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Legal Notice

DISCLAIMER

This document has been prepared by Iberdrola, S.A. exclusively for use during the 5th. investor day  of the year 2008 in presentations 
about the company to analysts and investors. 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 any other type of 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.
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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.

In particular, this document does not constitute an offer to purchase, sell or exchange or the solicitation of an offer to purchase, sell or 
exchange any securities. 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 document 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. 

Legal Notice
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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.

In this regard, 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 National Securities Market Commission (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
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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.

Energy Retail Agenda

Current Retail and Market Overview

How we are structured to be successful in this market

Industry challenges and how we are managing these through our strategic objectives

Our achievements so far with customers central to everything we do

Embedding sustainable efficiencies and driving further value

Improved working capital and customer service

Future opportunities

Conclusion
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Retail Competitor and Market Overview

Power customers 
balanced against 

generation, gas base 
95% covered for 

2008

Marginal growth 
with focus on value 

given rising 
wholesale, CERT, 
& transportation 

costs

€ 4m

Segmented pricing 
policy to maximise 

value, premium 
products for targeted 

sales/retention

Brand Retail 
Position

Wholesale 
View

Growth 
Ambition

Marketing 
Spend

UK Market Data

Power 402,611GWh (-0.8%)
Gas 1,062,561GWh (+1.5%)

• 2007 Demand

• Total Supply Points

Recent recruitment 
drive, focus on 

volume over value, 
compete on-line 

with BG price

€ 17m

Sell most of 
generation forward, 
significant upstream 

gas business

Most expensive off-
line, documented 

service issues, 
challenger to BG, 

national brand

Investment in ATL, 
700k growth in 

2007/08
€ 6m

Pricing policy 
suggests substantial 

losses at current 
market prices

‘Responsible pricing 
policy’

Strong in Service, 
now #2 for customer 

numbers

Largest gas base & 
limited generation, 
most sensitive to 
wholesale gas 

volatility

Flat in 2007/08, 
largest field sales, 
lowest price online.

€ 52m
Brand leader, price 

leader online, 
service issues

25.9m power

21.6m gas

• Average off-line Direct Debit Dual Fuel bill 
£964 (€1,350); range £952 - £972 

Energy Retail Dimensions

• 5.3m customers - 3.4m power, 1.9m gas 

• Domestic sales 1m

• Total Supply Points
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Despite rising input costs competition remains strong

with BG pricenational brand

Commitment to exit 
coal, focus on 

nuclear new-build, 
BE front runner

Significant scale in 
generation & 

growing international 
gas & trading 
businesses

Growing brand 
awareness with ‘in the 
pack’ standard price

Aspiring Green, in-
pack pricing focus 

on value over volume

€ 12m

€ 50m

No clear growth 
ambition, pricing 
not competitive

Added 1k sales 
agents, focus on 

higher 
demographics

•Source for Marketing Spend: AC Neilsen, spend across ATL, DM and Internet, Apr 07 – Mar 08

• 750 FTE salesforce, 10 sales channels

• 6.8m calls received 

• 14m bills issued

• 50m payments collected

• CERT €262m total 2008-11

Legal/ Finance/ 
Procurement etc provided 

by Central functions

Willie MacDiarmid 
Director, Energy Retail

Energy Retail – What We Do

An agile, lean and efficient business to grow shareholder value

Raymond Jack,
Project Pearl Director

Matthew Harwood
Product Director*

Colin Gilchrist
Operations Director

Jim Paterson
Sales & Marketing 

Director

Neil Clitheroe
Customer Service 

Director

Gordon Simpson
CIS Business Project 

Director*

Embedding 
sustainable 

efficiencies – ‘Project 
Pearl’

Targeting and 
retention of 

valuable customers

Maximising value 
from customer 

portfolio

Achieving ‘best in 
class’ customer 
service and debt 

management

Driving  
operational 

excellence across 
meter to bill

• Efficiency improvements 
across end-to-end value 
chain

• Managing all Sales 
Channels

C t i ti

• “End-to-end” value 
enhancement of all ER 
products

Delivering ‘world 
class’ Customer 

Information System

• Single streamlined 
function for service & 
debt

• Continued focus on 
eliminating waste and 
driving productivity

• Supports strategic 
initiatives and will provide 
further efficiencies
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• €150m total target by 
2010

