Electricity tariff methodology: CNMC Circular 3/2020 explains the methodology for the annual calculation of 
transmission and distribution tariffs, based on the annual remuneration for these activities, and sets 1 
November 2020 as the deadline for implementing the system set out in the Circular. 

The Circular modifies the hourly periods, establishing a single option of three periods for low voltage ≤ 15 
kW (domestic consumers) and a single calendar of six periods for all other customers. 

It also provides incentives for the recharging of electric vehicles, establishes an explicit allocation of costs to 
the fixed and variable items of the tariffs and eliminates the generation tariff (Euros 0.5/MWh), with explicit 
exemption for the energy stored in pumping equipment (Euros 0.65/MWh) or in batteries. Tariff payments on 
own distribution consumption are also exempted. 

Lastly, the Circular gives Red Eléctrica de España (REE) three months to draw up a proposal for application 
to own generation consumption. 

Integrated National Energy and Climate Plan: The Government has sent Brussels an updated national plan 
outlining the country's objectives in relation to greenhouse gas emission reductions, desired penetration of 
renewable energies and energy efficiency, in order to meet the European targets set for 2030. 

Remuneration for renewables, cogeneration and waste: Order TED/171/2020 reviews the remuneration 
parameters for estimating regulated remuneration payable for renewables and cogeneration over the 2020-
2022 regulatory period, keeping the remuneration rate at 7.39% for facilities existing prior to 2013. 

Electric vehicles: Order TMA/178/2020 regulates the requirements that must be met in order to install 
charging stations at existing roadside service areas and facilities, with the required authorisation of the 
Ministry of Transport, Mobility and Urban Agenda. 

Charging stations may be positioned within the boundaries of existing building rights (less than 50 m from 
motorways or 25 m from conventional roads) and road accesses need not be adapted provided the stations 
are installed at existing and duly authorised service stations and facilities. Finally, the authorisation may be 
granted to the operator of the principal station or facility or to the operator of the recharging facility, although 
additional provisions are provided to ensure legal certainty. 

Energy Efficiency: Order TED/287/2020 sets out the financial contributions to be made to the National Energy 
Efficiency Fund for 2020. These contributions stem from the transposition of the Energy Efficiency 
2012/27/EU Directive, which requires each Member State to justify an amount of cumulative energy savings 
for the 2014-2020 period. To this end, Spain has chosen to create a National Fund, managed by the Energy 
Diversification and Saving Institute (EDSI). 
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The calculated fee for IBERDROLA is 7.7%, on sales of 63.9 TWh (electricity and gas sales by Iberdrola 
Clientes, S.A.U. and Curenergía Comercializador de Último Recurso, S.A.U. in 2018) and the payment 
obligation is around Euros 15.9 million, which means an increase of Euros 0.4 million compared to the prior 
year, due to a higher growth in our energy sales compared to the total for the system. 

Measures associated with COVID-19: A set of new regulations has been approved in order to combat the 
situation generated by COVID-19. The main measures are as follows: 

 Royal Decree 463/2020: (i) declares a State of Alarm; (ii) guarantees the supply of electricity, 
petroleum products and natural gas; (iii) ensures the provision of critical and essential services; 
and (iv) suspends procedural and administrative deadlines. 

 Royal Decree-Law 8/2020: establishes economic measures to help counter the impact of the 
health crisis. More precisely (i) forbids utilities from cutting the supply of electricity and gas to 
vulnerable consumers for one month from the entry into force of the Royal Decree-Law; (ii) 
extends the social bonus until 15 September for beneficiaries whose subsidy was to expire 
before that date; and (iii) suspends the system of liberalisation of foreign investments in critical 
infrastructure or energy supply in Spain, which will now require the Government approval. 

 Royal Decree-Law 10/2020: extends the restrictions contained in Royal Decree 463/2020 and 
restricting industrial and service sector activity from 30 March to 9 April, though exempting the 
energy sector and its essential suppliers. 

 Royal Decree-Law 11/2020: introduces further measures effective throughout the State of Alarm, 
including: (i) extending the group of potential recipients of the social bonus; (ii) forbidding the 
suspension of supply to domestic consumers for their primary residence; (iii) allowing for the 
temporary suspension or adjustment of supply contracts, including the possibility of reducing 
power for self-employed workers and companies without any penalty, with this drop in income 
for the electricity sector (tariffs) being funded by the State Budget; (iv) the possibility for this same 
group of beneficiaries to temporarily defer payment of their energy bills free of charge, while 
sales companies may be released from their obligation to pay tariffs, VAT and electricity tax; (vi) 
allowing distributors and sales companies to secure government-backed loans for the amount 
by which their net revenues have decreased; and (vii) extending grid access permits granted 
prior to the Electricity Sector Law. 

 Order SND/260/2020: prevents companies from activating the interruptibility demand 
management service on economic grounds while the state of alarm persists, with immediate 
effect. 

In general, these measures will remain in force for an additional month after the state of alarm has been 
officially ended, except for those that have some other specific duration. 

Catalonia Ecotax: A new tax has been approved in Catalonia on the production, storage and transmission of 
energy that applies to the impact on the environment. The general tax rate to de applied is Euros 5/Mwh of 
gross yearly production for generation and storage facilities and Euros 1/Mwh for combined cycles. In 
electricity grid installations, it is Euros 400/km of length in voltage between 30 and 110 kV, Euros 700/km 
between 110 and 220 kV and Euros 1,200/km in voltage above 220 kV. 
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Energy and economic recovery measures: Royal Decree Law 23/2020 has been enacted, establishing a 
broad package of measures, recognising the role of electrification and the need to maintain the financial 
balance of the sector. With respect to renewables: (i) it takes measures against the bubble of access 
applications; (ii) it simplifies administrative processes; (iii) it enables the review of transport planning for the 
connection of installations that are critical for energy transition; (iv) it enables the hybridisation of 
technologies; and (v) it creates a new regulated remuneration model for renewable energy auctions. 

With respect to investment in networks, it increases the annual limit for the 2020-2022 period, from 0.13% to 
0.14% of GDP in the case of distribution. 

It addresses the economic sustainability of the sector by allowing for the application of the historical surplus 
of the 2019 and 2020 settlements, ensuring that it is used to cover the sector's costs. 

Island interruptibility price - second quarter 2020: The resolution of 30 April 2020 of the Directorate General 
for Energy Policy and Mines has been published, which sets the price of the interruptibility service for non-
peninsular electricity systems at Euros 37.33 per MWh for the second quarter of 2020. This price is 22% 
below the price for the previous quarter. 

Electro-intensive consumers: Royal Decree-Law 24/2020 on social measures for the reactivation of 
employment and the protection of self-employment and competitiveness of the industrial sector has been 
published, including the creation of the Spanish Reserve Fund for Guarantees of Electro-intensive Entities 
(SRFGEE). 

SRFGEE, endowed with the resources provided for in the General State Budget Acts, is intended to cover, 
at the expense of the State, the risks arising from medium- and long-term sales transactions for the supply 
of electricity between electro-intensive consumers and electricity suppliers, in particular, involving all or part 
of the energy from renewable generation facilities that do not receive a specific remuneration (or any other 
aid). 

Spanish gas sector 

State of alarm: Royal Decree-Law 11/2020 introduces urgent additional measures in the social and economic 
areas to protect vulnerable consumers, the self-employed and businesses, effective during the course of the 
state of alarm. In this regard, the price of butane and the Last Resort Tariff (LRT) for gas may be lowered, 
following proper procedures in each case. 

Gas Distribution Fee: CNMC Circular 4/2020 on the Gas Distribution Fee Methodology has been published 
and will apply to the 2021-2026 period. An average fee adjustment of Euros 137 million (-9.6%) is applied. It 
maintains the current parametric model, but applies a progressive adjustment. A regulatory accounting 
system has been scheduled to be implemented to determine whether distribution companies are receiving 
an adequate return for their natural gas distribution activity, in order to develop future methodologies. 

Gas System Capacity Allocation: CNMC Resolution of 3 April 2020 has been published, which establishes 
the market procedure for capacity allocation in the gas system. It is one of the regulatory pieces covered by 
the Access Circular published in December 2019 implementing the single virtual tank and establishes an 
auction-based procedure to allocate the capacity for use in different gas structures. 

In particular, it applies to regasification plants, supply pipelines from Algeria, national production wells and 
underground storage (in the part that does not correspond to strategic reserves). It does not apply to 
interconnections with Portugal and France, which are subject to European harmonisation and where a similar 
auction system is already in operation. 
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The annual, quarterly and monthly capacity will be allocated through ascending clock auctions and the daily 
or intraday capacity will be allocated through closed envelope auctions and uniform pricing. In all cases, the 
reserve price of the auctions will correspond to the regulated rates. 

In the case of the allocation of ship unloading slots, there is a preliminary application process and allocation 
that would be resolved without auctions, if there is sufficient capacity. 

This procedure shall apply from 1 October 2020. Until then, capacity is being allocated on a transitional basis 
through procedures established by ENAGAS. 

Gas LRT - third quarter of 2020: Gas LRTs in force as of 1 July 2020 have been published in the Official 
State Gazette. It is worth noting that, as a result of the COVID-19 measures, the gas LRT can only be revised 
downwards until September 2020. 

Prices fell by an average of 5.2% compared to the last update of the LRT (first quarter of 2020), due to a 
lower commodities cost of Euros 15.4 per Mwh (-16.6%). Fixed terms were maintained and variable terms 
decreased. 

United Kingdom 

Tariff cap: As required by the Domestic Gas and Electricity Act of 2018, Ofgem introduced a new tariff cap 
for default rates, including Standard Variable Rates (SVT), on 1 January. The tariff cap is adjusted on 1 April 
and 1 October of each year and will remain in force until the end of 2020. It may be extended annually up to 
a maximum of three times. 

