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(Convenience Translation into English from the @ Previously Issued in Portuguese)

ISA CAPITAL DO BRASIL S.A.

Management Report — Fiscal Year 2013

To our Shareholders:

In compliance with the provisions of the applicalales and the bylaws, the Management of ISA Capital
do Brasil S.A. (“ISA Capital” or “Company”) submite your consideration the Management Report and
the individual and consolidated Financial Statemeatcompanied by the Independent Auditors’ Report,
as of and for the year ended December 31, 2013.

MESSAGE FROM MANAGEMENT

ISA Capital is a domestic holding company contblle Interconexion Eléctrica S.A. E.S.P. (“ISA"), a
Colombian quasi-public corporation controlled bg tholombian government, whose primary business is
the operation and maintenance of electric powestrassion network.

ISA Capital is the controlling shareholder of CTEERCompanhia de Transmissdo de Energia Elétrica
Paulista since July 26, 2006, and owns 57,714,888mwon shares of CTEEP, representing 89.50% of the
voting capital and 37.81% of the total capital. SThguity interest in CTEEP as of December 31, 2613
recorded in the line item “Investments” in the fic@l statements of ISA Capital in the amount 02R$
billion. In 2013, the Company received earning®$%5.6 million from this investment.

ISA Capital and its parent ISA are committed tougimg, promoting and improving the quality of the
electric power transmission services provided ly shbsidiary CTEEP, also aiming to improve their
economic and financial results by applying the darlbest management practices and models for the
benefit of their shareholders and community.

COMPANY PROFILE

ISA Capital do Brasil S.A. (“ISA Capital” or “Compg”) is a domestic holding company incorporated as
a limited liability company on April 28, 2006 androverted into a joint stock company on September 19
2006. Subsequently on January 4, 2007, the Compétgined its registration as a publicly traded
company from the Brazilian Securities and Excha@genmission (“CVM”) and remained as such until

May 27, 2010, when it cancelled the registratioratecision of its shareholders.

The primary purpose of the Company is to own shafesther companies or businesses as a partner or
shareholder, joint venturer, consortium membemyrather form of business partnership.

ISA Capital is controlled by Interconexion Eléc&iS.A. E.S.P. (“ISA”), a Colombian quasi-public
company controlled by the Colombian government, seh@rimary business is the operation and
maintenance of electric power transmission netwiorkddition to participating in activities relatemthe
provision of electric power services.

ISA Capital is the controlling shareholder of CTEERompanhia de Transmissdo de Energia Elétrica
Paulista (“subsidiary” or “CTEEP”) since July 2805, at which date there was financial settlemént o
the public auction held by the S&o Paulo Governrmanitune 28, 2006 at the Sdo Paulo Stock Exchange
(BOVESPA) for the sale of the controlling blocksifares in CTEEP.

For the acquisition of 31,341,890,064 common shaegsesenting 50.1% of CTEEP common shares and
21.0% of the total capital, the Company paid to $##® Paulo State Government the amount of R$1.2
billion corresponding to R$38.09 per thousand shaBesides this payment, ISA Capital paid to the Sa
Paulo State Government the amount of R$19.4 millaradditional price of the shares acquired in the
Auction, so as to offset the discount offered te #mployees of CTEEP for the purchase of a certain
block of shares. This amount paid for the acquaisitf the control of CTEEP is subject to adjustragas

set forth in the CTEEP stock purchase agreemertte tdetermined on the basis of the amounts actually
paid by CTEEP relating to supplementary benefit pesion of former employees pursuant to State Law
4.819/58.
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As part of the privatization process, the Compaoyuged on September 12, 2006 another 10,021,687
common shares in CTEEP, representing 0.016% ofah@mon stock, for the price of R$229 thousand.
These shares were acquired by reason of unsoldshamaining after the offering of CTEEP common
shares made by the S&o Paulo State Governmeng tnployees of CTEEP, according to the terms of
CTEEP Privatization Notice SF/001/2006.

By force of article 254-A of the Brazilian Corpogataw and pursuant to said Notice and the CTEEP
share purchase agreement, ISA Capital held on darfya2007 on the Sdo Paulo Stock Exchange
(BOVESPA) a public tender offer to purchase thestamding shares of CTEEP, for an amount
corresponding to 80% of the amount paid for thetrodimg block of shares of CTEEP. This Auction
resulted in the Company acquiring 24,572,554,0708ron shares in CTEEP, representing 39.28% of the
total common stock, at the price of R$30.74 peusland shares, totaling R$755.4 million.

After this acquisition, ISA Capital owned a total 55,924,465,821 common shares of CTEEP,
representing 89.40% of the voting capital and 3% 4§ the total capital of CTEEP. After the reverse
stock split made by CTEEP in August 2007, this nembf common shares owned by the Company
changed to 55,924,465.

Later, the Company made contributions to the chpitaCTEEP in an amount equivalent to 1,727,517
common shares, as follows: 574,927 shares on AWlyys2009, 594,477 shares on April 23, 2010 and
558,113 shares on September 21, 2011. These capitaibutions have derived from the tax benefit
gained by CTEEP with the partial amortization of #pecial goodwill reserve in fiscal years 2009,®20
and 2011. By means of the auction of remaining lahsbares held in 2011 by subsidiary CTEEP, ISA
Capital acquired 63,146 common shares. On Jun2®2, and July 5, 2012, ISA Capital sold 920 shares.
Thus, at December 31, 2013 the Company owned 52084ommon shares, equivalent to 37.81% of
the total capital and 89.50% of the voting capifaCTEEP.

DEBT IN FOREIGN CURRENCY — BONDS

At present the Company has a debt in foreign cuyreibonds) in the amount of US$31.6 million,
equivalent to R$76.8 million, which matures in 20T#is is the balance remaining after the restmirogu
made in 2010, when ISA Capital repurchased US$52dl4on, equivalent to R$935.6 million and
94.3% of the total bonds outstanding.

COMMITMENTS ASSUMED

In the process of acquisition of control of CTEERe Company assumed various commitments and
obligations under Notice SF/001/2006, which werarer being fulfilled as applicable. The CTEEP share
purchase agreement entered into on July 26, 2086 iaiposed on the Company and on its Parent
Company some obligations to be met in manageme@T&EP with respect to the fulfillment of prior
agreements, corporate governance rules, protectithe rights of CTEEP’s employees, maintenance and
continuance of the quality of electric power trarssion services, among others.

With the restructuring of the debt in foreign cuncg in 2010, the main commitments and obligations
called covenants that hindered certain operatitiyities of the Company were eliminated. Thus, ISA
Capital can better manage its business and costingerously meeting all other commitments assumed
relating to the remaining bondholders.

Additionally, the Company has been fulfilling afl the new commitments specified in the Shareholders
Agreement arising from the issuance of redeemabbfeped shares in March 2010, especially
cumulative fixed dividends on such preferred shaheg in 2013 received an amount equivalent to
R$96.2 million (R$107.9 million in 2012).
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RECEIPT OF EARNINGS FROM SUBSIDIARY

As a result of the 37.81% stake in the capital 3FEEP, in 2013 ISA Capital recognized equity in
subsidiary in the amount of R$124.5 million (R$3&Lfnillion in 2012). At the end of 2013, ISA Capital
recorded on its balance sheet interest on capgallilited by the subsidiary CTEEP in the amounR$f
75.6 million the receipt of which occured in Jaryu2014.

ECONOMIC AND FINANCIAL PERFORMANCE - Consolidated

The revenue of ISA Capital is directly associatéthwhe equity in subsidiary relating to the invasnt
in CTEEP, whose revenue derives from the provisibrlectric power transmission services and the
equity interests in subsidiaries and jointly-coli& entities.

Consolidated Gross Operating Revenudn 2013 was R$1,118.3 million, down 51.1% from the
R$2,287.2 million reported in 2012. This decreases wnainly due to the extension of the concession
arrangement of the subsidiary CTEEP. The main ne€es in gross operating revenue were:

(i) Construction revenuesamounted to R$267.9 million in 2013, an increak287% compared
with R$208.1 million in 2012. The increase was radue to the recognition of revenues from
investments in improvements, as set forth in ANE¥gsolution 443/2011 and Closing Decision
4413, and improvements on the set of transformérsome substations of the subsidiary
CTEEP;

(i) Operation and maintenance (O&M) revenueswvere R$586.6 million in 2013 compared with
R$592.3 million in 2012, reflecting the stability thhe O&M revenue set forth on extension of
concession arrangement 059/2001 of the subsidiaBEP;

(i) Finance incomearising from concession arrangements was R$242llibrm a decrease of
83.5% compared with the R$1,467.3 million recorde@012, reflecting the expected financial
flow variation for the realization of the constrioct and indemnification amounts. With the
extension of concession arrangement 059/2001 o$uhsidiary CTEEP, the financial asset at
the end of 2013 represents only the investmenteraad not included in the compensation set
forth in Law 12783/2013.

Deductions from operating revenuewvere R$137.2 million in 2013, a decrease of 49.6%mared with
R$272.2 million in 2012. The variance reflects a3%® decrease in regulatory charges following the
reduction in RAP as a result of the extension afcession arrangement 059/2001 of the subsidiary
CTEEP and discontinuance of the RGR and CCC chamg&313 pursuant to Law 12783/2013.

In view of the variances mentioned above, net dpegraevenue was R$981.2 million in 2013, which
represents a decrease of 51.3% compared with tB@RHE0 million posted in 2012.

Consolidated operating costs (*) and expenseeclined 9.6% compared with the same period laat, ye
totaling R$726.5 million in 2013 versus R$804.0limrl in 2012.

The decrease in costs and expenses for the lasbfhths is primarily due to: (i) 28.3% decreaseadsts
and expenses of supplies on account of the coropledf upgrade and improvement works in the
Company; (ii) 8.1% decrease in outside servicdleating the advanced stage of the major workshef t
subsidiary CTEEP; (iii) 4.5% increase in persontests by reason of severance pay for terminations
which occurred in January 2013, and a salary isereaf 6.5% in July 2013; and (iv) increase in
provisions for contingencies resulting principdigm a revision of loss estimates for some lawsuits

(*) Costs of construction (43.2% of total costs 2013 and 29.3% in 2012) and operation and
maintenance were R$563.9 million, down 9.5% from R$623.0 million reported in 2012. Construction
costs follow the variance in construction revenukich now accounts for a greater share of totatsgos
since, with the recognition of the constructionenewre from improvements, the portion of costs relabe

5
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these improvements is recorded as constructionacasho longer as cost of operation and maintenance
Such effect increases construction cost and rediastof operation and maintenance.

The net result obther operating income (expenses) was negatiat R$600.2 million, primarily due to
the recognition of the provision for losses on afizable receivables from the S&o Paulo State Eman
Department in the third quarter of 2013, in the amoof R$516.3 million. This provision reflects
principally the change in the expected time ofiegdion of part of the assets, in view of the dissal
without judgment of merit of the collection lawsuibr amounts owed by the S&do Paulo State
Government, judged by the state civil court.

The financial result was income of R$69.0 million in 2013 versus co$tR$135.1 million in 2012. The
variance reflects the recognition in 2013 of incafineem inflation adjustment and interest in the amtou

of R$143.2 million, relating to the adjustment lthea IPCA+5.59% of receivables from indemnification
of assets of concession arrangement 059/2001 sudrsietp May 2000, pursuant to Interministerial Rule
580, coupled with a decrease in interest and cBaogeborrowings and a decrease in exchange rate
change expenses.

In 2013, the subsidiary CTEEP reduced its debt @$%, recording R$1,239.5 million compared with
the R$2,521.0 million in 2012, by settling the @kue of promissory notes in the amount of R$400.0
million, the international bank credit note withalt BBA Nassau, in the amount of R$132.3 million
(SWAP of R$100.0 million) and the debt owed to JBrhn Chase — Commercial Paper in the amount of
R$187.2 million (SWAP of R$150.0 million). Also 2013, CTEEP carried out the early redemption of
single series debentures in the total amount oDRE7million and issued in December 2013 singléeser
debentures in the amount of R$500.0 million, wifinal maturity in 2018.

The provision for losses on receivables from the Baulo State Finance Department in the amount of
R$516.3 million represents the main factor fordieéermination of the income tax asset recorde®ir82

in the amount of R$169.2 million, reflecting recdgm of deferred income tax and social contribntio
asset. Excluding this effect, the tax burden réfléa substantial fall as a result of the new piefiel
after the extension of concession arrangement 08%/2f the subsidiary CTEEP.

In view of the factors mentioned above, profit the year was R$44.6 million, down 93.3% from the
R$667.6 million achieved in 2012.

Excluding the amount relating to the provision fmsses on unrealizable receivables from the SaPau
State Finance Department in the third quarter 0132@nd included in “Other operating income
(expenses)” from the adjusted Ebitda of the subsydiCTEEP calculated in accordance with CVM
Instruction 527/12, th&bitda excluding Finance Department provisionwould be R$346.5 million in
2013, a decrease of 74.7% compared with the R$H3idillion in 2012.

INDEPENDENT AUDITORS

With respect to the provision of services relatedhe external audit, ISA Capital states that Dtdoi
Touche Tohmatsu Auditores Independentes (Deldiids) only provided services related to the Audit of
the Individual and Consolidated Financial Statemefor the fiscal year 2013. ISA Capital follows
principles that preserve the independence of tlitay who cannot audit its own work, cannot fuonti

in the role of management, and cannot serve irdaacacy role for its client.

Management
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ISA Capital do Brasil

Balance Sheets

As of December 31, 2013 and 2012

In thousands of Brazilian reais, unless otherwiated

Assets

Current assets

Cash and cash equivalents

Short-term investments

Accounts receivable (concession asset)
Inventories

Loans receivable

Interest on capital receivable
Receivables — Finance Department
Recoverable taxes and contributions
Collaterals and restricted deposits

Prepaid expenses

Derivative financial instruments
Due from subsidiaries

Other

Noncurrent assets

Accounts receivable (concession asset)
Receivables — Finance Department
Goodwill tax benefit

Deferred income tax and social
contribution

Collaterals and restricted deposits
Recoverable taxes and contributions
Loans receivable

Inventories

Derivative financial instruments

Other

Investments
Property, plant and equipment

Intangible assets

Total assets

Note

10

13

33.a

11
31b
13
10

12 and
32

14.b

15

16

Company Consolidated

61,472 127,324 65,742 436,927 234,076
83,404 294,483 679,160 294,483 293,450

- - 749,388 2,425,203 1,462,345

- - 61,767 48,814 50,052

55,764 20,510 55,764 20,510 9,393
75,611 - - - -

- - - - 14,906

4,984 6,678 87,749 20,852 54,073
3,262 2,846 3,262 2,846 2,612

- - 544 3,133 1,910
- - - 63,455 -

- - 51 168 3,239

4 1 105,632 86,137 74,422
294,501 451,842 1,809,059 3,402,528 2,200,478
- - 3,218,954 3,387,374 4,113,123

- - 643,027 986,486 810,750

- - 60,359 90,247 119,079

32,507 39,553 251,775 39,553 45,058

- - 76,282 74,690 61,886
, 39D 29,264 10,392 29,264 -

- 48,645 - 48,645 44,653

- - 47,748 41,867 145,395

- - - - 53,736

- - 23,453 21,353 23,752
42,899 117,462 4,331,990 4,719,479 5,417,432
2,060,743 2,080,340 1,075,009 767,553 534,281
30 39 10,400 8,414 8,707

- - 157,651 110,795 240,100
2,060,773 2,080,379 1,243,060 886,762 783,088
2,103,672 2,197,841 5,575,050 5,606,241 6,200,520
2,398,173 2,649,683 7,384,109 9,008,769 8,400,998

The accompanying notes are an integral part ottfirancial statements.
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ISA Capital do Brasil
Balance Sheets

As of December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwiated

Company Consolidated
Note 2013 2012 2013 Resed oeated
Liabilities
Current liabilities
Trade payables - 434 301 50,790 63,569 79,108
Borrowings and financing 17 2,719 2,372 195,530 938,917 701,684
Debentures 18 - - 184,884 166,667 168,217
Taxes and social security obligations 19 37,4 399 27,562 139,451 87,242
Taxes in installments - Law 11941 20 - - 13,915 13,137 12,273
Regulatory charges payable 22 - - 38,666 40,344 28,406
Cumulative fixed dividends payable 26.cand 37.a 25,000 21,334 25,000 21,334 36,004
Derivative financial instruments 33.a - - - 3,770 27,226
Dividends and interest on capital payable - - - 128,481 6,340 147,328
Provisions 23 20 19 28,017 27,457 23,125
Payables — Law 4.819/58 — Finance Department 5.a 7,194 7,194 7,194 7,194 6,335
Payables — Law 4.819/58 — Tender offer 5.b 4,153 4,153 4,153 4,153 3,715
Payables — Fundacéo CESP 24 - - 6,091 6,226 6,244
Other - - 2 20,329 21,779 29,613
46,952 35,774 730,612 1,460,338 1,356,520
Noncurrent liabilities -
Borrowings and financing 17 74,146 64,679 383,172 525,763 980,133
Debentures 18 - - 552,756 956,683 389,636
Taxes in installments - Law 11941 20 - - 136,827 142,318 145,236
Deferred PIS and COFINS 21 - - 117,860 84,705 115,461
Deferred income tax and social contribution 31.b - - 34,547 38,932 18,108
Regulatory charges payable 22 - - 36,020 39,468 32,334
Provisions 23 - - 127,898 120,882 101,832
Payables — Law 4.819/58 — Finance Department 5.a 245,532 236,746 245,532 236,746 232,549
Payables — Law 4.819/58 — Tender offer 5.b | A6R) 148,800 154,468 148,800 146,068
Special obligations — reversal/ amortization 25 - - 24,053 24,053 24,053
474,146 450,225 1,813,133 2,318,350 2,185,410
Equity
Share capital 26.a 840,378 840,378 840,378 840,378 840,378
Capital reserves 26.e 983,400 1,199,400 983,400 1,199,400 1,199,400
Goodwill on equity transaction 26.f (7,468) (7,468) (7,468) (7,468) (7,488)
Earnings reserves 26.9 60,765 131,374 60,765 131,374 95,510
Retained earnings - - - - -
1,877,075 2,163,684 1,877,075 2,163,684 2,127,800
Noncontrolling interests - - 2,963,289 3,066,397 2,731,268
Total equity 1,877,075 2,163,684 4,840,364 5,230,081 4,859,068
Total liabilities and equity 2,398,173 2,649,683 7,384,109 9,008,769 8,400,998

The accompanying notes are an integral part ottfirancial statements.
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ISA Capital do Brasil

Income Statements

Years ended December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwiated

Net operating revenue
Cost of construction and O&M services

Gross profit

Operating income (expenses)
General and administrative expenses

Other operating income (expenses), net

Equity in subsidiaries

Profit (loss) before finance income (costs) and tes

Finance income

Finance costs

Profit (loss) before taxes on income

Income tax and social contribution
Current
Deferred

Profit for the year
Attributable to:
Noncontrolling interests

Controlling shareholders

Basic earnings per share

Average number of shares in the period

Company Consolidated
Restated
Note 2013 2012 2013 2012
27 - - 981,168 2,014,998
28 - (563,934) (623,023)
- - 417,234 1,391,975
28 (3,720) (3,648) (162,619) (180,978)
30 (68,504) (162,634) (600,182) (104,766)
14.c 124,518 319,618 175,439 64,138
52,294 153,336  (587,362)  (221,606)
52,294 153,336  (170,128) 1,170,369
29 49,752 59,212 354,031 224,817
29 (52,978) (50,447)  (285,039)  (359,944)
(3,226) 8,765 68,992  (135,127)
49,068 162,101  (101,136) 1,035,242
31 (16,418) (12,821) (71,974)  (341,271)
31 (7,047) (5,505) 217,698 (26,325)
(23,465) (18,326) 145,724  (367,596)
25,603 143,775 44,588 667,646
- - 18,985 523,871
25,603 143,775 25,603 143,775
26.h 0.01929 0.10023
26.h  1,327,577,494 1,434,469,504