• Customer migration up 
the ‘Value Ladder’

• Energy Product 
development

• Focussed advertising 
campaigns

• Optimisation of Smart 
Metering strategy

• Development of new 
products eg Home and 
Energy Services

• Ongoing increase in 
customer self service

• Continuing working 
capital improvement 
initiatives

• Supporting customer 
service and debt 
objectives

• Maximising benefits 
from new I&C billing 
system

• Facilitates IT change 
management

• Reduces workflow, 
improves data and 
increases cross selling 
opportunities

* Established as part of recent reorganisation aimed at shaping the business to meet future requirements and deliver improved customer value.
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Energy Retail – Achievements

Project Pearl Sales & Marketing Customer Services Operations

€87m savings in run 
rate by end of 2008

Agile sales force with 
track record of 
organic growth at the 

Reduced FTE by 17% 
since June 2007

Domestic customers 
on DD increased by 
44% over 4 years to rate by end of 2008

European award 
winning Business 
Transformation team

€180m margin and 
b f h h

Track record of 
product innovation –
1st with capped price 
product

organic growth at the 
right time

First in industry to 
d l

since June 2007

Customer service 
remains strong - EW 
complaints down 
67%, FCR 81%

Debtor days down 
f  63 t  47  

Strong operations 
performance 

More accurate billing: 
overall up 21% since 
Sep 2004

44% over 4 years to 
3.1m 
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cost benefits through 
Six Sigma since 2001 

deliver energy 
efficiency obligations

from 63 to 47 over 
last 3 years

p
reducing contacts –
9% down 2008 ytd

Continuing to deliver efficiencies and strong business performance 

Delivering Value

• Operational 

External 
Influences

Customer Central to Everything We Do

Excellence

• Customer Service

• Innovative Products

• Customer Mix

• Billing

• Working Capital

• Debt

• Energy Review

• Competition

• Regulation

• Market 
Environment

• Industry 
benchmarking

• Media
Enablers

• People
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• People

• IT / CIS

• Project Pearl

• Smart Metering

• Self-Service
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Current Industry Challenges

A competitive market with all competitors facing higher wholesale costs

Strong retention and migration to high value 
customers through targeted marketing Wholesale / Retail Prices

I&C and domestic fixed price contracts are 
hedged to lock in margin

10
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Innovative products designed for current market 
– fixed term price with termination penalties
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Organic customer growth only when supported by 
market conditions 0

10

Jan-06 Apr-06 Jul-06 Oct-06 Jan-07 Apr-07 Jul-07 Oct-07 Jan-08 Apr-08

Gas (p/therm) Retail gas price less non energy costs
Power (£/MWh) Retail power price less non energy costs

… if wholesale prices remain high then tariff increases are required… if wholesale prices remain high then tariff increases are required

Unless tariffs increase to cover current wholesale 
costs then net margins will be impacted

Strategic Objectives

Deliver €150m challenge by streamlining 
processes and costs – Project Pearl

5,200

5,400

80%

100%

Grow value by product innovation and 
reshaping the customer base

Lobbying for most appropriate outcome 
from The Energy Bill

Reduce customer contacts. Focus on First 
Call Resolution and self service

4,200

4,400

4,600

4,800

5,000

0%

20%

40%

60%
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… developing a lean operating model delivering quality service, value … developing a lean operating model delivering quality service, value 
and product innovationand product innovation

Optimise implementation of new Customer 
Information System and Smart Metering

from The Energy Bill ,

Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr

%

Manpower 1st Call Resolution Bill Quality
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Project Pearl – Embedding Sustainable Efficiencies

Controllable costs decreasing
which is delivering on profitability improvements…

Actions

Energy

T & D

CTS
Net Margin

100

77

Cost to Serve 
(Base 100 = 2007)

52 ongoing (13 completed to date) projects to 
embed and sustain further cost reductions:

• Reduce customer contacts
• Migration of customers to reduce contact 

levels and bad debt risk
• Enhance end to end process efficiency

91

Annualised savings of €57 M 
l d hi d**
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Standard 
cost 

structure

2007 Pre 
Strategic 

Plan*

2010 
Target*

… and the optimisation of the 5.3 million client base… and the optimisation of the 5.3 million client base

