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Strategic Report

This Strategic Report has been prepared to provide additional information to shareholders to assess the
Group’s strategies and the potential for the strategies to succeed.

The Strategic Report contains certain forward-looking statements. These statements are made by the
directors in good faith based on the information available to them up to the time of their approval of this
report and such statements should be treated with caution due to the inherent uncertainties, including both
economic and business risk factors, underlying any such forward-looking information.

The directors, in preparing this Strategic Report, have complied with Section 414C of the Companies Act
2006.

The Strategic Report discusses the following areas:
= Nature of the business.

=  Business model, strategy and objectives.

= Fair review of the business.

= Key performance indicators.

= Principal risks and uncertainties.

=  Corporate social responsibility.

=  Future developments.

=  Going concern basis.

Nature of the business
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Atlantica Yield plc (hereinafter “we”, “our”, the “Company” or “Atlantica Yield”) was registered in
England and Wales, incorporated in Great Britain, as a private limited company on December 17, 2013
under the name “Abengoa Yield Limited.” On March 19, 2014, we were re-registered as a public limited
company, under the name “Abengoa Yield plc.” On January 7, 2016, we changed our corporate brand to
Atlantica Yield. At our annual shareholders meeting held in May 2016, we changed our legal name to
Atlantica Yield plc. Our shares are listed on the NASDAQ Global Select Market under the symbol “ABY”".

We are a total return company that owns, manages, and acquires renewable energy, conventional power,
electric transmission lines and water assets, focused on North America (the United States and Mexico),
South America (Peru, Chile, Brazil and Uruguay) and EMEA (Spain, Algeria and South Africa). We intend
to expand, maintaining North America, South America and Europe as our core geographies.

As of December 31, 2016, we own or have interests in 21 assets, comprising 1,442 MW of renewable
energy generation, 300 MW of conventional power generation, 10.5 M ft3 per day of water desalination
and 1,099 miles of electric transmission lines, as well as an exchangeable preferred equity investment in
Abengoa Concessoes Brasil Holding S.A. (“ACBH”). ACBH is a subsidiary holding company of Abengoa
engaged in the development, construction, investment and management of contracted concessions in
Brazil, comprised mainly of transmission lines. See Section “Events during the period” for an update on
ACBH investment. All of our assets have contracted revenues (regulated revenues in the case of our
Spanish assets) with low-risk off-takers and collectively have a weighted average remaining contract life of
approximately 21 years as of December 31, 2016. Most of the assets we own have a project-finance
agreement in place.

We are focused on high-quality, newly-constructed and long-life facilities with creditworthy counterparties
that we expect will produce stable, long-term cash flows. We will seek to grow our cash available for
distribution and our dividend to shareholders through organic growth and by acquiring new contracted
assets from Abengoa S.A. (“Abengoa”), from third parties and from potential new future sponsors.

We have in place an exclusive agreement with Abengoa, which we refer to as the ROFO Agreement,
which provides us with a right of first offer on any proposed sale, transfer or other disposition of any of
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Abengoa’s contracted renewable energy, conventional power, electric transmission or water assets in
operation and located in the United States, Canada, Mexico, Chile, Peru, Uruguay, Brazil, Colombia and
the European Union, as well as four assets in selected countries in Africa, the Middle East and Asia.

Additionally, we plan to sign similar agreements or enter into partnerships with other developers or asset
owners to acquire assets in operation. We may also invest directly or through investment vehicles with
partners in assets under development or construction, ensuring that such investments are always a small
part of our total investments. Finally, we also expect to acquire assets from third parties leveraging the
local presence and network we have in the geographies and sectors in which we operate.

With this business model, our objective is to pay a consistent and growing cash dividend to shareholders
that is sustainable on a long-term basis. We expect to distribute a significant percentage of our cash
available for distribution as cash dividends and we will seek to increase such cash dividends over time
through organic growth and as we acquire assets with characteristics similar to those in our current
portfolio.

The Company creates value for its shareholders by seeking to (i) achieve recurrent and growing dividends
to investors valuing long-term contracted assets and (ii) to grow our cash available for distribution
(“CAFD”) and its cash dividends paid to shareholders by acquiring new contracted assets from Abengoa,
from third parties and from potential new future sponsors.

The address of our registered office is Great West House, GW1, 17th floor, Great West Road, Brentford,
United Kingdom TW8 9DF.

Events during the period

On November 27, 2015, Abengoa, our largest shareholder, filed a communication pursuant to article 5 bis
of the Spanish Insolvency Law 22/2003 with the Mercantile Court of Seville n° 2 which granted Abengoa a
deadline of March 28, 2016 to reach an agreement with its main financial creditors. On March 28, 2016,
Abengoa filed an application for judicial approval of a standstill agreement which had the support of
75.04% of the financial creditors and on April 6, 2016, the judge issued judicial approval and extended the
effects of the stay of the obligations referred to in the standstill agreement until October 28, 2016, to all
creditors. On September 24, 2016, Abengoa announced that it had signed a restructuring agreement with a
group of investors and creditors and opened an accession period for the rest of its creditors. On October 28,
2016, Abengoa filed an application for judicial approval of the restructuring agreement which, according to
the announcement, had received support of 86% of its financial creditors, above the 75% legally required
limit. On November 8, 2016, the judge declared the judicial approval extending the agreement terms to the
rest of the creditors. On November 22, 2016, Abengoa obtained the approval of its shareholders for the
restructuring agreement and measures required to implement its restructuring. On December 16, 2016,
Abengoa obtained the approval of the Chapter 11 plan for its U.S. subsidiaries and on December 20, 2016,
Abengoa announced the insolvency proceeding of Abengoa Mexico. On February 3, 2017, Abengoa
announced they have obtained approval from 94% of its financial creditors after opening an extraordinary
accession period. On February 14, 2017, Abengoa announced that it launched a waiver request in order to
approve certain amendments to the restructuring agreement and opened a voting period ending on February
28, 2017. The implementation of Abengoa’s restructuring is subject to a series of conditions precedent
which have not been fully completed as of the date of this report.

The financing arrangements of some of our project subsidiaries contain cross-default provisions related to
Abengoa, such that debt defaults by Abengoa, subject to certain threshold amounts and/or a restructuring
process, could trigger defaults under such project financing arrangements. These cross-default provisions
expire progressively over time, remaining in place until the termination of the obligations of Abengoa
under such project financing arrangements. During the year 2016, we have secured waivers or forbearances
for most of the projects which contained these clauses. We still have cross-default provisions in Kaxu and
we are currently in discussions with its project finance lenders to secure a waiver or forbearance. In
addition, the financing agreements of some of the projects contain change of ownership provisions, such
that they require that Abengoa maintains a minimum ownership on Atlantica Yield. During the year 2016,
we have also obtained waivers and forbearances for most of the projects and we are currently in
discussions with the lenders of ACT and Kaxu. In the case of Solana and Mojave, the forbearance we
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obtained from the U.S. Department of Energy, or the DOE, with respect to these assets covers reductions
of Abengoa’s ownership resulting from (i) a court-ordered or lender-initiated foreclosure pursuant to the
existing pledge over Abengoa’s shares of the Company that occurs prior to March 31, 2017, (ii) a sale or
other disposition at any time pursuant to a bankruptcy proceeding by Abengoa, (iii) changes in the existing
Abengoa pledge structure in connection with Abengoa’s restructuring process, aimed at pledging the
shares under a new holding company structure, and (iv) capital increases by us. In the event of other
reductions of Abengoa’s ownership below the minimum ownership threshold resulting from sales of shares
by Abengoa, DOE remedies will not include debt acceleration, but DOE remedies available would include
limitations on distributions to us from our subsidiaries. In addition, the minimum ownership threshold for
Abengoa in us has been reduced from 35% to 30%. We continue to work on obtaining waivers or
forbearances for Kaxu and ACT.

In addition, on January 29, 2016, Abengoa informed us that several indirect subsidiaries of Abengoa in
Brazil, including ACBH, have initiated an insolvency procedure under Brazilian law (“reorganizagao
judiciaria”) as a “Pedido de processamento conjunto”, which means the substantial consolidation of the
three main subsidiaries of Abengoa in Brazil, including ACBH. In April 2016, Abengoa presented a
consolidated restructuring plan in the Brazilian Court, including ACBH and two other subsidiaries.

In 2016, we did not receive the expected dividend payments from ACBH and, as included in the
agreements related to the preferred equity investment in ACBH, management has executed our rights in
retaining the dividends payable to Abengoa. In the third quarter of 2016, we signed an agreement with
Abengoa on ACBH preferred equity investment, among other things, with the following main
consequences:

. Abengoa acknowledged it failed to fulfil its obligations under the agreements related to the preferred
equity investment in ACBH and, as a result, we are the legal owner of the dividends we withheld
from Abengoa, amounting to $28.0 million;

. Abengoa recognized a non-contingent credit for €300 million (approximately $316 million),
corresponding to the guarantee provided by Abengoa, S.A. regarding the preferred equity investment
in ACBH, subject to restructuring and subject to adjustments for dividends retained after the
agreement. On October 25, 2016, we signed Abengoa’s restructuring agreement and accepted,
subject to implementation of the restructuring, to receive 30% of the amount (approximately $95
million nominal value) of this credit in the form of tradable notes to be issued by Abengoa. Upon
completion of the restructuring, this debt, or Restructured Debt, would have a junior status within
Abengoa’s debt structure post-restructuring. The remaining 70% (approximately $221 million
nominal value) would be received in the form of equity in Abengoa. As of the date of this report,
there is a high degree of uncertainty on the value of this debt and equity;

. In order to convert this junior debt into senior debt, Atlantica Yield has agreed, subject to
implementation of the restructuring, to participate in Abengoa’s issuance of asset-backed notes, or
the New Money 1 Tradable Notes, with up to €48 million (approximately $51 million), subject to
scale-back following the allocation process contemplated in Abengoa’s restructuring. In the fourth
quarter of 2016, we have reached an agreement with an investment fund to sell them approximately
50% of the New Money Notes we are assigned, as a result we expect the final investment to be less
than €24 million (approximately $25 million). The New Money 1 Tradable Notes are backed by a
ring-fenced structure including Atlantica Yield’s shares and A3T, a cogeneration plant in Mexico.
The New Money 1 Tradable Notes offer the highest level of seniority in Abengoa’s debt structure
post-restructuring. Upon our purchase of the New Money 1 Tradable Notes, the Restructured Debt
would be converted into senior debt;

. Upon receipt of the Restructured Debt and Abengoa equity, we would waive our rights under the
ACBH agreements, including our right to retain the dividends payable to Abengoa.
Asset portfolio

We own a diversified portfolio of contracted assets across the renewable energy, conventional power,
electric transmission line and water sectors in North America (the United States and Mexico), South
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America (Peru, Chile, Uruguay and Brazil) and EMEA (Spain, Algeria and South Africa). We intend to
expand, maintaining North America, South America and Europe as our core geographies. Our portfolio
consists of 13 renewable energy assets, a natural gas-fired cogeneration facility, several electric
transmission lines and minority stakes in two water desalination plants, all of which are fully operational.
All of our assets have contracted revenues (regulated revenues in the case of our Spanish assets) with low-
risk off-takers and collectively have a weighted average remaining contract life of approximately 21 years
as of December 31, 2016.
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The following table provides an overview of our current assets as of December 31, 2016:

Counterparty

Capacity Credit Contract
Assets Type Ownership  Location Currency"” (Gross) Off-taker Rating @ COD Years Left
Renewable 100% Arizona
Solana.......... (Solar) Class BY (USA) US. dollar 280 MW APS A-/A3/BBB+  4Q2013 27
iforni BBB/Baal/
Mojave......... Re(gi‘l’gt)’le 100% C?ll}fs"l‘;‘;‘a US. dollar 280 MW PG&E o 4Q 2014 2
Wholesale market/
Renewable . ; . BBB/Baa2/ 2Q2012 &
(4) 0/ (5)
Solaben 2/3 (Solar) 70% Spain Euro 2x50 MW Spansli,l;tl;lsctrlc BBB+ 4Q2012 21/20
Wholesale market/
Renewable . . 3 BBB+/Baa2/ 2Q2012 &
(6) o/ (7
Solacor 1/2'”. (Solar) 74% Spain Euro 2x50 MW Spanslill;t];:[l;ctrlc BBB-+ 4Q 2012 20/20
‘Wholesale market/
PS10/20..._. Re(gi‘l”a‘”‘rl)"e 100% Spain Euro 31MW  Spanish Electric Bngg’faZ/ '%gggg& 15/17
System
. Wholesale market/
Helioenergy Renewable o . ] . BBB+/Baa2/ 3Q2011 &
. (Solar) 100% Spain Euro 2x50 MW Spanslsyl;t];:[lsctrlc BBB+ 4Q 2011 20/20
Wholesale market/
Helios 1/20 Re(gi‘l'frt)"e 100% Spain Euro 2x50 MW Spanish Electric Bnggj‘aZ/ 2%%122& 21/21
System
Wholesale market/ 2Q2010 &
S"ll[;‘;;’jm Rc(gf)‘l’:;')’lc 100% Spain Euro 3x50 MW Spanish Electric Bngngaz/ 2Q2010& 18/18/19
""" System 3Q 2010
100%(19 ‘Wholesale market/
S"lf}'gﬁ‘}, Re(‘;i‘l”;')’le ° Spain Euro 2x50 MW Spanish Electric Bng/gjaZ/ 3Q 2013 2/
AAAAAAAAA System
Wholesale market/
BBB-+/Baa2/
Seville PV Renewable 80%2” Spain Furo IMW  Spanish Electric ? 3Q 2006 19
(Solar) System BBB+
Renewable o0/ (13) . BBB-
Kaxu .....cco..... (Solar) 51%! South Africa Rand 100 MW Eskom /Baa2/BBBY 1Q 2015 18
Palmatir........ Rmi‘ﬁ;l“ 100%  Uriguay  US.dollar  SOMW Uruguay B];];@?SZ/ 2Q 2014 17
Renewable BBB-/Baa2/
Cadonal......... (Wind) 100% Uruguay U.S. dollar 50 MW Uruguay BBB-19 4Q 2014 18
PYs S— CO‘;,":V“V‘B‘;“‘M 100% Mexico U dollar 300 MW Pemex Bngg’fa” 2Q2013 16
PN S — T“’“Eri‘::s“’“ 100% Peru US. dollar 362 Miles Peru B%%gﬁy 1Q 2011 24
ATS o Transmission 109 Peru  Us. dollar 569 Miles Peru BEBIAY 102014 27
Transmission :
ATN2............ Line 100% Peru U.S. dollar 81 miles Las Bambas Not rated 2Q 2015 16
Quadra 1 ....... Tra“ifi‘:ess“’“ 100% Chile US. dollar 43 Miles Sierra Gorda Not rated 2Q2014 18
Quadra?...... Tra“i‘i‘;‘]{:s”’“ 100% Chile US. dollar 38 Miles Sierra Gorda Not rated 1Q 2014 18
Palmucho...... Transmission—100% Chile  Us dollr  6Miles  EndesaChile®  BPBUBR 40 5007 21
Honaine......... Water 25.5%7 Algeria US. dollar 7 M ft’/day Sonatrach Not rated 3Q2012 21
Skikda........... Water 34.29%19 Algeria U.S. dollar ng dl;/i, Sonatrach Not rated 1Q 2009 17
Notes:

(1)  Certain contracts denominated in U.S. dollars are payable in local currency.

(2)  Reflects the counterparty’s issuer credit ratings issued by Standard & Poor’s Ratings Services, or S&P, Moody’s Investors Service Inc., or
Moody’s, and Fitch Ratings Ltd, or Fitch.

(3)  On September 30, 2013, Liberty Interactive Corporation invested $300 million in Class A membership interests in exchange for the right to
receive 61.20% of taxable losses and distributions until such time as Liberty reaches a certain rate of return, or the “Flip Date”, and 22.60%
of taxable losses and distributions thereafter.

(4)  Solaben 2 and Solaben 3 are separate special purpose vehicles with separate agreements, but they are treated as a single platform.

(5) Itochu Corporation, a Japanese trading company, holds 30% of the shares in each of Solaben 2 and Solaben 3.

(6)  Solacor 1 and Solacor 2 are separate special purpose vehicles with separate agreements but they are treated as a single platform.

(7)  JGC Corporation, a Japanese engineering company, holds 13% of the shares in each of Solacor 1 and Solacor 2.

(8)  PS10 and PS20 are separate special purpose vehicles with separate agreements but they are treated as a single platform.

(9)  Helioenergy 1 and Helioenergy 2 are separate special purpose vehicles with separate agreements but they are treated as a single platform.
(10) Helios 1 and Helios 2 are separate special purpose vehicles with separate agreements but they are treated as a single platform.

(11) Solnova 1, Solnova 3 and Solnova 4 are separate special purpose vehicles with separate agreements but they are treated as a single platform.
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(12) Solaben 1 and Solaben 6 are separate special purpose vehicles with separate agreements, but they are treated as a single platform.

(13) Industrial Development Corporation of South Africa owns 29% and Kaxu Community Trust owns 20% of Kaxu.

(14) Refers to the credit rating of the Republic of South Africa.

(15) Refers to the credit rating of Uruguay, as UTE is unrated.

(16) Refers to Empresa Nacional de Electricidad, S.A., or Endesa Chile, which is owned by the Enel Group.

(17) Algerian Energy Company, SPA owns 49% of Honaine and Sadyt owns the remaining 25.5%.

(18) Algerian Energy Company, SPA owns 49% of Skikda and Sadyt owns the remaining 16.8%.

(19) Instituto para la Diversificacion y Ahorro de la Energia, or Idea, a Spanish state-owned company holds 20% of the shares in Seville PV.

Business model, strategy and objectives

Atlantica Yield is a total return company that owns, manages, and acquires renewable energy, conventional
power, electric transmission lines and water assets, focused on North America (the United States and
Mexico), South America (Peru, Chile, Brazil and Uruguay) and EMEA (Spain, Algeria and South Africa).
We intend to expand, maintaining North America, South America and Europe as our core geographies.

We intend to grow our business mainly through acquisitions of contracted assets in operation, in the
segments where we are already present, maintaining renewable energy as our main segment and with a
focus in North and South America.