The accompanying notes are an integral part ottfirancial statements.
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ISA Capital do Brasil
Statements of Comprehensive Income

Years ended December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwiated

Company Consolidated

Restated

2013 2012 2013 2012

Profit for the year 25,603 143,775 44,588 667,646

Other comprehensive income - - - -
Comprehensive income for the year 25,603 143,775 44,588 667,646
Controlling shareholders - - 25,603 523,871
Noncontrolling interests - - 18,985 143,775

The accompanying notes are an integral part ottfirancial statements.
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ISA Capital do Brasil

Statements of Changes in Equity

Years ended December 31, 2013 and 2012

In thousands of Brazilian reais, unless otherwise stated

Balances at December 31, 2011

Profit for the year

Goodwill on equity transaction (note 26.f)
Cumulative fixed dividends paid in 2012 (note 26.c)
Cumulative fixed dividends paid in January 2013
Distribution of dividends in subsidiary

Distribution of expired dividends in subsidiary
Proposed additional dividends in subsidiary
Interest on capital in subsidiary

Expired interest on capital in subsidiary
Recognition of earnings retention reserve (note)26.
Other — subsidiary

Balances at December 31, 2012

Profit for the year

Redemption of preferred shares

Cumulative fixed dividends paid in 2013 (note 26.c)
Expired dividends in subsidiary

Interest on capital in subsidiary

Interest on capital in subsidiary

Cumulative fixed dividends paid in January 2014¢ri26.c)
Reversal of earnings retention reserve (note 26.b)
Other — subsidiary

Balances at December 31, 2013

Earnings reserve

Goodwill on equity

Earnings retention

Consolidated total

Share capital Capital reserve - Legal reserve Retained earnings Total equity Noncontrolling interests .

transaction reserve equity
840,378 1,199,400 (7,488) 5,881 89,629 - 2,127,800 2,731,268 4,859,068
- - - - - 143,775 143,775 523,871 667,646

- - 20 - - - 20 - 20

- - - - - (86,577) (86,577) - (86,577)

- - - - - (21,334) (21,334) - (21,334)

- - - - - - - (91,663) (91,663)

- - - - - - - 736 736

- - - - - - - (19,497) (19,497)

- - - - - - - (79,546) (79,546)

- - - - - - - 470 470

- - - - 35,864 (35,864) - - -

- - - - - - - 758 758
840,378 1,199,400 (7,468) 5,881 125,493 - 2,163,684 3,066,397 5,230,081
- - - - - 25,603 25,603 18,985 44,588
(216,000) - - - - (216,000) - (216,000)

- - - - - (71,212) (71,212) - (71,212)

- - - - - - - 1,077 1,077

- - - - - - - (124,389) (124,389)

- - - - - - - 351 351

- - - - - (25,000) (25,000) - (25,000)

- - - - (70,609) 70,609 - - -

868 868
840,378 983,400 (7,468) 5,881 54,884 - 1,877,075 2,963,289 4,840,364

The accompanying notes are an integral part oktfirancial statements.
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ISA CAPITAL DO BRASIL
Statements of Cash Flows

for the years ended December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwise stated

Company Consolidated
Restated
2013 2012 2013 2012

Cash flows from operating activities
Profit for the year 25,603 143,775 44,588 667,646

Adjustments to reconcile profit for the year to nash
provided by (used in) operating activities - - -

Depreciation and amortization (notes 15,16 and 28) 9 11 7,348 4,984
Deferred income tax and social contribution (ndteaB 7,047 5,505 (217,698) 26,326
Deferred PIS and COFINS - - 33,155 (30,757)
Provision for contingencies - - 6,947 19,038
Residual cost of permanent assets written off e(1&) - 5 15 4,657
Residual cost of investment written off - (35) - (35)
Income from short-term investment (note 29) - (15,062) - (15,062)
Equity in subsidiaries (note 14.c) (124,518) (319,618) (175,439) (64,138)
Effects of indemnification of assets — (Existing\éee —
SE) due to extension of concession arrangemen2089/ - - - 596,375
Amortization of concession right (notes 16 and 30) 68,504 162,649 68,504 162,649
Goodwill tax benefit - - 29,888 28,832
Amortization of concession-related asset on actijpinsof
subsidiary - - 2,491 -
Realization of loss on jointly-controlled entity - - (2,418) (2,437)
Provision — Finance Department - - 516,255 -
Interest, inflation adjustment and exchange rasmghs
on assets and liabilities 19,684 21,730 208,696 236,790
(3,671) (1,040) 522,332 1,634,868
(Increase) decrease in assets
Accounts receivable - - 1,847,966 (810,242)
Inventories - - (18,834) 104,766
Receivables - (8,640) (172,796) (169,470)
Recoverable taxes and contributions 10,566 13,474 (47,943) 8,651
Collaterals and restricted deposits (416) (234) (2,008) (13,038)
Prepaid expenses - - - -
Other (5) - (18,799) (7,357)
10,145 4,600 1,587,586 (886,690)
Increase (decrease) in liabilities
Trade payables 133 (23) (12,779) (15,810)
Taxes and social security obligations 7,033 (7,679) (111,888) 52,017
Taxes in installments - Law 11.941 - - (13,531) (12,779)
Regulatory charges payable - - (7,186) 18,948
Provisions - - 628 4,241
Payables — Law 4.819 and Fundagao CESP - (11,411) (135) (11,429)
Other - 25 (1,448) (7,825)
7,166 (19,088) (146,339) 27,363
Net cash provided by (used in) operating activities 13,640 (15,528) 1,963,579 775,541

The accompanying notes are an integral part oktfinancial statements.
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(Convenience Translation into English from the Original Previousbetsén Portuguese)
ISA CAPITAL DO BRASIL

Statements of Cash Flows
for the years ended December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwise stated

Company Consolidated
Restated
2013 2012 2013 2012
Cash flows from investing activities
Short-term investments (note 7) 211,079 8,364 (384,677) 8,364
Loan repayments received (note 12) 20,510 - 20,510 -
Interest received on loans (note 12) 3,426 - 3,426 -
Property, plant and equipment (note 15) - 3) (4,415) (5,656)
Intangible assets (note 16) - - (11,204) (39,356)
Investments - 62 (243,666) (199,271)
Result of subsidiary on acquisition - - - 3,431
Opening balance of cash and cash equivalents efciwn
acquisition of control - - - 8,646
Interest on capital and dividends received (26.d) - 200,752 - -
Net cash provided by (used in) investing activities 235,015 209,175 (620,026) (223,842)
Cash flows from financing activities
Additions to borrowings (note 17) - - 723,498 1,107,789
Repayments of borrowings (including interest) (sdté and
18) (5,961) (5,236) (2,185,408) (1,002,390)
Redemption of preferred shares (216,000) - (216,000) -
Receipt of derivative financial instruments - - 55,752 (5,288)
Dividends and interest on capital paid (note 26.c) (92,546) (122,581) (92,580) (653,088)
Interest on capital (note 26.d) - - - 200,752
Net cash provided by (used in) financing activities (314,507) (127,817) (1,714,738) (352,225)
Net increase (decrease) in cash and cash equivatent (65,852) 65,830 (371,185) 199,474
Cash and cash equivalents at the end of the year 61,472 127,324 65,742 436,927
Cash and cash equivalents at the beginning ofehe y 127324 61.494 436.927 237.453
Increase (decrease) in cash and cash equivalents (65,852) 65,830 (371,185) 199,474
Company

Total interest paid by ISA Capital in 2013 was B3, (R$5,236 in 2012), relating to borrowings aima@ricing
described in notes 17 and 18.

Consolidated

Total interest paid by the Company and its subsihian 2013 was R$232,820 (R$177,266 in 201 2atired to
borrowings and financing described in note 17. Twteome tax and social contribution paid by then(pany
and its subsidiaries in 2013 was R$335,486 (R$250i6 2012).

The accompanying notes are an integral part oktfinancial statements.
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ISA CAPITAL DO BRASIL

Notes to the financial statements
for the years ended December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwise stated

Operations

Primary Purpose

The primary purpose of ISA Capital do Brasil S.ASA Capital” or “Company”) is to own shares of eth
companies or businesses as a partner or sharehmrventurer, consortium member or any othenfaf
business partnership.

At a privatization auction held on June 28, 2006tlm Sao Paulo Stock Exchange (BOVESPA) in accaalan
with Invitation to Bid SF/001/2006, the S&o Pautat& Government, the then controlling sharehold&TEEP -
Companhia de Transmissdo de Energia Elétrica Rati€TEEP”), sold 31,341,890,064 common shared hel
by it, corresponding to 50.10% of the common sh&@wssed by CTEEP. The company that won the auetis
Interconexion Eléctrica S.A. E.S.P (“ISA”).

The transaction was financially settled on July 28)6, with the consequent transfer of ownershifhefshares
to ISA Capital, a Brazilian company controlled Imgerconexién Eléctrica S.A. E.S.P. and which waakdished
to operate in Brazil and thereby became the cdimgoshareholder of CTEEP. The aforementioned teti@n
was approved by ANEEL on July 25, 2006, as sehfart Authorizing Resolution 642/06, published ire th
Official Gazette dated July 26, 2006.

On September 12, 2006, the Company acquired andb€h@R1,687 common shares in CTEEP, held by the Sta
of Sao Paulo, and thus became owner of 31,351,91@mmon shares.

On January 9, 2007 the Company acquired, by mefaaguablic tender offer on the Sdo Paulo Stock Excfe
(BOVESPA), pursuant to the terms of the notice ghield on December 4, 2006, 24,572,554,070 common
shares in CTEEP, representing 39.28% of the totaingon stock.

After this acquisition, the Company owned an indeexjuivalent to 89.40% of the voting capital a@d48% of
the total capital of CTEEP. On July 12, 2007, CTE&ERIe a reverse stock split and the number of sttavaed
by the Company was 55,924,465 common shares.

Later, the Company made contributions to the chpft€ TEEP in an amount equivalent to 1,727,517 wom
shares, as follows: 574,927 shares on August 229,294,477 shares on April 23, 2010 and 558,14Beshon
September 21, 2011. These capital contribution® furived from the tax benefit gained by CTEEP wiith
partial amortization of the special goodwill reseiw fiscal years 2009, 2010 and 2011. By mearbkebfuction

of remaining unsold shares held in 2011 by subsidiAT EEP, ISA Capital acquired 63,146 common shddes
June 29, 2012 and July 5, 2012, ISA Capital sold §t2ares. Thus, at December 31, 2013 the Compangdw
57,714,208 common shares (57,715,128 common shai@scember 31, 2012), equivalent to 37.81% of the
total capital and 89.50% of the voting capital GEEP.

On March 9 and 19, 2010, with the aim of restruotyits debt in foreign currency (bonds), the Compmade
two capital increases with issuance of preferreateshat the price of R$2.020731 per share, whiate dly
subscribed by HSBC Finance (Brasil) S.A. Banco Mldt as follows:

(i) At the Extraordinary General Meeting held on eta 9, 2010, according to the terms of the Board of
Directors’ proposal dated March 8, 2010, an inaczeasthe Company’s capital was approved in the arot
R$840,000, of which R$420 was destined to the stapéal and R$839,580 to the capital reserve, arigation

and issuance of 415,691,162 redeemable preferrateshdistributed in 13 classes, with cumulativeedix
dividend rights, which were subscribed and paicatiphe same date, thereby increasing the shartatapthe
Company from R$839,778 to R$840,198, representet], 256,316,162 shares. The same meeting approved a
reduction in mandatory dividend from 25% to 1% asmad amendment to the Company’s bylaws; and
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Notes to the financial statements
for the years ended December 31, 2013 and 2012
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i) At a meeting held on March 19, 2010, the BoaffdDirectors approved a new capital increase fa& th
Company within the limit of its authorized capitalith issuance of 178,153,342 redeemable prefeshedes
distributed in 13 classes, with cumulative fixedidiénd rights, in the total amount of R$360,000jolhwere
subscribed and paid up at the same date. Of thatanR$180 was destined to the share capital $35&R820
to the capital reserve.

In 2013, as set forth in the schedule of redemptibpreferred shares, a total of 106,892,010 prefeshares
were redeemed. Thus, the subscribed and paid-iitatayd the Company as of December 31, 2013 was
R$840,378, represented by 840,625,000 common shade486,952,494 preferred shares (note 26.a).

By a decision of its shareholders, the Company ele® on May 27, 2010 its registration as a puplichded
company with the Brazilian Securities and Excha@genmission (CVM).

The shares of the subsidiary CTEEP are traded oWHEPA. Furthermore, the subsidiary CTEEP has an
American Depositary Receipts (ADRs) program unddeR 44 A in the United States.

Concessions

The subsidiary CTEEP is authorized to directlymalirectly operate the following concession arrangetsirelating
to the electric energy transmission services:

Periodic Tariff Allowed Annual
Review Revenue - RAP
Interest Term Phased  Adjustment R$ Base
Concessionaire Contract (%) (years) Maturity Term Next RAP index thousand month
059/2001

CTEEP *) 30 12/31/42 5 years 2018 No IPCA 524,952 06/13
CTEEP 143/2001 30 12/20/31 n/a n/a Yes IGPM 17,104 06/13
IEMG 004/2007 100 30 04/23/37 5 years 2017 Yes IPCA 14,636 06/13
Pinheiros 012/2008 100 30 10/15/38 5 years 2014 No IPCA 9,003 06/13
Pinheiros 015/2008 100 30 10115138 g years 2014 No IPCA 17,874 06/13
Pinheiros 018/2008 100 30 10/15/38 5 years 2014 No IPCA 3,543 06/13
Pinheiros 021/2011 100 30 12/09/41 5 years 2017 No IPCA 4,886 06/13
Serra do Japi 026/2009 100 30 11/18/39 5 years 2015 No IPCA 29,340 06/13
Evrecy 020/2008 100 30 07/17/25 4 years 2017 No IGPM 8,821 06/13
IENNE 001/2008 25 30 03/16/38 5 years 2018 No IPCA 33,654 06/13
IESul 013/2008 50 30 10/15/38 5 years 2014 No IPCA 4,210 06/13
IESul 016/2008 50 30 10/15/38 5 years 2014 No IPCA 7,015 06/13
IEMadeira 013/2009 51 30 02/25/39 5 years 2014 No IPCA 233,173 06/13
IEMadeira (**) 015/2009 51 30 02/25/39 5 years 2014 No IPCA 200,812 06/13
IEGaranhuns

(*%) 022/2011 51 30 12/09/41 5 years 2017 No IPCA 76,521 06/13

(*)An addendum to concession arrangement 059/2084 signed on December 4, 2012 and became effaxtive
January 1, 2013, changing the expiration date ffaim 7, 2015 to December 31, 2042 and reducingitloeved
Annual Revenue (RAP) to consider only the operadioth maintenance of the existing infrastructure.

(**) Subsidiaries IEMadeira (lot F) and IEGaranhuame in the preoperating phase.
All concession arrangements above provide for indécation right on assets related to the concessjmon their

termination. The concession arrangements withf taaview provide for the right to compensation iiavestments
in expansion, upgrade and improvements.
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Law 12783/2013

On September 12, 2012, Provisional Act 579/2012 ®B) was published, regulating the extension afigro
generation, transmission and distribution concessgranted before the enactment of Law 8987 of 1888
addressed by Law 9074 of 1995. On September 142, Idcree 7805 was published to regulate Provikidca
579.

Under Provisional Act 579, the power generatioansmission and distribution concessions expiredxgiring

within 60 months after the enactment of the afadeBaovisional Act could have their expiration dattvanced to
December 2012, with extension, at the discretiath@iConcession Grantor, one single time for aopest up to 30
years; however, for the transmission activity, ¢élxéension would be contingent on the express aaneptof the
following main conditions: i) revenue fixed baseul the criteria set by ANEEL,; ii) amounts determiriadthe

return of assets; and iii) fulfillment of the semxiquality standards set by ANEEL.

On November 1, 2012, the Ministry of Mines and Eyguublished:

(i) Interministerial Rule 580, which established th@eimnification amounts for power facilities begirgidune
1, 2000 (New Investments - NI), based on price@dtober 2012 for power transmission concessionty wi
the amount of R$2,891,291 being related to coneasairangement 059/2001 (single arrangement covered
by the aforesaid Provisional Act), according to lBitHI of the aforementioned Rule.

(i) Interministerial Rule 579, which established theFR&mount beginning January 1, 2013, based on pgrices
October 2012, in the amount of R$515,621 (net & Bhd COFINS) relating to concession arrangement
059/2001, according to Exhibit of the aforementtfRaile.

On November 29, 2012, Provisional Act 591 (MP 5@4&¥s published, changing Provisional Act 579 so as
to authorize the Concession Grantor to pay the amoelating to non-depreciated assets as at May 31,
2000 (SE), within a period of 30 yeaithe Company is awaiting the decision of the CosioesGrantor with
respect to the determination of the amount and paymmethod. In compliance with ANEEL Technical Note
402/2013, the subsidiary CTEEP filed on December2RQ3 a schedule of activities with estimate diveey of

the final report by qualified advisor until June 2014. Said report will be reviewed by ANEEL anill serve as

a basis to determine the amounts to be paid foagkets of the Existing Service (SE).

At the Extraordinary General Meeting (EGM) held &ecember 3, 2012, the Company’s shareholders
unanimously approved the extension of concessiamgement 059/2001.

An addendum to concession arrangement 059/2001siyaed on December 4, 2012, with an option to wecei
the indemnification, in the amount of R$2,891,28dlating to the New Investments (NI), as set farih
Interministerial Rule 580 as follows:

* 50% on cash, payable within 45 days from the exewutlate of the addendum to the concession
arrangement, adjusted based on the IPCA. On Jaid®&a013, the Company received R$1,477,987

* 50% in monthly installments, payable up to the exjpdn of the concession arrangement prevailing on
the date of publication of such Rule, i.e., up tdyJ7, 2015, adjusted based on the IPCA, plus a
compensation based on the real Weighted Averagé @d3apital (WACC) of 5.59% per year from the
first day of the month of execution of the addendonthe concession arrangement.

On January 11, 2013, Provisional Acts 579 and 5&®wonverted into Law 12783/2013.

On April 4, 2013, Provisional Act 612 was publishededuce to zero the PIS/PASEP and COFINS ratésd on
indemnities referred to in Law 12783/2013.
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Participation in consortium
() Extremoz Transmissora do Nordeste - ETN

On June 10, 2011, consortium Extremoz, comprise€TEEP (51%) and Companhia Hidro Elétrica do Séo
Francisco - Chesf (49%), acquired in a public ssssbnducted at BM&FBovespa the lot A of ANEEL aoist
001/2011, consisting of LT Ceara-Mirim - Jodo Céaankhy with 500 kV and 64 km; LT Ceara-Mirim - Campi
Grande |Ill, with 500 kV and 201 km; LT Ceara-MirimExtremoz II, with 230 kV and 26 km; LT Campina
Grande Il - Campina Grande Il, with 8.5 km; SEdd@&mara Il 500 kV, SE Campina Grande Il 500/2%0 k
and SE Ceara-Mirim 500/230 kV. On July 7, 2011, ré&xbz Transmissora do Nordeste - ETN S.A. was
established, based on the same ownership intesests, to operate the service granted.