In May 2020, Ofgem consulted its proposals in order to (i) include an adjustment to the tariff cap for period 5 
(October 2020 to March 2021) to offset an underestimation of the wholesale costs of the tariff cap for the first 
quarter of 2019; (ii) establish the allocation to cover the costs of the roll-out of smart meters in periods 5 and 
6; and (iii) establish the tariff cap level for prepaid customers in periods 5 and 6. 

RIIO-T2: Scottish Power Energy Networks (SPEN) presented its RIIO-T2 final business plan to the Ofgem 
Challenge Group (CG) on 6 December 2019. Public hearings on this business plan, which should have taken 
place during the months of March and April 2020, have been cancelled as a result of the COVID-19 pandemic. 
Ofgem published its preliminary conclusions in July 2020. 

Market capacity: The capacity mechanism operator (EMR delivery body) has restored the mechanism and 
during the first quarter of the year, the following were held: a T-1 auction (delivery in 2020/21) closing at a 
price of Pound Sterling 1 per kW per year and an amount of 1 GW; a T-3 auction (replacing the T-4 cancelled 
in 2019, delivery in 2022/23) closing at a price of Pound Sterling 6.44 per kW per year and an amount of 45.1 
GW; and a T-4 auction (delivery in 2023/24) closing at a price of Pound Sterling 15.97 per kW per year and 
an amount of 43.8 GW. 

Carbon prices: The UK Government has announced that in its spring budget, the current value of the Carbon 
Price Support tax (Pound Sterling 18 per tCO2) will be extended to 2021/22. The government also continues 
to work on a UK Emissions Trading Scheme (ETS) for when the transition period to exit the European Union 
ends (1 January 2021), which may be linked to the European Union's ETS. It also plans to legislate on a new 
Carbon Emissions Tax as an alternative carbon pricing policy (if it is unable to develop its own ETS for the 
UK). 
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Renewable energy development: The UK Government has confirmed its intention to hold the next Contracts 
for Difference auction for renewable generation in 2021. It has also announced that this auction will be open 
to onshore wind and solar projects, as well as offshore wind power, including proposals to introduce floating 
offshore wind power. The Government opened a consultation process in the first quarter of the year, but its 
resolution is not yet known. 

Roll-out of Smart Meters: in June 2020, the Government published its decision on the obligations associated 
with the development of smart meters for the post-2020 period. The obligation to "take all reasonable steps", 
which should have been applicable only until 31 December 2020, will be extended until 30 June 2021. After 
this, annual installation targets will be established for each sales company over a four-year period, subject 
to annual tolerance levels to be consulted in the autumn of 2020. Consumers will continue to be able to 
refuse the installation of smart meters unless there is a history of fraud. 

United States 

Measures relating to COVID-19: In March 2020, President Trump declared a National State of Emergency 
due to the coronavirus outbreak. To date, President Trump has passed three aid bills to fight COVID-19, 
including a US Dollar 2 trillion stimulus package that provides emergency funding for states, paid sick leave 
and unemployment, direct payments to United States citizens, an additional US Dollar 900 million for LIHEAP 
(Low Income Home Energy Assistance Program), as well as the amendment of certain items related to the 
corporate tax burden, including interest charges. On 27 May, the Treasury Department and the IRS (Internal 
Revenue Service) announced a one-year extension of the Production Tax Credit (PTC) and the Investment 
Tax Credit (ITC) for wind projects that began construction in 2016 and 2017. The requirement to start 
construction has also been relaxed due to supply chain delays caused by COVID-19. In parallel, the House 
has passed several pandemic relief and infrastructure bills over the last six months, but to date they have not 
yet been taken into consideration in the Senate. 

Tariffs: President Trump’s tariffs on solar panels, steel, aluminium and products from China remain in place. 
US and Chinese negotiators agreed to an easing of certain tariffs during "Phase One", in response to China's 
increased agricultural purchases and other reforms. Moreover, on 24 January, the president announced 
additional tariffs on a new list of steel and aluminium products, in force since 8 February. Also in January, 
the president signed the United States-Mexico-Canada Agreement (USMCA), replacing NAFTA. 

On 6 February, the Department of Commerce issued the preliminary determinations of its antidumping 
investigation into wind towers. The proposed rates range from 5% to 65% for towers from Canada, Vietnam, 
Indonesia and South Korea, which would result in the collection of cash deposits from importers in those 
countries. A final decision is expected in August 2020. 

On 27 May, the Court of International Trade blocked the United States Trade Representative (USTR) from 
withdrawing an exemption on bifacial solar panels, which the commission initially approved in 2018 and then 
decided to terminate. In June, the USTR withdrew its order to correct procedural errors that had prevented it 
from eliminating the tariff exemption. Moreover, on 22 May, the USTR approved the tariff exemption 
application from wind turbine manufacturer Siemens Gamesa for its machines. The exemption applies 
retroactively from 24 September 2018 and expires on 7 August 2020, at which time Siemens Gamesa could 
apply for a one-year extension. 

On 4 May, the Department of Commerce initiated a Section 232 investigation into imports of certain 
transformer components used in the electrical system, in order to determine whether these imports constitute 
a national security risk. If the investigation concludes that there is a national security threat, the president 
has 90 days to impose tariffs, which could increase the cost of parts by up to 25%. 
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FERC (Federal Energy Regulatory Commission): On 18 March, the FERC and NERC announced a new 
regulatory exception providing flexibility for electrical system operators in light of the coronavirus pandemic. 
The guide allows the effects of the coronavirus to be an acceptable justification for non-compliance with 
certain requirements between 1 March and 31 July 2020. In addition, on 12 March, the Senate voted 52-40 
confirming James Danly as FERC Commissioner. 

In March 2020, the FERC issued a Notice of Proposed Rulemaking (NOPR) updating its transmission 
incentive policy. The new policy states that incentives could reach up to 250 basis points based on three 
factors: economic benefits of the projects (100 basis points), reliability (50 basis points) and owner 
participation in the RTO/ISO (Regional Transmission Organisations/Independent System Operator) (100 
basis points). A public hearing will take place before final approval. There is no deadline for the final decision 

On 21 May, the FERC issued an order that revises its framework for calculating the return on capital of the 
owners of transmission facilities. In its revision, the FERC adds for its consideration the risk premium model, 
to be used in conjunction with the discounted cash flow model and the asset price model. The order is specific 
to transmission owners in the Midcontinental Independent System Operator region, but according to the 
common practice of the FERC, the framework is likely to apply to transmission owners in other regions, 
including the New England ISO. 

CMP Rate Case: In February 2020, the MPUC (Maine Public Utilities Commission) released the new CMP 
fee framework, with an ROE of 9.25% and an implementation period from 1 March to 28 February 2021. The 
bill increase for an average residential customer will be approximately 3%. It made adjustments to regulatory 
assets generated by the accounting change in pensions and other benefits during 2018 and 2019, although 
it approved them to be recognised from now on. Vegetation management costs were approved and storm 
management funds were increased. 

NY Rate Case: In May 2019, NYSEG & RGE presented a new rate case. The current rate framework has 
been in force since 2015. In February 2020, NYSEG & RG&E and the NYPSC (New York Public Service 
Commission) finalised the negotiation process with a verbal agreement and began to draft the joint proposal 
seeking support from the other parties involved. In March 2020, NYPSC parties and staff agreed to postpone 
the submission of the joint proposal in order to include the impact of the COVID-19 pandemic. On 22 June, 
Avangrid delivered its proposal following an agreement with more than 20 stakeholders. Once it is approved 
by the regulatory committee, which is scheduled for October, the new rate case will apply from November 
2020 to April 2023. While the original proposal envisaged new rates for May 2020, the impact of the COVID-
19 pandemic has delayed its application, although with no impact on the Avangrid accounts. An ROE of 8.8% 
is approved, in line with the other utilities of the State. The rate case includes all investments and operational 
actions to improve the grid: automation, resilience, pruning management and smart meters. 

Covid NY docket: The New York Public Service Commission has initiated a proceeding to identify and 
respond to the effects of COVID-19 in all New York utilities (electricity, gas, water, telecommunications etc.). 
For that purpose, utilities have to answer questions about the following: non-payment and supply cut-offs, 
the priorities of the NYPSC and rate and financial matters. The period for sending answers ended on 11 July. 

Network Security: On 1 May, President Trump issued an executive order aimed at bolstering network 
security. This order instructs the Department of Energy to establish regulations prohibiting the purchase of 
energy system equipment from a foreign adversary or an entity controlled by a foreign adversary, and to 
identify network infrastructures that pose a critical threat to national security. It also forms a work group to 
update equipment acquisition policies. 
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Permits: On 4 June, President Trump issued an executive order that instructs agencies to streamline 
environmental review processes in response to the economic impacts of COVID-19. The order is aimed at 
projects within the competences of the military and Department of Homeland Security, among others, and 
focuses on developments subject to the National Environmental Policy Act (NEPA) and Endangered Species 
Act (ESA). Agencies have 30 days to determine the competent authority and submit a list of projects they 
plan to accelerate. 

On 1 June, the Environmental Protection Agency (EPA) finalized the Clean Water Act Section 401 
Certification Rule, which clarifies the scope, deadlines and procedures for state certification reviews. The 
final rule limits the states’ ability to block federal permits and veto certain infrastructure projects, such as the 
construction of a new pipeline. 

Bandwidth: On 23 April, the Federal Communications Commission (FCC) unanimously approved an order to 
open the 6 GHz bandwidth to unlicensed users. The order allows unlicensed use of the full bandwidth for low 
power devices indoors, and partial use of the bandwidth for standard power devices outdoors with the 
requirement of Automated Frequency Control (AFC) to avoid interference. 

Mexico 

Transition strategy to promote the use of cleaner technologies and fuels, in terms of the Energy Transition 
Act: on 7 February 2020, the Secretariat of Energy published the Strategy in the Official Gazette of the 
Federation, which contains the medium- and long-term measures to achieve the clean energy targets laid 
out in the Energy Transition Law. The interim clean generation targets are updated to 35.1% for 2024, 
establishing a target of 39.9% for 2033 and ensuring that total clean generation accounts for 50% of total 
electricity generation by 2050. Iberdrola Mexico has taken the necessary steps to meet these clean energy 
targets. 