In this sense, we intend to take advantage of favourable trends in the power generation and electric
transmission sectors globally, including energy scarcity and a focus on the reduction of carbon emissions.
To that end, we believe that our cash flow profile, coupled with our scale, diversity and low-cost business
model, offers us a lower cost of capital than that of a traditional engineering and construction company or
independent power producer and provides us with a significant competitive advantage with which to
execute our growth strategy.

We signed an exclusive agreement with Abengoa, which we refer to as the ROFO Agreement, which
provides us with a right of first offer on any proposed sale, transfer or other disposition of any of
Abengoa’s contracted renewable energy, conventional power, electric transmission or water assets in
operation and located in the United States, Canada, Mexico, Chile, Peru, Uruguay, Brazil, Colombia and
the European Union, as well as four assets in selected countries in Africa, the Middle East and Asia.

Additionally, we plan to sign similar agreements or enter into partnerships with other developers or asset
owners to acquire assets in operation. We may also invest directly or through investment vehicles with
partners in assets under development or construction, ensuring that such investments are always a small
part of our total investments. Finally, we also expect to acquire assets from third parties leveraging the
local presence and network we have in the geographies and sectors in which we operate.

With this business model, our objective is to pay a consistent and growing cash dividend to shareholders,
which is sustainable on a long-term basis. We expect to distribute a significant percentage of our cash
available for distribution as cash dividends and we will seek to increase such cash dividends over time
through organic growth and as we acquire assets with characteristics similar to those in our current
portfolio.

Based on the acquisition opportunities available to us, we believe that we will have the opportunity to grow
our cash available for distribution in a manner that would allow us to increase our cash dividends per share
over time.

In general, we intend to use the following investment guidelines in evaluating prospective acquisitions in
order to successfully execute our accretive growth strategy:

= High quality off-takers, with long-term contracted revenue, ideally longer than 20 years.
= Project financing for each individual project.
=  Operations and maintenance contract in place at each project.

= Management and operational systems and processes at our level.



Focus on regions and countries that provide an optimal balance between growth opportunities and
security and risk considerations, including the United States, Canada, Mexico, Chile, Peru, Uruguay,
Colombia and the European Union, as well as selected countries in Africa.

Preference for U.S. dollar-denominated revenues, in the absence of which, we will implement a cost-
effective, ad-hoc hedging policy that will support stability of cash flows.

Our plan for executing this strategy includes the following key components:

Focus on stable, long-term contracted assets in renewable energy, conventional power generation and
electric transmission lines. We intend to focus on owning and operating these types of assets, for which
we possess deep know-how, extensive experience and proven systems and management processes, as
well as the critical mass to benefit from operating efficiencies and scale. We expect that this will allow
us to maximize value and cash flow generation going forward. We intend to maintain a diversified
portfolio in the future, as we believe these technologies will undergo significant growth in our targeted
geographies.

Maintain geographic diversification across three principal geographic areas. Our focus on three main
markets, North America, South America and Europe, helps to ensure exposure to markets in which we
believe the renewable energy, conventional power and electric transmission sectors will continue
growing significantly.

Increase cash available for distribution by optimizing our existing assets. Some of our assets are newly
operational and we believe that we can increase the cash flow generation of these assets through
further management and optimization initiatives and in some cases through repowering.

Increase cash available for distribution through the acquisition of new assets in renewable energy,
conventional power and electric transmission. We will seek to grow our cash available for distribution
and our dividend to shareholders by acquiring new contracted assets from Abengoa, from third parties
and from potential new future sponsors. We plan to sign agreements or enter into partnerships with
other developers or asset owners to acquire assets in operation. We may also invest directly or through
investment vehicles with partners a very limited portion of our cash in assets under development. We
also expect to acquire assets from third parties leveraging the local presence and network we have in
the geographies and sectors in which we operate.

Foster a low-risk approach. We intend to maintain, over time, a portfolio of contracted assets with a
low-risk profile due to creditworthy off-take counterparties, long-term contracted revenues, 90% of
cash available for distribution in, indexed or hedged to the U.S. dollar and proven technologies in
which we have deep expertise and significant experience, located in countries where we believe
conditions to be stable and safe. Additionally, our policies and management systems include thorough
risk analysis and risk management processes that we apply whenever we acquire an asset, and which
we review monthly throughout the life of the asset. Our policy is to insure all of our assets whenever
economically feasible.

Maintain financial strength and flexibility. We intend to maintain a solid financial position through a
combination of cash on hand and credit facilities.

Lastly, we believe that we are well positioned to execute our business strategies because of the following
competitive strengths:

Stable and predictable long-term U.S. and international cash flows with attractive tax profiles
Highly diversified portfolio by geography and technology

Strong corporate governance with a majority independent board and an experienced and incentivised
management team



A fair review of the business

The Company is focused on high-quality, newly-constructed and long-life facilities with creditworthy
counterparties that we expect will produce stable, long-term cash flows.

During our three first years of operation, we have focused on three priorities:

1. Creating in the case of new assets and reinforcing the processes and systems required to manage and
control our contracted assets internationally.

2. Maximizing performance of our asset portfolio. This is an area where in 2017 we still need to continue
improving the performance of some assets, including Solana and Kaxu.

3. Acquiring and integrating new contracted assets.

During 2016, we have also focused our efforts in eliminating risks associated to our sponsor’s insolvency
process and in becoming an independent company.

In this sense, during 2016 we have built our own back-office independent from Abengoa and we have
separated our IT systems.

In addition, we have obtained waivers and forbearances for most of our projects. Some of our projects
contained cross-default provisions and change of ownership provisions with Abengoa, such that debt
defaults by Abengoa, subject to certain threshold amounts and/or a restructuring process, could trigger
defaults under such project financing arrangements. Some of our projects also included change of
ownership that would be triggered if Abengoa ceases to own at least 35% of Atlantica Yield’s shares.
During the year 2016, after obtaining waivers and forbearances for most of our projects, we are still
working in securing waivers or forbearances for Kaxu for cross-default and change of ownership and ACT
for change of ownership.

In 2016, the Company and its subsidiaries reported revenues of $971.8 million (2015: $790.9 million) and
a loss for the year attributable to the parent company of $4.9 million (2015: loss of $209.0 million).

$ in millions 016 2015

Revenue 971.8 790.9
Operating Profit 402.4 344.5
Profit / (Loss) for the Year 1.6 (198.2)
Loss for the Year Attributable to the Parent Company 4.9) (209.0)

As of 31 December 2016, our cash and cash equivalents at the project company level were 472.6 million as
compared with $469.2 million as of 31 December 2015. In addition, our cash and cash equivalents at the
Atlantica Yield level were $122.2 million as of 31 December 2016 compared with $45.5 million as of 31
December 2015.

We expect our on-going sources of liquidity to include cash on hand, cash generated from our operations,
project debt arrangements, corporate debt and the issuance of additional equity securities, as appropriate,
subject to market conditions. Our financing agreements consist mainly of the project-level financings for
our various assets, the 2019 Notes and the Credit Facility. In addition, on 10 February 2017, we signed a
Note Issuance Facility that we intend to use to repay and cancel Tranche B of our Revolving Credit
Facility.

Based on our current level of operations, we believe our cash flow from operations, available cash and
available borrowings under our financing agreements will be adequate to meet our future liquidity needs
for at least the next twelve months.

In 2016, we paid total dividends of $0.453 per share to our shareholders and from that amount we retained
$19.0 million of the dividend attributable to Abengoa in accordance with the provisions of the agreements
reached with Abengoa in relation to our preferred equity investment in ACBH. In 2015, we paid $1.4292
per share and from that amount we retained $9.0 million of the dividend attributable to Abengoa in
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accordance with the provisions of the agreements reached with Abengoa in relation to our preferred equity
investment in ACBH.

As previously stated within this Consolidated Annual Report, all of our assets have contracted revenues
with low-risk off-takers and collectively have a weighted-average remaining contract life of approximately
21 years as of December 31, 2016. To gain an overall fair review of the business we enclose below a
detailed breakdown of our results of operations for the years ended as of December 31, 2016 and 2015:



2016 2015

$ in millions

Revenue $ 971.8 §$ 790.9
Other operating income 65.5 68.8
Raw materials and consumables used (26.9) (23.2)
Employee benefit expenses (14.7) (5.8)
Depreciation, amortization and impairment charges (332.9) (261.3)
Other operating expenses (260.3) (224.9)
Operating profit $ 4024 $ 344.5
Financial income 33 35
Financial expense (408.0) (333.9)
Net exchange differences (9.6) 3.9
Other financial income/(expense), net 8.5 (200.2)
Financial expense, net $ (405.8) $ (526.7)
Share of profit/(loss) of associates carried under the equity method 6.7 7.8
Profit/(Loss) before income tax $ 33 § (174.4)
Income tax (1.7) (23.8)
Profit/(Loss) for the year $ 1.6 $ (198.2)
Profit/(loss) attributable to non-controlling interests (6.5) (10.8)
Loss for the year attributable to the parent company S 4.9 § (209.0)

Revenues increased by 22.9% to $971.8 million in the year ended 31 December 2016, compared with
$790.9 million for the year ended 31 December 2015. The increase is largely attributable to the
acquisitions of Helioenergy 1/2, Helios 1/2, Solnova 1/3/4, ATN2 in the second quarter of 2015 as well as
Kaxu and Solaben 1/6 in the third quarter of 2015. Additionally, production at Mojave increased as the
project entered into its second year of operations. These resulted in a net electricity production of 5,503
GWh in operation for the year ended December 31, 2016, compared with 5,001 GWh produced during the
year ended December 31, 2015.

The following table sets forth our other operating income for the years ended December 31, 2016 and
2015:

Year ended December

31,
2016 2015
Other operating income $ in millions
Grants 59.1 67.8
Income from various services 6.4 1.0
Total 65.5 68.8

Other operating income decreased by 4.8% to $65.5 million for the year ended December 31, 2016,
compared with $68.8 million for the year ended December 31, 2015. The decrease was mainly due to the
decrease in Grants to $59.1 million for the year ended December 31, 2016 from $67.8 million in the same
period of 2015. Income classified as grant represents the financial support provided by the U.S.
Administration to Solana and Mojave and consists of ITC Cash Grants and an implicit grant related to the
below market interest rates of the project loans with the Federal Financing Bank. The decrease relates to
the implicit grant of Mojave and is driven by the October 2015 repayment of the short-term tranche of its
loans. Income from various services for the year ended December 31, 2016 increased compared to the year
ended December 31, 2015 due to the $5.1 million insurance income recorded at Solana.



Raw materials and consumables used increased by $3.7 million to $26.9 million for the year ended
December 31, 2016, compared with $23.2 million for the year ended December 31, 2015, primarily due to
the higher volume of spare parts and consumables at Solana and raw materials used at the projects acquired
during 2015.

Employee benefit expenses increased by $9.0 million to $14.8 million for the year ended December 31,
2016, compared with $5.8 million for the year ended December 31, 2015. The increase is mainly due to the
transfer of employees previously employed by subsidiaries of Abengoa who were providing services to
Atlantica Yield under the Support Services Agreement to subsidiaries of Atlantica Yield. The transfer
occurred over the first six months of 2016 and the Support Service Agreement was terminated in the
second quarter of 2016. Additionally, during 2015, Management employees of Atlantica Yield were
transferred to companies within the perimeter of Atlantica Yield and the Executive Services Agreement
was terminated, which has also caused an increase in employee benefits expenses.

Depreciation, amortization and impairment charges increased by 27.4% to $332.9 million for the year
ended December 31, 2016, compared with $261.3 million for the year ended December 31, 2015. The
increase was largely attributable to the depreciation and amortization expenses of Helios 1/2, Solnova 1/3/4
and Helioenergy 1/2 acquired in the second quarter of 2015 as well as Kaxu and Solaben 1/6 acquired in
the third quarter of 2015. Additionally, in the fourth quarter of 2016, we recognized $20.3 million of
impairment in our wind assets mainly due to lower than expected wind resource in the previous two years
(see Note 13 to our Consolidated Financial Statements).

The following table sets forth our other operating expenses for the years ended December 31, 2016 and
2015:



Year ended December 31,

2016 2015
$in % of $in % of

Other operating expenses millions revenue millions revenue

Leases and fees 53 0.5% 39 0.5%
Operation and maintenance 133.3 13.7% 116.5 14.7%
Independent professional services 30.5 3.2% 19.0 2.4%
Supplies 17.2 1.8% 18.0 2.3%
Insurance 23.4 2.4% 20.2 2.6%
Levies and duties 44.5 4.6% 324 4.1%
Other expenses 6.2 0.6% 14.9 1.9%
Total 260.3 26.8% 224.9 28.4%

Other operating expenses increased by 15.8% to $260.3 million for the year ended December 31, 2016,
compared with $224.9 million for the year ended December 31, 2015. This was primarily due to the other
operating expenses of the companies acquired in the second and third quarter of 2015. Levies and duties
correspond largely to the electricity tax of our Spanish solar assets and the increase is mainly attributable to
the acquisition of Helios 1/2, Solnova 1/3/4, Helioenergy 1/2 and Solaben 1/6.

We have changed our presentation of “Other operating expenses” to better reflect the nature of our
business and costs. Prior period amounts have been reclassified to conform to the new classification
presented in the table above.

As a result of the above factors, operating profit increased by 16.8% to $402.4 million for the year ended
December 31, 2016, compared with $344.5 million for the year ended December 31, 2015.

Year ended December

31,
Financial income and financial expense 2016 2015
$ in millions

Financial income 33 3.5
Financial expense (408.0) (333.9)
Net exchange differences 9.6) 3.9
Other financial income/(expense), net 8.5 (200.2)
Financial expense, net (405.8) (526.7)

Net financial expense decreased to $405.8 million for the year ended December 31, 2016, compared with
$526.7 million for the year ended December 31, 2015, mainly due to the impairment of the preferred
equity investment in ACBH recognized in 2015 partially offset by the increase in the financing expense in
2016. Both effects are analysed below.

The following table sets forth our financial expense for the years ended December 31, 2016 and 2015:

Year ended December
31,
Financial expense 2016 2015

$ in millions
Expenses due to interest:

Loans with credit entities (242.9) (197.9)
Other debts (91.0) (81.9)
Interest rates losses derivatives: cash flow hedges (74.1) (54.1)
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Total (408.0) (333.9)

Financial expense increased by 22.2% to $408.0 million for the year ended December 31, 2016, compared
with $333.9 million for the year ended December 31, 2015. This increase was largely attributable to
interest expenses from loans and credits of the assets acquired in the second (Helios 1/2, Solnova 1/3/4,
Helioenergy 1/2 and ATN2) and third quarter (Kaxu and Solaben 1/2) of 2015. Interest expense also
increased due to the interest corresponding to the Tranche B of the Credit Facility closed on June 26, 2015
and fully drawn in September 2015.

Interest on other debt is primarily interest on the notes issued by ATS, Solaben 1/6 and ATN, and the 2019
Notes, as well as interest related to the investment from Liberty in Solana. The increase is mainly due to
the acquisition of Solaben 1/6 in the third quarter of 2015.

Losses from interest rate derivatives designated as cash flow hedges correspond mainly to transfers from
equity to financial expense when the hedged item is impacting the Consolidated Financial Statements. The
increase is principally due to the acquisition of solar assets in Spain that usually hedge interest rate risk
with swaps.

Year ended December

31,
Other financial income/(expenses) 2016 2015
$ in millions

Dividend ACBH (Brazil) 28.0 18.4
Other financial income 13.0 1.5
Impairment preferred equity investment in ACBH (22.1) (210.4)
Other financial losses (10.4) 9.7
Total 8.5 (200.2)

Other financial income, net increased to $8.5 million income for the year ended December 31, 2016,
compared with a $200.2 million financial expense, net for the year ended December 31, 2015.

On January 29, 2016, Abengoa informed us that several indirect subsidiaries of Abengoa in Brazil,
including ACBH, initiated an insolvency procedure under Brazilian law (“reorganizacao judiciaria”),
including ACBH. According to the agreement reached with Abengoa in the third quarter of 2016, they
have acknowledged that Atlantica Yield is the legal owner of the dividends retained from Abengoa
amounting to $28.0 million. As a result, we have recorded $28.0 million in our Consolidated Financial
Statements, in accordance with the accounting treatment given previously to the ACBH dividend.

Additionally, taking into account the agreement signed with Abengoa regarding the ACBH preferred
equity investment, we have performed a valuation of the instrument as of 31 December 2016 using a
probability weighted average method. This valuation method considers the probability of the restructuring
agreement being made effective and has resulted in an impairment of $22.1 million (see Note 23 to the
Annual Consolidated Financial Statements). This impairment is a non-cash item.

The increase in other financial income corresponds principally to $7.7 million of subordinated debt with
the EPC contractor of one of our assets which has been cancelled in the third quarter of 2016 and financial
income from the early payment of payables with Abengoa.

Other financial losses mainly include guarantees and letters of credit, wire transfers and other bank fees
and other minor financial expenses.

Share of profit of associates carried under the equity method decreased to $6.7 million for the year ended
December 31, 2016, compared with a $7.8 million for the year ended December 31, 2015. The decrease is
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mainly due to the results of Helioenergy 1/2 which were recorded under the equity method from the
acquisition of the initial 29.6% stake in February 2015 until May 2015 when we gained control of the asset
and started consolidating it.

As a result of the above factors, we reported a profit amounting to $3.3 million for the year ended
December 31, 2016, compared with a loss before income taxes of $174.4 million for the year ended
December 31, 2015.

Income tax expense amounted to $1.7 million for the year ended December 31, 2016, compared with an
income tax expense of $23.8 million for the year ended December 31, 2015. In 2016, our effective tax rate
differs from the average nominal tax rate mainly due to a net of different effects. Permanent differences in
some jurisdictions, particularly in Mexico had a positive impact in our income tax expense. This effect was
offset by tax losses for which we did not record a tax credit in some jurisdictions, in accordance with IFRS.

Income tax expense amounted to $23.8 million for the year ended December 31, 2015. Our effective tax
rate differed from the average nominal tax rate mainly due to permanent differences resulting primarily
from inflationary effects in Mexico and incentives related mainly to the tax exemption of ACBH
dividends.