€150 M savings by 2010**

Mar 2008 
annualised 

effect*

already achieved**

*Excluding inflationary effect, EEC/CERT costs and capture costs
**Annualised savings based on constant exchange rate, includes benefit from Cost to Serve reduction and other initiatives

Dual

HIGH 
VALUE

Energy Retail Value Ladder

Key Driver of Value
• Margins

Aggressive winback 
and retention 

activity of high value 

Domestic DD base 
grown from 42% -
62% of total over 4 

years

Discount on 

Sales and marketing targeted at the most valuable customer groups

Elec 
Solus

Elec 

Dual 
Fuel

Elec 
Solus

Dual 
Fuel

Elec 
Solus

Dual 
Fuel

• Cost-to-Serve

• Churn

• Bad Debt

y g
customers

Moving late payers 
on to key meter pay-
as-you-go products 
to reduce debt risk

Phasing out 

80% of token 
meters now 

replaced with keyPremium price 
charged on QC to 

account for debt risk

premium given to 
encourage QC 

prompt payment
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Gas 
SolusElec 

Solus

Prepayment              
Token Meter

Prepayment              
Key Meter

Quarterly 
Credit – non 

prompt

Direct 
Debit

Solus

LOW 
VALUE

Quarterly 
Credit - Prompt

outdated token 
meters for smarter 

key meters
Development of innovative 
products to improve value 

further

• Fixed-term price with 
termination fee for cancellation

• Capped price product
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ER Working Capital Improvements

Successful delivery of ongoing working 
capital initiatives across the business

Higher cash collection and lower debtor days…

*63150
70

capital initiatives across the business

Debt write off <2% with task to further 
reduce

Debtor days reduced by 25% over last 3 
years

100*
114
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… continuing to make solid progress… continuing to make solid progress

483k key meters fitted to our PP customer 
base – 20% meter installations remain

Contact centres making significant 
contribution to cash collected

NOTE: Price decrease in May 07 impacting cash collected

* Indexed using December 2004 baseline.

50
Dec-04 Dec-05 Dec-06 Dec-07

20

Cash Collected* Debtor Days

Customer Service

Energywatch complaints down 67%

Significant changes with Project Pearl and 
Customer Service improves further

Energywatch Complaintsgy p

9% year on year reduction in customer 
contact

81% of c stomer contacts resol ed first

#1 supplier for metering and on-line 
services (Uswitch)

200
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600
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800
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2006
2007
2008
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… getting it right first time, more of the time… getting it right first time, more of the time

81% of customer contacts resolved first 
time

Customer self service increased from 4% 
to 11% of all contacts

0

100

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Month
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Smart Metering / Energy Services

ER can redefine service proposition, manage cts 
and gain a competitive edge

Significant change in the interface between customer and supplier

Energy Retail 
Vision

Provides an excellent opportunity to gain a 
number of benefits:

Bill

Meter Payment

Customer “self-
manages” 

consumption data 
via Smart Metering 

No more estimates. 
100% “access”, one 

data source

No QC

DD aligned Smart 

PAYG aligned 
Key

Self-managed 
payment 

(Key DD Web)

Electronic communication to support innovative 
products based on customer lifestyle

Improved customer service – 100% accurate bills, 
simpler contact resolution, fewer contacts
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Smart metering technology provides the opportunity to revolutionise our business Smart metering technology provides the opportunity to revolutionise our business 
and redefine the customer interfaceand redefine the customer interface

Customer

80% customer base 
on Smart meters

80% customers DD

20% customers Key

and Web customer 
service channel

(Key, DD, Web)
Enhance working capital position and drive down debt 

write-off

Cross-sell new Energy and Home Services products –
for example, micro-generation

Energy Retail Conclusion

• Strong competition with high switching
• Increasing commodity prices
• Tariff increase expected 
• Strong focus on external debt environment
• Consumers facing inflationary pressures

UK market

• Migration to high value and DD / Key products
• Product innovation e.g. fixed price with 

premium and locked in margin
• Retention through significantly improved

External challenges are being 
managed by:

External challenges are being 
managed by:
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ScottishPower
• Retention through significantly improved 

customer service
• Successful ongoing working capital initiatives
• Planned commercial opportunities from Smart 

Metering and emerging Home and Energy 
services markets

Energy Retail is well positioned to grow the value of the businessEnergy Retail is well positioned to grow the value of the business