Criteria for calculating CELs (Certificados de Energía Limpia - Clean Energy Certificates) available to cover 
obligations, and the implicit price of the CELs: on 4 March 2020, the CRE published in the Official Gazette 
the "Resolution containing the rules and criteria for calculating the total number of clean energy certificates 
available to cover the total amount of clean energy obligations for each of the first two years of such 
obligations; and issuing the methodology for calculating the implicit price of the clean energy certificates 
referred to in transitional provision 22 of the Energy Transition Law". 

It thus determines the rules and criteria on how the total number of CELs registered in the Clean Energy 
Certificate and Compliance Management System (S-CEL) will be calculated for the purpose of compliance 
with obligations. It also defines the methodology of the implicit price of the CELs, determining the scenarios 
that would trigger the flexibility mechanism (FM) and allowing obliged participants to defer up to 50% of their 
obligations for a period of two years at an annual interest of 5%, but without paying any penalty. 

For the time being, Iberdrola Mexico has sufficient CELs to cover all of its clean energy obligations and will 
therefore not avail itself of this benefit. 

Measures relating to COVID-19: On 30 March 2020, the Federal Government, through its General Health 
Board, published in the Official Journal of the Federation the "Resolution declaring the disease epidemic 
caused by the SARS-CoV2 virus (COVID-19) a force majeure health emergency." 

Subsequently, the Health Secretariat decreed the suspension of non-essential activities in order to mitigate 
the spread and transmission of COVID-19. Since 31 May, the Health Secretariat has been implementing a 
strategy of gradually re-opening activities based on a traffic light system that goes from red to green, with 
orange and yellow phases in between. On 30 June, 18 of the 32 entities were identified as orange (high risk 
of infection) and the rest were red (maximum risk of infection). 
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Consequently, government bodies have declared a suspension of activities. The Energy Secretariat 
(SENER), the Energy Regulation Commission (CRE), the Secretary for the Environment and Natural 
Resources (SEMARNAT), among other bodies, have decreed a suspension of activity until the health 
authority determines there is no epidemiological risk. In the case of the National Energy Centre (CENACE), 
the suspension of activities ended on 30 June 2020. 

Iberdrola Mexico has strictly complied with all the measures established by the General Health Board, given 
that electricity generation is deemed to be an essential activity. 

Agreement to guarantee the efficiency, quality, reliability, continuity and safety of the National Electrical 
System, in recognition of the epidemic caused by the SARS-CoV2 virus (COVID-19): On 1 May 2020, 
CENACE published the "Agreement to guarantee the efficiency, quality, reliability, continuity and safety of 
the National Electrical System, in recognition of the SARS-CoV2 virus epidemic (COVID-19)" ("The 
Agreement"). 

CENACE considered that, as a result of the epidemic caused by COVID-19, “there has been a reduction in 
the consumption of electricity by end users and thus additional measures have to be taken in order to 
guarantee the efficiency, quality, reliability, continuity and safety of the National Electricity System”. 

The Agreement and its Technical Annex established strategies and measures to be implemented during the 
COVID-19 pandemic. CENACE justified the Actions and Strategies of Operational Control of the Agreement 
in order to strengthen the reliability of the National Electrical System (SEN), without considering whether the 
proposed measures are violating open and non-duly discriminatory access as a fundamental principle of the 
electrical system. 

Iberdrola Mexico was affected by the agreement, since it prohibited the pre-operative tests of wind and 
photovoltaic plants. This measure affected the PIER and Santiago wind farms that were in the pre-operational 
testing phase for several weeks, which was interrupted. 

To date, different companies and some civil organisations have submitted injunctive relief (protective 
measures) against this agreement, obtaining provisional and definitive suspensions. It should be mentioned 
that Iberdrola Mexico took protection against this agreement, obtaining the definitive suspension on 1 June 
2020. Once the suspension of the application of the agreement was obtained, the pre-operational tests of 
the PIER and Santiago wind farms were able to be resumed. 

Reliability, Safety, Continuity and Quality Policy in the National Electrical System: On 15 May 2020, the 
Ministry of Energy published in the Official Journal of the Federation the “Agreement issuing the Policy on 
Reliability, Safety, Continuity and Quality in the National Electrical System” (“Reliability Policy”). 

Such policy is binding on the members of the electricity industry and, if implemented, would have 
consequences in different areas such as: respect for the previously granted electricity coverage contracts; 
risks in the evaluation and granting of generation permits, due to the fact that the programmes for the 
expansion and upgrading of the transmission and distribution network and the development of the national 
electricity system will be taken into account, as well as the CENACE feasibility statement; possible limitations 
for modifications of generation permits; restrictions on intermittent clean energy (solar and wind) for their 
location, interconnection, new requirements, etc. 

By this time, different companies, including Iberdrola Mexico, have submitted injunctive relief (protective 
measures) against this policy. Some injunctive relief requests have already been granted on a general basis, 
with Iberdrola Mexico awaiting the final suspension. 
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Due  to  its  importance,  note  should  be  made  of  the  constitutional  dispute  presented  by  the  Federal  
Commission  on  Economic  Competition  (COFECE)  to  the  Supreme  Court  of  Justice  of  the  Nation  on  22  June.  
The  authority  believed  that  the  reliability  policy  violated  principles  of  competition  and  free  participation  for  the  
participants  of  the  electricity  industry.  On  29  June,  SCJN  granted  COFECE  the  suspension  of  the  SENER  
Policy.  

Transport  charges  of  electrical  energy  with  renewable  or  efficient  cogeneration  energy  sources,  and  the  
procedure  for  calculating  conventional  transmission  charges:  on  28  May  2020,  the  Energy  Regulatory  
Commission  (CRE)  approved  two  resolutions  regarding  transmission:  

  RES/893/2020:  "Resolution  issuing  charges  for  the  service  of  electrical  energy  transmission  at  2018  
prices  to  be  applied  by  CFE  Intermediación  de  Contratos  Legados,  S.A.  de  C.V.  to  the  holders  of  
legacy  interconnection  contracts  with  electrical  energy  generation  plants  with  renewable  or  efficient  
cogeneration  energy  sources,  in  accordance  with  the  resolution  RES/066/2010  and  the  amendment  
thereof  issued  via  resolution  RES/194/2010".  The  purpose  of  the  regulation  was  to  substantially  
increase  (by  between  500%  and  800%)  the  transmission  rates  for  renewable  and  efficient  
cogeneration  plants  (transmission  stamp)  by  revising  the  2018  prices.   

  RES/894/2020:  "Resolution  approving  procedures  to  determine  the  economic  variables  required  for  
the  calculation  of  the  charges  for  transmission  services  at  voltages  higher  than  or  equal  to  69  KV,  to  
be  applied  by  CDE  Intermediación  de  Contratos  Legados,  S.A.  de  C.V.  to  holders  of  legacy  
interconnection  contracts  with  electricity  generation  plants  with  a  conventional  energy  source,  in  
accordance  with  the  provisions  of  Resolution  RES/083/1998,  the  amendment  thereof  issued  via  
Resolution  RES/254/99  and  the  clarification  thereof  issued  via  RES/146/2001".  RES/894/2020  
establishes  a  procedure  for  determining  the  economic  variables  envisaged  in  7.3  of  RES/083/1998  
relating  to  the  transmission  of  conventional  power  plants.   

RES/893/2020,  based  on  the  argument  that  "the  Energy  Regulation  Commission  deems  it  necessary  to  
acknowledge,  in  charges  for  the  transmission  services  for  renewable  or  efficient  cogeneration  energy  sources  
at  2018  prices,  the  effective  costs  of  the  provision  of  the  public  service  of  electrical  energy  transmission  and  
distribution  in  order  to  ensure  fair  and  proportional  payments  by  the  holders  of  CILs  for  the  use  of  the  
electricity  grid",  aims  to  modify  an  instrument  (transmission  stamp)  that  was  created  to  incentivise  investment  
in  renewable  energies  prior  to  the  energy  reform.    

Owing  to  the  legal  uncertainty  created  by  a  retroactive  change  of  this  nature,  Iberdrola  México  and  other  
sector  companies  have  sought  injunctive  relief  against  RES/893/2020.  Iberdrola  México  is  currently  
expecting  the  courts  to  grant  it  a  definitive  suspension  of  the  resolution  and  injunctive  relief.  

With  respect  to  RES/894/2020,  Iberdrola  México  is  assessing  what  impact  it  will  have  on  the  business,  with  
a  view  to  bringing  action  for  injunctive  relief  if  deemed  appropriate.  

Final  Basic  Supply  Rates:  The  final  basic  supply  rate  has  been  updated  monthly  in  accordance  with  the  
methodology  for  determining  the  calculation  and  adjustment  of  final  basic  supply  rates  published  by  the  CRE  
on  18  December  2019,  which  will  remain  unchanged.  The  rate  saw  a  1.3%  increase  in  the  industrial  basic  
supply  rate  (GDMTH  and  DIST)  despite  the  drop  in  demand  due  to  the  COVID-19  virus.  The  CRE  recognised  
the  generation  costs  of  small  electricity  systems,  recognising  the  costs  that  we  incurred  in  the  Capacity  
Balancing  Market  (CBM)  which  were  distributed  over  12  months.  

USMCA  publication:  On  29  June,  the  Secretariat  for  Foreign  Affairs  issued  the  Enactment  Decree  of  the  
Protocol  that  replaces  the  North  American  Free  Trade  Agreement  (NAFTA)  with  the  Treaty  between  the  
United  Mexican  States,  the  United  States  of  America  and  Canada  (USCMA),  entering  into  force  on  1  July  
2020.   
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The  USMCA  consists  of  34  chapters,  with  changes  on  issues  such  as  supply  chain,  anti-corruption  measures,  
environment,  good  regulatory  practices  and  sectoral  annexes,  such  as  “energy  efficiency  standards”  through  
which  it  will  seek  to  harmonise  procedures  and  standards  among  the  three  signatory  countries.  