Profit attributable to non-controlling interest decreased by 39.7% to $6.5 million in the year ended
December 31, 2016, compared with $10.8 million in the year ended December 31, 2015 mainly due to
lower results in most of the projects in which we have partners.

As a result of the above factors, loss attributable to the parent company decreased to $4.9 million for the
year ended December 31, 2016, compared with a loss attributable to the parent company of $209.0 million
for the year ended December 31, 2015.

The factors affecting our results of operations are:

= Regulation

= Power purchase agreements and other contracted revenue agreements
= Tax incentives in the United States for renewable energy assets

= Tax accelerated depreciation for Spanish new assets

= Specific corporate income tax rules in Mexico

= Capital expenditures

= Interest rates

= Exchange rates

In addition, the comparability of our results of operations is affected by the acquisitions we closed during
the year 2015.

With the fleet of assets that we own, we believe that we have a balanced portfolio in terms of geographies
and technologies that provides the Company the critical mass required to continue capturing opportunities
to (i) continue improving the performance and cash generation of our assets and (ii) continue growing
through acquisitions from Abengoa, third parties or new potential future sponsors.
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Key performance indicators

In addition to the factors described above, we closely monitor the following key drivers of our business
sectors’ performance to plan for our needs, and to adjust our expectations, financial budgets and forecasts
appropriately.



As of December, 31

2016 2015
Renewable Energy
MW in operation1 1,442 1,441
GWh produced 3,087 2,536
Conventional Power
MW in operation' 300 300
GWh produced” 2,416 2,465
Availability (%)’ 99.1% 101.7%
Electric Transmission
Miles in operation 1,099 1,099
Availability (%)’ 100.0% 99.9%
Water
Mft’ in operation 10.5 10.5
Availability (%)’ 101.8% 101.5%

! Represents total installed capacity in assets owned at the end of the period, regardless of our percentage of
ownership in each of the assets.

? Conventional production and availability were impacted by a periodic scheduled major maintenance in February

2016.

3 Availability refers to actual availability divided by contracted availability.

Principal risks and uncertainties

The Company and its underlying assets are subject to a number of risks ranging from operating, regulatory,
financial and connection to Abengoa. The processes and systems implemented have been designed to
mitigate those risks to the extent possible. We include the following table as a summary of some of those
risks and action plans carried out to mitigate them:

Assessment of change in risk year-
on-year

Mitigation of risk

Poor performance of assets.

Loss of revenues and cash flows at the
project company level, which has
subsequent impact on cash returns to
the Company. In addition, we rely on
third parties for the supply of services
and equipment, including
technologically complex equipment.

Operational risks are higher in younger
assets than in more mature ones and
likely to remain similar in the next few
years.

* Dedicated supervisory and

management teams.

" Reporting and monitoring systems in
place.

" Proven technology through years of
experience.

" Operation and maintenance
contracted with specialists.

" Tracked down alternative O&M
opportunities in the market.

" Access to future acquisitions.

" Impede our ability to execute our
growth strategy.

® In order to grow, we depend on the
availability of low risk contracted
assets with stable cash flows. Given
that we distribute as dividends a
significant portion of the case we
generate, we also depend on
financing availability to finance
growth, including access to capital
markets. During the first half of
2016, access to financing has been
curtailed by market conditions and
other factors.

" Maintain ROFO agreement with
current sponsor.

" Seek to sign similar agreements or
enter into partnerships with other
developers or asset owners to acquire
assets.

" Pursue acquisitions from  third
parties.

" Dedicated supervisory and
management teams to locate

opportunities within the market.

" Regulation - legal, environmental
and general compliance - of each
asset.

" Uncertainty or changes to any such
regulation could adversely affect the
profitability of our current plants and

Although there have been no material
changes for the underlying assets in
2016, there may be risks in the future
due to events during the period, in

" Investment grade ratings in most of
our assets.

= Strong power purchase agreement or
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our ability to refinance projects.

Assessment of change in risk year-

on-year
particular:

" In the Us, the current
administration’s proposed

environmental and tax policies may
create regulatory uncertainty in the
clean energy sector and may lead to a
reduction or removal of various clean
energy programs and initiatives
designed to curtail climate change. In
addition, the current Us
administration has made public
statements regarding reducing the
corporate tax rate and limiting
interest expense deductibility.

In addition, we may be exposed to
political, social and macroeconomic
risks  relating to the United
Kingdom’s potential exit from the
European Union.

Mitigation of risk

concession contracts in most assets.

® Management and specialized
compliance  teams  continuously
tracking down any potential change.

" Reporting and monitoring system.

" Financing each

contract.

agreements  in

" Restrictions to distribute cash out of
project companies.

" Declare project finance debt to be
due and payable immediately.

Additional risks derived from the
Company’s acquisitions.

Cross-default provisions and change
of ownership provisions related to
Abengoa (see below).

" Reporting and  monitoring  of
covenants in each contract.

" Management and specialized
compliance and  legal  teams
continuously tracking down any
change.

" Connection to Abengoa.

" Our reputation is still closely related
to Abengoa’s reputation.

" Existing operation and maintenance
agreements, outstanding debt, cross-
default provisions, minimum
ownership  provisions,  existing
guarantees and other risks.

Cross-default provisions related to
Abengoa could trigger defaults under
project  financing  arrangements
(Kaxu).

Change of ownership provisions
related to Abengoa could trigger

defaults under project financing
arrangements in case Abengoa
ownership of Atlantica  Yield

decreased below the minimum levels
defined in the financing agreements
(ACT, Kaxu and under non-forborne
limited circumstances Solana and
Mojave).

Reputational relation to Abengoa is
lower but it still exists in some areas.

" We have set up our own independent
back office and our own IT systems
separate from Abengoa.

" Contingency plan in each key area.
* Corporate governance.

" New corporate brand and new legal
name.

" Cross-default  provisions
progressively over time.

expire

® Current discussions with our project
finance lenders.

" Liquidity risk.

" Not being able to meet our financial
obligations as they fall due.

We have signed a note issuance facility
for €275 million (approximately $294
million) the proceeds of which, we
intend to use towards repayment and
cancellation of the Tranche B of the
Credit Facility which matures in
December 2017. The new note
issuance facility has three series
maturing in 2022 (€92 million), in
2023 (€91.5 million) and 2024 (€91.5
million)

" Processes and systems in place.
® Cash in hand.

" At least 10% of cash flows generated
by our project companies and
distributed to the holding company
retained.

* Possibility to change dividend policy.

" Refinancing  of
corporate debt

bullet-maturity

" Interest rate and foreign currency
exchange rate.

" Increases in rates would raise our
finance  expenses  at  project
companies or corporate level.

" In addition to the existing Currency

Swap Agreement entered with
Abengoa for distributions from
Spanish assets, we signed two
currency options with a leading
financial institution to guarantee
minimum Euro-U.S. dollar exchange
rates

"No material changes for the
underlying assets related to interest
rates.

" Policy to hedge in order to have a
90% at least of cash flows generated
by our project companies in USD or
hedged to USD.

"91% of our total interest
exposure is fixed or hedged.

risk




on-year

" Credit risk " Not being able to collect our | ® We consider the credit risk with | ® 95% of our clients are investment
revenues clients limited as our revenues and grade offtakers (based on Moody’s
other revenue contracted agreements rating). As of 31 December 2016

are with electric utilities and states- and 2015, we did not have trade
owned entities receivables outstanding for more than
three months.

The directors have considered the Group’s relationship with its shareholder, Abengoa S.A, and the events
that have taken place in the year as discussed in Note 1 to the Consolidated Financial Statements.

Corporate and social responsibility

Atlantica Yield creates value for its investors by owning, managing and acquiring a diversified portfolio of
contracted assets in operation in the energy and the environment sectors.

Since its foundation the Company manages a portfolio of renewable, clean conventional (cogeneration
technology) and water assets and transmissions lines. In 2016 we incorporated to our portfolio of
renewable assets a photovoltaic asset, consolidating Atlantica Yield efforts to continue promoting a low-
carbon energy industry and a business model based on a sustainable development. Atlantica Yield intends
to take advantage of favourable trends in the power generation, electric transmission, and water sectors
globally, related to the energy scarcity and a focus on the reduction of carbon emissions.

We own a geographically diverse portfolio of assets, with a primary focus on North and South America.
Atlantica Yield is committed to create a positive impact in the diverse local communities where the
Company develops its activities. The Company also focuses its efforts in guaranteeing the integrity and
safety of the employees that work and operate in our facilities.

The main milestones and figures for 2016 are:

We have established a management system that guarantees that the Company complies with regulations in
force and with our policies in each of the markets we operate. In this sense, we measure the environmental
impact of our activities, monitoring, identifying and implementing action plans to reduce that impact at
each of our assets. Every year we set improvement targets in order to achieve higher quality, environmental
standards.

Throughout the year 2016 we have been able to renovate the certifications obtained in 2015 by the
Company regarding the following recognized standards:

= ISO 9001: Certification for Quality Management System.
= SO 14001: Certification for Environmental Management System.
= OHSAS 18001: Certification for Occupational Health and Safety.

As a Company based in the United Kingdom, Atlantica Yield complies with the requirements from the
Climate Change Act 2008. Companies in compliance with the greenhouse gas reporting regulation, a
requirement contained in this framework law, must report their greenhouse gas emissions. Additionally,
our greenhouse gas emissions management fulfill with the requirements of the Commission Regulation
(EU) No 601/2012.

Our focus in renewables and sustainable technologies allows Atlantica Yield to have greenhouse gas
emissions rates significantly lower than fossil fuels power generators.
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Emissions figures on this report are quantified and reported according to the guidelines of the ISO 14064.
Regarding this international standard, which was compiled according to the Green House Gas Protocol, we
classified our emissions into 2 groups:

= Scope 1: Emissions of greenhouse gas from sources that are owned or controlled by the Company and
the Group.

= Scope 2: Indirect emissions of greenhouse gas from consumption of purchased electricity, heat or
steam.

Scope 3 emissions, which are the emissions associated to the supply chain or to transport, are not required
to be reported according to the United Kingdom regulation. Besides, they suppose a negligible share of the
total of our emissions, therefore we do not include them in this report.

The total emissions of carbon dioxide equivalent generated by the Company and the Group during 2016
reached 1,724 thousands of tons, a 0.3% lower than 2015 values. We consider it as a notable reduction
taking into account the maturity of the assets in our portfolio.

Graph 1 shows the tons of carbon dioxide equivalent generated in 2015 and 2016, corresponding to each of
the previously described scopes.
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Graph 1: Greenhouse Gas emissions breakdown by Scope*

*  Emissions are considered since acquisition date of each asset and for assets that are consolidated.

As shown on the following graph, the rate of emissions per energy generation has decreased, from 0.34
equivalent tons of Carbon Dioxide (“CO2”) per megawatt hour in 2015 to 0.30 in 2016. This decrease is
explained by the higher generation from renewables assets in 2016.
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Graph 2: Tons of CO2 emissions per MWh by Scope

Around 90% of the emissions generated in 2016 come from our conventional power plant as shown in
Graph 3.

90%

@ Cogeneration

@ Others

10%

Graph 3: Greenhouse Gas emissions breakdown by power technology

As previously stated, generating electricity from renewable resources allows us to have a much lower
emission rate than pure fossil fuels generators as shown on Graph 4. This fact implies a total of 3,036 tons
of CO2 equivalent saved to the atmosphere compared with a 100% fossil fuels based generation.
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Graph 4: Atlantica Yield versus Fossil fuel generation GHG emissions

We are committed to conducting our business in a manner that respects the rights and dignity of our
employees and the rest of the people related to our activities. We respect internationally recognized human
rights, as set out in the International Bill of Human Rights and the International Labour Organization’s
Declaration on Fundamental Principles and Rights at Work. Labour practice at Atlantica Yield and the
professional activities of its employees, directors and executives are governed by the United Nations
Universal Declaration of Human Rights and its protocols, as well as by International Agreements signed by
the UN and the International Labour Organization (ILO) on social rights, as well as the principles of the
United Nations Global Pact.

We are fully aware of the diversity of the local communities where we operate. In this sense, we are fully
committed to respect and create value in these local communities. We are delivering our human rights
policy by implementing it into the processes that govern our business activities in all the geographies
where we are present. Our code of conduct references the policy, requiring the employees, officers and
directors to report any illegal behaviour or violations of laws, rules, regulations.

Atlantica Yield and its management are committed to prioritize and actively promote the health and safety
as a tool to protect the integrity and health of our employees, subcontractors and partners involved in our
business activity. We promote deep capability and a safe operating culture across Atlantica Yield and
encourages a preventive culture in the operation and maintenance (“O&M?”) activities of the subcontractors
in our assets as reflected in our corporate health and safety policy. These efforts resulted in the certification
for Occupational Health and Safety (OHSAS 18001) obtained in 2015 and successfully renovated in 2016.

We actively monitor a broad range of occupational health and safety key performance indicators such as
days without accidents, number of near misses and drills, not only to closely track down this area but to
encourage employees in our assets to continuously improve on this matter.
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Atlantica Yield is building a sustainable and successful business for our customers, colleagues, partners
and investors. We are committed to promote ethical business practice and comply with all relevant laws
and regulations.

Atlantica Yield subscribes and assumes the document issued by the United Nations (UN) Convention
against Corruption, which was approved by the General Assembly of the UN on October 31, 2003. We
have a responsibility to our shareholders and the countries and communities in which we do business to be
ethical and lawful in all our businesses.

We have specific quality norms, which are the result of carrying out activities with knowledge, common
sense, rigor, order and responsibility. Our code of conduct requires the highest standards for honest and
ethical conduct and explicitly states that we do not tolerate bribery and corruption in any of its forms. We
also promote and strengthen the measures to prevent and combat corruption more effectively and
efficiently. Our anti-bribery and corruption policy applies to all Atlantica Yield business.

In accordance with our policies, Atlantica Yield provides to its employees, shareholders and the rest of our
stakeholders a specific channel of communication with management and the governing bodies, that serves
as an instrument to report any suspected or actual irregularities, instances of non-compliance with the code
of conduct, as well as unethical or unlawful behaviour that is against the rules and regulations which
govern our Company. Our whistleblower disclosure channel meets the requirements of the Sarbanes Oxley
Act.

In addition to the provisions of our code of conduct, the business activities of Atlantica Yield are governed
by laws that prohibit bribery in order to support global efforts to fight corruption. Specifically, the U.S.
Foreign Corrupt Practices Act (“FCPA”) and the UK Bribery Act 2010 (“UKBA”) make it a criminal
offense for companies as well as their officers, directors, employees, and agents, to pay, promise, offer or
authorize the payment of anything of value to a foreign official, foreign political party, officials of foreign
political parties, candidates for foreign political office or officials of public international organizations for
the purpose of obtaining or retaining business. Similar laws have been, or are being, adopted by other
countries. Payments of this nature are strictly against Atlantica Yield’s policy even if the refusal to make
them may cause Atlantica Yield to lose business.

Furthermore, Atlantica Yield is committed to supporting fair and open securities markets. On this purpose,
Directors, Officers or employees are not permitted to deal on the basis of inside information or engage in
any form of market abuse.

Our values and code of conduct set out the expected qualities and actions of all our people. The honesty,
integrity and sound judgment of our employees, officers and directors is essential to Atlantica Yield's
reputation and success. We seek employees who have the right skills and who understand and embody the
values and expected behaviours that guide our business activity.

As of December 31, 2016, we had 166 employees compared to 88 employees as of December 31, 2015.
During 2016, we finished the process of transferring and employing directly our back office personnel to
achieve full autonomy from Abengoa. The number of employees is now aligned with the right-size of our
organization and our business activities. We do not expect significant changes throughout 2017.

The following table shows the number of employees as of December 31, 2016 and 2015 on a consolidated
basis:

Year ended December
31,
2016 2015

Geography




EMEA 47 34

North America 26 7
South America 6 6
Corporate 87 41
Total 166 88

Per gender, 1 of our 8-member board of directors, or 13%, 1 of our 8-member senior management team, or
13%, and 66 of 166 employees, or 40% as of 31 December 2016 are women. As of 31 December 2015,
there was 1 woman in our 8-member board, representing 13%, 1 woman in our 7-member senior
management team, representing 14%, and 33 women among our 88 employees, representing 38% of the
Group personnel.

Below is the table of our senior management team:

Name Position Year of birth
Santiago Seage Chief Executive Officer 1969
Francisco Martinez-Davis Chief Financial Officer 1963
Manuel Silvan Vice President Taxes, Risk Management and 1973
Compliance
Emiliano Garcia Vice President North America 1968
Antonio Merino Vice President South America 1967
David Esteban Vice President EMEA 1979
Irene M. Hernandez General Counsel 1980
Stevens C. Moore Vice President Corporate Strategy and Development 1973

We aim to develop the talents of our workforce. The executive team members hold regular meetings with
employees around the countries in which we operate. Team and one-to one meetings are carried out
recurrently and are complemented by formal processes to evaluate the performance of each employee.

Our Board of Directors has adopted a code of conduct for our employees, officers and directors to govern
their relations with current and potential customers, fellow employees, competitors, government and self-
regulatory agencies, the media, and anyone else with whom the Company has contact.

The Code of Conduct encompasses the high standards of integrity we are committed to upholding. It is
designed to assist everyone in Atlantica Yield in aligning our actions and decisions with our core values.

Atlantica Yield’s Board of Directors monitors the code of conduct and any inquiries about our code of
conduct is addressed to Atlantica Yield’s VP Risks & Compliance department.

Our code of conduct is publicly available on our website at www.atlanticayield.com.

Atlantica Yield and its management are committed to prioritize and actively promote the health and safety
as a tool to protect the integrity and health of our employees, subcontractors and partners involved in our
business activity. We promote deep capability and a safe operating culture across the Company and the
Group and encourage a preventive culture in the operation and maintenance (“O&M?”) activities of the
subcontractors in our assets as reflected in our corporate health and safety policy. These efforts resulted in
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the certification for Occupational Health and Safety (O0048SAS 18001) obtained in 2015 and successfully
renewed in 2016.

We actively monitor a broad range of occupational health and safety key performance indicators such as
days without accidents, number of near-misses and drills, not only to closely track down this area but to
encourage employees at our assets to continuously improve on this matter.