The estimated investment in this project is R$622ilion and RAP of R$31.9 million in June 2011.¢€Th
Company’s stake in the project is 51%. The subgid@TEEP has expressed its intent to withdraw fritven
consortium, which was accepted by the other shédetmy the withdrawal will be consummated only afte
ANEEL's approval.

Presentation of financial statements
Basis of preparation and presentation

The individual financial statements, identified“@mpany”, have been prepared in accordance witowatting
practices adopted in Brazil, which comprise thevjgions set out in the Brazilian Corporate Law, the
pronouncements, interpretations and guidelinesddy the Brazilian Accounting Pronouncements Cdtami
(CPC) and approved by the Brazilian Securities &xgdhange Commission (“CVM”). In these individual
financial statements, investments in subsidiaried intly-controlled entities are accounted fordan the
equity method in accordance with prevailing law8nazil. Therefore, these individual financial staents are
not considered to be compliant with the Internaidfinancial Reporting Standards (IFRSs), sinceSF&quire
that investments in subsidiaries be measured isaparate financial statements either at fair vahet cost.

The consolidated financial statements, identified “Bonsolidated”, have been prepared in accordanitie
accounting practices adopted in Brazil, which casgpthe provisions set out in the Brazilian Corpmizaw, the
pronouncements, interpretations and guidelineseisdwy the Brazilian Accounting Pronouncements Cdtemi
(CPC) and approved by the Brazilian SecuritiesExcthange Commission (“CVM”), which are in conforynitith
the IFRS issued by the International Accounting@ads Board (IASB).

The individual and consolidated financial stateradrdve been prepared based on the historical exstpt if
otherwise stated, as described in the accountiagtipes below. The historical cost is generallyeolasn the
fair value of the consideration paid in exchangedfio asset.

All amounts in these financial statements are esqwe in thousands of Brazilian reais (R$), unldbsraise
stated.

The financial statements were approved and autriar publication by the Board of Directors on tarl9,
2014.

These financial statements will be available atwebsite of the Company (www.isacapital.com.br)frasn
March 24, 2014.
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Functional and reporting currency

The financial statements of the Company and itsiglidries included in the consolidated financiatstents are
presented in Brazilian reais, the currency of th@nmeconomic environment where the companies aperat
(“functional currency”).

Critical accounting judgments and key estimates andssumptions

The preparation of the individual and consolidatitbncial statements requires Management to make
judgments, using estimates and assumptions baseabjective as well as subjective factors and oralleg
counsel’s opinion, in order to determine the adégj@mnounts to record certain transactions thatafssets,
liabilities, revenue and expenses. Actual resulty differ from these estimates.

Judgments, estimates and assumptions are revievieaisa annually and adjustments, if any, are edin the
period in which estimates are reviewed.

Judgments, estimates and estimates considered toritieal are related to the following: accountirfigr

concession arrangements, time of recognition @rfaial assets, determination of construction, O&Menues,
determination of effective interest rate on finah@issets, recognition of deferred tax asset oililig, analysis
of credit risk and other risks to determine whethgarovision is needed, including a provision fax,tcivil and
labor contingencies.

e Accounting for concession arrangements (ICPC 01@@&C 05)

To account for concession arrangements the Compaalkes analyses involving Management's judgment
substantially concerning the applicability of theerrpretation of concession arrangements, detetinmand
classification of construction, expansion, upgraael improvement costs as financial asset. The atioou
treatment for each concession arrangement of tmep@ny and their characteristics are described iasnd.23
and 8.

e Time of recognition of financial assets

The Company’s Management assesses the time to mieeodinancial assets based on the economic
characteristics of each concession arrangement. aujtions to the existing financial assets willlyoe
accounted for upon completion of construction sErwirelated to infrastructure expansion/improverfupgtade
that have potential to generate additional revefu¢hese cases, the construction obligation isreacbgnized.
The financial asset is recorded against constmiattvenue, which is recognized according to castsiried.
The indemnification financial asset is recognizedmucompletion of the construction service and@uded as
compensation for construction services.

»  Determination of effective interest rate on finat@ssets

The effective interest rate is the rate that eyaditbcounts estimated future cash payments or pecéirough
the expected life of the financial instrument. Thiterest rate is determined for each concessicangement
and may vary for new investments. If the entityiegss its estimates of payments, receipts or intewss, the
amount recognized as financial asset is adjustegfliect the actual and reviewed cash flows, aedaiffjustment

is recognized as income or expense in the incoatersent.

. Determination of construction revenues
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When the concessionaire provides construction sesyiconstruction revenue is recognized at fainevaind the
related costs are included in expenses relatetig¢aconstruction service provided and, thus, profrgin is

determined. To account for construction revenue,n&¢@ment evaluates issues related to the primary

responsibility for the provision of constructionrgees, even in cases of outsourcing of servicegrkw
management and/or monitoring costs, taking intmantthat the projects provide for sufficient margp cover
construction costs. All assumptions described aedufor purposes of determining the fair value o t
construction activities.

*  Value of indemnification assets
As set forth in the concession arrangements, ttimination of the concession will lawfully determitiee return
of the assets related to the service to the Comre&rantor, with subsequent surveys and valuatiangrell as

determination of the amount of compensation payabthe concessionaire, observing the amountstandadtes
of its incorporation to the electric power systemtés 3.7 and 8).

*  Determination of O&M revenues
When the concessionaire provides operation andter@nce services, the revenue is recognized avdtie

and the related costs are recognized by referendetstage of completion of the contract.

Consolidation procedures

The consolidated financial statements include thantial statements of ISA Capital and its subsidgaas of
and for the years ended December 31, 2013 and 2012.

® Subsidiaries and respective ownership percentage:
Equity interest %

Reporting date 12/31/2013 12/31/2012
Direct subsidiary
CTEEP 12/31/2013 37.81 37.81
Indirect subsidiaries
Interligagdo Elétrica Pinheiros S.A. (Pinheiros) /3122013 37.81 37.81
Interligacdo Elétrica Serra do Japi S.A. (Serrdaju) 12/31/2013 37.81 37.81
Interligagdo Elétrica de Minas Gerais S.A. (IEMG) 2/31/2013 37.81 37.81
Evrecy ParticipagGes Ltda. (Evrecy) 12/31/2013 37.81 37.81

Control is achieved where the Company has the ptavgovern the financial and operating policieanfentity
S0 as to obtain benefits from its activities.

Subsidiaries are fully consolidated from the daietol is obtained to the date control is lost.
The following procedures were adopted in prepattiggconsolidated financial statements:
« elimination of equity of subsidiaries;

» elimination of equity in earnings (loss) of subaits; and
« elimination of assets and liabilities, and incomd axpenses between consolidated entities.
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The accounting practices were consistently appiiedll consolidated companies and the fiscal ydahese
companies is equal to that of the Parent.

Upon the adoption of CPCs 19 (R2) and 36 (R3), WHecame mandatory beginning January 1, 2013,
investments in jointly-controlled entities are randier proportionately consolidated by the subsyjdi@ifEEP
and are now accounted for under the equity method.

(i) Jointly-controlled entities and respective owngogheércentage:
Equity interest %

Reporting date 12/31/2013 12/31/2012
Jointly-controlled entities
Interligacdo Elétrica Norte e Nordeste S.A. (IENNE) 12/31/2013 9.45 9.45
Interligagdo Elétrica do Sul S.A. (IESul) 12/31120 18.91 18.91
Interligacdo Elétrica do Madeira S.A. (IEMadeira) 12/31/2013 19.28 19.28
Interligagdo Elétrica Garanhuns S.A. (IEGaranhuns) 12/31/2013 19.28 19.28

Significant accounting practices
Determination of profit and loss

The result of operations is determined on an attrasis.
Revenue recognition

Revenue is recognized in accordance with the piamssof ICPC 01 (IFRIC 12 and OCPC 05, see not8)3.2
The concessionaires must record and measure revieonethe rendering of services in accordance with
technical pronouncements CPC 17 (IAS 11) — ConstmicContracts and CPC 30 (IAS 18) — Revenue
(Operation and maintenance services), even wheficesrare provided under a single concession ccnifle
Company’s revenues are:

Construction revenue

Refers to the services of construction, expansiwhimprovement of the electric power transmissaxilities.
Beginning January 1, 2013, in view of the extensibrconcession arrangement 059/2001 regulated by La
12783/2013, the subsidiary CTEEP is recognizingstrotion revenue from improvements of electric pow
facilities, as established by ANEEL Decision 441®ecember 27, 2013 and Normative Resolution 443ubf

26, 2011. They are recognized according to costaried and calculated adding PIS and COFINS to the
investment amount, since the projects provide @ifficsent margin to cover construction costs, cdesing that
most of the facilities are constructed through outsed contracts with unrelated parties.

Revenue from compensation

Refers to amounts receivable from the Concessi@ant@r at the end of the concession for compensdtion
undepreciated or unamortized investments, whichieregnized upon completion of each project.

Finance income

Refers to interest recognized using the straigtg-linethod based on the effective interest rateheratmount
receivable from construction revenue and compemsatvenue. The effective interest rate is detesthiby
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discounting the estimated future cash flows throtlghexpected life of the financial asset on thgainbook
value of the financial asset.

Operation and maintenance revenue

Refers to the operation and maintenance of thetrelepower transmission facilities in order to eresu
uninterrupted services.

Current and deferred income tax and social contribtion

Income tax and social contribution are calculatedet profit adjusted for inclusion of nondedudileixpenses,
exclusion of nontaxable income and inclusion ana@elusion of temporary differences, in accordandt
applicable legislation. The Company always adopbedAnnual Taxable Income regime with monthly estien
and, as from 2013, its subsidiary CTEEP optedHerAnnual Taxable Income regime.

Current and deferred income tax is calculated atrtite of 15% plus a surtax of 10% on taxable ireeom
exceeding R$240 and current and deferred socidribation is calculated at the rate of 9% on netfipr
considering tax loss carryforwards up to the liafiB0% of the taxable income, if any.

The subsidiaries Pinheiros, IESul, IENNE and IEMedepted for the Taxable Income regime. IEMG, Seto
Japi and Evrecy opted for the Presumed Profit regind the other subsidiaries are considered, fopugooses,
to be in the preoperating stage and accordinglseatitaxes are not determined on income.

Deferred tax assets arising from temporary diffeesnwere recognized in conformity with CVM Instioat371
of June 27, 2002 and CPC 32 (IAS 12) —Taxes onnecaand take into account the history of profitépind
the expectation of future taxable income based w@tlanical feasibility study approved by Management

The carrying amount of deferred tax assets is veikat the end of each reporting year and reducdtie
extent that if it is no longer probable that su#fitt taxable profit will be available to allow thenefit of all or
part of that deferred tax assets to be utilized.

Deferred tax assets and liabilities are measuréldeatax rates that are expected to apply to thegevhen the
asset is realized or the liability is settled, lthea tax rates/laws that have been enacted orasubatly enacted
by the end of the reporting period.

Deferred tax assets and deferred tax liabilitiesadfset only if the Company has the legal righséttle current
tax assets against current tax liabilities anddékerred tax amounts are levied by the same taadrigority and
the Company intends to settle current tax amoumiz et basis.

Taxes and regulatory fees on revenue

Taxes on sales

Revenues, expenses and assets are recognizedtagesfon sales, except when taxes on sales igcarréhe
purchase of goods or services are not recoverabla the tax authorities, in which case the salesisa
recognized as part of the acquisition cost of gsefor the expense item, as applicable.

Regulatory fees

Sector charges, as described below, are part ofjagkernment’s policies for the electricity sectordaare all
established by law. The amounts of the chargessteblished by ANEEL Resolutions or Decisions ®dffect

that concessionaries must collect the amounts elaim consumers by means of electricity supplyfsarand
are recorded in the balance sheet as regulatorgehaayable.
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(i) Fuel Consumption Account (CCC)

Created by Decree 73102 of November 7, 1973, thésge is intended to reimburse part of the totakt ob
generating electricity in isolated systems. Thistdocludes costs related to the energy price hadassociated
energy contracted by the distribution agents, wnreble charges and taxes, provision of elecjrggtrvices in
remote locations and capacity reserve to ensucdrieity supply. Amount set annually by ANEEL basaudthe
amount of electric power used by consumers conddotéhe transmission facilities. This amount ilemied by
Centrais Elétricas Brasileiras S.A. - Eletrobrai{{®bras) and passed on to consumers through T{t#sif for
use of transmission system). Pursuant to articlef23aw 12783/2013, as from January 1, 2013, CCIChei
borne by resources from the Energy Development det(CDE).

(i) Energy Development Account (CDE)

This charge was created by Law 10438 of April ZB)2 with the objective of providing resources #denergy
development in the States; ii) competitiveness lettecity produced from wind, small hydroelectpower
plants, biomass, natural gas and mineral coaheénatreas served by the interconnected electrigitems; iii)
promoting access to electricity all over the doneesational territory. Amount set annually by ANEBhased on
the amount of electric power used by consumers exted to the transmission facilities. This amoust i
collected by Eletrobras and passed on to consutimerggh TUST (tariff for use of transmission sysjem

(iii) Alternative Electric Power Sources Incentive Progran (PROINFA)

This program was established by Law 10438 of ARSI 2002, for the purpose of increasing the shédre o
alternative renewable energy sources in Braziksteicity production such as: wind power, biomasd amall
hydroelectric power plants. Amount is set basedhenestimate of electricity generation from the powlants
that participate in PROINFA. This amount is colextby Eletrobras and passed on to consumers thibu§T
(tariff for use of transmission system).

(iv) Global Reversal Reserve (RGR)

Created by Decree 41019 of February 26, 1957 cthésge refers to an annual amount established biyEAN
paid monthly in twelfths by concessionaires, inesrtb provide resources for compensation and/oropration
of electricity public services, as well as finartbe expansion and improvement of these servicesuBnt to
article 21 of Law 12783/2013, as from January 1130he electricity transmission concessionaires Have
their concession arrangements extended accorditiget@rovisions of said Law are released from payhe
annual amount of RGR.

(v) Research and Development (R&D)

The electricity distribution, transmission or geatésn concessionaires, electricity distribution rptees and
authorized independent electricity producers, edioly by exemption those which generate electrisitiely
from wind, solar, biomass, qualified cogeneratiod amall hydroelectric power plants, shall annuailyest a
percentage of their net operating revenue in ptejef Technological Research and Development of the
Electricity Sector, according to regulations estdtdd by ANEEL.

(vi) Electricity Public Service Inspection Fee (TFSEE)

Created by Law 9427/1996, this fee is levied onpfmeluction, transmission, distribution and salelettric
energy. It is equivalent to 0.5% of the gross ofegarevenue, from the Basic Network and Other $naission
Facilities (DIT). Pursuant to article 29 of Law B37of January 11, 2013, TFSEE is now equivaleft 486 of
the amount of the annual economic benefit.
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Financial instruments
Financial assets
(i) Classification and measurement

Financial assets are classified into the followapgcific categories: financial assets at fair vahreugh profit
or loss, held-to-maturity investments, availablegale financial assets, and loans and receivabié®n an
equity instrument is not quoted in an active maiked its fair value cannot be measured reliablig &guity
instrument is measured at cost and testehipairment.

The classification depends on the purpose for wttiehfinancial assets were acquired and is deteunat the
time of initial recognition. All regular way purcbes or sales of financial assets are recognizei@r@cognized
based on the trade date. A regular way purchasaleris a purchase or sale of financial assetshm@quires
delivery of the asset within the time frame esti#d by regulation or convention in the marketplzmgcerned.

The effective interest method is used to calculéeamortized cost of a debt instrument and al®daterest
income over the relevant period. The effectiverimgérate is the rate that exactly discounts eséichfuture cash
receipts through the expected life of the debriumsent or, when appropriate, a shorter period éonit carrying
amount of the financial instrument at the datehef initial recognition. The revenue is recognizeddd on the
effective interest rate for debt instruments narelsterized as financial assets at fair value tinqurofit or loss.

Financial assets and financial liabilities are efffand the net amount reported in the balance shleen the
Company has a legally enforceable right of setaoff intends either to settle the asset and lighilita net basis
or to realize the asset and settle the liabilitgidtaneously.

. Financial assets at fair value through profit or loss

Financial assets are classified as financial asgdtsr value through profit or loss if they areldh for trading or

designated at fair value through profit or lossdficial assets at fair value through profit or lass measured at
fair value, and any gains or losses arising fromngjes in fair value are recognized in profit osldset gains or
net losses recognized in profit or loss includdd#ind income or interest earned by the financiaégsand are
included in “Other gains and losses” in the incastaement.

A financial asset is classified as held for tradifadi) it is acquired principally for the purposd selling in the
near term; or (ii) on initial recognition it is gaof a portfolio of identified financial instrumenthat are managed
together and for which there is evidence of a reeetual pattern of short-term profit-taking; oii)(it is a
derivative (except for a derivative that is a deaigd and effective hedging instrument).

A financial asset other than those held for tradimay be designated as measured at fair value thrprafit or
loss on initial recognition if (i) doing so elimites or significantly reduces a measurement or m&tiog
inconsistency that would otherwise arise; or (fig tfinancial asset is part of a group of financiakets or
financial liabilities or both that is managed atslperformance is evaluated on a fair value basiaccordance
with a documented risk management or investmemritesly, and information about the group is provided
internally on that basis; or (iii) is part of antmact containing one or more embedded derivatares CPC 38
and IAS 39 allow to designate the entire hybridtcact as measured at fair value through profibss|

At December 31, 2013 and 2012, financial assessiflad into this category are cash equivalentsytsierm
investments and derivative financial instruments.
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. Held-to-maturity financial assets

Held-to-maturity investments include non-derivatiugancial assets with fixed or determinable paytaeand
fixed maturity that the Company has the positivéenition and ability to hold to maturity. After imt

recognition, held-to-maturity investments are meagdwat amortized cost using the effective intemesthod less
any impairment loss.

At December 31, 2013 and 2012, the Company hadhaadial assets classified as held to maturity.
*  Available-for-sale financial assets

Available-for-sale financial assets are any norivégive financial assets designated as availablesdde or any
other instruments that are not classified as (apdoand receivables, (b) held-to-maturity investisiear (c)
financial assets at fair value through profit agdo

Gains or losses arising from fair value changesawailable-for-sale financial assets, when appliealsire
recorded as a separate component of equity thré@gter comprehensive income” until the financiasetsis
collected, at which time the gain or loss previgusiported in other comprehensive income is transfieto the
income statement.

At December 31, 2013 and 2012, the Company ansuitsidiary CTEEP had no financial assets classd®d
available for sale.

. Loans and receivables

Loans and receivables are non-derivative finanagdets with fixed or determinable payments that rente
quoted in an active market. Assets in this categogyincluded in current assets, except for thdfe maturities
greater than 12 months after the balance sheetwhieh are classified as noncurrent assets.

Loans and receivables are measured at amortizeédusivg) the effective interest method less any impant
loss. Interest income is recognized by applyingetffective interest rate, except for short-ternereables when
the recognition of interest would be immaterial.

