
01/07/2008

1

MEXICO
Mexico

1
Gleneagles, July 1-4, 2008July 2nd 2008

Agenda

Mexican economyMexican economy

Mexican Electricity IndustryMexican Electricity Industry

Concl sionConcl sion

Iberdrola in MexicoIberdrola in Mexico

ConclusionConclusion

2



01/07/2008

2

Mexico

A Latin American leading economy

Rating GDP Growth & USD Reserves

2001 2002 2003 2004 2005 2006 2007

Investment grade country and growing reserves level Investment grade country and growing reserves level 
with sustainable GDP growth above 3%with sustainable GDP growth above 3% 3

Mexico

A Latin American leading economy

Interest rates InflationInterest rates Inflation

Strength and stability as a result Strength and stability as a result 
of the structural reforms undertakenof the structural reforms undertaken 4
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Mexican Electricity Industry

Electricity is a Public Service and 
considered as a “strategic service”

S t t t I t ll d it 50 732MW

Hydro
22%

Coal
5%

Nuclear
3%

Sector structure Installed capacity: 50,732MW 

Thermal
68%

Other
2%
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Mexican Electricity Industry

IPP’ i ll d i IPP’ b kd

90% of IPP’s production sold to CFE90% of IPP’s production sold to CFE

IPP’s installed capacity IPP’s breakdown

Iberdrola

AES
7%

Other (4)
11%

Iberdrola
37%

Gas Nat
17%

Intergen
14%

UNF
11%

CFE
Privates

7

• CFE: +26 000 MW additional capacity requirements for 2017 Aprox 8 000 9 000

Mexican Electricity Industry

Wide additional investment possibilities …Wide additional investment possibilities …

• CFE: +26,000 MW additional capacity requirements for 2017. Aprox 8,000 – 9,000 
MW of IPP biddings for combined cycles and 500 MW for wind power

• Pipelines for Gas Transportation for CFE
• PEMEX: Cogeneration bidding process similar to CFE´s

… and some challenges ahead… and some challenges ahead

• Further regulatory changes for renewable development
• Limited Capacity for Self Generation Activities
• Eventual delays in IPP´s given current levels in CFE´s Margin of Reserve
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Mexican Electricity Industry

Expected demand allows for additional growthExpected demand allows for additional growth

MW

2008-2017
+5% cagr

49,854

76,341

+5,498

+469+20,521 +26,487

+53%

Current
Installed 
capacity

In 
construction

Additional
capacity Repowering

2017
Installed 
capacity

Total
additions

Over 26,000 MW to be built in the next decadeOver 26,000 MW to be built in the next decade
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Iberdrola in Mexico

1984: CFE´s Laguna Verde Nuclear Plant

More than 20 years of presence in MexicoMore than 20 years of presence in Mexico

1984: CFE s Laguna Verde Nuclear Plant

1998: Starting current operations 

Mw

2001
Enertek

2002
Monterrey

2003
Altamira IV

2005
La Laguna

2006
Altamira V

2007
Tamazunchale

11Covering 15% of Mexico production from Covering 15% of Mexico production from greenfieldgreenfield projectsprojects

Iberdrola in Mexico

Gas supply

PPA’s structure: Low risk on a long term basis               
(25 years)

Gas supply

Interconnection

Power island
spare parts

Maintenance
contract SPC

Variable
Component

FixedFixed

PPA

CFE
Water supply

Insurances

Financing

SPC
ComponentComponent

US Dollar (functional currency)
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2 700 MW 2 300 MW

Long term fuel supply agreementsLong term fuel supply agreements

Iberdrola in Mexico

25 years 25 years

2,700 MW
Monterrey 
La Laguna 

Enertek, Altamira III, IV

2,300 MW
Altamira V

Tamazunchale

Supply commitment

Take or Pay  50%-60%

Capacity charge + variable

Guaranteed Quality

Supply commitment

No Take or Pay

Capacity charge + variable

Guaranteed Quality
13

4 000 MW 1 000 MW

Maintenance and spare parts supply securedMaintenance and spare parts supply secured

Iberdrola in Mexico

25 years 12-13 years 

4,000 MW
Altamira III-IV-V

La Laguna
Tamazunchale

1,000 MW
Monterrey

Availability guarantee

Degradation Guarantees

Bonus and LD´s

Maintenance time guaranteed

Bonus and LD´s

Performance guarantees

New York applicable law Mexican Applicable Law 14
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Sustainable EBITDA over $400 MMSustainable EBITDA over $400 MM

M i EBITDA (MM US $) EBITDA ( 000 US $) / MW

Iberdrola in Mexico

+21% cagr

Mexico EBITDA (MM US $) EBITDA (,000 US $) / MW

Improvements per MW installed due to economies of scaleImprovements per MW installed due to economies of scale 15

ACCOUNTING PRINCIPLES

AccountingAccounting criteriacriteria in line in line withwith Cash Cash FlowFlow generationgeneration

Iberdrola’s alternative Other alternatives

Iberdrola in Mexico

Iberdrola s alternative Other alternatives

Most conservative approach according to IASMost conservative approach according to IAS

Capacity Charge
lineal during the useful life

Capacity Charge
proportional to expenses
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Current platform will allow Iberdrola 
to take advantage of future opportunities 

Conclusion

Leadership
position

Long term
stability

• 5,000 MW in operation
• Optimized costs thanks to the scale

• 25 year contracts
• Pass-through costs
• Premium financing conditions for mexican assets

Solid  financial 
position

• Sustainable EBITDA above $ 400 MM
• Prudent accounting policy. Stable profile of capacity 

charges / cashflow .
• No additional major CAPEX required. 

With return of EBITDA over Investment above 16%
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