Future Developments

As previous described in this Consolidated Annual Report, we intend to grow our business primarily
through the improvement of existing assets and the acquisition of contracted power generation assets,
electric transmission lines and other infrastructure assets, which, we believe, along with the acquisitions
carried out in the past will facilitate the growth of our cash available for distribution and enable us to
increase our dividend per share over time.

Research and Development

The Group did not engage in any research and development activities during the reported period.

Going Concern Basis

The directors have, at the time of approving the Consolidated Financial Statements, a reasonable
expectation that the Company and the Group have adequate resources to continue in operational existence
for the foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing
the Consolidated Financial Statements.

The Group has a formalised process of budgeting, reporting and review, which provides information to the
directors which is used to ensure the adequacy of resources available for the Group to meet its business
objectives.

As disclosed in Note 17 in our Consolidated Financial Statements, Tranche B of the Credit Facility is
classified as current for $288.3 million as of 31 December 2016 as it matures in December 2017. As a
result, current liabilities in the consolidated statement of financial position are higher than current assets.
Subsequent to year-end, on 10 February 2017, the Company signed a Note Issuance Facility, a senior
secured note facility with a group of funds managed by Westbourne Capital as purchasers of the notes
issued thereunder for a total amount of €275 million (approximately $294 million), with three series of
notes. Series 1 notes for €92 million mature in 2022, series 2 notes for €91.5 million mature in 2023, and
series 3 notes for €91.5 million mature in 2024. Interest on all three series accrues at a rate per annum
equal to the sum of EURIBOR plus 4.90%. The proceeds of the Note Issuance Facility will be used for the
repayment of Tranche B under our Credit Facility, which will be terminated, as well as for general
corporate expenses incurred as part of this transaction. As a result, maturities of the corporate debt have
been extended beyond 2017.

In addition, as of 31 December 2016, the project debt agreements for the projects Kaxu and Cadonal did
not have what International Accounting Standards define as an unconditional right to defer the settlement
of the debt for at least twelve months after that date, as the cross-default provisions make that right not
totally unconditional, and therefore the debt has been presented as current in financial statements.
Maturities according to the terms of the contracts are longer than twelve months and we do not expect the
acceleration of debt to be declared by the credit entities.

The Company’s business activities, together with the factors likely to affect its future development,
performance and position are set out within this report. During the period, the Group generated $334.4
million from operating activities, invested $26.4 million and used $226.1 million in financing activities.
All of these resulted in a $82.0 million increase on our cash position by the year end, with a closing cash
position of $594.8 million.

The directors believe that this is above the level of cash needed to operate the business for the foreseeable
future and meet the Group’s liabilities as they fall due, as well as being used as a significant part of the
cash required to make future acquisitions.



Approval

This Strategic Report was approved by the board and signed on its behalf by Santiago Seage, Chief
Executive Officer on 24™ February, 2017.

Chief Executive Officer
Santiago Seage

24" February, 2017




Directors’ Report

The directors present their Consolidated Annual Report on the affairs of the Company and its subsidiaries,
together with the Consolidated Financial Statements and Auditor’s Report, for the year ended 31 December
2016.

Details of significant events since the balance sheet date are contained in note 26 to the Consolidated
Financial Statements. An indication of likely future developments in the business of the Company is
included in the Strategic Report.

Information about the use of financial instruments by the Company is given in note 23 to the Consolidated
Financial Statements.

Dividends

We expect to distribute a quarterly dividend to shareholders. Our board of directors may, by resolution,
amend the cash dividend policy at any time. The determination of the amount of the cash dividends to be
paid to holders of our shares will be made by our board of directors and will depend upon our financial
condition, results of operations, cash flow, long-term prospects and any other matters that our board of
directors deem relevant.

On 8 May 2015, our board of directors approved a quarterly dividend corresponding to the first quarter of
2015 amounting to $0.34 per share, which was paid on 15 June 2015. On 29 July 2015, our board of
directors approved a quarterly dividend corresponding to the second quarter of 2015 amounting to $0.40
per share, which was paid 15 September 2015. On 5 November 2015, our board of directors approved a
quarterly dividend corresponding to the third quarter of 2015 amounting to $0.43 per share. The dividend
was paid on 16 December 2015, and from that amount we retained $9 million from the dividend payable to
Abengoa in accordance with the provisions of the parent support agreement.

In February 2016, taking into consideration the uncertainties resulting from the situation of our sponsor,
the board of directors decided to postpone the decision whether to declare a dividend in respect of the
fourth quarter of 2015 until the second quarter of 2016. In May 2016, considering the uncertainties that
remained in our sponsor's situation, our board of directors decided not to declare a dividend in respect of
the fourth quarter of 2015 and to postpone the decision on whether to declare a dividend in respect of the
first quarter 2016 until we had obtained greater clarity on cross default and change of ownership issues. In
August 2016, based on the secured waivers and forbearances, our board of directors decided to declare a
dividend of $0.145 per share for the first quarter of 2016 and a dividend of $0.145 per share for the second
quarter of 2016, which were paid on 15 September 2016. From that amount, we retained $12.2 million of
the dividend attributable to Abengoa. On 11 November 2016, our board of directors, based on waivers or
forbearances obtained to that date, decided to declare a dividend of $0.163 per share, which was paid on 15
December 2016. From that amount, we retained $6.7 million of the dividend attributable to Abengoa. On
24™ February, 2017, our board of directors approved a dividend of $0.25 per share which is expected to be
paid on or about March 15™ March, 2017 to shareholders of record on February 28", 2017.

We intend to distribute a significant portion of our cash available for distribution, less all cash expenses
including corporate debt service and corporate general and administrative expenses and less reserves for
the prudent conduct of our business (including for, among other things, dividend shortfalls as a result of
fluctuations in our cash flows).

Our cash available for distribution is likely to fluctuate from quarter to quarter, in some cases significantly,
as a result of the seasonality of our assets, the terms of our financing arrangements and maintenance among
other factors. Accordingly, during quarters in which our projects generate cash available for distribution in
excess of the amount necessary for us to pay our stated quarterly dividend, we may reserve a portion of the
excess to fund cash distributions in future quarters. In quarters in which we do not generate sufficient cash
available for distribution to fund our stated quarterly cash dividend, if our board of directors so determines,
we may use retained cash flow from other quarters, as well as other sources of cash to pay dividend to our
shareholders.



Capital Structure

Details of the authorised and issued share capital, together with details of the movements in the Company's
issued share capital during the year are shown in note 21 to the Consolidated Financial Statements. The
Company has one class of ordinary shares which carry no right to fixed income. Each share carries the
right to one vote at general meetings of the Company.

On 22 January 2015, Abengoa closed an underwritten public offering and sale in the United States of
10,580,000 of ordinary shares of the Company for total proceeds of $327,980,000 (or $31 per share). As a
result of such offering, Abengoa reduced its stake in the Company from 64.3% to 51.1% of its shares.

On 14 May 2015, Atlantica Yield issued 20,217,260 new shares at $33.14 per share, which was based on a
3% discount compared to prices on 7 May 2015. Abengoa subscribed for 51% of the newly-issued shares
and maintained its previous stake in Atlantica Yield.

On 14 July 2015, Abengoa sold 2,000,000 shares of Atlantica Yield under Rule 144, reducing its stake to
49.1%.

On 5 March 2015, Abengoa sold an aggregate of $279 million of principal amount of exchangeable notes
due 2017, or the Exchangeable Notes. The Exchangeable Notes are exchangeable, at the option of their
holders, for ordinary shares of Atlantica Yield. As of 23 September 2016, the date of the most recent public
information, according to publicly available information, Abengoa had delivered an aggregate of 7,595,639
shares of the Company to holders that exercised their option to exchange Exchangeable Notes. As a result,
Abengoa holds 41.47% of our ordinary shares as of that date. In addition, as of 23 September 2016, there
were 16,475.61 shares of the Company subject to delivery to holders of the Exchangeable Notes upon
exchange of the outstanding Exchangeable Notes.

There are no specific restrictions on the size of a holding nor on the transfer of shares, which are both
governed by the general provisions of the Articles of Association and prevailing legislation. The directors
are not aware of any agreements between holders of the Company's shares that may result in restrictions on
the transfer of securities or on voting rights.

The Company participates in no employee share schemes. No person has any special rights of control over
the Company's share capital and all issued shares are fully paid.

With regard to the appointment and replacement of directors, the Company is governed by its Articles of
Association, the SEC listing rules, the UK Companies Act 2006 and related legislation. The Articles of
Association themselves may be amended by special resolution of the shareholders. The powers of directors
are described in the Main Board Terms of Reference, copies of which are available on request.

Directors

The directors, who served throughout the year since the date indicated, and to the date of this report, were
as follows:

= Daniel Villalba Director and Chairman of the Chairman of the Board: appointed 27 November 2015
Board, independent Director, independent: appointed 13 June 2014
= Santiago Seage Chief Executive Officer Appointed 27 November 2015 as Managing Director !
Appointed 17 December 2013
= William B. Richardson Director Appointed 13 June 2014, resigned 11 November 2016
= Joaquin Fernandez de Director Appointed 11 November 2016
Pierola

I Santiago Seage was named Chief Executive Officer by the Shareholders’ Annual Meeting held on 11 May 2016.
Prior to that, he served as the Managing Director.



= Maria J. Esteruelas Director Appointed 13 June 2014

= Eduardo Kausel Director, independent Appointed 13 June 2014
= Jack Robinson Director, independent Appointed 13 June 2014
= Enrique Alarcon Director, independent Appointed 13 June 2014
= Juan del Hoyo Director, independent Appointed 13 June 2014

Our board of directors is responsible for, among other things, overseeing the conduct of our business;
reviewing and, where appropriate, approving, our long-term strategic, financial and organizational goals
and plans; and reviewing the performance of our Chief Executive Officer and other members of senior
management.

Under English law, the board of directors of an English corporation is responsible for the management,
administration and representation of all matters concerning the relevant business, subject to the provisions
of the relevant constitution, statutes and resolutions adopted at general shareholder’s meetings by a
majority vote of the shareholders. Under English law, the board of directors may delegate its powers to an
executive committee or other delegated committee or to one or more persons, unless the shareholders,
through a meeting, have specifically delegated certain powers to the board of directors and have not
approved the board of director’s delegation to others.

Currently the board has three standing committees which are the Audit Committee, the Nominating and
Corporate Governance Committee and Compensation Committee. The latter two committees replaced the
previous Appointments and Remuneration Committee in February 2016. Each committee operates under a
written charter that sets forth the purposes, goals and responsibilities of the committee as well as
qualifications for committee membership. Committees report regularly to the full Board with respect to
their activities.

Directors’ indemnities

The company has made qualifying third party indemnity provisions for the benefit of its directors which
were made during the year and are in force at the date of this report.

Political contributions

No political donations were made during 2016 nor 2015.

Substantial shareholdings

Ordinary
Shares
Beneficially
Name Owned Percentage
5% Beneficial Owners
Abengoa Concessions Investments Limited™. .o, 41,557,663 41.479
Jennison Associates LLC® .........oo.coiviivioeoeeooeeeoeeeeeeeeeseeeeee e 7,597,607 7.58%
Prudential Financial,
INC. ) e e 7,734,537 7.729

Appaloosa L.P.?

5,820,326 5.81%
Notes:—

(1) This information is based solely on the Schedule 13D filed with the U.S. Securities and Exchange Commission on
September 26, 2016 with by Abengoa, S.A., a corporation incorporated under the laws of Spain. The direct beneficial



owner of the shares is Abengoa Concessions Investments Limited. The registered address of Abengoa, S.A. is Campus
Palmas Altas, C/ Energia Solar, 41014, Seville, Spain.

(2) This information is based solely on the Schedule 13G filed with the U.S. Securities and Exchange Commission on
February 2, 2017 by Jennison Associates LLC, or Jennison, a Delaware limited liability company. Prudential
Financial, Inc. indirectly owns 100% of equity interests of Jennison. As a result, Prudential Financial, Inc. may be
deemed to have the power to exercise or to direct the exercise of such voting and/or dispositive power that Jennison
may have with respect to the ordinary shares held in portfolios for which it furnishes investment advice. Jennison does
not file jointly with Prudential, as such, ordinary shares reported on Jennison’s Schedule 13G may be included in the
shares reported on the Schedule 13G filed by Prudential Financial, Inc. The address of Jennison is 466 Lexington
Avenue, New York, New York 10017.

(3) This information is based solely on the Schedule 13G filed with the U.S. Securities and Exchange Commission on
January 30, 2017 by Prudential Financial, Inc., or Prudential, a New Jersey corporation. The shares beneficially
owned by Prudential represent (i) 7,597,607 shares beneficially owned by Jennison Associates LLC and (ii) 136,930
shares beneficially owned by Quantitative Management Associates LLC. Prudential is a parent holding company and
the indirect parent of Jennison Associates LLC and Quantitative Management Associates LLC. The address of
Prudential is 751 Broad Street, Newark, New Jersey 07102-3777.

(4) This information is based solely on the Schedule 13G filed on February 14, 2017 by Appaloosa L.P., or ALP, a
Delaware limited partnership, Appaloosa Investment Limited Partnership I, or AILP, a Delaware limited partnership,
Palomino Master Ltd., a British Virgin Islands company, or Palomino Master, Appaloosa Management L.P., or
AMLP, a Delaware limited partnership, Appaloosa Partners Inc., a Delaware corporation, or API, and David A.
Tepper, or Mr. Tepper. ALP serves as investment adviser to AILP and Palomino Master and may be deemed to
beneficially own 5,820,326 ordinary shares. AILP may be deemed to beneficially own 2,513,197 shares (inclusive of
the shares beneficially owned by ALP). Palomino Master may be deemed to beneficially own 3,307,129 shares
(inclusive of the shares beneficially owned by ALP). AMLP is the general partner of AILP and may be deemed to
beneficially own 2,513,197 shares. API is the general partner of, and Mr. Tepper owns a majority of the limited
partnership interest in, AMLP. API may be deemed to beneficially own 2,513,197 shares. Mr. Tepper is the sole
stockholder and president of API and the controlling stockholder and president of Appaloosa Capital, Inc., or ACI,
and may be deemed to beneficially own 5,820,326 shares. ACI is the general partner of, and Mr. Tepper owns a
majority of the limited partnership interests in, ALP. The business address of ALP is 51 John F. Kennedy Parkway,
Short Hills, New Jersey 07078. The business address of each of AILP and Palomino Master is ¢c/o Appaloosa LP, 51
John F. Kennedy Parkway, Short Hills, New Jersey 07078. The business address of AMLP is Appaloosa Management
L.P., 404 Washington Avenue, Suite 810, Miami, Florida 33139. The business address of each of API and Mr. Tepper
is c/o Appaloosa Management L.P., 404 Washington Avenue, Suite 810, Miami, Florida 33139.

Auditors
Each person who is a director at the date of approval of this Consolidated Annual Report confirms that:

= so far as the director is aware, there is no relevant audit information of which the company's auditors are
unaware; and

= the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company's auditors are
aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of
the Companies Act 2006.

Deloitte S.L. and Deloitte LLP have been our principal accountants providing the audit services to the
Company during 2016.

The Audit Committee preselected the Big 4 companies to participate in the audit tender of Atlantica Yield
and its consolidated group for 2017, 2018 and 2019. The preselected audit firm will be proposed in the
forthcoming Annual General Meeting.

Events after the balance sheet date

In February 2017, we signed a letter of intent for the acquisition of a 12.5% interest in a 114-mile
transmission line in the U.S, from Abengoa. The asset will receive a FERC regulated rate of return, and is
currently under development, with COD expected in 2020. We expect our total investment to be up to $10
million in the coming three years including an initial amount invested at cost. We would also gain certain
rights to acquire an additional 12.5% interest in the same project.



Additionally, on February 10, 2017, we signed a Note Issuance Facility, a senior secured note facility with
U.S. Bank as agent and a group of funds managed by Westbourne Capital as purchasers of the notes issued
thereunder for a total amount of €275 million (approximately $294 million), with three series of notes.
Series 1 notes for €92 million mature in 2022; series 2 notes for €91.5 million mature in 2023; and series 3
notes for €91.5 million mature in 2024. Interest on all three series accrues at a rate per annum equal to the
sum of EURIBOR plus 4.90%. The proceeds of the Note Issuance Facility will be used for the repayment
and subsequent termination of Tranche B under our Credit Facility. We intend to fully hedge the Note
Issuance Facility with a swap to fix the interest rate as soon as possible after funding of the notes.

On 24™ February, 2017, our board of directors approved a dividend of $0.25 per share which is expected to
be paid on or about 15™ March, 2017 to shareholders of record on 28" February, 2017.
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This report was approved by the board of directors on 24™ February, 2017 and signed on its behalf by
Santiago Seage, Chief Executive Officer.

Chief Executive Officer
Santiago Seage

24™ February, 2017
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Director’s Remuneration Report

Introduction

This report is on the remuneration of the directors of Atlantica Yield for the period to 31 December 2016.
It sets out the remuneration policy and remuneration details for the executive and non-executive directors
of the company. It has been prepared in accordance with Schedule 8 of The Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations 2008 as amended in August 2013.

The report is split into three main areas:

= the statement by the chair of the remuneration committee;
= the annual report on remuneration; and

= the policy report.

The Companies Act 2006 requires the auditors to report to the shareholders on certain parts of the
Directors’ Remuneration Report and to state whether, in their opinion, those parts of the report have been
properly prepared in accordance with the Regulations. The parts of the Annual Report on remuneration that
are subject to audit are indicated in that report. The statement by the chair of the remuneration committee
and the policy report are not subject to audit.

At the commencement of 2016, Atlantica Yield had an Appointments and Remunerations Committee.
Then in February 2016, the board approved the creation of two separate committees instead. One of them,
named the Nominating and Corporate Governance Committee, focuses on nominations and appointments
and the other, named the Compensation Committee, focuses on remunerations.

Statement by the Chair of the Compensation Committee

I am pleased to present the remuneration report for 2016. The constant and transparent dialogue with
shareholders and investors is a vital element in our way of operating and, through this remuneration report,
we aim to increase the awareness of our shareholders of the principles of our remuneration policy,

The Company’s remuneration policy is set in accordance with the applicable law and in accordance with
the Corporate Governance Code, with the aim of attracting and retaining highly skilled professional and
managerial resources and aligning the interests of management with the priority objective of value creation
for the Company and the members of the Company as whole in the medium to long term.