At December 31, 2013 and 2012, the financial assketee subsidiary CTEEP classified into this catggare
principally accounts receivable (concession ass®d)receivables — Finance Department.

(i) Impairment of financial assets

Financial assets, except for those designatediratdbue through profit or loss, are assessed fgrairment at
the end of each reporting period. Impairment losses recognized only if there is objective evidemte
impairment as a result of one or more events teatiwed after the initial recognition of the asseith an
impact on estimated future cash flows of the asset.

The carrying amount of the financial asset is redugy the impairment loss directly for all financaasets with
the exception of trade receivables, where the gsgramount is reduced through the use of an alleean
account. Subsequent recoveries of amounts preyioustten off are credited against the allowancecamt.
Changes in the carrying amount of the allowanc®uaatare recognized in the income statement. [i22amh
allowance was recorded for writing down the amaafnthe assets related to Existing Service (SE)ifas to
their construction cost until a definitive decisianrendered by the regulatory agency about theuatsoof
indemnification (notes 3.7 and 8).
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(iif) Derecognition of financial assets

The subsidiary CTEEP derecognizes a financial asggtwhen the contractual rights to receive thehctiows
from the asset expire or it transfers the finanaggdet and substantially all the risks and rewafasvnership of
the asset to another entity. If the subsidiary CPEteither transfers nor retains substantially fal tisks and
rewards of ownership of the financial asset buttiooles to control the transferred asset, the sidrgid
recognizes the interest retained in the asset analssociated liability for amounts it may have &y.plf the
subsidiary CTEEP retains substantially all thegiakd rewards of ownership of a transferred firgrasset, the
subsidiary continues to recognize the financialeissd also recognizes a borrowing collateralizgdthe
proceeds received.

On derecognition of a financial asset, the diffeeehetween the carrying amount of the asset anduimeof the
consideration received and receivable and any catiwel gain or loss will be recognized in “Other rgiand
losses”. In 2012, there was derecognition of fin@nassets under Provisional Acts 579 and 591 bt and
8).

Financial liabilities

Financial liabilities are classified at fair valtieough profit or loss if held for trading or deséed at fair value
through profit or loss. Other financial liabilitiggncluding loans) are measured at amortized cssiguthe
effective interest method.

Derivative instruments and hedge activities

In 2011 the subsidiary CTEEP began to use derigdinancial instruments.

Derivative financial instruments designated as haglgnstruments are initially recognized at faidua at the
date on which the subsidiary enters into a defreationtract and are subsequently reassessed tddineialue.
Any gains or losses resulting from changes invalue of derivatives during the year are enteredadly in the
income statement under “finance income (costs)”.

As of December 31, 2012 until October 2013, thesgliary CTEEP had derivative instruments classifisdair
value hedge.

The following conditions must be met for a hedgiatationship to qualify for hedge accounting:

e At the inception of the hedge, there is formal dueuntation of the hedging relationship specifying it
classification, and the risk management objectine atrategy for undertaking the hedge, including
identification of the hedging instrument, the hedlgem, the nature of the risk being hedged, theareaof
the risks excluded from the hedging relationshipspective hedge effectiveness tests and how tthgirtng
instrument’s effectiveness in offsetting the expesto changes in the hedged item’s fair value mhca
flows will be assessed and measured,;

*  The hedge is expected to be highly effective;

*  The effectiveness of the hedge can be reliably oreds and

* The hedge is assessed on an ongoing basis andndeddr actually to have been highly effective
throughout the financial reporting periods for whtbehedge was designated.

An instrument is classified at fair value througfofii or loss if held for trading or if so desigedtupon initial
recognition. Financial instruments are recordedaatvalue through profit or loss if the Companydéor its
subsidiaries manage these investments until thdeseint of the hedged transaction in accordancé wait
documented risk management and investment strafdtgr. initial recognition, the changes in the faalue of
the hedging instrument and the changes in thevédire of the hedged item attributable to the riskng hedged
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are recorded in the same line of the income statemg the hedged item. The Company adopted theehedg
accounting for its transactions.

Cash and cash equivalents
Cash and cash equivalents include cash on hanll degrosits and short-term investments.

For an investment to qualify as a cash equivalentust be readily convertible into a known amooahtash and
be subject to an insignificant risk of changes &ues. Therefore, an investment normally qualiissa cash
equivalent only when it has a short maturity of;,saree months or less from the acquisition date.

Accounts receivable (concession asset)

Financial assets classified as loans and receisabldude receivables from construction servicésarfce
income and operation and maintenance serviceselhasvthe amount of the indemnification assets.

The indemnification asset recorded upon the congpiaif the construction refers to the estimatediporof the

investments made and not amortized until the enthefconcession and in return for which the subsydi
CTEEP will have the right to receive cash or anoftmancial asset at the end of the term of tharsgement. As
set forth in the concession arrangements, the tetion of the concession will lawfully determinestreturn of
the assets related to the service to the Concesxiantor, with subsequent surveys and valuationsedsas

determination of the amount of compensation payttbtee concessionaire, observing the amountstendates
of its incorporation to the electric power system.

The subsidiary CTEEP considers that the amounhefdompensation to which it will be entitled shiadi
equivalent to the New Replacement Value adjustedttfe accumulated depreciation of each item. Wi t
signature of the addendum to extend concessiomgeraent 059/2001 (note 1.2), the compensation atmoun
relating to the New Investments (NI) facilities Bécember 31, 2012 is equivalent to the New Replacem
Value already determined by Interministerial Rus®5

For the Existing Service (SE) facilities whose cemgation amount was not disclosed by the Concession
Grantor, the subsidiary CTEEP understands thatentitled to receive the New Replacement Valuasid{l for
accumulated depreciation, determined on the b&seandependent appraisal report dated NovemieQ12.

The subsidiary CTEEP recorded an allowance forimgridown such infrastructure to its constructiorstco
pursuant to ANEEL Decision 155 of January 23, 2018 determines that the cost amount should betaiaed

until approval is given by the regulatory agencgtén8). In compliance with ANEEL Technical Note 42213,

a new report is being prepared according to thaiirempents of submodule 9.1 of the Tariff Regulation
Procedures (PRORET).

For other assets subject to indemnification, thesigliary CTEEP estimated the compensation amowgsdon
the respective book values.

Since Management constantly monitors the regulaifahe electricity sector, in the event of anympes in this
regulation that may change the estimate of the emsgtion for the assets, the accounting effectthede
changes will be addressed prospectively in the rigiah Statements. However, Management reiterates it
commitment to continue defending the interests ®EEP’s shareholders for realization of these assétsa
view to maximizing the return on the capital inwegbtn the concession, within legal limits.

Inventories

Inventories include storeroom supplies and arerdsab at the lower of cost or net realizable valagentory
costs are determined under the average cost method.
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3.9. Investments

In the individual financial statements the subsigli@ TEEP recognizes investments in subsidiarieagugie
equity method.

3.10. Business combinations

Business combinations are accounted for usingabaisition method. The cost of an acquisition isameed as
the sum of the consideration transferred measuradaquisition-date fair value and any noncontrallinterests
in the acquiree. The costs directly attributabléh®acquisition are expensed as incurred.

When the Company acquires a business, it evaltiaefinancial assets acquired and liabilities asslim order
to make classifications or designations on thesbaéithe contractual terms, economic conditiong| ather
pertinent conditions as they exist at the acqoisitiate.

Goodwill is measured initially as the excess of te@sideration transferred over the net assetsir@ch(net
identifiable assets acquired and liabilities asslim# the consideration is less than the fair eabf the net
assets acquired, the difference shall be recogrigeigain in the income statement.

Amortization of the intangible assets arising frahe acquisition of the right of operation, concessbr
permission granted by the Public Authority will occover the estimated or agreed period of use,tidurar
loss of economic substance, or through write-off tiudisposal or deterioration of the investment.

3.11. Property, plant and equipment

Property, plant and equipment consist basicallyadinistrative assets. Depreciation is computedgugie
straight-line method over the estimated econométuldives of the assets.

Other expenditures are capitalized only when th@yaace the future economic benefits expected tebeed

from the item of property, plant and equipment. éther expenditure is recognized in the incomeestant as
an expense as incurred.

3.12. Intangible assets
Separately acquired intangible assets are recodym#élly at cost.
The useful lives of intangible assets are assewsbd either finite or indefinite: (i) intangiblessets with finite
lives are amortized over their economic usefuldia@d assessed for impairment whenever thereirgdaration
that the intangible asset may be impaired; (iixmgible assets with indefinite useful lives are awiortized, but
are tested for impairment annually, either indiliiyior at the cash-generating unit level.
Gains or losses arising from derecognition of darigible asset are measured as the difference eetthe net

disposal proceeds and the carrying amount of teetaand are recognized in the income statement \ien
asset is derecognized.

3.13. Leases
(@) The Company as lessee
e Operating leases

Lease payments under an operating lease are reealgas an expense on a straight-line basis oveletse
term, unless another systematic basis is more septative of the time pattern over which the ecandmanefits
of the leased asset are consumed. Contingent pagmemer an operating lease are recognized as an
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expense in the period in which they are incurred.
*  Financeleases

At the inception of the lease, finance lease isgaized as an asset and a liability in the balahests at an
amount equal to the fair value of the leased assetf lower, the present value of the minimum kas
payments.

The discount rate to be used in calculating thesgmevalue of the minimum lease payments is therest
rate implicit in the lease, if this is practicalite determine; if not, the lessee’s incremental doing rate
shall be used. Any initial direct costs of the &esare added to the amount recognized as an asset.

3.14. Other current and noncurrent assets

These are stated at net realizable value.

Allowances are recognized for amounts considerédilain to be realized at the balance sheet date.
3.15. Current and noncurrent liabilities

These are stated at known or estimated amounts whesre applicable, related charges, inflation sthjient
and/or exchange rate changes incurred throughalamte sheet date.

3.16. Provisions

Provisions are recognized if a present obligatiegd] or constructive) has arisen as a result ef paents, the
amount can be estimated reliably, and paymentobaiile.

The amount recognized as a provision is the beshate of the expenditure required to settle thiigabon at
the end of each reporting period, taking into aotdahe risks and uncertainties that surround thiggaton.
When a provision is measured based on the estincatgh flows to settle the obligation, its carryamgount is
equivalent to the present value of these cash flows

If some or all of the expenditure required to seétlprovision is expected to be reimbursed by amqihrty, an

asset is recognized when, and only when, it isually certain that reimbursement will be receivadl dhe
amount can be measured reliably.

Provisions are measured at the present value okexpenditure required to settle the obligationngsan
adequate discount rate that reflects the risksipéa the liability. They are adjusted througtethalance sheet
dates to the estimated probable losses, basedeimnéture and on the opinion of the Company’s #@ad
subsidiaries’ attorneys.
Provisions for lawsuits are recognized when the gamy and its subsidiaries have a present obliga®a
result of past events, it is probable that an outfbf resources will be required to settle the gddiion, and the
amount can be estimated reliably.
The basis and the nature of the provisions fordas, and labor contingencies are described irer8 (a).

3.17. Pension plan and other employee benefits

The subsidiary CTEEP sponsors pension and health glans for its employees, which are managed by
Fundacdo CESP.

The payments related to the defined contributiomspmn plans are recognized as an expense wherethiees
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that grant the right to these payments are provided

In the case of the defined benefit pension plams,cbst of granting benefits is determined usirggiojected
unit credit method and actuarial valuation is candd at the end of the annual reporting period.
Remeasurements, which comprise actuarial gainsl@sgks, the effect of changes in the asset ceiing
applicable) and the return on plan assets (exciuifiterest), are reflected immediately in the beéasheet as a
debit or credit to other comprehensive income @pbriod in which they occur. Remeasurements rézednn
other comprehensive income are reflected immediataletained earnings and are not reclassifietiédncome
statement. Past service cost is recognized as jz@ne& in the period in which a plan amendment scduet
interest on the net defined benefit liability osefsis determined using the discount rate at tiggnbang of the
period.

Curtailment gains and losses are accounted foastssgrvice costs. The pension benefit obligagmognized in
the balance sheet represents the actual defisiimqpdus in the defined benefit plans. Any surplesutting from
this calculation is limited to the present valueanfy available economic benefits in the form ofurefs or
reductions in future contributions to the plansliability arising from a termination benefit is @egnized at the
earlier of when the entity can no longer withdrawve toffer of the termination benefits or when thditgn
recognizes related restructuring costs.

At December 31, 2013 and 2012, the subsidiary CTHiEmot have any actuarial assets or liabilitesorded,
as mentioned in note 24.

Dividends and interest on capital

The dividend recognition policy is compliant withPC 24 (IAS 10) and ICPC 08, which determine that
dividends proposed pursuant to bylaws must be decbin current liabilities.

The Company’s bylaws establish mandatory divideadsivalent to 1% of the profit for the year adjaste
according to article 202 of Law 6404/76, destinedetdeemable preferred shares up to the amountadqut to
Cumulative Fixed Dividends to which these sharesesttitled to.

CTEEP’s bylaws establish a mandatory minimum din@lequivalent to 10% of the paid-in capital, cogéint
on existing profits.

The portion of dividends above the mandatory mimmdividends declared by Management of the subsidiar
CTEEP after the accounting period to which therfial statements relate but before the date ofosizidtion
for issue of said financial statements is recoraled separate component of equity through “propadédional
dividends”.

The subsidiary CTEEP distributes interest on cgpithich is deductible for tax purposes and is obered part
of the mandatory dividends and recorded directlgqnity as allocation of profit.

Business segment

An operating segment is a component of an entiy #mgages in business activities from which it reayn
revenues and incur expenses, for which discretniiial information is available, and whose operpti@sults
are reviewed regularly by the entity’s chief opergtdecision maker to make decisions.

The subsidiary CTEEP’s Management understands #d#tpugh it recognizes construction revenue and

operation and maintenance revenue, these revermvesderived from concession arrangements that bale
one business segment: electric power transmission.
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Statement of cash flows

The statement of cash flows has been prepared whdédndirect method and is presented in accordavitte
CVM Resolution 547 of August 13, 2008, which apmdwaccounting pronouncement CPC 03 (R2) — Statement
of Cash Flows, issued by the Brazilian Accountimgriduncements Committee (CPC).

Adjustment to present value of assets and liabiliis

Long-term monetary assets and liabilities are dadgliso their present value, as are short-term itavhen the
effect is considered relevant in relation to thmaficial statements taken as a whole.

The adjustment to present value is calculated tpkito account contractual cash flows and the ekghiterest
rate, or implicit rate in some cases, for the asaet liabilities. Thus, the interest implicit ivenues, expenses
and costs associated with these assets and liedbikt discounted with the intent of recognizingiitan accrual
basis. Subsequently, this interest is reallocaidti¢ finance income and costs in the income senénsing the
effective interest method in relation to contratiwesh flows. The implicit interest rates were dei@ed based
on assumptions and are considered accounting @ésimat the date of the financial statements tHesisliary
CTEEP and its subsidiaries did not have signifiaanbunts of adjustments to present value.

Earnings per share

The Company calculates earnings per share usingdighted average number of common and preferratesh
outstanding for the period, in conformity with teatal pronouncement CPC 41 (IAS 33).

Basic earnings per share are calculated by divigirgdit for the period by the weighted average nambf
shares issued.

Concession arrangements (ICPC 01 and OCPC 05 - IFRI12)

As from January 1, 2009, the subsidiary CTEEP astbpind used the provisions of interpretation ICRAC 0
issued by the Brazilian Accounting Pronouncememsiittee (equivalent to IFRIC 12 issued by the 1A%H
purposes of classification and measurement of asime activities. This Interpretation provides g@uride on the
accounting by concessionaires for public-to-privegevice concession arrangements:

. the grantor controls or regulates what servicesdperator must provide, to whom it must provide
them, and at which price; and
. the grantor controls — through ownership, bendfierditlement or otherwise — any significant resitiu

interest in the infrastructure at the end of thientef the arrangement.

For concession arrangements that qualify for appba of ICPC 01 (IFRIC 12), the infrastructure ttlihe

operator constructs, expands or improves is naigmized as property, plant and equipment of theradpe
because the contractual concession arrangemenndbesnvey the right to control the use of thelfmukervice
infrastructure to the operator. The operator igiaccess to the assets for purposes of providiguldic

services and must return them to the grantor #feeend of the arrangement. The operator has atcegerate
the infrastructure to provide the public servicebamalf of the grantor in accordance with the tespecified in
the contract.

Under the terms of contractual arrangements witignscope of ICPC 01 (IFRIC 12), the operator actervice
provider. The operator constructs, expands, upgradémproves the infrastructure (construction ees) used
to provide the public service, in addition to ofEmg and maintaining the infrastructure (operatiand
maintenance services) during a certain period. dfrerator must record and measure revenue for théss it
performs in accordance with technical pronouncem@RC 17 — Construction Contracts (equivalent 8 14
issued by the IASB) and CPC 30 — Revenue (equivabelAS 18 issued by the IASB). If the operatorfpems
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more than one service (for example: constructiovises or operation services) under a single cohtoa
arrangement, the consideration received or reckivgtimll be allocated by reference to the relatanevalue of
the services performed, when the amounts are deparaentifiable. Thus, the consideration for the
construction services on the concession asselassified as financial asset, intangible assetotin.b

A financial asset must be recognized if the operas an unconditional contractual right to recetash or
another financial asset from the grantor for thestauction services; the grantor has little, if adiscretion to
avoid payment, usually because the contract isreaétle by law. The operator has an unconditioigit to
receive cash if the grantor contractually guaramteepay the operator (a) specified or determinabdeunts or
(b) the shortfall, if any, between amounts receifemin users of the public service and specified and
determinable amounts, even if payment is contingentthe operator ensuring that the infrastructueets
specified quality or efficiency requirements. Artaingible asset must be recognized to the externttta
operator receives a right (license) to charge uséithe public service. A right to charge userstiad public
service is not an unconditional right to receiveltdecause the amounts are contingent on the ekignthe
public uses the service. If the operator is pardtfie construction services partly by a financiedet and partly
by an intangible asset, it is necessary to accseparately for each component of the operator'sidenation.
The consideration received or receivable for battmgonents shall be recognized initially at the failue of the
consideration received or receivable.

The criteria for adoption of the interpretation fegrvice concession arrangements held by the Comaan
described below:

Interpretation ICPC 01 (IFRIC 12) was consideregligpble to all public-to-private service concessio
arrangements to which the subsidiary subsidiary EH s a party.

All concessions were classified under the finanagsdet model, and revenue and costs of the wolktedeto the
recognition of the financial asset are recognizaseld on costs incurred. The financial asset forpemsation is
recognized when the construction is completed amaciuded as compensation for the constructiovices.

The provisions of ICPC 01 (IFRIC 12) were appliecthie concessions of subsidiaries IEMG, PinheiBzsra
do Japi, IENNE, IESul and IEMadeira. Due to the asgibility of obtaining again the historical dataai reliable
manner, the prospective application as from JanliagB009 was adopted for the concession arrangesnmesde
by subsidiary CTEEP existing at that date.

As set forth in the concession arrangements, ttimination of the concession will lawfully determitiee return
of the assets related to the service to the Comre&rantor, with subsequent surveys and valuatiangrell as
determination of the amount of compensation payabthe concessionaire, observing the amountstandadtes
of its incorporation to the electric power systefhis compensation is part of the consideration tfoe
construction services and is recognized at the tiraavork is completed.

