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NY CALENDAR

Companies file petitionSeptember 17th, 2009

Joint Proposal filedJuly 14th, 2010

Rates Cases approved by the PSCSeptember 16th, 2010
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Key settlement provisions

Goal is to improve EBITDA and …

… create a path to improve credit ratings of NYSEG / RG&E

Term 

ROE  / Equity Ratio
to set Rates

Earnings Sharing 
Mechanism 

(Customer%/Shareholder%)

Rate Increases

3 years, 4 months (Sept 2010 – Dec. 2013)

Sharing
0/100
50/50
85 / 15

10.0% ROE / 48% Equity Ratio

2011 2012 2013 and beyond
Up to 10.3% Up to 10.6% Up to 10.9%
10.3% – 11.05% 10.6% - 11.35% 10.9% - 11.65%
Over 11.05% Over 11.35% Over 11.65%

Equity Ratio up to 50% (equivalent to 30 basis points)

w/out PBA
w/ PBA
% Delivery
Cumulative 

Sept 2010 Sept 2011 Sept 2012
$158 M $   23 M $  31 M
$  53 M $   59 M $  63 M

2-8% 3–7 % 3-7%
$400 M over 3 years, 4 months

If Reliability or Service Quality metric missed, then ESM is reduced (30, 40, 50 BP)
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PBA utilization

Settlement provides for 83% utilization of PBA … 

… and discontinuance of the interest accrual effective 1/9/10

Cover Make-Whole Period  
(Aug. 26 – Sep. 25, 2010)

Amortize over Term of Plan
to Moderate Rate Increases

Retain for Future Use

$ 4 M 1 %

Total

$175 56 %

$ 50 16 %

$ 311 M 100 %

Write-off Regulatory Assets $82 27 %
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Reconciliations
Settlement provides for reconciliation of costs variations … 

… and interest accrues at the pre-tax return on deferred costs

Pension  / OPEB 

Property taxes 

Major storm costs
Protections

from 
uncontrollable 

costs variations

Hyper inflation (>6%) – right to file new case

Revenue decoupling

Economic development and low income 

Legislative, actg., regulatory and tax

Variable rate debt

Environmental remediation costs

Net plant

Vegetation management - downward
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Rate year 1 rate increase drivers

Rate of return – 10% ROE, 48% Equity Ratio $61

Environmental remediation and storm 53

Pension and OPEB costs 52

Property taxes 30

Vegetation management and CRO initiatives 21

Low income program 12

Other 9

Excess depreciation reserve (16)

Labor savings initiatives/Productivity (22)

Transfers to NBC (42)

PBA impact (105)

Total year 1 increase after PBA $53

38.6%

33.5%

32.9%

19.0%

13.3%

7.6%

5.7%

(10.1)%

(13.9)%

(26.6)%

$M

Total year 1 increase before PBA $158 100.0%

Drivers Percent
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Austerity / Productivity

Companies proactively identified and implemented these various efficiency 
initiatives: January layoffs, Kirkwood adjustments, Non-Union VERP and NYSEG 

Union VERP

Gross annual savings from efficiency initiatives built into rates at $28.9 million

Costs to achieve savings (estimated at $32.4 million, capped at $35 million) 
built into rates over 40 months

“Traditional” 1% productivity adjustment also built into rates - $2.6 million annually



8

Deliveries and revenues

Electric and gas sales forecasts were not controversial

Pre-filing meetings and follow-up made staff comfortable

Forecasts reflect latest known macro projections

While some growth is projected, 2013 forecast below historical levels

RDM significantly reduces the risk of forecast error
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RDM - Business impacts 

Removes Utility disincentives to adopt energy efficiency

In effect, RDM is a revenue cap good/bad

Protects against all revenue shortfalls

Eliminates earnings from organic growth

Incremental earnings will need to come 
from improvements in cost structure
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Revenue decoupling mechanism

Electric targets based on class revenues

Variance from targets +/- 1.25%

Recovered over the longer of 4 months or the end of the rate year

Annual reconciliation recovery

Credit / Surcharge – Including interest

Over subsequent RDM period

Gas targets based on per customer revenues

Covers base delivery rates – nearly all revenues

Interim credit / Surcharge based on triggers
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Bill impacts

Residential bills continue to be among the lowest in New York State

Monthly overall bill increases – Typical residential customer

NYSEG Electric
(% Increase of Overall Bill)

NYSEG Gas

RG&E Electric

RG&E Gas

$2.02

$6.53

$3.70

$3.51

Rate Year 1

3.0%

6.2%

5.0%

3.8%

$1.34

$4.13

$1.11

$2.46

Rate Year 2

2.0%

3.7%

1.4%

2.5%

$1.51

$2.95

$1.62

$2.46

Rate Year 3

2.2%

2.5%

2.1%

2.5%



Electric utilities

NYSEG

ROE (after taxes) 
to Set Rates 9.55% 10%

Earnings Sharing None
50/50 over 10.30%
85/15 over 11.05%

Up to 50% Equity Ratio

Equity 41.6%

50/50 over
12.25%

Lower of 45.0%
or Actual

10.50%

RG&E

10%

48%48%

Rate Base at 
31 Dec 09 (MM) $1,672 $1,566 $923$1,052

NYSEG RG&E

12

2009 Year 1



Gas utilities

NYSEG

ROE (after taxes) 
to Set Rates 10.50% 10%

Earnings Sharing 50/50 over
12.50%

Equity Lower of 45.0%
or Actual

50/50 over
12.00%

Lower of 45.0%
or Actual

10.50%

RG&E

10%

48%48%

Rate Base at 
31 Dec 09 (MM) $583 $511 $448$445

NYSEG RG&E

13

2009 Year 1

50/50 over 10.30%
85/15 over 11.05%

Up to 50% Equity Ratio
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Per month based on 600 kilowatt-hours of use; January 2010 data.