During 2016, the Committee supported the Board of Directors in achieving a far-reaching review of the
Company’s remuneration policy, with particular reference to management’s remuneration. This activity
was guided by the priority objective of reinforcing further the link between remuneration and performance
which would be sustainable over time, consistent with the strategic plan approved by the Board of
Directors in 2016.

During 2016, the Compensation Committee convened three times and among the activities conducted by
the Compensation Committee, it addressed three key objectives:

» Periodically reviewing the fixed and variable remuneration for the Chief Executive Officer;

» Periodically reviewing the remuneration policy and overall levels of remuneration for the
management team, including the Chief Executive Officer, in accordance with the following
criteria:

o seeking and alignment between incentives, business performance and creation of value for
shareholders;

o consistency with the principles of the Corporate Governance Code; and

o retention in the medium to long term of high quality resources for the achievement of
ambitious targets and to face the challenges that the Company will have to face in the
current and future market context.



» Periodically reviewing the remuneration levels of independent non-executive directors;
» Amendment of the Committee’s terms of reference following the implementation of the changes to
the structure of the committees approved by the Board of Directors on February 2016.

During the year 2016, the objectives defined for the Chief Executive Officer's variable bonus were met and
the Compensation Committee decided to approve a bonus corresponding to 100% of the potential variable
compensation, which will be payable in 2017. 2015 was the first year when our Chief Executive Officer
was employed by the Company. He did not receive any bonus payments for 2015.

It is proposed to make a change to the remuneration policy as explained below. Consequently, the new
policy will be submitted to shareholders for approval at the 2017 annual general meeting.

The change to the policy relates to certain termination payments to key executives, including the Chief
Executive Officer. In order to protect the Company's know-how and to ensure continuity in terms of
attainment of business objectives, under the new policy, the Company may agree with certain executives
with strategic and key responsibilities in the Company (“Key Managers”), including the Chief Executive
Officer, to make payments for loss of office or employment in addition to the severance payment under the
prevailing labour and legal conditions in their contracts or countries where they are employed if they
should leave (by loss of office or employment) the Company within 2 years of a change in control. The
payment will represent six months of remuneration and will be adjusted to ensure that total payment
including severance payment required under prevailing laws represent at least 12 months of remuneration
(including salary, benefits, long term incentive plans and variable pay), but never more than 24 months of
remuneration, unless required by local law.

A change of control means that a third party or coordinated parties (i) acquire directly or indirectly by any
means a number of shares in the Company which (together with the shares that such party may already
hold in the Company) amount to more than 50% of the share capital of the Company; or (ii) appoint or
have the right to appoint at least half of the members of the Board of Directors of the Company.

No payments will be made to Key Managers for dismissal for breach of contract, breach of fiduciary duties
or gross misconduct, determined (in the event of a dispute) by a court of competent jurisdiction to reach a
final determination.

No other changes are to be made to the remuneration policy.

Annual Report on Remuneration

The information provided in this part of the report is subject to audit.

Atlantica Yield paid remuneration only to independent non-executive directors and executive directors.
Each independent non-executive director received a total annual compensation of $100 thousand
(approximately €90.4 thousand). As the chairman of the board of directors, Mr. Villalba received $135
thousand (approximately €122.0 thousand) per year. Appointees of Abengoa did not receive any
compensation from us.

The total compensation received by our independent non-executive directors and the Chief Executive
Officer/Managing Director from us during 2016 and 2015 is set forth in the table below.
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Director’s remuneration as a single figure (2016)

Salary and | All taxable Annual . Total for
LTIP Pension
Name fees benefits bonuses €000 €000 2016
€000 €000 €000 €000

Santiago Seage 505.0 0.1 850.0 - - 1,355.1
Daniel Villalba 122.0 - - - - 122.0
Jackson Robinson 90.4 - - - - 90.4
Enrique Alarcon 90.4 - - - - 90.4
Eduardo Kausel 90.4 - - - - 90.4
Juan del Hoyo 90.4 - - - - 90.4
Total 988.6 0.1 850.0 - - 1,838.7

Director’s remuneration as a single figure (2015)

Salary and | All taxable Annual . Total for
~ LTIP Pension
Name fees benefits bonuses €000 €000 2015
€000 €000 €000 €000

Santiago Seage 151.3 0.1 - - - 151.4
Javier Garoz * 1,289.6 0.1 - - - 1,289.7
Daniel Villalba 121.8 - - - - 121.8
Jackson Robinson 90.2 - - - - 90.2
Enrique Alarcon 90.2 - - - - 90.2
Eduardo Kausel 90.2 - - - - 90.2
Juan del Hoyo 90.2 - - - - 90.2
Total 1,923.5 0.2 - - - 1,923.6

* Includes a €1,189.5 thousand termination payment received after leaving the Company on 25 November 2015 as per his employment contract.

Each member of our board of directors will be indemnified for his actions associated with being a director
to the extent permitted by law.

During the year 2016, the objectives defined for the Chief Executive Officer's variable bonus were met and
the Compensation Committee decided to approve a bonus corresponding to 100% of the potential variable
compensation, which will be payable in 2017. 2015 was the first year when our Chief Executive Officer
was employed by the Company. He did not receive any bonus payments for 2015.

The information provided in this part of the report is not subject to audit.

The table enclosed within the “Single total figure of remuneration for each director” sets out the details for
Mr. Seage who serves in the role of the Chief Executive Officer.

Mr. Garoz held the position of the Chief Executive Officer between May and November 2015, when he left
the Company.

Mr. Seage served as a director since our formation in 2014 and was the Chairman from June until
November 2015. Mr. Seage also served as our Chief Executive Officer from our formation until he was
appointed the Chief Executive Officer of Abengoa in May 2015, a capacity, in which he served until 27
November 2015, when he was appointed as our Managing Director. In May 2016, he was appointed as the
Chief Executive Officer again after the approval by the shareholders at the Annual General Meeting.

2015 was the first year when Mr. Seage was employed by the Company. He did not receive or accrue any
bonus payments for 2015. In 2016, he accrued €850 thousand as a bonus payment in accordance with his
services agreement, payable in 2017.



Total Shareholder Return and Chief Executive Officer Pay

The chart below shows the Company’s total shareholder return since June 2014, the date of our Initial
Public Offering (“IPO”), until the end of 2016 compared with the total shareholder return of the companies
in the Russell 2000 Index. The chart represents the progression of the return, including investment, starting
from the time of the IPO at a 100%-point. In addition, dividends are not assumed to have been re-invested.

We believe the Russell 2000 Index is an adequate benchmark as it represents a broad range of companies
of similar size.



TSR is calculated in US dollars.
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The table below shows the 2016 and 2015 total remuneration of the Chief Executive Officer and his
bonuses and LTIP grants expressed as a percentage of the maximum he is likely to be awarded.

LTIP awards

Total Pay
(€000)

Percentage of Amount of Percentage of
maximum bonus maximum

Value

2016

1,355.1

100%

850

2015

1,440.9*

* Includes a €1,189.5 thousand termination payment received by Mr. Garoz after leaving the Company on 25 November 2015.
As previously stated, Mr. Seage occupied the office between January and May 2015, and again since late
November 2015. Meanwhile, Mr. Garoz held that position from May to November 2015, when he left the
Company.

The Chief Executive Officer did not receive any variable remuneration for services provided to the
Company for the year ended 31 December 2015. In 2016, the Company accrued €850 thousand of the
bonus payable to the Chief Executive Officer in 2017, in accordance with his services agreement.

During the year 2016, the objectives defined for the Chief Executive Officer's variable bonus were met and
the Compensation Committee decided to approve a bonus corresponding to 100% of the potential variable
compensation, which will be payable in 2017, since all objectives have been met:

Percentage weight

o CAFD (cash available for distribution) (50%)
o Ebitda (10%)
e Implementing a risk management plan (10%)
e Obtaining waiver/forbearance for Solana and Mojave (10%)
o Implement new processes and systems on time (20%)

1. Chief Executive Officer Pay vs. Employee Pay

The table below sets out the percentage change between the year 2015 and 2016 in salary, benefits and
bonus (determined on the same basis as for the Single Total Figure table) for the Chief Executive
Officer/Managing Director and the average per capita change for employees of the Group as a whole.
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As of 31 December 2015, we had 88 employees. During the year 2016, in addition to new hires, we
completed the transfer of the staff previously employed by Abengoa’s subsidiaries to our payroll as
part of our separation efforts from Abengoa. As of December 2016, we had 166 employees.

. Percentage change for Chief Percentage change for
Element of remuneration .
Executive Officer employees
Salary (64.9%)* 37.1%**
Benefits 0% n/a
Bonus n/a n/a
* The salary in 2015 includes the termination payment received by Mr. Garoz after leaving the Company on 25 November
2015.

** The average number of employees was 76 in 2015 and 140 in 2016.

2. Relative Importance of Spend on Pay

The following table sets out the change in overall employee costs, directors’ compensation and
dividends.

€ in million Amount in Amount in Difference

Spend on pay for all employees of the group 13 3
Total remuneration of directors 1.9 1.9 -
Dividends paid (*) 24.04* 116.1%* (89.5)

(*) Dividend paid does not include amounts retained to Abengoa.

The Group’s personnel headcount increased from 88 employees as of 31 December 2015 to 166
employees as of 31 December 2016.

The following table includes information with respect to beneficial ownership of our ordinary shares as of
the date of this Consolidated Annual Report by each of our directors and executive officers as well as their
connected persons.

Those not included in the table do not hold shares.

Santiago Seage 20,000 20,000
Daniel Villalba 60,000 60,000
Jackson Robinson 5,412 5,281

There have been no changes in the holdings of the directors between the year end and the date of issuance
of this report.

Directors do not hold share options or awards and there are no share ownership requirements applicable to
directors.

3. Termination Payments

Mr. Garoz was paid, in accordance with his employment contract, a cash termination payment of
€1,189,500, when he left the Company on 25 November 2015.

It is proposed to make a change to the remuneration policy regarding certain termination payments to
key executives, including the Chief Executive Officer. Consequently, the new policy will be
submitted to shareholders for approval at the 2017 annual general meeting.
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In order to protect the Company's know-how and to ensure continuity in terms of attainment of
business objectives, under the new policy, the Company may agree with certain executives with
strategic and key responsibilities in the Company (“Key Managers”), including the Chief Executive
Officer, to make payments for loss of office or employment in addition to the severance payment
under the prevailing labour and legal conditions in their contracts or countries where they are
employed if they should leave (by loss of office or employment) the Company within 2 years of a
change in control. The payment will represent six months of remuneration and will be adjusted to
ensure that total payment including severance payment required under prevailing laws represent at
least 12 months of remuneration (including salary, benefits, long term incentive plans and variable
pay), but never more than 24 months of remuneration, unless required by local law.

A change of control means that a third party or coordinated parties (i) acquire directly or indirectly by
any means a number of shares in the Company which (together with the shares that such party may
already hold in the Company) amount to more than 50% of the share capital of the Company; or (ii)
appoint or have the right to appoint at least half of the members of the Board of Directors of the
Company.

No payments will be made to Key Managers for dismissal for breach of contract, breach of fiduciary
duties or gross misconduct, determined (in the event of a dispute) by a court of competent jurisdiction
to reach a final determination.

Statement of Implementation of Policy in 2016

This section of the Remuneration Report provides a description of the remuneration policies
implemented in 2015,

The targets for bonuses and LTIPs are detailed under the section “The 2016 Remuneration Policy” of
this report.

We expect to obtain approval for this remuneration policy at 2017 Annual Shareholders Meeting.
Compensation Committee

The Compensation Committee, which until February 2016 was named the “Appointment and
Remuneration Committee’, was established for the first time by the Board of Directors in 2014.
Committee membership and appointments, its tasks and its operating procedures are regulated by a
specific term of references, which was approved by the Board of Directors and published on the
Company website. Since February 2016, the Compensation Committee is composed of independent
and non-executive directors: Jackson Robinson, Daniel Villalba, Eduardo Kausel and Juan del Hoyo.

The Committee meets as often as necessary to perform its duties. In 2016, the Committee convened on
a total of three (3) times with a member attendance of 100%.

The Committee focused its activities on the following key remuneration topics: (i) periodically
reviewing the remuneration policy implemented in 2016, (ii) reviewing the Company’s 2015 results,
defining 2016 performance targets in connection with the variable remuneration; (iii) amendment of
the Committee’s terms of reference following the implementation of the changes to the structure of
the committees of the board of directors; and (iii) assessing proposals for initiatives to retain
managerial figures.

The Company has used the services of external advisors to determine appropriate compensation levels
according to market practices and data, however the committee did not use the services of any
advisors.
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6. Voting at the 2016 Annual General Meeting

The Company takes an active interest in voting outcomes. In the event of a substantial vote against a
resolution in relation to director’s remuneration, the Company would seek to understand the reasons
for any such vote and would set out in the following Annual Report any actions in response to it.

At the 2016 Annual General Meeting, votes in relation to the directors’ remuneration policy and the
remuneration report were as follows:

Remuneration Policy Remuneration Report

= Votes for 76,317,399 (97.3%) 76,305,144 (97.3%)
= Votes against 149,090 (0.2%) 2,110,545 (2.7%)
* Votes withheld 1,956,413(2.5%) 7,213 (0.0%)

The 2017 Remuneration Policy

The current policy was approved at our 2016 Annual General Meeting, held in May 2016. If this
remuneration policy is approved at 2017 Annual General Meeting, the remuneration policy will take effect
from the date of our Annual General Meeting, currently expected to be held in June 2017.

For independent non-executive directors, the Company’s policy is to compensate in cash for the time
dedicated, subject to a maximum total annual compensation for non-executive directors in aggregate of two
million dollars. Once a year, the Compensation Committee reviews compensation practices for
independent non-executive directors in similar companies and the skills and experience required and may
propose an adjustment in the current compensation. For other non-executive directors, the policy is not to
compensate for the time dedicated.

The Chief Executive Officer is currently the only executive director. The policy for the executive directors
is as follows:

How does this component
support the company’s
(or group’s) short and
long term objectives?

What is the maximum
that may be paid in
respect of the component?

Framework used to assess
performance

Name of
component

Description of component

plans for employees but

the basis of a competitive
remuneration package

Salary levels for peers are
considered

Salary/fees Fixed remuneration payable Maximum amount €700 Not applicable
monthly Helps to recruit and retain tsl};usand, maybe increased by | N retention or clawback
. . o per year
Benefits Opportunity to join existing | Xecutive directors and forms pery

Awards

the company achieves its total
shareholder return targets

returns to shareholders

maximum of 70% of salary
and annual bonus for the 2016~
2018 period

without any increase in
remuneration
Annual bonus Annual  bonus is  paid | Helps to offer a competitive | 200% of base salary 50% of CAFD
follow_ing the end of the re.munerfition ) package and 10% of EBITDA
financial year for performance | align it with company’s N .
over the year. There are no | objectives 40% of other operational or
retention or forfeiture qualitative objectives
provisions No retention or clawback
Long Term Incentive | LTIP is paid in early 2019 if | Aligns pay with longer term | 3-year plan representing a | 50% of Total  Annual

Shareholder’s Return (TSR)
50% of TSR versus peers
No retention or clawback

The committee has discretion, consistent with market practice, in respect of, but not limited to participants,
timing of payments, size of the award subject to policy, performance measures and when dealing with
special situations, such as change of control or restructuring.




The annual bonus is a variable cash bonus, based on the objectives described above. Those objectives
include Cash Available for Distribution (CAFD), with a 50% weight for executive directors, and EBITDA,
as these are key financial metrics for our industry sector. Additionally, the annual bonus includes 2-3
objectives that reflect some of the key projects, initiatives or key objectives.

For the management team and key personnel, our policy is to use two external consultants to estimate
market conditions for similar positions in terms of fixed and variable remuneration and, based on a
performance appraisal, set a target remuneration, as a general rule, within that market practice. Variable
payments are based on a number of specific measurable targets in relation to the measures described
herein, which are defined by the remuneration committee at the beginning of the year. For the rest of its
employees, the Company establishes predefined remuneration ranges for different positions and reviews
each individual remuneration depending on performance appraisal and within two ranges without
employee consultation.

The Company has a Long-Term Incentive Plan for the period 2016-2019 for the executive team approved
at the 2016 Annual General Meeting. The plan includes:

= Approximately 10 executives, including the Chief Executive Officer

= Each executive is entitled to the payment of a LTIP cash bonus payable in March 2019 if the Company
achieved its Total Annual Shareholders’ Return (TSR) objectives in the 2016-2019 period. The
committee and the board have considered this metric as the best measure to align management and
shareholders’ interests

= An annual bonus is capped at a 50% (a 70% for the Chief Executive Officer) of the total remuneration
received by an executive in the 2016-2018 period

= 50% of the LTIP bonus will be based on the Company’s TSR and the other 50% on the relative
performance in terms of TSR versus other yieldcos selected by the committee

= In case of change of control, the LTIP becomes due and is calculated based on the offer price or the last
price applied in the TSR, up to and including the change of control

= In case of retirement, termination without cause, permanent disability or death, the LTIP is to be pro-
rated for the period until that event and paid out at the end of the plan period once the TSR for the
period is known. If an executive leaves the company for other reasons there would be no compensation.

Executive directors do not receive any pension contributions.

None of the non-executive directors receive bonuses, long-term incentive awards, pension or other benefits
in respect of their services to the Company.

There are no provisions for the recovery of sums paid or the withholding of any sum.

Total remuneration of the only executive director for a minimum, target and maximum performance in
2017 is presented in the chart below.



The Compensation Committee approved an increase of the fixed remuneration of the Chief Executive
Officer for 2017 from €550 thousand to €600 thousand.