The subsidiary CTEEP determined the fair value h&f tonstruction services considering that the ptsje
provide for sufficient margin to cover constructioosts. The effective interest rate on the findrasset from
the construction services was determined consigdhie shareholders’ expected return on an asshtthitse
characteristics.

The financial assets were classified as loans awcdivables and the finance income determined mprnshl
recorded directly in the income statement.

Construction revenues and finance income earndtiefinancial asset from construction servicessatgect to
deferral of cumulative PIS and COFINS, recordedancurrent liabilities as “deferred taxes”.
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New and revised standards and interpretations

The Company and its subsidiaries have adoptechallptonouncements (new or revised) and interposisiti
issued by the Brazilian Accounting Pronouncememsh@ittee (CPC) that were in effect at December2813.

New and/or revised accounting pronouncements, gaiand interpretations

The application of the following pronouncements amdrpretations that were mandatorily effectiveJamuary
1, 2013 did not have any impact on the individuad aonsolidated financial statements of the Comganyhe
year ended December 31, 2013:

* CPC 44 — Combined Financial Statements — CVM Réisolr08 of May 2, 2013;
* OCPC 06 — Presentation of Pro Forma Financial médion — CVM Resolution 709 of May 2, 2013;
e CPC 01 (revision) — relating to Technical Interptetns ICPC 03, ICPC 07, ICPC 13, ICPC 14 and 1GBC

issued by the Brazilian Accounting Pronouncememmittee (CPC) — CVM Resolution 717 of December
17, 2013; and

CPC 03 (revision) — This revision sets forth changethe following Technical Pronouncements: CPC 01
(R1), CPC 02 (R2), CPC 03 (R2), CPC 04 (R1), CPGRB, CPC 06 (R1), CPC 07 (R1), CPC 10 (R1),
CPC 11, CPC 15 (R1), CPC 16 (R1), CPC 19 (R2), QP(R1), CPC 23, CPC 24, CPC 26 (R1), CPC 27,
CPC 28, CPC 29, CPC 31, CPC 32, CPC 36 (R3), CP@®3B), CPC 38, CPC 39 and CPC 41, in connection
with the revision of the pronouncements by the Bisaz Accounting Pronouncements Committee in 2013 —

CVM Resolution 718 of December 17, 2013.

The application of CPCs 19 (R2) and 36 (R3) hadgaificant impact on the 2013 consolidated finahcia
statements of Company since certain investmentsjointly-controlled entities that were previously
proportionately consolidated are currently accodifite under the equity method.

As required by the transitional provisions of CPT® (R2) and 36 (R3), the Company restated in it6320
consolidated financial statements the comparatiaartes of 2012 (the earliest period presented) thad
impacts on the reported balances of January 1 aceémber 31, 2012 are as follows:

Impact of

application of Balances at
Balances CPCs 19 (R2) and 01/01/2012
reported 36 (R3) (Restated)

Balance sheet
Current assets 2,246,246 (45,768) 2,200,478
Investments - 534,821 534,281
Noncurrent assets (except investments) 6,892,648 (1,226,409) 5,666,239
Total assets 9,138,894 (737,896) 8,400,998
Current liabilities 1,892,788 (536,268) 1,356,520
Noncurrent liabilities 2,387,038 (201,628) 2,185,410
Equity 4,859,068 - 4,859,068
Liabilities and equity 9,138,894 (737,896) 8,400,998
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Consolidated

Balances reported at

Impact of application
of CPCs 19 (R2) and

Balances at

Balance sheet

Assets

Current assets
Investments

Noncurrent assets (except investments)

Total assets
Liabilities and equity
Current liabilities

Noncurrent liabilities
Equity

Liabilities and equity

Income statement
Net operating revenue

Cost of construction, and operation and
maintenance services

Operating income (expenses), net (except equity in
subsidiaries)

Equity in subsidiaries

Finance income (costs)

Income tax and social contribution

Profit for the year

Statement of cash flows

Operating activities (except equity in subsidigries
Equity in subsidiaries

Investing activities

Financing activities

Change in cash and cash equivalents

New and revised IFRSs not yet effective

12/31/2012 36 (R3) 12/31/2012 (Restated)
3,611,999 (209,471) 3,402,528

- 767,553 767,553
6,862,392 (2,023,704) 4,838,688
10,474,391 (1,465,622) 9,008,769
1,692,161 (231,823) 1,460,338
3,652,149 (1,233,799) 2,318,350
5,230,081 - 5,230,081
10,474,391 (1,465,622) 9,008,769

Impact of application

Balances reported at of CPCs 19 (R2) and Balances at
12/31/2012 36 (R3) 12/31/2012 (Restated)
2,818,988 (803,990) 2,014,998
(1,250,564) 627,541 (623,023)
(296,578) 10,834 (285,744)

- 64,138 64,138
(202,651) 67,524 (135,527)
(401,549) 33,953 (367,596)
667,646 - 667,646
170,773 668,906 839,679

- (64,138) (64,138)
(169,097) (54,745) (223,842)
171,360 (523,585) (352,225)
173,036 26,438 199,474

The following IFRSs issued by the IASB are mandatimr annual periods beginning on or after Janugry

2014:

IFRS 10, IFRS 12 and IAS 27 — Investment EntitieBhe amendments to IFRS 10 define an investmeityent
and require a parent that is an investment entityta consolidate its subsidiaries but instead #asare its
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investments in particular subsidiaries at fair eatlarough profit or loss in its consolidated anpasate financial
statements.

IAS 32 — Offsetting Financial Assets and Finandiglbilities — The amendments to IAS 32 are intended
clarify the offsetting requirements for financiasats and liabilities. Specifically, the amendmaentisify the
meaning of ‘currently has a legally enforceabldrigf set-off’ and ‘simultaneous realization anttlsenent’.

The following IFRSs issued by the IASB are mandatimr annual periods beginning on or after Janugry
2015.

IFRS 9 — Financial Instruments — IFRS 9 was updat€dictober 2010 to include requirements for ckassion
and measurement of financial liabilities amdetognition of financial instruments.

The Company has not early adopted the above IFR&s individual and consolidated financial statemsefor
the year ended December 31, 2013.

Obligations assumed on acquisition of the subsidigrCTEEP

Pursuant to the share purchase agreement by mdathe grivatization auction described in note le th
Company undertakes to make an additional paymenthf purchase price of CTEEP shares in the event t
subsidiary CTEEP is released from the chargeseetltd the supplementary pension plan establishedaly
4.819/58 that are currently under judicial discossi

At December 31, 2013, the additional amount ofghechase price is composed of two distinct transast as
follows:

a) The amount of R$252,726 (R$243,940 at Decembe312), determined on acquisition of the first
equity interest by means of the privatization auttheld on June 28, 2006, recorded as “Payables —
Law 4.819/58 — Finance Department”, of which R$4,{R$7,194 at December 31, 2012) was included
in current liabilities and R$245,532 (R$236,74®atember 31, 2012) in noncurrent liabilities, again
the amount of R$188,895 in the line item “Investisen goodwill on acquisition of equity interest in
subsidiary”, with the difference of R$63,831 beirezognized in the income statement as inflation
adjustment of the obligation based on IPCA, begigridecember 31, 2005.

b) The amount of R$158,621 (R$152,953 at DecembeRB312), determined on acquisition of the third
equity interest by means of the public tender offeld on January 9, 2007, recorded as “Payables —
Law 4.819/59 — tender offer”, of which R$4,153 (RE8B at December 31, 2012) was included in
current liabilities and R$154,468 (R$148,800 at &@weber 31, 2012) in noncurrent liabilities, against
the amount of R$120,306 in the line item “Investtsen goodwill on acquisition of equity interest in
subsidiary”, with the difference of R$38,315 beirgrognized in the income statement as inflation
adjustment of the obligation based on IPCA, begigidecember 31, 2005.
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Cash and cash equivalents

Company Consolidated
Restated
2013 2012 2013 2012
Cash and banks 162 1,351 1,156 4,853
Cash equivalents 61,310 125,973 64,586 432,074
61,472 127,324 65,742 436,927

(@ Cash equivalents are as follows:
Company Consolidated
Restated
% of CDI 2013 2012 2013 2012
Bank certificate of deposit (CDB) 95.0% to 106.0% - - 2,645 11,159
Repurchase transactions (*) 95.0% to 104.0% 61,310 125,973 61,941 420,915
61,310 125,973 64,586 432,074

Cash equivalents are measured at fair value thrpugfit or loss and have daily liquidity.

Management’s analysis of the exposure of thesasatsnterest rate risks is disclosed in note 33 (

(*) Repurchase transactions refer to securitieseidsby banks for repurchase by the bank and rdsakhe
customers, at fixed rates and fixed maturitieskbddy private or government bonds depending ofbtre’s

availability and are registered with CETIP.

Short-term investments

Company Consolidated
Restated
% of CDI 2013 2012 2013 2012

Bank certificate of 90.0% to
deposit (CDB) 106.0% 83,404 294,483 83,404 294,483
Investment funds 105.5% - - 595,756 -
83,404 294,483 679,160 294,483

The Company and its subsidiaries have concenttagdshort-term investments in investment fundsictv refer
to highly liquid investment fund units, readily a@rttible into a cash amount, regardless of the ritgtaf

the assets.

Investment funds are:

Fundo de Investimento Referenciado DI Bandeiraritegestment fund established for purposes of exadus

investments by the subsidiary CTEEP and its suésél, managed by Banco Bradesco, with a portfolio

comprised of units in Fundo de Investimento Refeiao DI Rubi, which, in turn, has a portfolio conged of
the following assets: investments in demand depofgtieral government bonds and repurchase tramssén
federal government bonds. It is highly liquid, redjass of the assets comprising Fundo Rubi, asgein the

memorandum of incorporation of
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Fundo de Investimento Xavantes Referenciado Dlestment fund established for purposes of exclusive
investments by the subsidiary CTEEP and its sudasédi, managed by Banco Ital, with a portfolio cosgal of
units in Fundo de Investimento Corp Referenciadowiich, in turn, has a portfolio comprised of thlowing
assets: federal government bonds and repurchassatt@ons in federal government bonds. It is hidigyid,
regardless of the assets comprising Fundo Comgetasut in the memorandum of incorporation of FuKkdeantes.

Accounts receivable (concession asset)

Accounts receivable are as follows:

Consolidated

Restated

2013 2012

Receivables from construction services (a) 1,415,379 1,050,085
Receivables from O&M services (b) 86,541 267,409
Receivables — Provisional Acts 579 and 591 (SE(N)) 3,928,043 5,975,426
Receivables from indemnification (d) 73,698 54,976
Allowance for impairment (c ) (1,535,319) (1,535,319)
3,968,342 5,812,577

Current 749,388 2,425,203
Noncurrent 3,218,954 3,387,374

Amount receivable relating to construction, expansand improvement services in power transmission
facilities until the end of the term of the condeasarrangements to which the subsidiary CTEEP itsxd
subsidiaries are parties, adjusted to present \aideyielding interest based on the effective ederate.

O&M — Operation and Maintenance refers to the partf billings monthly informed by the Braziliandgtric
Energy System Operator (ONS) for compensation ®Q&M services, with an average collection peribdess
than 60 days.

Receivables — Law 12783 — refers to the amounivabke from the compensation for investments mautkrat
amortized under concession arrangement 059/200#j\sded into New Investments (NI) and Existing Bee
(SE):

» The compensation for the New Investments (NI) faed is R$2,949,121, of which R$2,891,291 is edat
to the New Replacement Value calculated and R$B7i83Yelated to compensation based on IPCA +
WACC of 5.59% p.a., as set forth in InterministedRule 580. Fifty percent of such amount was
received on January 18, 2013 and the remaining fiercent will be received in 31 monthly
installments through July 7, 2015 (note 1.2).

« The compensation for the Existing Service (SE) liteas, which has not yet been disclosed by the
Concession Grantor, corresponds to the estimatestiment amounts based on the New Replacement Value
adjusted for accumulated depreciation through Déesn81, 2012, which, based on an independent
appraisal report, totals R$3,026,305. As mentioitechote 3.7, a new report is being prepared. The
subsidiary CTEEP understands that it is entitlecet®ive the amount determined by reference td\the
Replacement Value, however, it has recognized mwahce for writing down such infrastructure to its
construction cost, as set out in ANEEL Decision ©5%anuary 23, 2013, which determines that theé cos
amount should be maintained until the result ofrtee report that is expected for June 30, 2014.
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(d) Receivables from indemnification - refers to théneated portion of investments made and not amexdtiantil
the end of the effective concession arrangememt$arwhich the subsidiary CTEEP and its subsidsmill be
entitled to receive cash or another financial aas#te end of the term of concession arrangements.

The aging list of accounts receivables is as fatlow

Consolidated

Restated

2013 2012

Current 3,938,946 5,783,007
Past-due

Up to 30 days 127 280

31 to 60 days 30 151

61 to 360 days 1,616 3,931

Over 361 days (i) 27,623 25,208

29,396 29,570

3,968,342 5,812,577

(i) A few market players challenged in the courts théabces of invoices relating to the Basic Grid. In
light of such challenge, escrow deposits are maitte igspect to the amounts deemed payable by these
players The subsidiary CTEEP believes that the amourlsdbare in accordance with the authorizations
granted by regulatory agencies and, therefore roeigion for contingencies has been recorded.

The subsidiary CTEEP does not have any historyos$ds for accounts receivable, which are guarartged
collaterals and/access to bank accounts operatetticoyrazilian Electric Energy System Operator (PNS

directly by the subsidiary CTEEP and, therefordjdtnot recognize an allowance for doubtful acdsun

Changes in accounts receivable are as follows:

Consolidated

Balances in 2011 (restated) 5,575,467
Construction revenue (note 27.1) 208,081
Finance income (note 27.1) 1,467,278
O&M revenue (note 27.1) 592,276
Adjustment of receivables from compensation basetP€A/WACC 57,830
Write-off of receivables from construction services (2,724,622)
Adjustment of receivables from compensation basedhe New Replacement

Value 4,444,510
Provision for write-down to cost (1,535,319)
Balance of accounts receivable upon acquisitiosubSidiary Evrecy 24,517
Receipts (2,297,441)
Balances in 2012 (restated) 5,812,577
Construction revenue (note 27.1) 267,908
Finance income (note 27.1) 242,654
O&M revenue (note 27.1) 586,599
Adjustment of receivables from compensation basetP€@A/WACC 143,216
Receipts of receivables for compensation for Nevestments (NI) (2,190,610)
Receipts (894,002)
Balances in 2013 3,968,342
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9. Receivables — Finance Department

Consolidated
2013 Restated 2012

Payroll processing — Law 4.819/58 (a) 933,501 793,443

Labor lawsuits — Law 4.819/58 (b) 225,781 193,043
Provision for losses on unrealizable receivablgs (c (516,255) -
Family allowance - Law 4.819/58 (c) 2,218 2,218
Provision for losses on unrealizable receivablésmily (2.218) (2.218)

allowance (d)

643,027 986,486

(&) Refers to amounts receivable for settlement ofptbrtion of payroll relating to the supplementaryngien plan
regulated by State Law 4.819/58, from January 20608arch 2013 (note 36). No inflation adjustmenajgplied
on such balance and no interest is accrued unkdfiaitive decision on the proceedings is issudtke increase
compared with the previous year is due to the c@mpé with the decision issued by™Gabor Court, whereby
the subsidiary CTEEP transfers monthly the fundsundacéo CESP for payment to retirees.

(b) Refers to certain labor lawsuits settled by thesiliary CTEEP, relating to retired employees unState Law
4.819/58, which are the responsibility of the S@tvernment of S&o Paulo. No inflation adjustmerapplied
on such balance and no interest is accrued uhthelcriteria are agreed upon with the Sdo Pawpddtment of
Finance.

() Inview of the new developments in the subsidialfEEP in 2013, mainly: (i) change in the expectalization
of some assets, due to the termination of the cfaimeollection of the amounts payable by the Saal® State
Government, without judgment of the merits, as wadl other proceedings, as described in note 3p; (ii
recognition of the civil courts to resolve the reattinder discussion based on the previous dedssoed by the
Supreme Federal Court on the cases of other padigescribed in note 36, and (iii) progress dfept
proceedings under Law 4.819/58, such as the rettogrof onlendings to the subsidiary CTEEP, by 8&o
Paulo Finance Department, with respect to the atsadisallowed through April 2013, as described aten34;
CTEEP’s Management reviewed the amounts receivaider Law 4.819/58 and recorded a provision fosdgs
on unrealizable receivables, relating to the amotimit are not recognized as being the exclusisgoresibility
of the S&o Paulo Finance Department, as descnibiéein (iii).

CESP prepaid monthly expenses relating to familgwadnces arising from the benefits of State Lawl9/88,

which were transferred to the subsidiary CTEEP uihenpartial spin-off of CESRBased on the likelihood of
loss, Management has recognized a provision forse®s in the amount of R$2,218.
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Recoverable taxes and contributions

Company Consolidated

2013 2012 2013 2012

Income tax 19,477 29,586 60,036 -
Social contribution 4,350 - 20,948 -
Withholding income tax 1,428 6,242 15,260 47,033
Withholding social contribution 121 114 524 1,433
COFINS (tax on revenue) - - 1,013 1,174
PIS (tax on revenue) - - 174 210
Other - - 186 266
25,376 35,942 98,141 50,116

Current 14,984 6,678 87,749 20,852
Noncurrent 10,392 29,264 10,392 29,264

Tax benefit — merged goodwill — consolidated

The goodwill paid by ISA Capital on the acquisitiohshareholding control of subsidiary CTEEP isdshsn
projected earnings during the term of concessisangements 059/2001 and 143/2001 and derives fhem t
acquisition of the concession right granted by@oacession Grantor, as set forth in item b, papy@ article
14 of CVM Instruction 247, of March 27, 1996, inding the changes introduced by CVM Instruction 283uly
31, 1998.

So that in the subsidiary CTEEP the amortizatiogaddwill will not adversely affect the flow of ddends to

shareholders, a Provision for Maintenance of Eqlitegrity (PMIPL) of the merging company and a Gale
goodwill reserve on merger were recognized, afosbtin CVM Instruction 349, of March 6, 2001.

Goodwill amortization, net of reversal of the pion and the related tax credit, does not affecfitpor loss for
the year and, consequently, dividend calculatisgisha

Goodwill as of December 31, 2007 was R$689,435, iandeing amortized through July 2015, in monthly
installments, as authorized under ANEEL Resolutit64, of December 18, 2007, as follows:

Amortization - % p.a.

Concession arrangement

Year 059/2001 143/2001 Total
2008 to 2012 12.20 0.10 12.30
2013 to 2015 12.73 0.02 12.75
2016 to 2031 - 0.25 0.25

For purposes of better presentation of the Comparfiiancial position in the consolidated financial
statements, the net amount of R$60,359 (R$90,24f Becember 31, 2012), which, in essence, correlpm
the merged tax credit, was classified in noncur@sgets, under long-term assets, in the balancet, she
goodwill tax benefit, based on expected realization

Changes for the years ended December 31, 201304262 as follows:
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Goodwill Provision Ta)s(ubbes?gf;tr;
Balances in 2011 350,234 (231,155) 119,079
Realization in the year (84,800) 55,968 (28,832)
Balances in 2012 265,434 (175,187) 90,247
Realization in the year (87,903) 58,015 (29,888)
Balances in 2013 177,531 (117,172) 60,359

Loans receivable

Refers to a loan given by ISA CAPITAL to its paresimpany Interconexion Eléctrica S.A. ESP (“ISAThis

is an on-lending of the total funds borrowed by @@mpany in December 2006 in U.S. dollars in thgioal
amount of US$23,800 thousand, whose maturity amghlsum payment occurred on July 19, 2007, withusextr
interest at LIBOR plus 3.00% per year. The Comparaintained the same assumptions for interest charge
including semiannual interest receipt, but the ggal of the loan was agreed to be repaid withiye8rs in a
single payment on December 28, 2014.