The  USMCA  is  considered  a  key  element  in  accelerating  the  economy  at  national  level  in  light  of  the  economic  
situation  that  COVID-19  has  generated.   

Brazil   

Measures  relating  to  COVID-19:  the  following  regulation  has  been  enacted  to  minimise  the  effects  of  the  
coronavirus  (COVID-19)  pandemic  on  the  electricity  sector:   

  Decree  No.  10.282  (20  March):  (i)  defines  essential  services,  including  energy;  (ii)  ensures  the  free  
movement  of  teams  operating  within  the  electricity  sector;  and  (iii)  determines  the  need  for  a  specific  
act  from  the  regulatory  authority  in  order  to  limit  or  restrict  essential  services.   

  Regulatory  Resolution  No.  878  (25  March):  measures  to  remain  in  force  until  31  July  in  order  to  
ensure  the  continuity  of  the  electricity  distribution  service,  thus  guaranteeing  the  safety  of  consumers  
and  employees  of  distribution  companies  during  the  pandemic.  The  main  changes  to  the  usual  rules  
of  operation  are  as  follows:   

o  Metering  and  billing:  Hard  copy  invoice  to  be  replaced  with  a  digital  invoice,  more  flexible  
meter  reading  intervals  or  use  of  average  consumption  over  the  last  12  months.   

o  Customer  service:  suspension  of  face-to-face  service,  focusing  on  digital  and  telephone  
channels  and  giving  priority  to  health  services.   

o  Operations:  maintaining  only  those  stoppages  that  are  strictly  necessary,  while  drawing  up  
a  specific  contingency  plan  to  ensure  continuity  of  supply  for  health  care  services.   

o  Supply  cuts:  prohibition  on  cutting  the  supply  due  to  non-payment  by  residential  consumers  
in  both  urban  and  rural  areas,  as  well  as  essential  services.  

  Directive  no.  134  (30  March):  the  Ministry  of  Mines  and  Energy  is  indefinitely  postponing  the  following  
auctions  planned  for  this  year:  Existing  Energy  Auctions  "A-4"  and  "A-5";  New  Energy  Auctions  "A-4  
and  "A-6";  auctions  for  the  concession  of  the  electricity  transmission  public  service  and  auctions  for  
the  award  of  supply  solutions  for  isolated  systems.  

  Authorisation  to  transfer  funds:  ANEEL  authorises  the  CCEE  (Brazilian  Chamber  of  Electrical  Energy  
Commercialisation)  to  distribute  Brazilian  Real  2,200  million  available  in  the  reserve  fund  to  boost  
the  liquidity  of  distributors  and  free  consumers.  Neoenergia  distributors  received  Brazilian  Real  220  
million.  

  Emergency  financial  measures:  Provisional  measure  (PM)  No.  950/20  has  approved  (i)  a  legal  
protection  to  restructure  the  financial  operation  to  support  the  cash  position  of  distributors  and  (ii)  a  
100%  discount  for  consumers  eligible  for  the  social  tariff  up  to  a  consumption  level  of  220  kWh/month  
for  three  months,  to  be  covered  by  the  Government  with  a  contribution  of  Brazilian  Real  900  million  
to  the  CDE  (Energy  Development  Account).  
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  Guidelines  for  the  COVID  Account:  based  on  Provisional  Measure  (PM)  No.  950,  Decree  No.  10.350  
authorises  the  creation  of  the  COVID  Account  and  provides  guidelines  on  its  management.  The  
Account  will  receive  funds  through  a  loan  from  a  group  of  banks  led  by  the  Brazilian  National  Bank  
for  Economic  and  Social  Development  (BNDES)  and  contracted  by  the  CCEE.  These  funds  will  be  
transferred  to  the  distribution  companies.  The  objective  of  the  operation  is  to  mitigate  the  financial  
effects  of  the  loss  of  revenue  due  to  a  reduction  in  demand  and  increasing  non-payments  as  a  result  
of  the  pandemic.  

  Maximum  loan  amounts:  based  on  the  guidelines  laid  down  in  Decree  No.  10.350,  through  
Resolution  885/20,  ANEEL  establishes  the  conditions  for  distributors’  access  to  the  loan  and  sets  
the  maximum  overall  amount  of  the  operation  at  Brazilian  Real  16,100  million.  Neoenergia  has  
defined  its  stake  at  Brazilian  Real  1,670  million,  to  be  distributed  among  the  distributors  CELPE  
(Brazilian  Real  455  million),  ELEKTRO  (Brazilian  Real  614  million),  COELBA  (Brazilian  Real  500  
million)  and  COSERN  (Brazilian  Real  95  million).  

Approval  of  the  new  WACC  calculation  methodology:  On  10  March  2020,  ANEEL  approved  a  new  
methodology  for  calculating  the  WACC.  The  main  changes  are  as  follows:  (i)  the  use,  whenever  possible,  of  
local  financial  parameters,  such  as  Brazilian  treasury  bonds  for  risk-free  rate  (NTN-B),  the  average  of  
electricity  sector  obligations  for  Third-Party  Capital  and  the  Optimal  Theoretical  Capital  Structure;  and  (ii)  the  
annual  updating  of  the  WACC  based  on  the  average  of  the  last  five  years  for  the  cost  of  own  capital  and  the  
most  recent  indicators  for  the  cost  of  third-party  capital  and  the  capital  structure.  The  rate  revision  values  
effective  in  2020  are  7.32%  for  distribution  and  6.98%  for  generation  and  transmission.  

Change  in  the  methodology  for  calculating  the  productivity  component  (Pd)  of  factor  X:  On  17  March,  a  new  
methodology  was  approved  for  the  calculation  of  the  Productivity  Component  (Pd)  of  Factor  X,  which  
represents  the  productivity  increases  of  distribution  activity.  The  new  methodology  considers  the  effects  of  
the  productivity  increase  and  market  variations  of  the  six  years  prior  to  the  current  rate  revision.  Using  this  
methodology,  it  is  estimated  that  the  "Pd"  could  decrease  for  all  distributors  of  the  Group  in  the  next  rate  
revisions  (2021  for  Celpe  and  RTP  and  2023  for  other  distributors),  which  would  have  a  positive  impact  for  
them.  

Rate  adjustments:  In  April,  ANEEL  approved  the  values  of  the  rate  adjustment  for  the  distributors  COELBA  
(5%  average  effect),  COSERN  (3.4%  average  effect)  and  CELPE  (5.2%  average  effect)  but  postponed  its  
application  to  rates  to  the  end  of  June.  This  measure  has  no  economic  effects,  given  that  in  the  same  period  
the  equivalent  payment  to  the  CDE  account  was  postponed.  Distributors  will  return  these  sums  to  the  CDE  
account  in  the  last  five  months  of  2020  (from  August  to  December)  and  will  be  reimbursed  via  the  creation  of  
a  regulatory  asset  that  will  be  added  to  the  2021  rate  adjustments  and  paid  off  in  the  following  12  months.  

European  Union   

Draft  Climate  Law:  On  4  March  2020,  the  European  Commission  (EC)  presented  its  draft  Climate  Law,  one  
of  the  main  elements  of  the  European  Green  Deal.  The  law  must  now  make  its  way  through  the  Council  and  
the  Parliament.  Key  elements  of  this  law  include:  

  Goal  for  2050:  It  imposes  a  legally  binding  commitment  for  the  EU  to  achieve  net  zero  emissions  by  
2050.  

  2030  target:  The  EC  is  considering  boosting  its  target  to  50-55%  (up  from  the  current  40%),  for  which  
it  will  publish  an  impact  study  in  September  2020.  Before  30  June  2021,  the  commission  will  specify  
what  legislation  must  be  changed  to  achieve  the  greatest  objective.   
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  Trajectory  of  interim  reduction  targets:  The  Commission  may  establish  a  2030-2050  trajectory  to  set  
the  path  for  accomplishing  the  carbon  neutrality  objective  via  delegated  acts  (legislative  procedure  
headed  by  the  Commission).  

  Adaptation:  Members  States  shall  develop  adaptation  strategies  and  plans  that  include  robust  
analyses  and  risk  management  frameworks  under  a  broad  focus.  

  Progress  review:  Starting  in  September  2023  and  every  five  years,  the  Commission  shall  analyse  
collective  progress  towards  the  2050  climate  neutrality  objective,  as  well  as  the  consistency  of  the  
climate  policy  frameworks  in  place  for  achieving  that  objective,  both  across  Europe  and  on  a  national  
scale  (taking  into  account  the  measures  set  out  in  the  National  Energy  and  Climate  Plans  –  NECPs).  

The  Law  will  take  the  form  of  a  Regulation  (immediately  and  directly  enforceable  across  all  Member  States)  
and  will  be  part  of  the  Governance  Regulation.  

A  new  industrial  strategy  for  Europe:  On  10  March  2020,  the  Commission  published  the  strategy  for  
developing  an  industrial  policy  to  support  energy  transition  and  competitiveness.  The  main  measures  include:   

  Assessment  and,  as  the  case  may  be,  review  of  State  Aid  Guidelines,  including  for  energy  and  the  
environment,  so  that  they  become  effective  in  2021  and  ensure  a  level  playing  field  within  Europe.  

  Review  of  the  Rules  on  State  Aid  for  so-called  "Important  Projects  of  Common  European  Interest"  
(IPCEIs1)  in  2021,  so  that  Member  States  can  ensure  that  the  aid  is  handed  out  on  a  competitive  and  
temporary  basis  to  fund  innovative  projects.  

  A  "Smart  Sector  Integration"  strategy  to  integrate  the  different  energy  sectors  and  vectors,  and  their  
connection  with  the  industrial  strategy.  

  Carbon  Border  Adjustment  Mechanism:  the  EC  will  look  into  a  proposal  to  protect  the  industry's  
competitiveness  and  prevent  the  risk  of  "carbon  leakage".  