Thousand euros. 2017 €1 ,450

€1,025

€600

Maximum

Minimum

- Salary and benefits

Assumptions made for each scenario are as follows:

= Minimum: fixed remuneration only
= Target: fixed remuneration plus half of maximum annual bonus
= Maximum: fixed remuneration plus maximum annual bonus

LTIP is not included as it would not be paid until 2019 and is subject to targets.
For 2017 the bonus objectives are the following:

Percentage weight

CAFD (50%)
Ebitda (10%)
Technical improvement plan (15%)
Waiver for last assets (5%)
Launch new health and safety plan (10%)
Implement improvement plan on key processes and systems (10%)
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As previously stated within this report, the recruitment of managers is largely based on the estimates of
two external consultants of the market conditions for similar positions, in terms of fixed and variable
remuneration.

In addition, the remuneration policy reflects the composition of the remuneration package for the
appointment of new executive directors. We expect to offer a competitive fixed remuneration, an annual
bonus not exceeding 200% of the fixed remuneration and a participation in our LTIP plan.

Lastly, whenever needed, the Company can contract a top-tier external advisor to hire key personnel.

As stated in the “Single total figure of remuneration for each director”, each independent director receives
a total annual compensation of $100 thousand. As a chairman of the board of directors and a chairman of
our audit committee, Mr. Villalba receives an additional $35 thousand per year. Directors representing
Abengoa do not receive any compensation from us.

The stated above remuneration will be offered in recruitment of independent directors.

It is proposed to make a change to the remuneration policy in respect of the policy for loss of office as
explained below. Consequently, the new policy will be submitted to shareholders for approval at the 2017
Annual General Meeting.

The change to the policy relates to certain termination payments to key executives, including the Chief
Executive Officer.

In order to protect the Company's know-how and to ensure continuity in terms of attainment of business
objectives, under the new policy, the Company may agree with certain executives with strategic and key
responsibilities in the Company (“Key Managers”), including the Chief Executive Officer, to make
payments for loss of office or employment in addition to the severance payment under the prevailing
labour and legal conditions in their contracts or countries where they are employed if they should leave (by
loss of office or employment) the Company within 2 years of a change in control. The payment will
represent six months of remuneration and will be adjusted to ensure that total payment including severance
payment required under prevailing laws represent at least 12 months of remuneration (including salary,
benefits, long term incentive plans and variable pay), but never more than 24 months of remuneration,
unless required by local law.

A change of control means that a third party or coordinated parties (i) acquire directly or indirectly by any
means a number of shares in the Company which (together with the shares that such party may already
hold in the Company) amount to more than 50% of the share capital of the Company; or (ii) appoint or
have the right to appoint at least half of the members of the Board of Directors of the Company.

No payments will be made to Key Managers for dismissal for breach of contract, breach of fiduciary duties
or gross misconduct, determined (in the event of a dispute) by a court of competent jurisdiction to reach a
final determination.

For the management team and key personnel, our policy is to use two external consultants to estimate
market conditions for roles of a similar level of managerial responsibilities and complexity in terms of
fixed and variable remuneration and, based on a performance appraisal, set a target remuneration, as a
general rule, within that market practice.

The annual variable remuneration payment is calculated with reference to the achievement of a number of
specific measurable targets defined at the previous year. Each specific target is measured on a performance
scale of 0%-120%.
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For the rest of its employees, the Company establishes predefined remuneration ranges for different
positions and reviews each individual remuneration depending on performance appraisal within two ranges
without employee consultation.

The remuneration of all employees, including the members of the management team, may be adjusted
periodically in the framework of the annual salary review process which is carried out for all employees.

Overall we expect that, following the implementation of our policies, remunerations of the Company’s
employees will increase in line with the market with the exception of individuals that have been recently
promoted or whose remuneration is above market conditions.

There are no comments in respect of directors’ remuneration expressed to the Company by shareholders.
The next Annual Shareholders” Meeting is expected to be held in June 2017.

Name of component

How does the component support
the company’s objective?

Operation

Maximum

Independent Non-Executive
Directors:

Fees Attract and retain the high-performing | Reviewed annually by the committee | Annual total compensation for -
independent non-executive directors and board executive directors, in any case, will not
The lead independent director/chairman | €xceed two million dollars
receive additional fees
Benefits Reasonable travel expenses to the | Customary control procedures Real costs of travel with a maximum of

Company’s registered office or venues
for meetings

one million dollars for all directors

Other Non-Executive
Directors:

Fees Attract and retain the high-performing | Directors appointed by shareholders | No  prescribed maximum  annual
non-executive directors receive no fees increase
Benefits Reasonable travel expenses to the | Customary control procedures Real costs of travel

Company’s registered office or venues
for meetings
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Service Contracts
Mr. Seage has a services contract with Atlantica Yield that includes a 6-month notice period.

The non-executive directors do not have a service contract and have been elected for a period of three years
starting June 2014.

It is proposed to make a change to the remuneration policy regarding certain termination payments to key
executives, including the Chief Executive Officer, as described in this remuneration policy. Consequently,
the new policy will be submitted to shareholders for approval at the 2017 annual general meeting.

In accordance with the changes proposed and in respect of the executives, the Company may agree with the
executives to make payments for loss of office or employment in addition to the severance payment under
the prevailing labour and legal conditions in theirs contract or countries where they may be employed if
they should leave (by loss of office or employment) the Company within 2 years of a change in control.
The payment will represent six months of remuneration and will be adjusted to ensure that total payment
including severance payment required under prevailing laws represent at least 12 months of remuneration
(including salary, benefits, long term incentive plans and variable pay), but never more than 24 months of
remuneration, unless required by local law.

A change of control means that a third party or coordinated parties (i) acquire directly or indirectly by any
means a number of shares in the Company which (together with the shares that such party may already
hold in the Company) amount to more than 50% of the share capital of the Company; or (ii) appoint or
have the right to appoint at least half of the members of the Board of Directors of the Company.

No payments will be made for dismissal for breach of contract, breach of fiduciary duties or gross
misconduct, determined (in the event of a dispute) by a court of competent jurisdiction to reach a final
determination.

In respect of the Chief Financial Officer and in accordance with his services agreement, he is entitled to a
12-month, or period established by the labour law, compensation if he leaves the Company, voluntarily or
otherwise, after a change of control.

The Company may lawfully terminate the executive director’s employment without compensation in
circumstances where the employer is entitled to be terminated for cause, as defined by applicable law. In
the event of the termination by the Company, each executive director may have an entitlement to
compensation in respect of his statutory rights under the employment protection legislation in the UK,
Spain or elsewhere.

Employee Benefit Trusts

Our policy is not to use any employee trust for share plans.

Key Management Compensation for 2016

€ in thousands 016 2015

« Short-term employee benefits 3,439.8 2,851.9
- Post-employment benefits

o Other long-term benefits

« Termination benefits

o Share-based payment
. Total | 3,439.8 2,851.9

Key management includes Directors, Chief Executive Officer, CFO and 6 key executives

Statement of Voting at General Meetings

The remuneration report and the remuneration policy will be submitted to the Annual Shareholders’
Meeting in 2017.
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Approval

This report was approved by the board of directors on 24™ February, 2017 and signed on its behalf by
Santiago Seage, Chief Executive Officer.

Chief Executive Officer
Santiago Seage

24" February, 2017
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Directors’ Responsibilities Statement

The directors are responsible for preparing the Consolidated Annual Report and the Financial Statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors are required to prepare the group financial statements in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the International Accounting Standards Board
(IASB) and Article 4 of the IAS Regulation and have elected to prepare the parent company financial
statements in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework. Under
company law the directors must not approve the accounts unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing the parent company financial statements, the directors are required to:

= select suitable accounting policies and then apply them consistently;

= make judgments and accounting estimates that are reasonable and prudent;

=  state whether Financial Reporting Standard 101 Reduced Disclosure Framework has been followed,
subject to any material departures disclosed and explained in the financial statements;

=  prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

= In preparing the group financial statements, International Accounting Standard 1 requires that
directors:

o properly select and apply accounting policies;

o present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information;

o provide additional disclosures when compliance with the specific requirements in IFRSs
are insufficient to enable users to understand the impact of particular transactions, other
events and conditions on the entity's financial position and financial performance; and

o make an assessment of the company's ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Responsibility statement

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company’s website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

We confirm that to the best of our knowledge:

The Consolidated Financial Statements, prepared in accordance with the relevant financial reporting
framework, give a true and fair view of the assets, liabilities, financial position and profit or loss of the
company and the undertakings included in the consolidation taken as a whole;

The Strategic Report includes a fair review of the development and performance of the business and the
position of the company and the undertakings included in the consolidation taken as a whole, together with
a description of the principal risks and uncertainties that they face; and

The Consolidated Annual Report and Financial Statements, taken as a whole, are fair, balanced and
understandable and provide the information necessary for sharcholders to assess the company’s
performance, business model and strategy.
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This responsibility statement was approved by the board of directors on 24™ February, 2017 and is signed

on its behalf by:
By order of the Board

Chief Executive Officer
Santiago Seage
24™ February, 2017

Chief
Francisco Martinez-Davis
24™ February, 2017
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ATLANTICA YIELD PLC

We have audited the financial statements of Atlantica Yield Plc for the year ended 31 December 2016 which
comprise the Consolidated Income Statement, the Consolidated Balance Sheet, the Consolidated
Statement of other comprehensive income, the Consolidated Statement of Changes in Equity, the
Consolidated Cash Flow Statement, the Company Balance Sheet, the Company Statement of Changes in
Equity and the related notes 1 to 31 to the Consolidated financial statements and notes 1 to 7 to the
Company financial statements. The financial reporting framework that has been applied in the preparation
of the group financial statements is applicable law and International Financial Reporting Standards (IFRSs)
as issued by the International Accounting Standards Board (IASB’). The financial reporting framework that
has been applied in the preparation of the parent company financial statements is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice),
including FRS 101 “Reduced Disclosure Framework”.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company's
members those matters we are required to state to them in an auditor's report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’'s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with
the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to the group's and the parent company's circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant accounting estimates made by the directors;
and the overall presentation of the financial statements. In addition, we read all the financial and non-
financial information in the annual report to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware
of any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion:

. the financial statements give a true and fair view of the state of the group's and of the parent
company's affairs as at 31 December 2016 and of the group’s loss for the year then ended;

. the group financial statements have been properly prepared in accordance with IFRSs as adopted
by the European Union;

. the parent company financial statements have been properly prepared in accordance with United

Kingdom Generally Accepted Accounting Practice; and
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o the financial statements have been prepared in accordance with the requirements of the
Companies Act 2006; and, as regards the group financial statements, Article 4 of the IAS
Regulation.

Separate opinion in relation to IFRSs as issued by the IASB

As explained in Note 1 to the group financial statements, the group in addition to applying IFRSs as
adopted by the European Union, has also applied IFRSs as issued by the International Accounting
Standards Board (IASB).

In our opinion the group financial statements comply with IFRSs as issued by the IASB.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

s the part of the Directors’ Remuneration Report to be audited has been properly prepared in
accordance with the Companies Act 2006;
e the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and
e the Strategic Report and the Directors’ Report have been prepared in accordance with the
Companies Act 2006.
In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified any material misstatements in the Strategic Report and the
Directors’ Report.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you if, in our opinion:

o adequate accounting records have not been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us; or
. the parent company financial statements and the part of the Directors’ Remuneration Report to be
audited are not in agreement with the accounting records and returns; or
o certain disclosures of directors’ remuneration specified by law are not made; or
. we have not received all the information and explanations we require for our audit.
e~

Makhan Chahal (Senior statutory auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

1 March 2017
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Consolidated Income Statement

Amounts in thousands of U.S. dollars

Revenue

Other operating income

Raw materials and consumables used

Employee benefit expenses

Depreciation, amortization, and impairment charges
Other operating expenses

Operating profit

Finance income

Finance expenses

Net exchange gains/(losses)

Net other finance (expenses)/income

Net finance costs

Share of profit/(loss) of associates carried under the equity
method

Profit/ (Loss) before income tax

Income tax

Profit/ (Loss) for the year

Profit attributable to non-controlling interests

Profit/ (Loss) for the year attributable to owners of the Company

Weighted average number of ordinary shares outstanding (thousands)

Basic and diluted earnings per share (U.S. dollar per share) (¥)

Note (1)

13

10
10

10

14

11

30

30

For the year ended December 31,

2016 2015
971,797 790,881
65,538 68,857
(26,919) (23,243)
(14,736) (5,848)
(332,925) (261,301)
(260,318) (224,828)
402,437 344,518
3,298 3,464
(408,007) (333,921)
(9,546) 3,852
8,505 (200,153)
(405,750) (526,758)
6,646 7,844
3,333 (174,396)
(1,666) (23,790)
1,667 (198,186)
(6,522) (10,819)
(4,855) (209,005)
100,217 92,795
(0.05) (2.25)

(*)  Earnings per share has been calculated for the period subsequent to the initial public offering, considering Net profit/(loss)
attributable to equity holders of Atlantica Yield plc. generated after the initial public offering divided by the number of

shares outstanding.
(1)  Notes 1 to 31 are an integral part of the consolidated financial statements

All results are derived from continuing operations.
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Consolidated Statement of other comprehensive income

Amounts in thousands of U.S. dollars

Profit / (Loss) for the year

Items that may be reclassified subsequently to profit or loss:

Gains / (losses) arising during the year
Less: reclassification adjustments for gains / (losses) transferred to
profit or loss

Exchange differences on translation of foreign operations

Income tax relating to items that may be reclassified subsequently to
profit or loss

Other comprehensive income/(loss) for the year net of tax

Total comprehensive income/(loss) for the year

Total comprehensive income/ (loss) attributable to:
Owners of the Company
Non-controlling interests

Year Year
ended ended
2016 2015
1,667 (198,186)
(37,480) 56
72,774 55,841
(22,150) (91,405)
(5,639) (12,010)
7,505 (47,518)
9,172 (245,704)
457) (249,254)
9,629 3,550
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Consolidated Balance Sheet

Note (1) As of As of
Amounts in thousands of U.S. dollars December December 31,
31,2016 2015
Assets
Non-current assets
Contracted concessional assets 13 8,924,272 9,300,897
Investments carried under the equity method 14 55,009 56,181
Financial investments 23&24 69,773 93,791
Deferred tax assets 11 202,891 191,314
Total non-current assets 9,251,945 9,642,183
Current assets
Inventories 15,384 14913
Trade and other receivables 15&23 207,621 197,308
Financial investments 23 228,038 221,358
Cash and cash equivalents 16&23 594,811 514,712
Total current assets 1,045,854 948,291
Total assets 10,297,799 10,590,474
Equity
Share capital 10,022 10,022
Parent company reserves 2,268,457 2,313,855
Other reserves 52,797 24,831
Accumulated currency translation reserve (133,150) (109,582)
Retained earnings (365,410) (356,524)
Equity attributable to the Company 1,836,576 1,882,602
Non-controlling interests 126,395 140,899
Total equity 21 1,959,111 2,023,501
Non-current liabilities
Long-term corporate debt 17 376,340 661,341
Long-term project debt 18 4,629,184 3,574,464
Grants and other liabilities 19 1,612,045 1,646,748
Related parties 27 101,750 126,860
Derivative liabilities 24 349,266 385,095
Deferred tax liabilities 11 95,037 79,654
Total non-current liabilities 7,163,622 6,474,162
Current liabilities
Short-term corporate debt 17 291,861 3,153
Short-term project debt 18 701,283 1,896,205
Trade payables and other current liabilities 20 160,505 178,217
Income and other tax payables 21,417 15,236
Total current liabilities 1,175,066 2,092,811
Total equity and liabilities 10,297,799 10,590,474

(1)  Notes 1 to 31 are an integral part of the consolidated financial statements
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The consolidated financial statements of Atlantica Yield plc, company registration no. 08818211, were
approved by the board of directors and authorised for issue on 24™ February, 2017.

They were signed on its behalf by:

Chief Executive Officer
Santiago Seage

24™ February, 2017
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Statement of changes in equity
Year ended 31 December 2016

Consolidated Statement of changes in equity

Amounts in thousands of U.S. dollars Share Parent Other Retained Accumulated Total equity Non- Total
Capital company reserves earnings currency attributable controlling equity
reserve translation to the interest
differences Company

Balance as of January 1, 2016 10,022 2,313,885 24,831 (356,524) (109,582) 1,882,602 140,899 2,023,501
Profit/(loss) for the year after taxes - - - (4,855) - (4,855) 6,522 1,667
Change in fair value of cash flow hedges - - 32,944 - - 32,994 2,350 35,294
Currency translation differences - - - - (23,568) (23,568) 1,418 (22,150)
Tax effect - - (4,978) - - (4,978) (661) (5,639)
Other comprehensive income - - 27,966 - (23,568) 4,398 3,107 7,505
Total comprehensive income - - 27,966 (4,855) (23,568) (457) 9,629 9,172
Acquisition of non-controlling interest - - - (4,031) - (4,031) (15,894) (19,925)
in Solacor 1&2 (a)

Asset acquisition (Sevilla PV) (a) - - - - - - 713 713
Dividend distribution - (45,398) - - - (45,398) (8,952) (54,350)
Balance as of December 31,2016 10,022 2,268,457 52,797 (365,410) (133,150) 1,832,716 126,395 1,959,111
Balance as of January 1, 2015 8,000 1,790,135 (15,539) (2,031) (28,963) 1,751,602 88,029 1,839,631
Profit/(loss) for the year after taxes - - - (209,005) - (209,005) 10,819 (198,186)
Change in fair value of cash flow hedges - - 51,215 - - 51,215 4,682 55,897
Currency translation differences - - - - (80,619) (80,619) (10,786) (91,405)
Tax effect - - (10,845) - - (10,845) (1,165) (12,010)
Other comprehensive income - - 40,370 - (80,619) (40,249) (7,269) (47,518)
Total comprehensive income - - 40370  (209,005) (80,619) (249,254) 3,550  (245,704)
Asset acquisition under the Rofo (a) - - - (145,488) - (145,488) 57,627 (87,861)
Dividend distribution - (137,995) - - - (137,995) (8,307) (146,302)
Capital Increase 2,022 661,715 - - - 663,737 - 663,737
Balance as of December 31, 2015 10,022 2,313,885 24,831  (356,524) (109,582) 1,882,602 140,899 2,023,501

(a) See Note 5 for further details.