On December 15, 2011, ISA Capital entered into @ lagreement with Internexa Brasil Operadora de
Telecomunicagfes S.A “Internexa” in the amount 88R64, whose original maturity of December 28,201
was extended for one year to December 19, 2018tdsit accrues monthly based on CDI plus 0.72% eer y
and is payable on a quarterly basis.

On October 3, 2012, ISA Capital gave another laarnternexa in the amount of R$11,146, in which the
maturity of the principal was extended from OctoBeR013 to December 19, 2013. Interest accruahho
based on CDI plus 0.91% per year and is payabke quarterly basis.

On December 19, 2013, both loans were paid offibgrhexa, totaling a credit of R$20,873 in Bancat&ader,
which is segregated as follows: R$20,510 of priacgnd R$363 of interest with 20% withholding ine@tax.
Loans are as follows:

Company

. Final
Foreign currency Charges maturity 2013 2012
Interconexion Elétrica S.A ESP ("ISA") LIBOR + 3% p.a 12/28/2014 55,764 48,645

0, -
Internexa Brasil Operadora de Telecomunicagaoes CDI+0.72% pa 12/19/2013 9,364
S.A ("Internexa”

( xa’) CDI +0.91% p.a 12/19/2013 - 11,146
Total in foreign currency 55,764 69,155
Current 55,764 20,510
Noncurrent - 48,645
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Changes in loans are as follows:

Company
Balances in 2011 54,046
Additions 11,146
Principal payment received -
Interest received (2,813)
Interest and inflation adjustment and 6.776
exchange rate changes '
Balances in 2012 69,155
Additions -
Principal payment received (20,510)
Interest received (3,426)
Interest and inflation adjustment and
exchange rate changes 10,545
Balances in 2013 55,764

Collaterals and restricted deposits

Company

Refers to a deposit account at the Bank of New Yorguarantee the semiannual payment of interegshen
bonds remaining after the debt restructuring. Tlunt to be kept in the deposit account is on tlioof
US$1.4 million. As set forth in the contract, ther@pany has used the deposited funds to make ibhteres
payments in the months of January and July andsesulently, at every payment date money is deposited

the account. The balance of R$3,262 recorded ireptiassets as of December 31, 2013 was used te mak
interest payment in January 2014.

Consolidated

In noncurrent assets, in view of the uncertaingesrounding the outcome of the lawsuits subject to
escrow deposits, the subsidiary CTEEP elects t@ kkem at their nominal values and does not record
any inflation adjustment or interest there®@he balance is broken down as follows:

Company Consolidated

2013 2012 2013 2012

Assessments — ANEEL (a) (note 23 (a)) - - 9,545 7,827

Escrow deposits

Labor (note 23(a) (i) - - 65,511 65,497
Social security - INSS (note 23 (a) (iii)) - - 1,226 1,226
Deposit in the Bank of New York (collateral) 3,262 2,846 3,262 2,846
Other - - - 140
3,262 2,846 79,544 77,536
Current 3,262 2,846 3,262 2,846
Noncurrent - - 76,282 74,690

Refer to deposits made to annul assessments ibgUSNEEL:

(i) Deposit made on January 17, 2000, in the amouf$&f040, was claimed in an annulment action
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(ii)

(iif)

(iv)

v)

(Vi)

(vii)

brought by the Company against ANEEL, arising frassessment notice 001/1999-SFE which
imposed a fine to the subsidiary CTEEP based oaltbgation of infringements for complicating the
inspection work relating to problems arising froine tinterruption in power transmission in a major
portion of the Southeast, South and Midwest regiow complying with the provisions in the
“inspection report”; and not complying with the &gluty of providing proper service.

Deposit made on August 29, 2008, in the amount $2,R39, to annul assessment notice
062/2007 relating to the failure to comply with theheduled date for installation of the 3rd set of
transformers with 345/88 kV of SE Baixada Santistathorized by ANEEL Resolution 197 of
May 4, 2004.

Deposit made on September 17, 2008, in the amoliiR$®44, to annul assessment notice
001/2008 relating to the failure to comply with theheduled date for startup of activities of the
transmission line, in 345 kV, Guarulhos - Anhangyeaiuthorized by Authorizing Resolution
064/2005 of January 31, 2005.

Deposit made on April 18, 2011, in the amount of3B% to annul assessment notice 022/10
which imposed a fine to the subsidiary CTEEP imtigf the event occurred on April 1, 2009, in
the 88kV sector of SE Baixada Santista, consistiighe automatic shutdown of the set of
transformers due to the overheating arising from dboling system in the substation caused by
the subsidiary CTEEP.

Deposit made on March 8, 2012, in the amount of @8$20 annul assessment notice 054/11,
relating to the failure to satisfy system unavaliibratios (transmission function of CTEEP’s
assets, which were unavailable without any reasomiore than one minute).

Deposit made on July 1, 2012, in the amount of B&3, to annul assessment notice 065/11,
relating to the problem identified on February 812 in Bandeirantes substation.

Deposit made on June 28, 2013, amounting to R$#68nnul assessment notice 122/12 which
imposed a penalty on the subsidiary CTEEP for flegad noncompliance with the Frequency
Standards of Other Power Shutdown limits in CTEERUlities during the 2010/2011 cycle, as
provided for by Article 32 of ANEEL Resolution 2799 June 26, 2007.

(viii) Deposit made on June 28, 2013, amounting to R$1 @5annul assessment notice 082/12 which

imposed a penalty on the subsidiary CTEEP for tbevqy shutdown on July 28, 2008, at SE
Milton Fornasaro, 88 kV.
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Investments

Information on subsidiary CTEEP

Number of shares outstanding at the balance sla¢et d
Common shares — ON
Preferred shares — PN

Total
Equity
Share capital
Capital reserves
Special goodwill reserve
Earnings reserves
Proposed additional dividends
Total

Profit for the year

Information on Company’s investment

Shares held - Common shares outstanding at thadmatheet
date

Equity of CTEEP
(-) Special goodwill reserve
Equity of CTEEP - basis for equity in subsidiary

Equity interest in CTEEP
Investment
Concession right to amortize
Special goodwill reserve

Adjustment to equity in interest — Law 4.819/58

Total investment

In 2013, the subsidiary CTEEP recorded a providion losses on unrealizable receivables for amounts

12/31/2013 12/31/2012
64,484,433 64,484,433
88,177,132 88,177,132
152,661,565 152,661,565
2,000,000 1,162,626
1,217,661 2,055,035
147,912 147,912
1,516,874 1,712,657
30,000 -

4,912,447 5,078,230
31,921 843,488
12/31/2013 12/31/2012
57,714,208 57,714,208
4,912,447 5,078,230
(147,912) (147,912)
764,535 4,930,318
37.8053% 37.8053%
1,801,249 1,863,922
- 68,506

147,912 147,912

111,582 -

2,060,743 2,080,340

receivable from the S8o Paulo State Finance Depatinelating to the supplementary pension plamleggd
by State Law 4.819/58. In order to calculate theitggin subsidiary from the investment in CTEEPhe t
Company made an adjustment of R$111,582, to dimiefa effect of the provision previously mentionedth
the objective of aligning the time of recognitiofi the obligations arising from Law 4.819/58, sinte

Company has already recorded a liability of the esaatture.
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Changes in the investment in 2013

Balance at December 31, 2011 2,039,320
Sale of shares (920 shares) (26)
Equity in subsidiary 319,618
Interim dividends recognized in the year (67.571)
Interest on capital for the year (48,352)
Amortization of concession right (notes 16 and 30) (162,649)
Balance at December 31, 2012 2.080,340
Equity in subsidiary 124.518
Interest on capital for the year (i) (75,611)
Amortization of concession right (notes 16 and 30) (68,504)
Balance at December 31, 2013 2.060,743

() In 2013, the Board of Directors of the subsidiarfBEEP approved interest on capital and interim
dividends in the amount of R$200,000, to be paidamuary 30, 2014. Of that amount, R$75,611 wa$ pai
to ISA Capital and R$124,389 to the remaining shalders.
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14.2. Investments held by the subsidiary CTEEP
(@) Information on CTEEP’s subsidiaries

INVESTMENTS HELD BY SUBSIDIARY CTEEP

IEMG Pinheiros Serra do Japi Evrecy IENNE IESul |IEMadeira |IEGaranhuns
Reporting date 12/31/2013  12/31/2012 12/31/2013 3172012 12/31/2013  12/31/2012 12/31/2013  12/31/201212/31/2013 12/31/2012 12/31/2013  12/31/2012 12(R13  12/31/2012 12/31/2013  12/31/2012

Number of common shares held 81,855,292 78,855,292 269,360,000 236,760,000 808 86,748,000 21,512,367 21,512,367 81,821,00D,82&,000 88,228,499 74,128,499 632,910,000 4848660 99,450,000 15,300,,510

Equity interest - % 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0 0 25, 25,0 50,0 50,0 51,0 51,0 51,0 51,0
Paid-in capital 81,855 78,855 269,360 236,760 86,748 86,748 21,512 21,512 327,284 327,284 176,457 148,257 1,241,000 6,008 195,000 30,001
Equity 106,871 100,419 311,607 260,114 140,160 109,550 9186, 32,520 343,773 385,294 187,456 156,445 1,582,751,132,215 202,813 30,543
Profit for the year 3,452 2,534 18,893 13,319 30,610 18,070 5,022 246  41,521) 16,365 2,811 1,371 135,537 115,855 7,271 2 54

(b)  Changes in investments held by the subsidiary CTEEP

Consolidated

IENNE IESul IEMadeira |IEGaranhuns Total
Balances in 2011 91,965 63,712 377,584 1,020 534,281
Capital contribution 268 13,825 140,760 14,281 169,134
Equity in subsidiaries 4,091 685 59,086 276 64,138
Balances in 2012 96,324 78,222 577,430 15,577 767,553
Capital contribution - 14,100 145,350 84,149 243,599
Equity in subsidiaries (10,381) 1,406 69,123 3,709 63,857
Balances in 2013 85,943 93,728 791,903 103,435 1,075,009
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Property, plant and equipment

Refers mainly to chattels used by the Company laadtbsidiary CTEEP not related to the concession

arrangement.

In service

Machinery and equipment

Furniture and fixtures

In service
Land

Machinery and equipment

Furniture and fixtures

IT equipment
Vehicles

Other

(*)Includes lease of IT equipment at the rate aB33.

Average annual
depreciation

Changes in property, plant and equipment are &sifei

Machinery and equipment

Furniture and fixtures

rates Company
12/31/2013 12/31/2012
Accumulated
% Cost depreciation Net Net
6% 33 (16) 17 23
6% 31 (18) 13 16
64 (34) 30 39
Consolidated
Average annual Restated
depreciation 12/31/2012
rates 12/31/2013
Accumulated
% Cost depreciation Net Net
0% 2,060 - 2,060 -
6.25% 2,740 (1,665) 1,075 911
6.0% 6,787 (4,676) 2,111 2,339
24.8%(*) 7,206 (3,081) 4,125 4,787
21.0% 798 (604) 194 321
4.0% 1,766 (931) 835 56
21,357 (10,597) 10,400 8,414
Company
Balances at Depreciation Balances at
12/31/2012 P 12/31/2013
23 (6) 17
16 3) 13
39 9) 30
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Consolidated

Restated

balances at Depreciation Write- Balances at

12/31/2012 Additions (note 28) offs/Transfers 12/31/2013

Land - 2,060 - - 2,060
Machinery and equipment 911 288 (123) 1) 1,075
Furniture and fixtures 2,339 82 (308) 2) 2,111
IT equipment 4,787 1,202 (1,853) (11) 4,125
Vehicles 321 - (126) (1) 194
Other 56 783 (4) - 835
8,414 4,415 (2,414) (15) 10,400

Intangible assets

Intangible assets refer substantially to:

Expenditures incurred by the subsidiary CTEEP ie period from April 2008 to February 2009 for the
implementation and structuring of ERP-SAP, amodiaa a straight-line basis, over a period of 5 geand

Goodwill paid by ISA Capital on acquisition of camiting interest in subsidiary CTEEP, based upopesxed
future earnings and amortization over the effectaren of concession arrangement 059/2001 of theidialny
CTEEP, which was originally to expire in June 20%4th the extension of the concession arrangeméttieo
subsidiary CTEEP for a further 30 years startimgnfrJanuary 2013, and considering the method anekieri
established by Provisional Acts 579 and 591 of 2@dR2the payment of unamortized or undepreciated
investments associated with the concession-relats@ts segregated into Existing Services (SE) agd N
Investments (NI), the management of the subsid@MEEP opted to accelerate the amortization of the
remaining balance of goodwill, as follows: 61% 812 and 39% in 2013 according to the recognition by
CTEEP of the amounts to which it is entitled toaige from the concession grantor for investmestoeaiated
with assets subject to indemnification. Accordingdy the balance of goodwill of R$175,185 at DecemBl,
2012, the amount of R$106,681, equivalent to 61%s amortized in December 2012 and the remainiranbal

of R$68,504 was fully amortized in 2013.

Goodwill of R$28,846, arising on the acquisitionbirecy by the subsidiary CTEEP.

Amount resulting from the adjustment made to thieuwdation of equity in subsidiary from the investmen
CTEEP, as mentioned in note 14, item b).
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Changes in intangible assets are as follows:

Consolidated

Balance in 2011 240,100
Additions 37,036
Amortization (166,341)
Balance in 2012 110,795
Additions 122,785
Amortization (75,929)
Balance in 2013 157,651
Borrowings and financing
Borrowings and financing are as follows:
Company
Final
Charges maturity 12/31/2013 12/31/2012
Foreign currency
Bonds (a) 8.80% 01/30/2017 76,865 67,051
Current 2,719 2,372
Noncurrent 74,146 64,679
Consolidated
Restated
Charges Final maturity 12/31/2013 12/31/2012
Foreign currency
Bonds (a) 8.80% 01/30/2017 76,865 67,051
Foreign currency with hedge accounting
International credit not (CCB) - IBBA (d) US$ fluctuation +
0) 4% p.a. 04/26/2013 - 132,309
US$ fluctuation +
Commercial Paper - JP Morgan (d) (ii) 2.1%p.a. 10/21/2013 - 177,318
Total in foreign currency 76,865 376,678
Local currency
BNDES (a) (i) TILP + 2.3% p.a. 06/15/2015 84,488 140,798
BNDES (a) (i) TILP + 1.8% p.a. 06/15/2015 141,217 234,681
BNDES (a) (iii) TILP +2.1% p.a. 02/15/2028 7,303 -
BNDES (a) (iii) 3.5% p.a. 04/15/2023 16,502 -
BNDES (a) (iv) TILP + 2.6% p.a. 05/15/2026 44,210 47,758
BNDES (a) (iv) 5.5% p.a. 01/15/2021 71,128 80,152
BNDES (a) (v) TILP +1.9% p.a. 05/15/2026 46,083 49,801
BNDES (a) (v) TILP + 1.5% p.a. 05/15/2026 39,829 43,038
BNDES (a) (vi) TILP + 2.4% p.a. 04/15/2023 47,432 52,513

Promissory notes
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6" issue (c) 104.9% CDI p.a. 01/05/2013 - 433,873
Eletrobras 8.0% p.a. 11/15/2021 290 340
Finance leases 3,355 5,048
Total in local currency 501,837 1,088,002
Total in local and foreign currency 578,702 1,464,680
Current 195,530 938,917
Noncurrent 383,172 525,763

Issuance of bonds on January 29, 2007 in the amouot US$554 million

The Company issued bonds on January 29, 2007 imthlkamount of US$554.0 million, split into tw@hches,
as follows:

The first tranche, in the amount of US$200.0 millibad a five-year maturity in 2012, an interet &t 7.875%
per year, and a call option in 2010 and 2011. Hoesd tranche, in the amount of US$354.0 millicag h ten-
year maturity in 2017 and an interest rate of 8&%oyear.

In March 2010, the Company made a debt restrugiuaimd repurchased the total tranche of US$200.6omil
(by exercising the call option) and 91.06% of tl¢al tranche of US$354.0 million, leaving only 8%84
equivalent to US$31.6 million, outstanding in tharket.

These outstanding bonds are subject to the sanditioms as were agreed at issue, with no type géoants.
The maturity date of the principal remains Jan23y7 and interest continues to be paid on a semé@asis
in January and July of each year at the rate d%8p@r year. In 2013, ISA Capital paid to the boridérs
interest of R$ 5,772,

BNDES

(i) On November 18, 2008, the subsidiary CTEEP execatéolan agreement with the National Bank for
Economic and Social Development (BNDES) in the amad R$329.1 million, with repayment beginning
January 2011 in 54 monthly installments; until biegjinning of repayment, charges were paid on atepyar
basis. As a collateral, the subsidiary CTEEP offdyank guarantees effective through June 15, 20dss,
Bradesco and Santander, at the rate of 1.2% p.A.&f6l p.a., respectively, with quarterly maturities

(ii)

On September 17, 2007, the subsidiary CTEEP ex¢@itean agreement with BNDES in the amount of
R$764.2 million, which was reduced to R$601.7 millin December 2008. The amount refers to 70.0% of
total investments, which includes systemic improgatrwork, enhancements, modernization of the exjsti
transmission system and new projects, and is agrak part of the 2006/2008 Multi-year Investmelanp?
with repayment beginning January 2009 in 78 moniiéyallments. As collateral, the subsidiary CTEEP
offered bank guarantees effective through Decertbe2015, from Bradesco, Santander and Banco do
Brasil, at the rate of 0.7% p.a., with quarterlytundies.

On December 26, 2013, BNDES sent a letter to CTEBBNging the maximum financial ratios to Net
Debt/Adjusted EBITDA < 6.0 and Net Debt/(Net DebEguity) < 0.6, for immediate application, relatitog

the agreements mentioned in items (i) and (ii),edeined on an annual basis. For the purposes of
calculation and documentation of said ratio, thibsgliary CTEEP shall consolidate all subsidiaried a
jointly-controlled entities (proportionately to tiveterest held), provided that the interest helddsal to or
greater than 10%. The formalization will occur sdpsently by means of an addendum to the agreement,
and there is no event of accelerated maturityedléd restrictive covenants.
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(i) On August 13, 2013, subsidiary Pinheiros enter¢d &nloan agreement with BNDES in the amount of
R$23.5 million. The amounts of R$21.6 million an$1R® million were released on September 12 and
December 11, 2013, respectively. The funds wilafice the transmission lines and substations st ifor
concession arrangement 021/2011, repayable in ap8amonthly installments beginning March 15, 2014.
The subsidiary Pinheiros shall maintain, during #mortization period and after the release of the
guarantees, a Debt Service Coverage Ratio (DSCR)lefst 1.3, determined on an annual basis.