"Taxonomy"  Regulation:  On  18/06/2020,  the  European  Parliament  approved  Regulation  (EU)  2020/852  on  
the  establishment  of  a  framework  to  facilitate  sustainable  investments  (published  by  the  Official  Journal  of  
the  European  Union  on  22  June  2020).  This  regulation  forms  part  of  the  package  of  sustainable  finance  and  
aims  to  establish  what  activities  can  be  considered  sustainable  in  order  to  attract  capital  towards  the  energy  
transition.   

  It  covers  the  European  Union's  six  environmental  objectives:  "climate  change  mitigation",  "climate  
change  adaptation",  "air  quality",  "water  and  marine  environment",  "circular  economy  and  waste"  and  
"ecosystem  quality".  

  An  activity  will  be  sustainable  if  it  contributes  significantly  to  achieving  one  of  the  objectives  and  does  
not  prejudice  the  others.  

1 Projects that represent a very significant contribution to economic growth, jobs and competitiveness for EU industry 
and economy; that bring together knowledge, expertise, financial resources and economic actors throughout the Union 
so as to overcome important market or systemic failures and societal challenges that could not otherwise be addressed. 
These projects typically involve more than one Member State and their benefits should not be limited to the States that 
finance them. 
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  This  contribution  must  be  established  with  objective  criteria  to  be  set  by  the  detailed  regulation  
(Delegated  Acts  of  the  Commission  with  input  from  the  States  and  the  stakeholders).  

  The  regulation  will  be  applicable  in  December  2021  for  "climate  change  mitigation"  and  "climate  
change  adaptation",  and  in  December  2022  for  the  other  objectives.  

The  following  are  deemed  to  mitigate  climate  change:  Renewable  energy,  transmission  and  distribution,  
clean  or  carbon-neutral  mobility,  production  of  fuel  from  renewable  or  carbon-neutral  sources  and  the  building  
or  use  of  CCS  (carbon  capture  and  storage).  

The  use  of  coal  is  expressly  excluded  as  "sustainable".  Nuclear  energy  is  not  expressly  excluded  (issue  to  
be  resolved  by  subsequent  regulation)  and  the  so-called  "Other  activities  for  the  transition"  are  included  
(compatible  with  a  carbon-neutral  scenario  in  2050  provided  that  they  use  state-of-the-art  technologies,  avoid  
the  use  of  coal  and  have  no  emissions  lock-in  effect).   

Multiannual  Financial  Framework  - Recovery  Plan:  On  27  May  2020,  the  EC  submitted  a  new  Multiannual  
Financial  Framework  2021-27  (MFF)  proposal  of  Euros  1,850  million,  incorporating  a  proposed  Euros  750  
million  economic  recovery  plan  to  mitigate  the  impact  of  COVID-19  (called  Next  Generation  EU).  

It  is  not  the  first  European  response  plan  to  the  impact  of  COVID:  temporary  instruments  were  finalised  in  
April  2020,  the  most  significant  are  the  following:  European  Central  Bank’s  quantitative  easing  programme  
(Euros  750  million  expanded  to  Euros  1,300  million  in  June)  and  loan  lines  via  States  for  social  and  health  
spending  and  corporate  liquidity  (Euros  540  million).  

The  funds  associated  with  the  Euros  750  million  recovery  plan  would  form  part  of  the  EU  budget  structure,  
although  they  would  be  earmarked  for  investments  and  expenditures  to  be  made  before  2022-2024.  They  
would  be  financed  with  bonds,  for  which  new  taxes  are  proposed  to  repay  them.  Of  this  amount,  Euros  500  
million  would  be  grants  and  Euros  250  million  would  be  loans  (subject  to  repayment).  

This  is  a  reactivation  package  to  provide  resources  for  energy  and  digital  transitions  and,  to  a  lesser  extent,  
for  health  spending,  innovation  and  social  and  reconstruction  expenses.  It  reaffirms  the  objectives  of  the  
European  Green  Deal,  of  climate  neutrality  by  2050  and  of  directing  25%  of  the  EU  budget  towards  the  
climate,  in  order  to  support  administrations  but,  above  all,  companies.   

The  figure  in  the  Plan,  as  well  as  the  other  components  of  the  MFF  (Euros  1,100  million)  must  be  considered  
with  caution,  as  it  is  currently  being  negotiated.  In  the  coming  months,  it  will  have  to  be  negotiated  in  the  
Council,  by  the  European  Parliament  and  ratified  by  the  States  in  December  2020  for  entry  into  force  in  2021.  

Finally,  the  plan  involves  the  use  of  new  financial  vehicles  (bonds),  reforming  some  of  the  existing  ones  and  
proposals  for  the  EC's  own  fiscal  instruments  (maritime  transport/aviation  emission  allowances,  taxes  on  
transactions  of  companies  that  rely  on  the  European  market  unit,  digital  tax,  etc.).  
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DIRECTORS’  REPORT  CORRESPONDING  TO  THE  SIX-MONTH  PERIOD  ENDED  30  
JUNE  2020   
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1.  SIGNIFICANT  EVENTS  OF  THE  FIRST  SIX-MONTH  PERIOD  OF  2020  

1.1.  COVID-19  

On 11 March 2020, the World’s Health Organisation qualified as a pandemic the breakout of the coronavirus 
COVID-19. As a result, the main countries where the IBERDROLA Group operates have progressively been 
adopting temporary measures to limit the spread of COVID-19 which include or have included, among others, 
restrictions to the free movement of people, quarantine obligations, isolation or confinement, closure of 
borders and of public and private premises (except for first need and health premises) which have had, or 
will have, a greater or lesser impact on the economic activity in the countries where the Group is present and 
its activities in particular. 

Since the beginning of COVID-19, the IBERDROLA Group’s distribution companies have carried out many 
actions to maintain the supply to more than 32 million customers and provide access to a quality service, as 
well as safety for its customers and facilities and operations. Among said actions are the activation of 
emergency plans, special measures to protect the supply in critical facilities such as hospitals, elderly care 
homes, the food industry, the Ministries of Defence, prison facilities, etc. 

Special attention plans have been directed at hospitals and we have installed electrogen groups and 
inspected all circuits that serve essential facilities, in order to prevent any lack of interruption of service. 
Special operation positions exclusively dedicated to health services have been created, with the collaboration 
of public entities. 

Customer service channels have been reinforced and cuts of service due to lack of payment have been 
suspended. Customers have been offered plans to facilitate payments and resources to reduce the use of 
energy. 

Moreover, in order to mitigate the economic impact of these measures and facilitate a faster financial 
recovery, the different governments and central banks have passed or announced several aid plans for 
economic recovery, including liquidity plans, soft loans, relaxing tax payments, measures to support the most 
vulnerable groups and the most affected sectors, as well as several regulatory measures. 

However, the impact of COVID-19 in the economies in the main countries where the Group operates in 2020 
qualifies as highly significant, and will be followed by a greater or lesser recovery in 2021, as evidenced by 
economic estimates presented by several economic institutions, such as those recently published by the 
International Monetary Fund (IMF) in June 2020. These include the following: 

Change % 2020 2021 

Spain (12.8) 6.3 

United Kingdom (10.2) 6.3 

United States (8.0) 4.5 

Brazil (9.1) 3.6 

Mexico (10.5) 3.3 

As a result of COVID-19, the IBERDROLA Group companies have faced, and will probably continue to face 
in the upcoming months, an increase in their traditional credit, market, financial, operating and regulatory 
risks. 
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It should be noted that the regulated networks business in the countries where the Group is present have 
regulatory frameworks that recognise ordinary rate adjustments due to involuntary deviations in income and 
expenses and foresee extraordinary adjustments due to deviations resulting from force majeure causes, such 
as those resulting from COVID-19. Based on the specific characteristics of each regulatory framework and 
of the legislation applicable in each country all, whether total or partial, impacts arising from COVID-19 will 
be covered. 

 Market risks 

Impact due to the drop in electricity and gas demand 

Regarding the IBERDROLA Group, the risks derived from the temporary all in electricity and gas demand of 
large customers and SMEs (small and medium-sized companies) are being partially offset by a larger 
demand in household customers. 

Lower income due to lower use of the grid in regulated networks businesses in the United Kingdom, the 
United States and Brazil, as a result of the drop in electricity and gas demands, is considered to be involuntary 
and temporary and should be recovered in upcoming rate readjustments or revisions, as provided by the 
legislation in force in each country. 

The speed of recovery of electricity and gas demand will depend on the recovery speed of the economies in 
the different countries where the Group operates. 

Impact of the drop in electricity and gas prices 

The drop in international commodity prices and the prices of electricity and gas wholesale market prices in 
the countries where the Group is present results in a reduction in income in our traditional and renewable 
generation businesses, which has been offset, totally or partially, by the purchases carried out by retail 
businesses at lower prices. The existence of fixed-price sale agreements (PPAs) has also eliminated the 
impact of this drop in prices (for energy sold under this regime). 

It must be highlighted that the strong drops in prices and the high volatility of prices have been due to brusque 
and temporary fluctuations between supply and demand, as a result of the confinement measures passed 
worldwide due to COVID-19. Once those confinement measures were over, prices were again on the path 
to recovery. 

 Operational risks 

The IBERDROLA Group has implemented from the first minute several follow-up and analysis committees 
both for the Group and nationwide, in order to promptly and continuously follow up the effects of the crisis 
and the answers required, from a social and economic perspective. Dialogue has been fluid with regulators, 
institutions and governments. 

The restrictions set by the different governments have had a limited impact on the ordinary development of 
essential and non-essential Group operations. 

Among the measures adopted by the IBERDROLA Group the following stand out: 

 Safety procedures and measures have been reinforced for employees to enable them to continue 
to perform their duties, including office and field duties, thus guaranteeing an essential activity (under 
adequate quality conditions), as well as the supply of energy. 
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 Electricity supply has been reinforced, in particular in essential infrastructures such as hospitals, 
facilitating payment conditions to customers and implementing protection measures directed at the 
most vulnerable groups. 