Notes 1 to 31 are an integral part of the consolidated financial statements



Cash flow statement
31 December 2016

Consolidated Cash flow statement

For the year ended

Amounts in thousands of U.S. dollars l\i(l);e 2016 2015

Profit/(Loss) for the year 1,667 (198,186)
Non-monetary adjustments
Depreciation, amortization and impairment charges 13 332,925 261,301
Finance costs 397,966 553,300
Fair value (gains)/losses on derivative financial instruments (1,761) (4,292)
Shares of (profits)/losses from associates (6,646) (7,844)
Income tax 11 1,666 23,790
Changes in consolidation and other non-monetary items (59,375) (91,410)
Profit for the year adjusted by non-monetary items 666,442 536,659
Variations in working capital
Inventories (729) (1,198)
Trade and other receivables (15,001) 14,845
Trade payables and other current liabilities 11,422 9,994
Financial investments and other current assets/liabilities 6,341 49,420
Variations in working capital 2,033 73,061
Income tax received/(paid) (1,953) 522
Interest received 3,342 1,600
Interest paid (335,446) (312,357)
Net cash provided by operating activities 334,418 299,485
Investments in entities under the equity method 4,984 4,417
Investments in contracted concessional assets (5,952) (106,007)
Other non-current assets/liabilities (3,637) 5,714
Acquisitions of subsidiaries 5 (21,754) (833,974)
Net cash used in investing activities (26,359) (929,850)
Proceeds from Project & Corporate debt 11,113 459,366
Repayment of Project & Corporate debt (182,636) (175,389)
Dividends paid to Company s shareholders (35,509) (137,166)
Proceeds from capital increase - 664,120
Purchase of shares to non-controlling interests (19,071) -
Net cash provided by/(used in) financing activities (226,103) 810,931
Net increase in cash and cash equivalents 81,956 180,566
Cash, cash equivalents and bank overdrafts at beginning of the year 16 514,712 354,154
Translation differences cash or cash equivalent (1,857) (20,008)
Cash and cash equivalents at the end of the year 16 594,811 514,712
1) Notes 1 to 31 are an integral part of the consolidated financial statements
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Notes to the consolidated financial statements
31 December 2016

Notes to the consolidated financial statements

1. General information

Atlantica Yield plc. (‘Atlantica Yield’ or the Company) is a company incorporated in Great Britain
under the Companies Act. The address of the registered office is Great West Road, Brentford TWS
9DF, Greater London (United Kingdom). The nature of the Group’s operations and its principal
activities are set out in the strategic report on pages 3 to 17.

These financial statements are presented in US Dollars because that is the primary currency in which
the Group operates. Foreign operations are included in accordance with the policies set out in note 3.

On November 27, 2015 Abengoa, reported that, it filed a communication pursuant to article 5 bis of
the Spanish Insolvency Law 22/2003 with the Mercantile Court of Seville n® 2. The filing by Abengoa
was intended to initiate a process to try to reach an agreement with its main financial creditors, aimed
to ensure the right framework to carry out such negotiations and provide Abengoa with financial
stability in the short and medium term.

The Mercantile Court set a deadline of March 28, 2016 for Abengoa to reach an agreement with its
main financial creditors. On such date, Abengoa filed with the Mercantile Court of Seville n® 2 an
application for the judicial approval (“homologacion judicial”) of a standstill agreement which
obtained the support of 75.04 per cent of the financial creditors to which it was addressed. On April 6,
2016, the Judge of the Mercantile Court of Seville n° 2 issued a resolution declaring the judicial
approval (“homologacion judicial”) of the standstill agreement and extending the effect of the stay of
the obligations referred to in the standstill agreement until October 28, 2016, to creditors of financial
liabilities who had not signed the agreement or have otherwise expressed their disagreement.

On September 24, 2016, Abengoa announced that it had signed a restructuring agreement with a group
of investors and creditors, which included a commitment from investors and banks to contribute new
money to the company. On the same date, Abengoa opened the accession period for the rest of its
financial creditors. On October 28, 2016, Abengoa announced the filing of the request for judicial
approval (“homologacion judicial”) of its restructuring agreement to the Judge of the Mercantile Court
of Seville. According to the announcement, Abengoa had previously obtained approval from creditors
representing 86% of its financial debt, above the 75% limit required by the law. On November 8,
2016, the Judge of the Mercantile Court of Seville declared judicial approval of Abengoa’s
restructuring agreement, extending the terms of the agreement to those creditors who had not approved
the restructuring agreement. On February 3, 2017, Abengoa announced it obtained approval from
creditors representing 94% of its financial debt after the supplemental accession period. The
implementation of Abengoa’s restructuring is subject to a series of conditions precedent. On February
14, 2017, Abengoa announced that it launched a waiver request in order to approve certain
amendments to the restructuring agreement and opened a voting period ending on February 28, 2017
(see note 23).

The financing arrangements of some of the project subsidiaries of the Company (Solana, Mojave,
Kaxu and Cadonal) contain cross-default provisions related to Abengoa, such that debt defaults by
Abengoa, subject to certain threshold amounts and/or a restructuring process, could trigger defaults
under such project financing arrangements. These cross-default provisions expire progressively over
time, remaining in place until the termination of the obligations of Abengoa under such project
financing arrangements. The Company has signed a forbearance agreement in Solana and Mojave in
December 2016 according to which, such defaults will no longer trigger acceleration remedies or
limitations on distributions remedies in both financing arrangements. In the case of Cadonal, the
waiver obtained is subject to certain conditions. The only project for which waivers or forbearances
have not been obtained yet is Kaxu. The company is currently in discussions with its project finance
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lenders.

Although the Company does not expect the acceleration of debt to be declared by the credit entities,
Kaxu and Cadonal did not have contractually as of December 31, 2016 what International Accounting
Standards define as an unconditional right to defer the settlement of the debt for at least twelve months
after that date, as the cross-default provisions make that right not totally unconditional, and therefore
the debt of Kaxu and Cadonal has been presented as current in these consolidated financial statements
in accordance with International Accounting Standards 1 (“IAS 17), “Presentation of Financial
Statements”.

As of December 31, 2015, all the project financing arrangements except for ATN, ATS, Skikda and
Honaine contained a change of ownership clause that would be triggered if Abengoa would cease to
own at least 35% of Atlantica Yield's shares. Based on the most recent public information, Abengoa
currently owns 41.47% of the ordinary shares of the Company. In connection with various financing
agreements, Abengoa has disclosed that as of today, 41,530,843 of Atlantica Yield shares,
representing approximately 41.44% of the outstanding shares of the Company, have been pledged as
collateral. If Abengoa defaults on any of these or future financing arrangements or sell or transfer
enough ABY shares before obtaining the waivers, such lenders may foreclose on the pledged shares
and, as a result, Abengoa could eventually own less than 35% of Atlantica Yield’s outstanding
shares. As a result, the Company would be in breach of covenants under the applicable project
financing arrangements. Additionally, if Abengoa sells, transfers or signs new financing arrangements
considered a transfer of ABY shares, the Company could be as well in breach of covenants under the
applicable project financing arrangements.

During 2016 waivers and forbearances have been obtained for most of our project financing
agreements from all the parties of these project financing arrangements containing the minimum
ownership covenants previously explained (Palmatir, Quadra 1 and Quadra 2, Cadonal, Helioenergy
1&2, Solana, Mojave, Solnova 1, 3&4, Solacor 1&2 and Solaben 2&3). As of this date, waivers or
forbearances are still required for ACT and Kaxu and the Company is working on obtaining them. In
the case of Solana and Mojave, the forbearance agreement signed with the U.S. Department of Energy,
or the DOE, with respect to these assets, covers reductions of Abengoa’s ownership resulting from (i)
a court-ordered or lender-initiated foreclosure pursuant to the existing pledge over Abengoa’s shares
of the Company that occurs prior to March 31, 2017, (ii) a sale or other disposition at any time
pursuant to a bankruptcy proceeding by Abengoa, (iii) changes in the existing Abengoa pledge
structure in connection with Abengoa’s restructuring process, aimed at pledging the shares under a
new holding company structure, and (iv) capital increases by us. In the event of other reductions of
Abengoa’s ownership below the minimum ownership threshold resulting from sales of shares by
Abengoa, DOE remedies will not include debt acceleration, but DOE remedies available would
include limitations on distributions to the Company from its subsidiaries. In addition, the minimum
ownership threshold for Abengoa in the Company has been reduced from 35% to 30%.

In addition, the Credit Facility entered into by the Company on December 3, 2014 with Banco
Santander, S.A., Bank of America, N.A., Citigroup Global Markets Limited, HSBC Bank plc and
RBC Capital Markets, as joint lead arrangers and joint bookrunners (the “Credit Facility”’) does not
include cross-default provisions related to Abengoa. Nevertheless, the Company is required to comply
with (i) a maintenance leverage ratio of the indebtedness at Atlantica Yield level to the cash available
for distribution and (ii) an interest coverage ratio of cash available for distribution to debt service
payments. A potential payment default in several of the project companies or potential restrictions to
distributions from several of the project companies may adversely affect compliance with these
covenants. The Credit Facility also includes a cross-default provision related to a default by the project

59



Notes to the consolidated financial statements
31 December 2016

subsidiaries of the Company in their financing arrangements, such that a payment default in one or
more of the non-recourse subsidiaries of the Company representing more than 20% of the cash
available for distribution distributed in the previous four fiscal quarters could trigger a default under
the Credit Facility. A payment default in several of our project companies or restrictions in
distributions from several of our project companies may trigger these covenants. Considering all the
progress in obtaining waivers and forbearances obtained, the Company considers that scenario as
remote. Additionally, in such remote scenario, the Company would undertake initiatives including, but
not limited to, asset disposals or changes in the dividend policy.

Additionally, on February 10, 2017, the Company signed a Note Issuance Facility, a senior secured
note facility with a group of funds managed by Westbourne Capital as purchasers of the notes issued
thereunder for a total amount of €275 million (approximately $294 million). The proceeds of the Note
Issuance Facility will be used for the repayment of Tranche B under our Credit Facility, which will be
cancelled, as well as for general corporate expenses incurred as part of this transaction.

The Company has significantly reduced the level of services received from Abengoa, terminating the
Support Services Agreement, although it continues to rely on Abengoa for operation and maintenance
services at most of its facilities and for minimum local support services in certain geographies. The
Company has separated its IT systems from Abengoa during 2016 and has prepared plans to replace
existing operation and maintenance suppliers if required.

These consolidated financial statements were approved by the Board of Directors on 24™ February
2017.

2. Adoption of new and revised Standards

a) Standards, interpretations and amendments effective from January 1, 2016 under IFRS-IASB,
applied by the Company in the preparation of these consolidated financial statements:

* IFRS 10 (Amendment) ‘Consolidated financial statements, IFRS 12 ‘Disclosure of interests in
Other Entities’ and IAS 28 ‘Investments in associates and joint ventures’ regarding the exemption
from consolidation for investment entities.

* Annual Improvements to IFRSs 2012-2014 cycles.

* IAS 1 (Amendment) ‘Presentation of Financial Statements’ under the disclosure initiative.

* IAS 27 (Amendment) ’Separate financial statements’ regarding the reinstatement of the equity
method as an accounting option in separate financial statements.

*JAS 16 (Amendment) ’Property, Plant and Equipment’ and IAS 38 ’Intangible Assets’,
regarding acceptable methods of amortization and depreciation.

* IFRS 11 (Amendment) ‘Joint Arrangements’ regarding acquisition of an interest in a joint
operation.

* IAS 16 ‘Property, Plant and Equipment’ and 41 ‘Agriculture’ (Amendment) regarding bearer
plants.

The applications of these amendments have not had any material impact on these consolidated
financial statements.
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b) Standards, interpretations and amendments published by the IASB that will be effective for periods
beginning on or after January 1, 2017:

« IFRS 9 ’Financial Instruments’. This Standard will be effective from January 1, 2018 under
IFRS-IASB, earlier application is permitted.

 [FRS 15 ’Revenues from contracts with Customers’. IFRS 15 is applicable for annual periods
beginning on or after January 1, 2018 under IFRS-IASB, earlier application is permitted.

* IFRS 16 ’Leases’. This Standard is applicable for annual periods beginning on or after January
1, 2019 under IFRS-IASB, earlier application is permitted, but conditioned to the application of
IFRS 15.

* IAS 12 (Amendment) ‘Recognition for Deferred Tax for Unrealised Losses’. This amendment is
mandatory for annual periods beginning on or after January 1, 2017 under IFRS-IASB, earlier
application is permitted.

* IAS 7 (Amendment) ‘Disclosure Initiative’. This amendment is mandatory for annual periods
beginning on or after January 1, 2017 under IFRS-IASB, earlier application is permitted.

* IFRS 15 (Clarifications) ’Revenues from contracts with Customers’. This amendment is
mandatory for annual periods beginning on or after January 1, 2018 under IFRS-IASB, earlier
application is permitted.

* IFRS 2 (Amendment) ‘Classification and Measurement of Share-based Payment Transactions’.
This amendment is mandatory for annual periods beginning on or after January 1, 2018 under
IFRS-IASB, earlier application is permitted.

* [FRS 4 (Amendment). Applying IFRS 9 ‘Financial Instruments’ with IFRS 4 ‘Insurance
Contracts’. This amendment is mandatory for annual periods beginning on or after January 1,
2018 under IFRS-IASB, earlier application is permitted.

« [FRIC Interpretation 22 ’Foreign Currency Transactions and Advance Consideration’,
mandatory for annual periods beginning on or after January 1, 2018 under IFRS-IASB, carlier
application is permitted.

« IAS 40 (Amendment) Transfers of Investment Property’. This amendment is mandatory for
annual periods beginning on or after January 1, 2018 under IFRS-IASB, earlier application is
permitted.

The Company does not anticipate any significant impact on the consolidated financial statements
derived from the application of the new standards and amendments that will be effective for annual
periods beginning after December 31, 2016, although it is currently still in process of evaluating such
application.

3. Significant accounting judgements
Basis of accounting

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by the IASB, and on a basis consistent with the prior year.
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The financial statements have been prepared on the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange for goods and services. The principal
accounting policies adopted are set out below.

Basis of consolidation
a) Controlled entities

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) made up to 31 December each year. Control is achieved
when the Company:

e has the power over the investee;
e isexposed, or has rights, to variable return from its involvement with the investee; and
e has the ability to use its power to affects its returns.

The Company reassesses whether or not it controls an investee when facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.

The Company uses the acquisition method to account for business combinations of companies
controlled by a third party. According to this method, identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at
the acquisition date. Any contingent consideration is recognized at fair value at the acquisition date
and subsequent changes in its fair value are recognized in accordance with IAS 39 either in profit or
loss or as a change to other comprehensive income. Acquisition related costs are expensed as incurred.
The Company recognizes any non-controlling interest in the acquiree either at fair value or at the
noncontrolling interest’s proportionate share of the acquirer’s net assets on an acquisition by
acquisition basis.

Acquisitions of businesses from Abengoa were previously not considered business combinations, as
Atlantica Yield was a subsidiary controlled of Abengoa. The assets acquired constituted an acquisition
under common control by Abengoa and accordingly, were recorded using Abengoa’s historical basis
in the assets and liabilities of the Predecessor. The difference between the cash paid and historical
value of the net assets was recorded in equity. Results of operations of the assets acquired have been
recorded in Atlantica Yield’s consolidated income statement since the date of the acquisition.

Abengoa has no control over the Company since December 31, 2015. Therefore, any purchase to
Abengoa is accounted for in the consolidated accounts of Atlantica Yield since December 31, 2015, in
accordance with IFRS 3, Business Combination.

All assets and liabilities between entities of the group, equity, income, expenses, and cash flows
relating to transactions between entities of the group are eliminated in full.

b) Investments accounted for under the equity method

An associate is an entity over which the Company has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee but is not
control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these financial statements using
the equity method of accounting. Under the equity method, an investment in an associate is initially
recognized in the statement of financial position at cost and adjusted thereafter to recognize the
Company share of the profit or loss and other comprehensive income of the associate.

62



Notes to the consolidated financial statements
31 December 2016

Going concern

The directors have, at the time of approving the financial statements, a reasonable expectation that the
Company and the Group have adequate resources to continue in operational existence for the
foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the
consolidated financial statements. Further detail is contained in the Strategic Report on page 27.

Critical accounting judgements and estimates

The critical judgements which have been made in the process of applying the accounting policies are
detailed below:

e Contracted concessional assets and purchase price agreements

The application of IFRIC 12 requires judgement to (i) the identification of certain infrastructures and
contractual agreements in the scope of IFRIC 12; (ii) the understanding of the nature of the payments
in order to determine the classification as a financial asset or as an intangible asset, and (iii) the timing
and recognition of the revenue for construction and concessional activity.

Key sources of estimation uncertainty

The Group does not have any key assumptions concerning the future, or other key sources of
estimation uncertainty in the reporting period that may have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.

Contracted concessional Assets and price purchase agreements

Contracted concessional assets and price purchase agreements (PPAs) include fixed assets financed
through project debt, related to service concession arrangements recorded in accordance with
International Financial Reporting Interpretations Committee 12 (“IFRIC 12”), except for Palmucho,
which is recorded in accordance with IAS 17 and PS10, PS20 and Seville PV, which are recorded as
tangible assets in accordance with IAS 16. The infrastructures accounted for by the Company as
concessions are related to the activities concerning electric transmission lines, solar electricity
generation plants, cogeneration plants, wind farms and water plants. The useful life of these assets is
approximately the same as the length of the concession arrangement. The infrastructure used in a
concession can be classified as an intangible asset or a financial asset, depending on the nature of the
payment entitlements established in the agreement.

Under the terms of contractual arrangements within the scope of this interpretation, the operator shall
recognize and measure revenue in accordance with IAS 11 and 18 for the services it performs. If the
operator performs more than one service (i.e. construction or upgrade services and operation services)
under a single contract or arrangement, consideration received or receivable shall be allocated by
reference to the relative fair values of the services delivered, when the amounts are separately
identifiable.

Consequently, in accordance with the provisions of IFRIC 12, the Company recognizes and measures
revenue and costs for providing construction services during the period of construction of the
infrastructure in accordance with IAS 11 “Construction Contracts”. This applies in the same way to
the two models.

a) Intangible assets
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The Company recognizes an intangible asset to the extent that it receives a right to charge final
customers for the use of the infrastructure. This intangible asset is subject to the provisions of IAS 38
and is amortized linearly, taking into account the estimated period of commercial operation of the
infrastructure which coincides with the concession period.