(iv) On December 30, 2010, subsidiary Pinheiros execatémhn agreement with BNDES in the amount of
R$119.9 million. The amounts of R$91.3 million &R#28.6 million were released on January 28 andl Apri
27, 2011, respectively. The funds will be useditarice the construction of the transmission lined a
substations set forth in the concession arrangemn&spayment will be made in 168 monthly installleen
beginning September 15, 2011. The subsidiary Piodehall maintain, during the amortization periodl
after the release of the guarantees, a Debt SeBogerage Ratio (DSCR) of at least 1.3, determmedn
annual basis.

(v) On October 28, 2011, Serra do Japi (a subsidiafyT&EP) executed a loan agreement with BNDES in the
amount of R$93.3 million. The amounts of R$75.01R$® and R$3.3 million were released on November
18 and December 12, 2011 and February 27, 201Rectgely. The funds will be used to finance the
construction of the transmission lines and sulstatset forth in the concession arrangements. Regraty
will be made in 168 monthly installments beginnihge 15, 2012. Serra do Japi shall maintain, duhing
amortization period and after the release of threraniees, a Debt Service Coverage Ratio (DSCR)leést
1.2, determined on an annual basis.

(vi) On January 14, 2009, subsidiary IEMG executed a bmreement with BNDES in the amount of R$70.6
million, which was released on March 27, 2009. Tumals will be used to finance approximately 50.086 o
the transmission line between Neves 1 and Mesguitatations, with repayment beginning May 15, 2009,
in 168 monthly installments. The bank guarantee setinquished by BNDES on March 15, 2011. IEMG
shall maintain, during the amortization period, abb Service Coverage Ratio (DSCR) of at least 1.3,
determined on an annual basis.

On December 23, 2013, the subsidiary CTEEP enteteda loan agreement with BNDES in the amount of
R$391.3 million, as follows: R$284.2 million subfjgo TILP + 1.80% p.a, R$1.9 million subject to PJland
R$105.2 million subject to interest of 3.50% p.&eTfunds will be used to finance the 2012-2014 Mugtar
Investment Plan, which encompasses modernizatiorthef electric power transmission system, systemic
improvements, upgrades and new projects, as wsbeigl investments in the community.

Interest is payable quarterly (March, June, Septgnamd December) and monthly starting April 2016eT
principal amount of the loan shall be repaid startApril 2015 in 168 monthly, equal, successivddhments.
As a collateral, the subsidiary CTEEP offered akbgnarantee effective for a minimum of 2 yearsnfro
Bradesco and Safra, at the rate of 0.94% p.a. 8B@®p.a., respectively, with quarterly maturitigs.2013
there were no disbursements associated with thieseagent. The first release under this agreementraeat in
January 2014 (note 37 (a)).

Promissory notes
(i) On January 11, 2012, the subsidiary CTEEP complitedth issue of promissory notes in the amount of
R$400.0 million, with settlement on January 7, 20L8e issuance costs on these promissory notdedota

R$479 thousand, and in conformity with CPC 08 (I18%), were recorded in profit or loss within the
transaction term, minus borrowing costs.
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Foreign currency with hedge accounting

(i) On April 20, 2011, the subsidiary CTEEP executednéernational bank credit note with Banco Itai BBA
Nassau, in the amount of US$63,694,267.52, sulbjeeichange rate changes + 4% p.a. Additionally, a
swap instrument was entered into with Banco ItatABB the notional value of R$100.0 million and
adjustment rate of 103.50% of the CDI rate. ThedaH of this instrument are described in note 33 (a
The transaction was settled on April 26, 2013 f&$63,694, equivalent to R$128,146. The swap wath It
BBA in the notional amount of R$100,000 was settledcurrently. This transaction generated a nat géi
R$23,535.

(i)  On October 17, 2011, the subsidiary CTEEP execatthg-term foreign loan agreement with JP Morgan
Chase, in the amount of US$85,787,818.13, sulgextd¢hange rate changes + 2.1% p.a. Additioralswap
instrument was entered into with JP Morgan Chagbeanotional value of R$150.0 million and adjustine
rate of 98.3% of the CDI rate. The transaction setfled on October 21, 2013, in the amount of USHBH
equivalent to R$187,153. The swap with JP Morgariha notional amount of R$150,000 was settled
concurrently. This transaction generated a net gbR$26,794.

The long-term portion matures as follows:

Company Consolidated

Restated

12/31/2013 12/31/2012 12/31/2013 12/31/2012

2014 i} - - 174,977
2015 ) - 102,527 100,037
2016 i} - 26,542 24,245
2017 74,146 64,679 100,688 88,924
2018 l - 26,536 24,245
2019 ) 26,517 24,245
After 2019 ) - 100,362 89,090
74,146 64,679 383,172 525,763

Changes in borrowings and financing are as follows:

Consolidated

Company Restated
Balances at December 31, 2012 67,051 1,464,680
Additions - 223,498
Payments (principal and interest) (5,961) (1,172,717)
Interest, inflation adjustment and exchange
rate changes 15,775 63,241
Balances at December 31, 2013 76,865 578,702
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The subsidiary CTEEP is a party to the loan agre¢snaf its subsidiaries as a guarantor, as shovawbe

Balance
Equity Outstanding guaranteed
interest in balance at by Guarantees
Subsidiary subsidiary Bank  Type of debt 12/31/2013 Guarantees CTEEP expire
IEMG 100% BNDES FINEM 47,432 None 47,432 03/15/2023
Serra do Japi 100% BNDES FINEM 85,912 Bank guarantee 85,912 08/15/2026
FINEM and
Pinheiros 100% BNDES PSI 87,852 Bank guarantee 87,852 01/17/2014
FINEM and
Pinheiros 100% BNDES PSI 27,486 Bank guarantee 27,486 02/28/2014
FINEM and
Pinheiros 100% BNDES PSI 23,805 Bank guarantee 23,805 08/23/2015
FINEM and
IESul 50% BNDES PSI 16,384 Bank guarantee 8,192 10/05/2014
FINEM and
IESul 50% BNDES PSI 21,510 Bank guarantee 10,755 08/10/2015
Banco do
IENNE 25% Nordeste FNE 214,251 Bank guarantee 53,563 06/01/2014
Banco do Overdraft
IENNE 25% Brasil facility 17,530 None 4,383 02/03/2014
Banco da Bank credit
IEMadeira 51%  Amazdnia note 281,855 Bank guarantee 143,746 06/30/2016
FINEM and
IEMadeira 51% BNDES PSI 1,782,852  Bank guarantee 909,255  06/30/2016
Infrastructure
IEMadeira 51% Ital/BES debentures 376,552 Guarantee 192,042 03/18/2025
IEGaranhuns 51% HSBC Debentures 198,467 Guarantee 101,218 04/15/2014

CTEEP has given guarantee for bank guarantee agrgsrand BNDES financing agreements, limited to its
stake in the subsidiaries.

The BNDES agreements and debentures of the subegliand jointly-controlled entities contain restitie

covenants that require them to meet financial sasionilar to those mentioned in item a (i) and, @hd cross
default clauses that stipulate that the accelenatairity of CTEEP’s debts triggers the acceleratedurity of

these debts.

18. Debentures

Consolidated

Restated

Maturity Quantity Charges 2013 2012

1 series 12/15/2014 49,100 CDI+ 1.3%p.a. 162,518 325,959

2" series 12/15/2017 5,760 IPCA+8.1% p.a. 75,147 70,915
Single series 105.5% of CDI

CTEEP (i) 07/02/2014 70,000 p.a. - 726,476
Single series 116.0% of CDI

CTEEP (i) 12/26/2018 50,000 p.a. 499,975 -

737,640 1,123,350

Current 184,884 166,667

Noncurrent 552,756 956,683
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In December 2009, the subsidiary CTEEP issued ®4d@bentures in two series in the total amount548.6
million, whose funds began to be released in Jan2@t0.

. 1st series: The debentures mature annually at ndeoé the term of 5 years from the issue date, on
December 15, 2012, 2013 and 2014; and interesaits gemiannually, on June 15 and December 15 of
each year.

. 2nd series: The debentures will mature as follalusie 15, 2014, December 15, 2015, 2016 and 2047; an
interest is paid semiannually, on June 15 and Dbeeitb of each year.

The financial ratios set out in the indenture aket Debt/Adjusted EBITDA_< = 3.5 and Adjusted
EBITDA/Finance Income (Costs) > = 3.0, determinedacquarterly basis.

To date all requirements and restrictive covenaatout in the agreements have been properly niesatisfied
by the subsidiary CTEEP and its subsidiaries.

(i) In July 2012, the subsidiary CTEEP issued 70,000edeires in a single series, in the total amount of
R$700.0 million, which was fully paid in advanceDacember 30, 2013.

(i) In December 2013, the subsidiary CTEEP issued B0d#bentures in a single series, in the amount of
R$500.0 million. The debentures will mature annualh December 26, 2016, 2017 and 2018; and interest
is paid semiannually beginning June 26, 2016. Tim@ntial ratios specified in the indenture are thene
as established in the BNDES agreements (note 1(r) @)d (ii)).

The long-term portion matures as follows:

Consolidated

2013 Restated 2012
2014 - 905,509
2015 17,580 17,058
2016 184,245 17,058
2017 184,269 17,058
2018 166,662 -
552,756 956,683
Changes in debentures are as follows:
Balances in 2011 557,853
Additions 700,000
Repayment of principal (163,667)
Payment of interest (53,931)
Interest, inflation adjustment and exchange rate
changes 83,095
Balances in 2012 1,123,350
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Additions 500,000
Repayment of principal (863,667)
Payment of interest (142,779)
Interest, inflation adjustment and exchange rate

changes 120,736
Balances in 2013 737,640

Taxes and social security obligations

Company Consolidated

2013 2012 2013 2012

Income tax 418 368 665 82,188
Social contribution - - 160 30,419
COFINS (tax on revenue) 5,746 - 10,323 8,810
PIS (tax on revenue) 1,248 - 2,241 1,910
Scholarship program - - 36 166
INSS (social security tax) 17 21 5,402 5,764
ISS (service tax) - 6 2,530 3,141
Other 3 4 6,205 7,053
7,432 399 27,562 139,451

Taxes in installments — Law 11941

Due to matters related to the completion methosl stibsidiary CTEEP has rectified the StatemenedeFal Tax
Debts and Credits (DCTF) from 2004 to 2007, caklindpa debt relating to PIS and COFINS. In ordeséttle
the debt, the subsidiary CTEEP joined the Tax Destallment Payment Program introduced by Law 11941
May 27, 2009, and paid R$141,162 in cash on NoverBbe 2009, eligible to the benefit of reductionfivfe
and interest in the amount of R$42,257. The remgibialance is being paid in 180 monthly installreesihce
November 2009.

On June 30, 2011, the subsidiary CTEEP consoliddtedax debts with the Federal Revenue Service and
elected for the installment payment in 180 monthsalculate the installments to be paid beginnimgeJ30,
2011. The prepayments made from November 30, 2009/ay 31, 2011 were deducted from the total
installments, corresponding to 19 installments aye paid. After the deduction of prepayments, 161
installments were generated for payment beginnimgeJ30, 2011, the first installment in the amoufit o
R$975, subject to inflation adjustment based oratteumulated SELIC rate as from December 2009.

Changes in the years ended December 31, 2013 dr2da?8 as follows:

2013 2012

Opening balance 155,455 157,509
Inflation adjustment on debt 8,818 10,725
Payments made (13,531) (12,779)
150,742 155,455

Current 13,915 13,137
Noncurrent 136,827 142,318
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Deferred PIS and COFINS

Consolidated

Restated

2013 2012

Deferred PIS 21,019 15,105
Deferred COFINS 96,841 69,600
117,860 84,705

Deferred PIS and COFINS refer to construction reesnand finance income determined on the constructi
financial asset of the subsidiary CTEEP. Paymemhdsle upon the effective billing of the Allowed Arai
Revenue (RAP) and amortization of the financiakass

Regulatory charges payable

Consolidated

2013 Restated 2012

Research and Development (i) 65,742 61,408
Energy Development Account (CDE) 504 2,556
Fuel Consumption Account (CCC) - 1,203
Global Reversal Reserve (RGR) (ii) 6,684 12,641
Alternative Electric Power Sources Incentive Pray(2 ROINFA) 1,257 1,697
ANEEL inspection fee 499 307
74,686 79,812

Current 38,666 40,344
Noncurrent 36,020 39,468

(i) CTEEP and its subsidiaries recognized liabilitielting to amounts already billed in tariffs (1%tbé
net operating revenues) but not invested yet in Rlesearch & Development Program, adjusted on a
monthly basis, as from the 2nd month following riégognition until effective realization, based dme t
SELIC rate, as set forth in ANEEL Resolutions 3@®2 and 316/2008. The balances of projects will be
settled when each project is completed.

(ii) Pursuant to article 21 of Law 12783, beginning dapul, 2013, power transmission companies with
concession arrangements extended as set fortheirafitrementioned law are not required to pay the
annual RGR amount. For the subsidiary CTEEP, thvigion of said law applies to Arrangement
059/2001.As at December 31, 2013, the RGR balance payalfiéesrto the difference payable for 2011
and 2012.

55



23.

@)

(Convenience Translation into English from the Original Previousbetsén Portuguese)

ISA CAPITAL DO BRASIL

Notes to the financial statements
for the years ended December 31, 2013 and 2012
In thousands of Brazilian reais, unless otherwise stated

Provisions
Company Consolidated
Restated
2013 2012 2013 2012
Vacation and related taxes 20 19 19,616 19,594
Profit sharing - - 8,401 7,863
Contingencies (a) - - 127,898 120,882
20 19 155,915 148,339
Current 20 19 28,017 27,457
Noncurrent - - 127,898 120,882

Provision for contingencies

Contingencies are assessed on a quarterly basidasxified based on the likelihood of loss, asashbelow:

Consolidated

2013 2012

Labor (i) 103,234 108,331
Civil 15,855 3,474
Tax — IPTU (ii) 7,042 7,506
Social security — INSS (iii) 1,767 1,571
127,898 120,882

0] Labor

The subsidiary CTEEP assumed the responsibilitycéstain lawsuits in different courts, mainly amigifrom
partial spin-off processes of CESP and EPTE. Thsidiary CTEEP has escrow deposits for labor latssui
the amount of R$65,511 (R$65,497 as at Decembe2@D), as described in note 13.

(i) Tax-IPTU

The subsidiary CTEEP recognizes a provision to ctive debts to the government of various municiigsliin
the State of Sdo Paulo, relating to area regulisizéawsuits, in the amount of R$7,042.

(i)  Social security - INSS

On August 10, 2001, the subsidiary CTEEP was matifiy the National Institute of Social Security @8) due
to its failure to pay contributions on compensatigraid to employees, as meal ticket, breakfast] ftaples
basket and transportation ticket, from April 19990 July 2001. CTEEP’s Management filed a defense and
currently the escrow deposit for this lawsuit tetal R$1,226 (note 13).
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(iv)  Changes in provisions for contingencies:

Consolidated

Tax - Social
Labor Civil IPTU security- ANEEL Total

INSS
Balances in 2011 87,807 3,347 7,608 1,439 1,643 101,844
Recognition 36,697 2,349 2,341 - - 41,387
Reversal / payment (18,194) (2,486) (2,915) - (1,698)  (25,293)
Adjustment 2,021 264 472 132 55 2,944
Balances in 2012 108,331 3,474 7,506 1,571 - 120,882
Recognition 11,148 15,273 - - - 26,421
Reversal / payment (21,019) (4,454) (1,227) - - (26,700)
Adjustment 4,774 1,562 763 196 - 7,295
Balances in 2013 103,234 15,855 7,042 1,767 55 127,898

(b)  Lawsuits whose likelihood of loss is assessed asgible

CTEEP and its subsidiaries are parties to tax,rla@ma civil lawsuits whose likelihood of loss, bdsen the
opinion of their legal counsel, is assessed asilplesgor which no provision was recognized, in #&imated
amount of R$171,001 as at December 31, 2013 (R$B85¢8 at December 31, 2012), mainly labor and tax
lawsuits totaling R$141,886.

Classification Quantity Total
Labor 260 29,712
Civil 18 29,115
Tax — CSLL tax loss carryforwards (i) 1 19,348
Tax — MANAD (ii) 1 16,296
Tax — Goodwill amortization (iii) 1 59,339
Tax — IRPJ and CSLL (iv) 1 15,448
Tax — Other 19 1,743
171,001

0] Tax — CSLL tax loss carryforwards

Lawsuit arising from a tax assessment notice issne2007, in connection with the failure to confirtime
social contribution tax loss carryforwards, arisingm the balance sheet of partial spin-off of CEBEnding
judgment by the Administrative Board of Tax Appe@lARF).

(i)  Tax—-MANAD

Lawsuit arising from a tax assessment notice issnethe Federal Revenue Service in 2011, in viewhef

compliance with the accessory obligation relatingthie delivery of digital files, related to the tngtion
Guide of Digital Files (MANAD). Pending judgment appeal.
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(i)  Tax — Goodwill amortization

Lawsuit arising from a tax assessment notice isdnethe Federal Revenue Service in 2013, in viewhef
goodwill paid by ISA on the acquisition of CTEEPastholding control. Pending judgment by the Rediona
Judgment Office.

(iv) Tax-IRPJand CSLL

Refers to the offset request filed by the CompanyMay 2003, related to income tax and social
contribution loss carryforwardd@Y 2002) amounting to R$16.9 million offset agaimcome tax and social
contribution debts, determined in the months of January to M&@@3, which was partially granted.
Pending judgment by thadministrative Board of Tax Appeals (CARF).

Lawsuits whose likelihood of loss is assessed apme
(v)  Collection lawsuit filed by Eletrobras against Eletopaulo and EPTE

In 1989 Centrais Elétricas Brasileiras S.A. - ELEJBRAS filed an ordinary collection lawsuit agaiE$¢tropaulo

- Eletricidade de S&o Paulo S.A. (currently Eletrdp Metropolitana Eletricidade de S&o Paulo S.A. -
“Eletropaulo”), relating to the balance of a finamr agreement. Eletropaulo did not agree with thfitation
adjustment criterion of the aforementioned finagcagreement and deposited in court the amountsithat
believed to be due. In 1999 a decision was hanidedh in connection with the aforementioned lawswhjch
sentenced Eletropaulo to pay the balance deterrin&d ETROBRAS

Under Eletropaulo’s partial spin-off protocol, wkeospin-off occurred on December 31, 1997 and which
resulted in the establishment of EPTE and otherpaonies, the obligations of any nature relating he t
actions performed up to the spin-off date shoulgdlely borne by Eletropaulo, except for the cogeincies
whose provisions were allocated to the merging camgs. In the case under discussion, at the datkeof
partial spin-off, there was no allocation to theTEHPof a provision for any such purpose, and it waslent to

the Management of CTEEP and its legal counsel ttiatresponsibility for the aforementioned contingen
should be solely borne by Eletropaulo. At the spiihelate, there was only the transfer to EPTE'stssf an
escrow deposit in the historical amount of R$4.08dmin 1988 by Eletropaulo, relating to the amatat
company believed to be payable to ELETROBRAS aslarize of the aforementioned financing agreement,
and allocation to the EPTE's liabilities of an ambequivalent to this balance.