Residential electric bill comparison

Residential electric bills still lowest in New York
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Per month based on 120 therms of use; January 2010 data.

Residential gas bill comparison

Residential gas Bills still among the lowest in New York
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Conclusions

The conclusion of the Rates Cases provides visibility for 
Iberdrola USA NY companies for the coming years …

Stability until 01/01/2014

Economic incentives to improve efficiency

Reduction of volatility 
(protection against demand evolution, storm costs, pensions, taxes,…)

… what should lead to a path of growth in results 
and a stronger financial and credit profile
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APPENDIX
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Key dates

Effective dates – Vary depending on provision

Make-whole periodAug. 26 – Sept. 25, 2010

New ratesSeptember 26, 2010

RDM implementedOctober 1, 2010

Reporting dates

Merger CAPEX filingJanuary 31, 2011

Vegetation management filingMarch 15, 2012

SAIFI CAIDI auditJanuary 15, 2012

Monthly CAPEX Variance reportOctober 15, 2010

Rate year 2 and 3 rate increasesSept. 1, 2011 and 2012

Annual ESM reportMarch 31, 2012
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Electric reliability

Target

NYSEG

Min 1.20
Max 1.26

SAIFI

CAIDI

1.90

RG&E
0.90SAIFI

CAIDI

Rev 
adjustment

$5.0 M

ESM
adjustment

At Risk Total

2011    $0 - 17.8
2012   $0 - 33.2 
2013  $0 – 62.7

Penalties double if metric missed 

Independent audit of SAIFI / CAIDI performance in 2011

Min 2.08
Max 2.18

$3.5 M
$7.0 M

$3.5 M
$7.0 M

Any Miss

2011 $3.8 M
2012 $5.2 M
2013 $6.7 M

2011    $0 - 12.2
2012   $0 – 23.0 
2013  $0 – 44.3

Any Miss

2011 $2.2 M
2012 $3.0 M
2013 $4.3 M$5.0 M
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Customer service quality – Key points

Companies are eliminating existing contact satisfaction surveys

Companies are on track to exceed PSC complaints measure –
Additional emphasis on this measure due to impact on earnings sharing

Review of all calls associated with PSC contacts and provide additional training

At risk metric: Calls answered in 30 seconds

Can not close walk-in offices – Except upon PSC petition

Must institute a “Service Guarantee” credit of $20 for missed appointments
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Customer service quality

Effective in 2010

PSC complaints

Overall customer sat. (NYSEG)
Contact satisfaction (RG&E)

Calls answered in 30 seconds

Estimated meter reads

<= 1.0 $0.8 – 3.2

> 73% $0.8 – 3.2

> 63% $0.6 – 2.3

< 6.1% $0.4 – 1.6

NYSEG

Metric Penalty 
($M)

< 1.8 $0.5 – 2.0

TBD $0.5 – 2.0

>= 77% $0.3 – 1.2

< 6.0% $0.3 – 1.2

RG&E

Metric Penalty 
($M)

Penalties double and redouble if missed in consecutive years

$2.6 – 10.3 $1.6 – 6.4Total
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Legal Notice
DISCLAIMER

This document has been prepared by Iberdrola, S.A. exclusively for use during the presentation about New York State’ gas and electricity rate
cases of the 2010 fiscal year. As a consequence thereof, this document may not be disclosed or published, nor used by any other person or
entity, for any other reason without the express and prior written consent of Iberdrola, S.A.

Iberdrola, S.A. does not assume liability for this document if it is used with a purpose other than the above.

The information and any opinions or statements made in this document have not been verified by independent third parties; therefore, no
express or implied warranty is made as to the impartiality, accuracy, completeness or correctness of the information or the opinions or
statements expressed herein.

Neither Iberdrola, S.A. nor its subsidiaries or other companies of the Iberdrola Group or its affiliates assume liability of any kind, whether for
negligence or any other reason, for any damage or loss arising from any use of this document or its contents.

Neither this document nor any part of it constitutes a contract, nor may it be used for incorporation into or construction of any contract or
agreement.
Information in this document about the price at which securities issued by Iberdrola, S.A. have been bought or sold in the past or about the
yield on securities issued by Iberdrola, S.A. cannot be relied upon as a guide to future performance.

IMPORTANT INFORMATION

This document does not constitute an offer or invitation to purchase or subscribe shares, in accordance with the provisions of the Spanish
Securities Market Law (Law 24/1988, of July 28, as amended and restated from time to time), Royal Decree-Law 5/2005, of March 11, and/or
Royal Decree 1310/2005, of November 4, and its implementing regulations.

In addition, this document does not constitute an offer of purchase, sale or exchange, nor a request for an offer of purchase, sale or exchange of
securities, nor a request for any vote or approval in any other jurisdiction.

The shares of Iberdrola, S.A. may not be offered or sold in the United States of America except pursuant to an effective registration statement
under the Securities Act or pursuant to a valid exemption from registration.
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FORWARD-LOOKING STATEMENTS

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

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

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

Legal Notice
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