Once the infrastructure is in operation, the treatment of income and expenses is as follows:

e Revenues from the updated annual revenue for the contracted concession, as well as operations
and maintenance services are recognized in each period according to IAS 18 “Revenue”.

e Operating and maintenance costs and general overheads and administrative costs are recorded in
accordance with the nature of the cost incurred (amount due) in each period.

e Financing costs are expensed as incurred.

b) Financial assets

The Company recognizes a financial asset when demand risk is assumed by the grantor, to the extent
that the concession holder has an unconditional right to receive payments for the asset. This asset is
recognized at the fair value of the construction services provided, considering upgrade services in
accordance with IAS 11, if any.

The financial asset is subsequently recorded at amortized cost calculated according to the effective
interest method. Revenue from operations and maintenance services is recognized in each period
according to IAS 18 “Revenue”. The remuneration of managing and operating the asset resulting from
the valuation at amortized cost is also recorded in revenue.

Financing costs are expensed as incurred.

c) Property, plant and equipment

Property, plant and equipment includes property, plant and equipment of companies or project
companies. Property, plant and equipment is measured at historical cost, including all expenses
directly attributable to the acquisition, less depreciation and impairment losses, with the exception of
land, which is presented net of any impairment losses. Once the infrastructure is in operation, the
treatment of income and expenses is the same as the one described above for intangible assets.

Borrowing costs

Interest costs incurred in the construction of any qualifying asset are capitalized over the period
required to complete and prepare the asset for its intended use. A qualifying asset is an asset that
necessarily takes a substantial period of time to get ready for its internal use or sale, which is
considered to be more than one year. Remaining borrowing costs are expensed in the period in which
they are incurred.

Asset impairment

Atlantica Yield reviews its contracted concessional assets to identify any indicators of impairment at
least annually.
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The recoverable amount of an asset is the higher of its fair value less costs to sell and its value in use,
defined as the present value of the estimated future cash flows to be generated by the asset. In the
event that the asset does not generate cash flows independently of other assets, the Company
calculates the recoverable amount of the Cash Generating Unit ‘CGU”) to which the asset belongs.
When the carrying amount of the CGU to which these assets belong is lower than its recoverable
amount, the assets are impaired.

Assumptions used to calculate value in use include a discount rate, growth rate and projections
considering real data based in the contracts terms and projected changes in both selling prices and
costs. The discount rate is estimated by Management, to reflect both changes in the value of money
over time and the risks associated with the specific CGU. For contracted concessional assets, with a
defined useful life and with a specific financial structure, cash flow projections until the end of the
project are considered and no terminal value is assumed.

Contracted concessional assets have a contractual structure that permits the Company to estimate quite
accurately the costs of the project (both in the construction and in the operations periods) and revenue
during the life of the project.

Projections take into account real data based on the contract terms and fundamental assumptions based
on specific reports prepared by experts, assumptions on demand and assumptions on production.
Additionally, assumptions on macro-economic conditions are taken into account, such as inflation
rates, future interest rates, etc. and sensitivity analyses are performed over all major assumptions
which can have a significant impact in the value of the asset.

Cash flow projections of CGUs are calculated in the functional currency of those CGUs and are
discounted using rates that take into consideration the risk corresponding to each specific country and
currency. Taking into account that in most CGUs the specific financial structure is linked to the
financial structure of the projects that are part of those CGUs, the discount rate used to calculate the
present value of cash-flow projections is based on the weighted average cost of capital (WACC) for
the type of asset, adjusted, if necessary, in accordance with the business of the specific activity and
with the risk associated with the country where the project is performed.

In any case, sensitivity analyses are performed, especially in relation to the discount rate used and fair
value changes in the main business variables, in order to ensure that possible changes in the estimates

of these items do not impact the possible recovery of recognized assets.

Accordingly, the following table provides a summary of the discount rates used (WACC) and growth
rates to calculate the recoverable amount for CGUs with the operating segment to which it pertains:

Discount Growth

Operating segment Rate Rate
EMEA ..ottt 4% - 6% 0%
North AMETICA.....c.ovveeeirieirrciciccrceeeee e, 4% - 6% 0%
South AMETICA.....cvevieeeieieieeeeiteeee e, 5% - 7% 0%

In the event that the recoverable amount of an asset is lower than its carrying amount, an impairment
charge for the difference would be recorded in the income statement under the item “Depreciation,
amortization and impairment charges”. Pursuant to IAS 36, an impairment loss is recognized if the
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carrying amount of these assets exceeds the present value of future cash flows discounted at the initial
effective interest rate.

Loans and accounts receivable

Loans and accounts receivable are non-derivative financial assets with fixed or determinable
payments, not listed on an active market. In accordance with IFRIC 12, certain assets under
concessions qualify as financial assets and are recorded as is described in note 13. Pursuant to IAS 36,
an impairment loss is recognized if the carrying amount of these assets exceeds the present value of
future cash flows discounted at the initial effective interest rate. Loans and accounts receivable are
initially recognized at fair value plus transaction costs and are subsequently measured at amortized
cost in accordance with the effective interest rate method. Interest calculated using the effective
interest rate method is recognized under other financial income within financial income.

Derivative financial instruments and hedging activities

Derivatives are recorded at fair value. The Company applies hedge accounting to all hedging
derivatives that qualify to be accounted for as hedges under IFRS-IASB.

When hedge accounting is applied, hedging strategy and risk management objectives are documented
at inception, as well as the relationship between hedging instruments and hedged items. Effectiveness
of the hedging relationship needs to be assessed on an ongoing basis. Effectiveness tests are performed
prospectively and retrospectively at inception and at each reporting date, following the dollar offset
method or the regression method, depending on the type of derivatives and the type of tests performed.

Atlantica Yield applies cash flow hedging. Under this method, the effective portion of changes in fair
value of derivatives designated as cash flow hedges are recorded temporarily in equity and are
subsequently reclassified from equity to profit or loss in the same period or periods during which the
hedged item affects profit or loss. Any ineffective portion of the hedged transaction is recorded in the
consolidated income statement as it occurs.

When interest rate options are designated as hedging instruments, the intrinsic value and time value of
the financial hedge instrument are separated. Changes in intrinsic value which are highly effective are
recorded in equity and subsequently reclassified from equity to profit or loss in the same period or
periods during which the hedged item affects profit or loss. Changes in time value are recorded as
financial income or expense, together with any ineffectiveness.

When the hedging instrument matures or is sold, or when it no longer meets the requirements to apply
hedge accounting, accumulated gains and losses recorded in equity remain as such until the forecast
transaction is ultimately recognized in the income statement. However, if it becomes unlikely that the

forecast transaction will actually take place, the accumulated gains and losses in equity are recognized
immediately in the income statement.

Fair value estimates

Financial instruments measured at fair value are presented in accordance with the following level
classification based on the nature of the inputs used for the calculation of fair value:

e Level 1: Inputs are quoted prices in active markets for identical assets or liabilities.
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e Level 2: Fair value is measured based on inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

e Level 3: Fair value is measured based on unobservable inputs for the asset or liability.

In the event that prices cannot be observed, the management shall make its best estimate of the price
that the market would otherwise establish based on proprietary internal models which, in the majority
of cases, use data based on observable market parameters as significant inputs (Level 2) but
occasionally use market data that is not observed as significant inputs (Level 3). Different techniques
can be used to make this estimate, including extrapolation of observable market data. The best
indication of the initial fair value of a financial instrument is the price of the transaction, except when
the value of the instrument can be obtained from other transactions carried out in the market with the
same or similar instruments, or valued using a valuation technique in which the variables used only
include observable market data, mainly interest rates. Differences between the transaction price and
the fair value based on valuation techniques that use data that is not observed in the market, are not
initially recognized in the income statement.

a) Level 2 valuation

Atlantica Yield derivatives correspond mainly to the interest rate swaps designated as cash flow
hedges.

Description of the valuation method

Interest rate swap valuations are made by valuing the swap part of the contract and valuing the credit
risk. The methodology used by the market and applied by Atlantica Yield to value interest rate swaps
is to discount the expected future cash flows according to the parameters of the contract. Variable
interest rates, which are needed to estimate future cash flows, are calculated using the curve for the
corresponding currency and extracting the implicit rates for each of the reference dates in the contract.
These estimated flows are discounted with the swap zero curve for the reference period of the contract.

The effect of the credit risk on the valuation of the interest rate swaps depends on the future
settlement. If the settlement is favourable for the Company, the counterparty credit spread will be
incorporated to quantify the probability of default at maturity. If the expected settlement is negative
for the Company, its own credit risk will be applied to the final future of variable rates, based on
future outlooks. When quantifying credit risk, this model is limited by considering only the risk for the
current paying party, ignoring the fact that the derivative could change sign at maturity. A payer and
receiver swaption model is proposed for these cases. This enables the associated risk in each swap
position to be reflected. Thus, the model shows each agent’s exposure, on each payment date, as the
value of entering into the ‘tail’ of the swap, i.e. the live part of the swap.

Variables (Inputs)

Interest rate derivative valuation models use the corresponding interest rate curves for the relevant
currency and underlying reference in order to estimate the future cash flows and to discount them.
Market prices for deposits, futures contracts and interest rate swaps are used to construct these curves.

Interest rate options (caps and floors) also use the volatility of the reference interest rate curve.

To estimate the credit risk of the counterparty, the credit default swap (CDS) spreads curve is obtained
in the market for important individual issuers. For less liquid issuers, the spreads curve is estimated
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using comparable CDSs or based on the country curve. To estimate proprietary credit risk, prices of
debt issues in the market and CDSs for the sector and geographic location are used.

The fair value of the financial instruments that results from the aforementioned internal models takes
into account, among other factors, the terms and conditions of the contracts and observable market
data, such as interest rates, credit risk and volatility. The valuation models do not include significant
levels of subjectivity, since these methodologies can be adjusted and calibrated, as appropriate, using
the internal calculation of fair value and subsequently compared to the corresponding actively traded
price. However, valuation adjustments may be necessary when the listed market prices are not
available for comparison purposes.

¢) Level 3 valuation
Level 3 includes the preferred equity investment in ACBH and the Put/Call option (see Note 23).
Detailed information on fair values is included in Note 23.

Trade and other receivables

Trade and other receivables are amounts due from customers for sales in the normal course of
business. They are recognized initially at fair value and subsequently measured at amortized cost using
the effective interest rate method, less allowance for doubtful accounts.

Trade receivables due in less than one year are carried at their face value at both initial recognition and
subsequent measurement, provided that the effect of not discounting flows is not significant.

An allowance for doubtful accounts is recorded when there is objective evidence that the Company
will not be able to recover all amounts due as per the original terms of the receivables.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, cash in bank and other highly-liquid current
investments with an original maturity of three months or less which are held for the purpose of
meeting short-term cash commitments.

Grants

Grants are recognized at fair value when it is considered that there is a reasonable assurance that the
grant will be received and that the necessary qualifying conditions, as agreed with the entity assigning
the grant, will be adequately complied with. Grants are recorded as liabilities in the consolidated
statement of financial position and are recognized in “Other operating income” in the consolidated
income statement based on the period necessary to match them with the costs they intend to
compensate. In addition, grants correspond also to loans with interest rates below market rates, for the
initial difference between the fair value of the loan and the proceeds received.

Loans and borrowings

Loans and borrowings are initially recognized at fair value, net of transaction costs incurred.
Borrowings are subsequently measured at amortized cost and any difference between the proceeds
initially received (net of transaction costs incurred in obtaining such proceeds) and the repayment
value is recognized in the consolidated income statement over the duration of the borrowing using the
effective interest rate method.

Loans with interest rates below market rates are initially recognized at fair value in liabilities and the
difference between proceeds received from the loan and its fair value is initially recorded within
“Grants and Other liabilities” in the consolidated statement of financial position, and subsequently
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recorded in “Other operating income” in the consolidated income statement when the costs financed
with the loan are expensed.

Bonds and notes

The Company initially recognizes ordinary notes at fair value, net of issuance costs incurred.
Subsequently, notes are measured at amortized cost until settlement upon maturity. Any other
difference between the proceeds obtained (net of transaction costs) and the redemption value is
recognized in the consolidated income statement over the term of the debt using the effective interest
rate method.

Income taxes

Current income tax expense is calculated on the basis of the tax laws in force as of the date of the
consolidated statement of financial position in the countries in which the subsidiaries and associates
operate and generate taxable income.

Deferred income tax is calculated in accordance with the liability method, based upon the temporary
differences arising between the carrying amount of assets and liabilities and their tax base. Deferred
income tax is determined using tax rates and regulations which are expected to apply at the time when
the deferred tax is realized.

Deferred tax assets are recognized only when it is probable that sufficient future taxable profit will be
available to use deferred tax assets.

Trade payables and other liabilities

Trade payables are obligations arising from purchases of goods and services in the ordinary course of
business and are recognized initially at fair value and are subsequently measured at their amortized
cost using the effective interest method. Other liabilities are obligations not arising in the normal
course of business and which are not treated as financing transactions. Advances received from
customers are recognized as “Trade payables and other current liabilities”.

Foreign currency transactions

The consolidated financial statements are presented in U.S. dollars, which is Atlantica Yield functional
and reporting currency. Financial statements of each subsidiary within the Company are measured in
the currency of the principal economic environment in which the subsidiary operates, which is the
subsidiary’s functional currency.

Transactions denominated in a currency different from the subsidiary’s functional currency are
translated into the subsidiary’s functional currency applying the exchange rates in force at the time of
the transactions. Foreign currency gains and losses that result from the settlement of these transactions
and the translation of monetary assets and liabilities denominated in foreign currency at the year-end
rates are recognized in the consolidated income statement, unless they are deferred in equity, as occurs
with cash flow hedges and net investment in foreign operations hedges.

Assets and liabilities of subsidiaries with a functional currency different from the Company’s
reporting currency are translated to U.S. dollars at the exchange rate in force at the closing date of the
financial statements. Income and expenses are translated into U.S. dollars using the average annual
exchange rate, which does not differ significantly from using the exchange rates of the dates of each
transaction. The difference between equity translated at the historical exchange rate and the net
financial position that results from translating the assets and liabilities at the closing rate is recorded in
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equity under the heading “Accumulated currency translation differences”. Results of companies
carried under the equity method are translated at the average annual exchange rate.

Equity

The Company has recyclable balances in its equity, corresponding mainly to hedge reserves and
translation differences arising from currency conversion in the preparation of these consolidated
financial statements. These balances have been presented separately in Equity.

Non-controlling interest represents interest from other partners in entities included in these
consolidated financial statements which are not fully owned by Atlantica Yield as of the dates
presented. Parent company reserves together with the Share capital represent the Parent’s net
investment in the entities included in these consolidated financial statements.

Provisions and contingencies

Provisions are recognized when:
o there is a present obligation, either legal or constructive, as a result of past events;

e it is more likely than not that there will be a future outflow of resources to settle the obligation;
and

e the amount has been reliably estimated.

Provisions are initially measured at the present value of the expected outflows required to settle the
obligation and subsequently valued at amortized cost following the effective interest method. The
balance of Provisions disclosed in the Notes reflects management’s best estimate of the potential
exposure as of the date of preparation of the consolidated financial statements.

Contingent liabilities are possible obligations, existing obligations with low probability of a future
outflow of economic resources and existing obligations where the future outflow cannot be reliably
estimated. Contingences are not recognized in the consolidated statements of financial position unless
they have been acquired in a business combination.

Some companies included in the group have dismantling provisions, which are intended to cover
future expenditures related to the dismantlement of the solar plants and it will be likely to be settled
with an outflow of resources in the long term (over 5 years). Such provisions are accrued when the
obligation for dismantling, removing and restoring the site on which the plant is located, is incurred,
which is usually during the construction period. The provision is measured in accordance with IAS 37,
“Provisions, Contingent Liabilities and Contingent Assets” and is recorded as a liability under the
heading “Grants and other liabilities” of the Financial Statements, and as part of the cost of the plant
under the heading “Contracted concessional assets.”

4. Financial information by segment

Atlantica Yield’s segment structure reflects how management currently makes financial decisions and
allocates resources. Its operating and reportable segments are based on the following geographies
where the contracted concessional assets are located:

. North America

. South America
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. EMEA

Based on the type of business, as of December 31, 2016 the Company had the following business
sectors:

Renewable energy: Renewable energy assets include two Solar plants in the United States,
Solana and Mojave, each with a gross capacity of 280 MW and located in Arizona and California,
respectively. The Company owns eight solar platforms in Spain: Solacor 1 and 2 with a gross capacity
of 100 MW, PS10 and PS20 with a gross capacity of 31 MW, Solaben 2 and 3 with a gross capacity of
100 MW, Helioenergy 1 and 2 with a gross capacity of 100 MW, Helios 1 and 2 with a gross capacity
of 100 MW, Solnova 1, 3 and 4 with a gross capacity of 150 MW, Solaben | and 6 with a gross
capacity of 100 MW and Sevilla PV with a gross capacity of 1 MW. The Company also owns a Solar
plant in South Africa, Kaxu with a gross capacity of 100 MW. Additionally, the Company owns two
wind farms in Uruguay, Palmatir and Cadonal, with a gross capacity of 50 MW each.

Conventional power: Conventional power asset consists of ACT, a 300 MW cogeneration
plant in Mexico, which is party to a 20-year take-or-pay contract with Pemex for the sale of electric
power and steam.

Electric transmission lines: Electric transmission assets include (i) three lines in Peru,
ATN, ATS and ATN2, spanning a total of 1,012 miles; and (ii) three lines in Chile, Quadra 1, Quadra
2 and Palmucho, spanning a total of 87 miles. In addition, the Company owns a preferred equity
investment in ACBH, a subsidiary holding company of Abengoa that is engaged in the development,
construction, investment and management of contracted concessions in Brazil, consisting mostly of
electric transmission lines.

Water: Water assets include a minority interest in two desalination plants in Algeria,
Honaine and Skikda with an aggregate capacity of 10.5 M ft3 per day.

Atlantica Yield’s Chief Operating Decision Maker (CODM) assesses the performance and assignment
of resources according to the iden