 Overall, work from home has been implemented, in particular for office jobs. 

 Non-basic operations have been rescheduled seeking the lowest impact possible on the health of 
employees and customers. 

Impact on operating costs 

The impact of higher costs in health and safety and transportation of employees and donations of health 
material has been offset by lower costs from lower retail activity and other cuts in non-basic operating 
expenses. 

Impact on the development of new investment projects and the supply chain 

Although the Group has been affected by the interruption of works at certain periods and the processing of 
permits has slowed down, impacts are not considered to be material and no significant problems have been 
identified in the supply chain. The Group does not expect a significant impact on the commissioning dates of 
projects under construction. 

1.2.  Main  operating  figures  

•  Installed  capacity  

At  the  end  of  the  first  six-month  period  of  2020,  the  IBERDROLA  Group  has  49,378  MW  installed,  227  net  
MW  more  than  at  the  end  of  2019.  

Installed  capacity  by  technology  and  geographical  area  at  the  end  of  the  six-month  period  is  as  follows:  

Installed  capacity  (MW)   30.06.2020  31.12.2019  Change  

Hydro  10,666  10,666  - 

Nuclear  3,166  3,166  - 

Coal  thermal  358  874  (516)  

Gas  combined  cycle   15,469  15,469  - 

Cogeneration   299  299  - 

Wind,  photovoltaic,  mini-hydro  and  other  renewables  (1)  19,421  18,678  743   

Total  49,379  49,152  227  

(1) The way of reporting photovoltaic power has changed. Until December 2019 it was included in MWac and currently is MWdc. 
The effect implies an increase of MW 229 as of December 2019 compared to the information reported in the Consolidated 
annual accounts for 2019 (109 MW in Spain, 22 MW in the United States and 98 MW in Mexico). 

Installed  capacity  (MW)  30.06.2020  31.12.2019  Change  

Spain  25,897  26,313  (416)  

United  Kingdom  2,800  2,506  294  

United  States  8,000  7,922  78  

Mexico  9,816  9,561  255  

Brazil  1,885  1,885  - 

Iberdrola  Energía  Internacional  981  965  16  

Total  49,379  49,152  227  
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Variations in installed power are as follows: 

- In Spain the solar photovoltaic plants of Andévalo (50 MWdc) and Teruel (50 MWdc) have been 
commissioned. The Thermal plant of Velilla 1 (516 MW) has been closed down. 

- In the United Kingdom, new 294 MW have been progressively installed in the offshore wind farm of 
East Anglia One. 

- In the United States the Otter Creek wind farm (80 MW) has been commissioned and 2 MW in the 
wind farm of Barton have been decommissioned due to technical problems. 

- In Mexico the new power of the onshore wind farms of Pier IV (60 MW) and Santiago (17 MW) 
progressively started operating, as well as the photovoltaic plant of Cuyoaco (178 MW). 

- Iberdrola Energía Internacional has completed in Greece the commissioning of the Pyrgari wind farm 
(16 MW). 

• Production 

In the first six-month period of 2020, IBERDROLA Group’s total output increased by 5% to 72,590 GWh 
(69,161 GWh in the first six-month period of 2019). 

Production by technologies is as follows: 

Net Production (GWh) 30.06.2020 30.06.2019 % Change 

Hydro 7,808 5,379 45.2 

Nuclear 11,195 12,328 (9.2) 

Coal thermal 226 338 (33.1) 

Gas combined cycle 30,361 30,141 0.7 

Cogeneration 868 1,109 (21.7) 

Wind, photovoltaic mini-hydro and other renewables 22,132 19,866 11.4 

Total 72,590 69,161 5.0 

Output by counties is as follows: 

Net Production (GWh) 30.06.2020 30.06.2019 % Change 

Spain 27,248 28,243 (3.5) 

United Kingdom 3,259 2,141 52.2 

United States 11,588 10,176 13.9 

Mexico 26,402 24,711 6.8 

Brazil 2,689 2,487 8.1 

Iberdrola Energía Internacional 1,404 1,403 0.1 

Total 72,590 69,161 5.0 

• Retail 

Details of gas and electricity supply are as follows: 

Electricity retail (GWh) 30.06.2020 30.06.2019 % Change 

Spain 26,072 27,577 (5.5) 

United Kingdom 8,476 9,512 (10.9) 

United States 17,233 17,659 (2.4) 

Brazil 20,899 22,181 (5.8) 

Iberdrola Energía Internacional 4,724 4,745 (0.4) 

Total 77,404 81,674 (5.2) 
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Gas retail (GWh) 30.06.2020 30.06.2019 % Change 

Spain 4,906 5,735 (14.5) 

United Kingdom 14,003 15,283 (8.4) 

United States 32,932 37,875 (13.1) 

Iberdrola Energía Internacional 733 213 244.1 

Total 52,574 59,106 (11.1) 

• Distribution 

During the first six-month period of 2020, the electric energy distributed by the Group amounted to 106,880 
GWh, strongly affected by the confinement measures enforced on population and business activities coming 
to a stop due to the health crisis caused by the COVID-19 pandemic. The drop in electricity demand has 
been 6.3% compared to the same period in the prior year. 

The breakdown by geographical area is as follows: 

Distributed  electric  energy  (GWh)  30.06.2020  30.06.2019  %  Change  

Spain  42,431   46,487   (8.7)  

United  Kingdom  14,688   15,928   (7.8)  

United  States  17,220   17,659   (2.5)  

Brazil  (1)  32,541   34,041   (4.4)  

Total  106,880   114,115   (6.3)  

(1) The way of reporting units in Brazil has changed based on the energy supplied to the grid, through which it receives the tolls 
for each license. 

Gas distribution (MW) 30.06.2020 30.06.2019 % Change 

United States 32,932 37,875 (13.1) 

1.3.  Main  figures  in  the  Consolidated  income  statement  

The key figures for the first half of 2020 are as follows: 

Millions of Euros 30.06.2020 30.06.2019 % Change 

Gross Margin 8,050 8,230 (2.2) 

Gross Operating profit – EBITDA 4,918 4,990 (1.4) 

Net Operating profit – EBIT 2,675 2,991 (10.6) 

Net profit attributable to the parent 1,845 1,644 12.2 

The performance of currencies, the revaluation of the US dollar (2.9%) and the Pound Sterling (0.3%) and 
the devaluation of the Brazilian Real (18.6%) contribute a decrease of Euros 92 million to Gross operating 
profit – EBITDA, not taking into consideration the exchange rate effect, would have been an increase of 0.4%. 
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Although it is not possible to know in precision the impact COVID-19 will have on these financial statements, 
the Group estimates (Note 3) that it has supposed lower Gross operating profit – EBITDA 
of Euros 157 million which, together with the estimated increase in provisions for bad debts of Euros 71 
million has reduced the Operating Profit - EBIT by Euros 228 million. 

Several estimates made by the IBERDROLA Group are described below, based on the best information 
available 

Millions of Euros Impact on EBITDA 
Increase in valuation 
of trade receivables 

Impact on EBIT 
Impact on Operating 
profit after tax (PAT) 

Spain (7) - (7) (5) 

United Kingdom (23) - (23) (18) 

United States (7) (8) (15) (9) 

Brazil (28) (27) (55) (23) 

Total Networks (65) (35) (100) (55) 

Spain (31) (10) (41) (31) 

United Kingdom (29) (18) (47) (39) 

Mexico (11) - (11) (8) 

Brazil (3) - (3) (1) 

IEI (18) (8) (26) (19) 

Total Liberalised (92) (36) (128) (98) 

Total (157) (71) (228) (153) 

These factors, combined with the disinvestment in Siemens-Gamesa offset by the deferred tax adjustments 
following exchange rates in the United Kingdom, contribute to an increase in net profit of Euros 201 million, 
up by 12.2%. 

1.3.1. Gross margin 

Gross margin, understood as the difference between net revenue and costs incurred for supplies, stands at 
Euros 8,050 million, down 2.2% compared to the same period in 2019 (Euros 8,230 million). The effect of the 
average exchange rate performance of the different currencies lowers this caption by Euros 121 million. 

Millions of Euros 30.06.2020 30.06.2019 % Change 

Spain 976 1,060 (7.9) 

United Kingdom 661 649 1.8 

United States 1,462 1,552 (5.8) 

Brazil 724 883 (18.0) 

Networks 3,823 4,144 (7.7) 

Spain 1,485 1,480 0.3 

United Kingdom 413 340 21.5 

Mexico 431 454 (5.1) 

Brazil 44 34 29.4 

Iberdrola Energía Internacional 33 19 73.7 

Liberalised 2,406 2,327 3.4 

Spain 568 661 (14.1) 

United Kingdom 469 323 45.2 

United States 474 410 15.6 

Mexico 53 58 (8.6) 

Brazil 70 94 (25.5) 

Iberdrola Energía Internacional 199 204 (2.5) 

Renewable 1,833 1,750 4.7 

Other business, Corporation and adjustments (12) 9 (233.3) 

Total 8,050 8,230 (2.2) 
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By business: 

− Gross margin in Networks goes down by Euros 321 million, compared to 2019 (7.7%), amounting Euros 
3,823 million. The negative effect of exchange rate changes is Euros 123 million. As the most significant 
events in the period we could mention: 

o In Spain it amounts to Euros 976 million, down Euros 84 million (down 7.9%) compared to 2019, 
mainly due to the reduction of Euros 29 million in remuneration following the new regulatory 
period and Euros 31 million of positive requilidations recognised in the first six-month period of 
2019, which affect inter annual comparison. Additionally, fibre optic sales in 2019 lower gross 
margin by Euros in 10 million and other effects included those resulting from the COVID-19 
represent a decrease of Euros 14 million. 

o The United Kingdom contributes Euros 661 million, growing by 1.8%: the increase of Euros 12 
million is due to the effect of the revaluation of the Pound Sterling which implies Euros 1 million, 
whereas the remaining increase of Euros 11 million is due to better transmission and distribution 
income, subsequent to a larger asset portfolio due to the investments made, offset by the effects 
of COVID-19. Although COVID-19 has not affected the transmission business, it has affected 
the distribution business, as demand has fallen. 

o The contribution of the United States in the period stands at Euros 1,462 million, down 5.8%. 
The decrease of Euros 90 million is due to the revaluation of the US Dollar which improves gross 
margin by Euros 41 million, whereas business performance falls by Euros 131 million. This 
decrease results from a drop in distributed volumes due to a soft winter and COVID-19, which 
has had a strong impact on gas and electricity demand and energy costs, which will start to be 
recovered at the end of 2020 and in upcoming years. The delay in rate/tariff reviews in New York 
coming into force has also had a negative impact. 

o Brazil’s gross margin increased by Euros 724 million, decreasing by Euros 159 million. The 
devaluation of the Brazilian real represents a decrease of Euros 164 million in gross margin. 
Without said effect, the business improves by Euros 5 million. Gross margin is up by Euros 47 
million due to greater income following rate/tariff reviews in April and August 2019 and in April 
2020 and Euros 33 million due to a greater contribution from transmission assets. These 
improvements have been offset by a lower update of financial assets, due to the drop in the CPI 
index and the estimated effects of COVID-19 by Euros 46 million and Euros 29 million, 
respectively. 

− Gross margin of the Liberalised business increases compared to 2019 by Euros 79 million, 3.4%, to 
stand at Euros 2,406 million. 

o In Spain, gross margin stands at 0.3%, Euros 1,485 million. The increase in Euros 5 million is 
due to the following: drop in demand and wholesale prices as a result, of a drop in commodity 
prices, resulting in a reduction of gross margin of Euros de 26 million; electricity and gas retail 
have improved by Euros 47 million, with lower units sold, but increasing in margin, and the other 
effects represent a decrease of Euros 16 million. 

o The United Kingdom contributes Euros 413 million to gross margin. The increase of Euros 73 
million is mainly due the revision of the cap calculation methodology applied to regulated rates 
and lower procurements costs. 
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o Mexico contributes Euros 431 million to gross margin, down 5.1%. The revaluation of the US 
Dollar implies an improvement of Euros 12 million. Without this, the business would reduce its 
contribution by Euros 35 million, mainly due to the lack of availability of one of the Monterrey 
units, which reduced the margin by Euros 58 million (Euros 41 million will be recovered by the 
insurance company and is recognised in EBITDA); this is offset by other effects with a positive 
impact of Euros 23 million. 

o Brazil contributes Euros 44 million to gross margin in the Liberalised business, improving by 
29.4% compared to the same period in 2019. This results in an increase of Euros 10 million. The 
increase of gross margin due to the performance of the business represented a rise of Euros 20 
million offset by Euros 10 million by the negative impact of the Brazilian Real exchange rate. 

o The Liberalised business corresponding to Iberdrola Energía Internacional contributes Euros 33 
million to gross margin. 

− The Renewables business increases its contribution to gross margin by 4.7%, representing Euros 1,833 
million. The main causes of this trend are: 

o In Spain it reaches Euros 568 million, down by 14.1% due to lower wind output and lower sale 
prices due to the drop in wholesale market prices. 

o In the United Kingdom it goes up 45.2% to Euros 469 million due to higher onshore wind output 
(12%) and offshore wind (273%), the latter due to the progressive commissioning of East Anglia 
1. 

o The contribution of the Unites States is of Euros 474 million, up by 15.6% compared to the same 
period in 2019, resulting in an increase of Euros 64 million. The US Dollar appreciation implies 
Euros 13 million, whereas the business contributes an increase of Euros 51 million due to the 
increase in output (+21,2%), a result of the combined effect of the highest average operating 
output, the increase of wind capacity and a greater availability of wind farms in the first six-month 
period. 

o Mexico contributes Euros 53 million, Euros 5 million lower than in 2019 due to lower wind and 
photovoltaic output. 

o In Brazil it reaches Euros 70 million, down by Euros 24 million due to the negative impact of 
Euros 10 million due to the devaluation of currency and lower wind output. 

o Iberdrola Energía Internacional contributes Euros 199 million, down Euros 5 million compared to 
2019. Output in the Wikinger offshore wind farm remains stable whereas it falls in Portugal and 
Hungary. 

− The contribution of Other Businesses stands at Euros10 million, compared to Euros 29 million in the first 
six-month period of 2019, which mainly included, non-recurrent sales in Iberdrola Inmobiliaria. 
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1.3.2. Gross Operating profit – EBITDA 

Gross Operating profit – EBITDA in the first six-month period of 2020 goes down by Euros 72 million (1.4%), 
standing at Euros 4,918 million (Euros 4,990 million in the first six-month period of 2019). 

The contribution by business is as follows: 

Millions of Euros 30.06.2020 30.06.2019 % Change 

Spain 791 837 (5.5) 

United Kingdom 495 478 3.6 

United States 535 693 (22.8) 

Brazil 497 586 (15.2) 

Networks 2,318 2,594 (10.6) 

Spain 813 754 7.8 

United Kingdom 129 56 130.4 

Mexico 385 361 6.6 

Brazil 31 19 63.2 

Iberdrola Energía Internacional (6) (7) (14.3) 

Liberalised 1,352 1,183 14.3 

Spain 301 380 (20.8) 

United Kingdom 378 244 54.9 

United States 285 246 15.9 

Mexico 36 40 (10.0) 

Brazil 50 71 (29.6) 

Iberdrola Energía Internacional 177 184 (3.8) 

Renewable 1,227 1,165 5.3 

Other business, Corporation and adjustments 21 48 (56.2) 

Total 4,918 4,990 (1.4) 

In addition to the described performance of gross margin above, net operating expenses went down by Euros 
72 million (Euros 2,074 million compared to Euros 2,146 million in the same period in the prior before). 
Without taking into consideration the effects of the exchange rate, the decrease in net operating expenses 
would be Euros 32 million. 

Taxes decrease by Euros 36 million, down 3.3%, to Euros 1,508 million compared to Euros 1,094 million in 
the same period in 2019. Without taking into consideration the effects of the exchange rate which increases 
the caption in Euros 11 million, the decrease would be Euros 47 million. This decrease is due to several 
reasons, being the main ones: reversal of provisions (Euros 81 million), lower tax on generation due to the 
drop in production (Euros 28 million), increase in taxes due to the commissioning of new wind farms in the 
United States (Euros 12 million), increase of the ENRESA rate following the nuclear agreement in Spain 
(Euros 7 million) and greater taxes in Spain due to the temporary suspension in the first six-month period of 
2019 of the tax on generation at 7% (Euros 44 million), decreasing Taxes in Euros 1 million for other effects. 

1.3.3. Net operating profit – EBIT 

Net operating profit - EBIT amounted to Euros 2,675 million, rising 10.6% compared to the first six-month 
period of 2019 (Euros 2,991 million). 

− Amortisation and provisions increased in the amount of Euros 179 million, up by 9.7% to stand at Euros 
2,027 million. The effect of exchange rate reduces the heading in Euros 25 million, whereas it increases 
due to a rise in the Group’s activity in an amount of Euros 138 million, the impact of IFRS 16 Leases in 
Euros 26 million, costs of obtaining a contract in Euros 26 million and other minor effects in the heading 
in Euros 14 million. 
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− Valuation adjustments for impairment of trade receivables and contract assets increase Euros 65 million, 
to Euros 216 million (+43%). The effect of exchange rate changes reduced provisions by Euros 12 million. 
Additionally, as a result of COVID-19, trade and other receivables valuation adjustments rise by Euros 
71 million and other minor impacts result in an increase of Euros 6 million. 

1.3.4. Financial result 

Net finance cost amounted to Euros 400 million, increasing Euros 211 million (up 35%) compared to the first 
six-month period of 2019: 

− Average net debt improves Euros 29 million due to lower costs down by 40 basis points (from 3.63% to 
3.23%) due to low interest rates and improved refinancing conditions, despite the increase of 
approximately 2% in the weight of the different currencies compared to the Euro. 

− Derivatives and others go up Euros 182 million mainly due to the effect of exchange rate hedges, offset 
by other headings of the income statement. 

In summary: 

Millions of Euros 30.06.2020 30.06.2019 Change 

Average net debt (607) (636) 29 

Per cost 72 

Per average balance(1) (43) 

Other 207 25 182 

Financial result (400) (611) 211 

(1) Average balance rises from Euros 35,383 to 37,760 million. 

In accordance with the policy of minimising the financial risks of the Company, foreign currency risk has 
continued to be mitigated through the financing of international businesses in local currencies (Pound Sterling 
, Brazilian Real, US Dollar, etc.) or in their functional currencies (US Dollar, in the case of Mexico). The 
interest rate risk is mitigated by increased fixed rate debt and future financing hedges. 

1.3.5. Profit of equity-accounted investees 

Profit of companies accounted for under the equity method amounts to Euros 10 million, whereas it stood at 
Euros 17 million in the same period in 2019. 

1.3.6. Profit/(loss) from non-current assets 

Profit from the sale of non-current assets was positive, amounting to Euros 505 million, compared to Euros 
7 million in the same period in the previous year. This is explained by the sale of Iberdrola’s interest in 
Siemens Gamesa resulting in Euros 485 million. 

1.3.7. Profit before tax 

Profit before tax stands at Euros 2,770 million, compared to Euros 2,404 million in the six-month period of 
2019, up by Euros 366 million. 
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1.3.8. Taxes 

Corporate income tax expense from continued operations increased by Euros 235 million to Euros 780 
million. 

The effective tax rate corresponding to the six-month period ended 30 June 2020 rises to 21.82%, compared 
to 22.69% in the six-month period ended 30 June 2019. 

The main changes are the following: 

- the effect derived from the increase in tax rate, from 17% to 19% applicable to the United Kingdom 
implies an increase of Euros 157 million. 

- the impacts resulting from the devaluation of the US Dollar exchange rate compared to the Mexican 
Peso in certain differences between the tax value and the carrying amount of the assets and liabilities 
of the Group’s Mexican subsidiary companies, whose functional currency is the US dollar and the 
currency used for tax purposes the Mexican Peso (an increase of Euros 93 million). 

- other effects accounted for a decrease in taxes of Euros 15 million. 

1.3.9. Net profit attributable to the parent 

Lastly, net profit from the parent company comes to Euros 1,845 million, an increase of 12.2% compared to 
that obtained in the first six-month period of 2019 (Euros 1,644 million). 

1.4.  Main  figures  of  the  Consolidated  statement  of  financial  position  

The Balance sheet of the IBERDROLA Group at 30 June 2020 presents total assets of Euros 121,957 million, 
highlighting the ongoing strength of its equity. 

• Investment in property, plant and equipment 

Total net investments in property, plant and equipment during the period January to June 2020 amounted to 
Euros 2,391 million as described in Note 8. 

Investments for the period were focused on the Renewables and Networks businesses as follows: 

30.06.2020 Millions of Euros % / total invested 

Liberalised 142 5.9 

Renewables 1,366 57.1 

Networks 852 35.6 

Other business, Corporation and adjustments 31 1.4 

Total 2,391 100 

With regard to Renewable activities, the investments in the United States stand out (Euros 393 million), 
mainly due to the new wind farms of Otter Creek, La Joya, Tatanka Ridge and Roaring Brook, as well as in 
Spain (Euros 348 million) in photovoltaic and wind projects and the construction of the Tamega 
hydroelectrical complex, and in the United Kingdom (Euros 340 million), mainly due to the offshore wind farm 
project East Anglia One. 
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In the Networks business, the investments were made in the United States (Euros 545 million), Spain (Euros 
156 million) and the United Kingdom (Euros 151 million). 

Investment for the period by geographical areas was as follows: 

30.06.2020 Millions of Euros % s/Total invested 

Spain 585 24.5 

United Kingdom 519 21.7 

United States 938 39.2 

Mexico 134 5.6 

Brazil 65 2.7 

Iberdrola Energía Internacional 150 6.3 

Total 2,391 100.0 

• Capital 

Following the scrip issue on 4 February 2020 as a result of the Iberdrola flexible retribution (Iberdrola 
retribución flexible), at 30 June 2020 the Company’s share capital amounted to 6,453,592,000 bearer shares 
of Euros 0.75 of nominal value each (Note 11). 

In line with the announced commitment to maintain stable the number of shares in 6,240 million, the 
shareholders at their General Meeting agreed to reduce share capital by redeeming 213,592,000 treasury 
shares representing 3.31% of the Company’s share capital. The capital reduction was carried out on 2 July 
2020. 

• Liquidity 

At 30 June 2020, the IBERDROLA Group has a strong liquidity position totalling Euros 14,626 million (Note 
22), bearing in mind the financing transactions executed after 30 June 2020. Said liquidity arises mainly from 
syndicated lines with banks, undrawn loans with multilateral credit entities and development banks (BEI, ICO, 
BNDES), as well as cash and cash equivalents. 

These liquidity transactions were executed in the main markets where the IBERDROLA Group is present 
(Europe, USA and Brazil), both in banking and capital markets. Liquidity covers the Group’s needs in a 
scenario of risk for 23 months. 

The IBERDROLA Group has a comfortable debt maturity profile with an average of more than six years. 
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2.  MAIN  RISKS  AND  UNCERTAINTIES  OF  THE  FIRST  SIX-MONTH  PERIOD  OF  2020  

The activities of the IBERDROLA Group are subject to various risks, including (i) market risks such as 
exposure to price variations and other market variables, such as exchange rate, interest rate, commodity 
prices (electricity, gas, CO2 emission allowances, other fuels, etc.), prices of financial assets and others; (ii) 
business risks such as uncertainty regarding the behaviour of the key variables intrinsic to the different 
activities of the Group, through its businesses, such as the characteristics of demand, meteorological 
conditions or the strategies of the different agents; (iii) regulatory risks stemming from regulatory changes 
established by the different regulators, such as changes in the remuneration of regulated activities or the 
required supply conditions, or in environmental or fiscal regulations. 

No risks having a significant impact have been identified for aspects of regulatory risks known to date which, 
because they are not completely resolved or developed, can entail an element of uncertainty. 

As stated in Note 4 to the consolidated financial statements, the Group's activities do not show a significant 
degree of seasonality on a semi-annual basis and the main sources of estimate are described in Note 5. 

3.  STOCK  MARKET  DATA.  IBERDROLA  SHARE  

Stock  market  data  

Stock  market  capitalisation   Millions  of  Euros  66,601  54,700  

Price  /  Carrying  amount  

(Capitalisation  /  Equity  of  the  parent  at  year  end)  
No.  of  times  1.8  1.5  

Number  of  shares  outstanding  number  6,453,592,000  6,240,000,000  

Share  price  at  period  end  Euros  10.32  8.766  

Average  share  price  for  the  year  Euros  9.558  7.795  

Average  daily  volume  number  21,277,739  17,391,006  

Maximum  volume  (12/03/2020  - 05/06/2019)  number  65,237,950  51,959,976  

Minimum  volume  (25/05/2020  - 24/12/2019)  number  7,186,373  7,041,882  

Dividends  paid  (Euros):(1):  Euros/share  0.405  0.356  

- Gross  interim  dividend  (05/02/2020-05/02/2019)   Euros/share  0.168  0.151  

- Gross  complementary  dividend  (01/08/2020  (expected)  and  01/08/2019  
(expected)   

Euros/share  0.232  0.200  

Attendance  bonus  Euros/share  0.005  0.005  

Dividend  yield  (2)  %  3.92%  4.06%  

(1) Interim dividend according to the Iberdrola Flexible Retribution (Iberdrola retribución flexible). 

(2) Interim dividend, complementary dividend and attendance bonus for attending the General Shareholders' Meeting/share price 
at period end. 
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IBERDROLA  share:  

Stock market performance of IBERDROLA compared to indexes: 

4.  ALTERNATIVE  PERFORMANCE  MEASURES  

To complement the consolidated financial statements prepared in accordance with International Financial 
Reporting Standards adopted by the European Union (IFRS-EU), the IBERDROLA Group presents 
Alternative Performance Measures (APM). These measures, as well as financial measures, are used in 
accordance with IFRS-EU to set budgets and goals and to manage businesses, assess operating and 
financial performance thereof and compare such performance with previous periods and the performance of 
competitors. The presentation of such measures is considered to be useful for analysing and comparing the 
profitability of companies and sectors, since it eliminates the impact of the financial structure and accounting 
effects other than cash flows. 

Moreover, non-financial measures and other similar measures which are generally used by investors, 
securities analysts and other agents as additional measures to performance are also presented. 

The consolidated income statement of the IBERDROLA Group includes lines and subtotals relevant for the 
purposes of reporting its position and financial performance and includes subtotals such as “Gross margin”, 
“Net operating expenses”, “Gross operating profit /EBITDA”, “Operating profit/EBIT”, “Net finance 
income/cost” and “Gains/losses on non-current assets”. 

In general, these APMs are the ones used in the Directors’ Report, so they are directly traceable to the 
consolidated income statement and do not require reconciliation. 

Details of the definitions and calculations of the APM can be found on the corporate website 
(www.iberdrola.com) in the "Shareholders and Investors" section. 
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FINANCIAL  REPORT  FOR THE  FIRST  HALF OF  2020   
STATEMENT OF  RESPONSIBILITY  

The members of the Board of Directors of IBERDROLA, S.A. state that, to the best of their knowledge, the interim 
condensed separate financial statements of IBERDROLA, S.A., as well as the interim condensed consolidated financial 
statements of IBERDROLA, S.A. and its subsidiaries for the first half of fiscal year 2020, issued by the Board of Directors 
at its meeting of July 21, 2020, and prepared in accordance with applicable accounting standards, present a fair view of 
the assets, financial condition and results of operations of IBERDROLA, S.A. as well as of the subsidiaries included within 
its scope of consolidation, taken as a whole, and that the interim management report contains a fair assessment of the 
required information. 

Madrid, July 21, 2020 

Mr.  José  Ignacio  Sánchez  Galán  

Chairman  & Chief Executive  Officer 

Mr.  Juan  Manuel  González  Serna   
Vice  Chair and  Lead  director  

Mr. Íñigo  Víctor  de Oriol  Ibarra  
Director  

Ms.  Samantha  Barber  
Director 

Ms.  María Helena  Antolín Raybaud  
Director  

Ms. Georgina  Yamilet  Kessel  Martínez   
Director  

Mr.  José  Walfredo  Fernández  
Director  

Mr.  Manuel  Moreu  Munaiz   
Director 

Mr.  Xabier Sagredo  Ormaza   
Director  

Mr.  Francisco  Martínez  Córcoles   
Business  CEO 

Mr.  Anthony  Luzzato  Gardner  
Director  

Ms.  Sara  de  la  Rica  Goiricelaya  

Director  

Ms.  Nicola  Mary  Brewer  

Director  

Ms.  Regina Helena  Jorge  Nunes  

Director  

Certificate drafted by the secretary non-director of the Board of Directors to place on record that Ms. Georgina Yamilet Kessel 
Martínez, Mr. José Walfredo Fernández and Ms. Regina Helena Jorge Nunes do not sign this document because they attend the 
meeting through remote communication systems, with the directors Mr. Xabier Sagredo Ormaza, in the name of the first two of 
them, and Ms. María Helena Antolín Raybaud in the name of the latter, signing on their behalf following the express instructions 
issued for this purpose by Ms. Kessel Martínez, Mr. Fernández and Ms. Nunes. 

Julián Martínez-Simancas Sánchez 
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