Therefore, in view of Eletropaulo’s partial spirf-pfotocol, EPTE would be the owner of the transférasset and
Eletropaulo would be responsible for the contingkability relating to the amount claimed in courty
ELETROBRAS. In October 2001, ELETROBRAS executeal dicision relating to the aforementioned financing
agreement and charged R$429 million from Eletrapawld R$49 million from EPTE, and believed that EPT
would make the payment of that amount using thasaée§l funds of the aforementioned escrow depo3iEEP
has merged EPTE on November 10, 2001, and becanseitisessor of its obligations and rights.

On September 26, 2003, a decision handed down éturt of Justice of the State of Rio de Janeias w
published and excluded Eletropaulo from the executf the aforementioned decision. In light of Himve-
mentioned facts, ELETROBRAS filed on December If)®a special appeal to the Superior Court of deisthd
a special appeal to the Supreme Federal Courteép khe aforementioned collection relating to Blediulo.
Appeals similar to those of ELETROBRAS were filgd@TEEP.

On June 29, 2006, the Superior Court of Justice ammwoved the special appeal of CTEEP, in the sefise
reversing the decision handed down by the Courfustice of the State of Rio de Janeiro which exdud
Eletropaulo as the defendant in the execution adiiied by ELETROBRAS.
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Due to the aforementioned approval by the Supe@iourt of Justice, on December 4, 2006, Eletropaulo
offered motions to clarify, which were dismisse@@tling to the court decision published on April 2607,

as well as special and extraordinary appeals thheld the decision handed down by the Superior Caiur
Justice, which was made final and unappealable otol@r 30, 2008. In view of these decisions that
considered as unreasonable the Exception of Pretfipa offered by Eletropaulo, the execution action
brought by ELETROBRAS is in normal progress asiogatly proposed.

In December 2012, a decision that denied the takingvidence by the parties completing the phasero6f
for calculation of the award and declaring thattlpaulo is liable for the award payment, deductihg
amount deposited in courts relating to the consigmraction. In 2013 the decision was reversed fpeg
evidence preparation.

In connection with such debt and in light of forrddcuments relating to Eletropaulo’s partial spif)-o
CTEEP, based on Management’s and its legal counsginion, is the owner only of the escrow deposit
transferred to it as asset established in 1988 shondld proceed with the defense of such right.the other
hand, the subsidiary CTEEP did not recognize a ipton for contingency, which it believes should be
Eletropaulo’s responsibility and which, therefoig,being charged by ELETROBRAS and accepted by the
courts.

Payables — Fundacdo CESP

The subsidiary CTEEP sponsors supplementary peraionhealth care plans managed by Fundacdo CESP
which, together with the administrative costs & fhnd, amount to R$6,091 at December 31, 2013 ,@266at
December 31, 2012), relating to monthly installnsguelyable as contribution to the fund.

Plan “A” — supplementary pension

Governed by State Law 4.819/58, applicable to eyg#e hired through May 13, 1974, it offers retiratmend
pension benefits, bonus leave and family allowafit® funds necessary to cover the charges under@an
are the responsibility of the competent bodieshef $tate Government of Sdo Paulo, therefore, vathisk and
additional cost to CTEEP (note 36).

Plans “B” and “B1” — supplementary pension

Plans “B” and “B1”, governed by Law 6435/77 and mged by Fundacdo CESP, are sponsored by the
subsidiary CTEEP and offer supplementary retirenaguit pension benefits, whose reserves are detetroima
funded basis.

The so-called Plan “B” refers to the Proportionapflemental Settled Benefit (BSPS), calculatedt &3eaember
31, 1997 (CTEEP) and March 31, 1998 (EPTE), acogrtl the effective bylaws, and its actual finaheiad
economic balance was determined at that time. Theadal annual technical result of such plan @efor
surplus) is the responsibility of the subsidiaryEEP.

On January 1, 1998 (CTEEP) and April 1, 1998 (ERTHan “B1” was implemented, establishing equal
contributions and responsibilities among CTEEP #uedplan participants, so as to maintain the adinahcial
and economic balance of the plan. This plan offetsement and pension benefits to its employeasnér
employees and related beneficiaries so as to sugpiethe benefits offered by the official governingian. The
plan’s main feature is the mixed model, consisth@0% defined benefit and 30% defined contributiom the
retirement date, the Defined Contribution Benelfiffbecomes the Defined Benefit Plan. Plans “B" ‘@1 were
financially merged and transformed into PSAP Plransmissao Paulista.
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(c) PSAP Plan - Transmissdo Paulista

On January 1, 2004, the plans sponsored by thedsatysCTEEP, as well as those of the liquidated EPwere
financially merged and the individual featurestod tespective plans were maintained and resultéaei® SAP
Plan - Transmisséo Paulista.

In 2013 there was no significant change in the remalb participants in the plans and assumptiongiadoby the
subsidiary CTEEP.

(d)  Actuarial valuation

The projected unit credit method was adopted feritlilependent actuarial valuation of the PSAP penglans

of the subsidiary CTEEP. The actuarial report atddeber 31, 2012 shows an actuarial asset in theistnod
R$20,887 which was not recorded due to the unceytaiegarding the recovery of such asset through
reimbursements deriving from the plan or reduciioriuture contributions. The actuarial report atcBmber
31, 2013 does not show any actuarial asset ofitiabi

Based on the actuarial reports, the main economicfimancial information in accordance with CPC &3
CVM Resolution 600 (IAS 19) are as follows:

0] Reconciliation of assets and liabilities

2013 2012
Fair value of plan assets (ii) 2,845,070 3,290,144
Present value of the defined benefit obligation (ii (2,102,790) (2,678,356)
Actuarial surplus 742,280 611,788
Asset recognition restriction (742,280) (590,901)
Net asset - 20,887
(i)  Changes in plan assets
2013 2012
Fair value of the assets at the Inning of the yea 3,290,14. 2,684,58
Employer’s contributions 2,452 2,288
Employees’ contributior 3,01« 3,35:
Return on investments (319,082) 716,481
Benefits paid (131,458) (116,560)
Fair value of the assets at the end of the ye#i) 2,845,070 3,290,144
(i)  Changes in actuarial liability
2013 2012
Present value of the net actuarial obligation atlibginning of the ye 2,678,35! 2,008,16:
Current service ca 2,09z 1,69
Interest costs 248,562 205,254
Participants’ contributior 3,01« 3,35:
Actuarial gain/loss (697,776) 576,444
Benefits paid (131,458) (116,560)
Present value of the net actuarial obligationtahe end of the year (i) 2,102,790 2,678,356
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(iv)  Plan participants (number of persons)

2013 2012
Active 1,426 1,504
Inactive

Retirees 2,000 1,928
Retirees for disability 40 37
Pensioners 122 109
2,162 2,074
3,588 3,578

(v)  Actuarial assumptions used
2013 2012
Discount rate of the present value of the actudighllity (nominal) 11.50% 9.50%
Future salary increase rate (nominal) 6.30% 6.80%
Adjustment rate for life annuity benefits 4.75% 5.20%
General mortality table AT-83 AT-83
Disability entry table Light-Fraca Light-Fraca
Disabled mortality table AT-49 AT-49

Special obligations — Reversal/Amortization

The balance of R$24,053 at December 31, 2013 refetbe funds deriving from the reversal reserve,
amortization and portion retained in the subsid@mMEEP of the monthly amounts of the Global Reversa
Reserve (RGR) relating to investments in the exjpanef the electric power services and repayment of
borrowings taken for the same purpose, which oecuithrough December 31, 197ccording to ANEEL
Decision, the subsidiary CTEEP pays 5% on the vesamount as interest. The settlement method afethe
obligations is not determined by the Concessiom€rra

Equity
Share capital

ISA Capital was incorporated on April 28, 2006 dévated liability company and, on September 290&0it
was converted into a joint stock company.

On March 9 and 19, 2010, the Company made two aapitreases with issuance of redeemable preferred
shares at the price of R$2.020731 per share, wilemption from April 12, 2013 to April 9, 2016, whiwere
fully subscribed and paid up by HSBC Finance (By&siA. Banco Mdltiplo, as follows:

At the Extraordinary General Meeting held on Ma#;t2010, according to the terms of the Board oEEtiors’
proposal dated March 8, 2010, an increase in tapaay’s capital was approved in the amount of RI320,
of which R$420 was destined to the share capitdl R$839,580 to the capital reserve, with creatiod a
issuance of 415,691,162 redeemable preferred sha@eibuted in 13 classes, with cumulative fixeasidend
rights, which were subscribed and paid up at the mesa date,
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0] thereby increasing the share capital of the Comdamm R$839,778 to R$840,198, represented by
1,256,316,162 shares. The same meeting approveduation in mandatory dividend from 25% to 1%
and an amendment to the Company'’s bylaws; and

(ii) At a meeting held on March 19, 2010, the Board wé&ors approved a new capital increase for the
Company within the limit of its authorized capitalith issuance of 178,153,342 redeemable preferred
shares distributed in 13 classes, with cumulativedf dividend rights, in the total amount of
R$360,000, which were subscribed and paid up asdnee date. Of that amount, R$180 was destined
to the share capital and R$359,820 to the capésé¢rve. Thus, the share capital of the Company
increased from R$840,198 to R$840,378, represdntdd398,838,834 shares.

(iii) Subsequently, on May 14, 2010, shareholder HSB@rfeie (Brasil) S.A. Banco Mdltiplo, which
owned the 593,844,504 preferred shares issuedeb@admpany, sold 50% to Banco Votorantim S.A.

(iv) As set forth in the schedule of redemption of pmefé shares, in 2013 a total of 106,892,010 preferr
shares were redeemed.

Thus, the subscribed and paid-in capital of the gamy at December 31, 2013 totals R$840,378 and is
represented by 840,625,000 common shares and 438%bpreferred shares, as follows:

Number of Number of

common preferred
Shareholder shares shares Total %
Interconexiéon Eléctrica S.A ESP 840,624,999 - 840,624,999 63.32%
Board of Directors’ members 1 - 1 -
HSBC Finance (Brasil) S.A. Banco Mdiltiplo - 243,476,247 243,476,247 18.34%
Banco Votorantim S.A. - 243,476,247 243,476,247 18.34%
Total 840,625,000 486,952,494 1,327,577,494 100.00%

(b)  Allocation of profits

Article 35° of the Company’s bylaws provides forndatory dividends equivalent to 1% of the profit fbe
year adjusted according to article 202 of Law 6464Hestined to redeemable preferred shares uptarhount
equivalent to Cumulative Fixed Dividends to whiblede shares are entitled to.

The cumulative fixed dividends are calculated aadipn a quarterly basis as determined by articté e
bylaws. Based on the profit for 2013 of R$25,608 am the balance of the earnings retention resehee,
Company paid cumulative fixed dividends of R$96,2h2edeemable preferred shares.

Also pursuant to article 35° of the bylaws, an antoeiquivalent to 100% of the profit remaining aftee
recognition of the legal reserve, within legal lispiand payments of mandatory dividends and cuialdiked
dividends on preferred shares, shall be transfeiatie earnings reserve until this reserve egb@® of the
amount redeemable related to redeemable prefehaks plus 120% of cumulative fixed dividends and/o
amounts related to due and unpaid redemptionsedéped shares. Allocation is made on an annuasbas

Thus, in conformity with article 35 of the bylawhe profit for the year will be allocated as follew
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Allocation of profits

2,013 2,012
Profit for the year 25,603 143,775
Recognition of legal reserve - i
Calculation basis for dividends 25,603 143,775
Mandatory dividends paid (256) (1,438)
Cumulative fixed dividends paid (347) (85,139)
Cumulative fixed dividends to be paid in January201 (25,000) -
Cumulative fixed dividends paid in January 2013 - (21,334)
Total dividends paid out of the profit for the year (25,603) (107,911)
Cumulative fixed dividends paid out of the earninggetention (70,609 )
reserve
Total cumulative fixed dividends paid (96,212) (107,911)
Recognition of remaining earnings retention reserve (35,864)

Cumulative fixed dividends

Article 35° of the Company’s bylaws provides for mdatory dividends equivalent to 1% of the profit the
year adjusted according to article 202 of Law 6Z64Hestined to redeemable preferred shares upetarhount
equivalent to Cumulative Fixed Dividends to whibtlese shares are entitled to.

The cumulative fixed dividends are calculated aa®ipn a quarterly basis as determined by artictd e
bylaws.

The Board of Directors passed a resolution to itiste cumulative fixed dividends to the preferrédreholders,
HSBC Finance (Brasil) S.A. Banco Mdltiplo and Banéatorantim S.A., relating to fiscal year 2013,sh®wn
below:

Payment Amount Amount per share R$ Shares Resolution FY
04/12/2013 24,916 0.041958 558,213,834 04/12/2013 2013
07/04/2013 20,993 0.037607 558,213,834 07/04/2013 2013
10/04/2013 25,303 0.042607 558,213,834 10/04/2013 2013
01/06/2014 25,000 0.051339 558,213,834 01/06/2014 2013

Total 96,212

Dividends and interest on capital of subsidiary CTEP

The subsidiary’s bylaws provides for the paymenimafndatory dividends corresponding to 10% of thatah
equivalent to R$200,000, limited to the balancerofit after the recognition of the legal reserve.

On December 20, 2013 by means of a Notice to Sbitets, the subsidiary CTEEP distributed interest o
capital in the amount of R$200,000. Thus, on Decan®i, 2013, ISA Capital recognized within its aous
receivable the amount of R$75,611, the receiptiitivoccured on January 30, 2014.

Capital reserve

After the above-mentioned resolutions of March @ &8, 2010, the balance of the capital reservelatoaf the
Company at December 31, 2012 is R$1,199,400. Timguat, according to the schedule of redemption, lvél
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used to redeem redeemable preferred shares distlibu13 classes, and can also, pursuant to trelsbiders’
agreement and Brazilian Corporate Law 6404/76 naanaed, be used to pay dividends on redeemablerpzédf
shares.

In 2013, a total of 106,892,010 redeemable predesteares of classes A, B and C issued by the Coynpare
redeemed, amounting to R$216,000. Said preferraceshwere cancelled and the respective amountfpaid
redemption was fully debited to the capital reseaeeount. Accordingly, the balance of the capitserve
account at December 31, 2013 was R$983,400.

) Goodwill on equity transaction

After the subscription of CTEEP shares in Decendlfdrl, relating to the capital increase of 2011,Gbenpany
determined a gain on the variance in equity intsre€TEEP and also a loss on the share’s valuelation to

its book value, resulting in a loss of R$7,488.eAftleducting the amount of R$20 on account of #he sf 920
CTEEP shares in June and July 2012, the balandbeoficcount is R$7,468. This amount can be realized
through any sale of CTEEP shares.

() Earnings reserves

12/31/2013 12/31/2012

Legal reserve (i) 5,881 5,881
Earnings retention reserve (ii) (note 26.b) 54,884 125,493
60,765 131,374

0] Legal reserve

An amount of 5% of the profit for the year, befeney allocation, shall be transferred to this resenp to the
limit of 20% of the share capital. In the year ihigh the balance of the legal reserve plus thetalapgserve
amounts set forth in paragraph 1 of article 18thefBrazilian Corporate Law exceeds 30% of theeshapital, the
transfer of a portion of the profit for the yeathe legal reserve is no longer required.

(ii) Earnings retention reserve

The portion of the profit for the year remainingesfpayments of cumulative fixed dividends on redakle
preferred shares shall be transferred to this vesevithin the limits established by the Compartyytaws.
While there are redeemable preferred shares odistrthis reserve shall be used only to pay cutivadixed
dividends on redeemable preferred shares andpifcaple, also to redeem redeemable preferred shar@013
the amount of R$70,609 was used to pay cumulaieel fdividends.

(h)  Earnings per share

Basic earnings per share are calculated usingt @itfibutable to the controlling shareholders andcontrolling
interests, based on the weighted average numbeorafmon and preferred shares outstanding in theaefe
period.
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27. Net operating revenue
27.1 Breakdown of net operating revenue
Consolidated
Restated
2013 2012
Gross revenue
Construction (a) (note 8) 267,908 208,081
Operation and maintenance (a) (note 8) 586,599 592,276
Finance income (b) (note 8) 242,654 1,467,278
Rents 14,851 14,423
Services 6,333 5,123
Total gross revenue 1,118,345 2,287,181
Taxes on revenue
COFINS (82,601) (79,728)
PIS (17,931) (17,295)
ISS (376) (295)
(100,908) (97,318)
Regulatory charges
Fuel Consumption Account (CCC) (892) (41,155)
Energy Development Account (CDE) (9,116) (34,803)
Global Reversal Reserve (RGR) (2,677) (59,396)
Research & Development (6,456) (20,325)
Alternative Electric Power Sources Incentive Progra
(PROINFA) (17,128) (19,186)
(36,269) (174,865)
981,168 2,014,998

(@)
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The table below shows the profit or loss and sHata used to calculate basic earnings per share:

12/31/2013 12/31/2012
Basic earnings
Profit for the year — R$ thousand 25,603 143,775
Weighted average number of shares
Common 840,625,000 840,625,000
Preferred 486,952,494 593,844,504

Total basic earnings per share - R$

Construction and O&M services

1,327,577,494

1,434,469,504

The revenue from construction services under theig®e concession arrangement is recognized based on
costs incurred. O&M revenues are recognized in peeiod in which services are provided by the
subsidiary CTEEP. When CTEEP provides more thanseneice under a service concession arrangement,
the compensation received is allocated by referetcethe fair values of the services delivered.
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Finance income

Interest income is recognized at the effectiverggerate on the outstanding principal. The effecinterest rate
is the rate that exactly discounts the estimatddréucash receipts through the expected usefuldif¢he
financial asset in relation to the initial carryiamount of this asset.

Periodic review of the Allowed Annual Revenue (RAP)

Under the concession arrangements, through ANEE&ryefour and five years after the date of exeautid

the arrangements, ANEEL can perform the periodideng of RAP on power transmission, in order to

achieve reasonably priced tariffursuant to the "5 Addendum to Concession Arrangement 059/2001
signed on December 4, 2012, the next tariff reviei take place in July 2018. The revenue related t

concession arrangement 143/2001 is not subjecptriadic review.

The periodic review comprises the adjustment ofévenue upon determination of the following:

a) regulatory compensation basis for RBNI;

b) efficient operating costs;

c¢) optimal capital structure and definition of t@mpensation of transmission companies;
d) identification of the amount to be considerediaasf reduction - Other revenues.

The first tariff review of IEMG was established Resolution 1299 of June 19, 2012, reducing the vidid
Annual Revenue (RAP) by 5.0%, effective July 1,201

The first tariff review of IENNE was established BRgsolution 1540 of June 18, 2013, reducing thevkdid
Annual Revenue (RAP) by 8.9%, effective July 1,201

The last tariff review of EVRECY was established Rgsolution 1538 of June 18, 2013, reducing thevidid
Annual Revenue (RAP) by 16.0%, effective July 1120

Variable Portion (PV) and Addition to RAP

Regulatory Resolution 270 of July 9, 2007 regulates Variable Portion (PV) and Addition to RAFhe
Variable Portion is the discount on the RAP of smission companies due to the unavailability or
operational restriction of the facilities comprigithe Basic GridThe Addition to RAP is the amount to be
added to the revenue of transmission companiesascantive for improving the availability of tramgssion
facilities. They are recognized as revenue and&¥@evenue reduction in the period in which theyoc

Regulatory Resolution 512 of October 30, 2012 aradri®egulatory Resolution 270/07, by including peaph 3
in article 3, which extinguishes the Addition to RAor transmission functions covered by Law 12783R

Annual revenue adjustment

On June 26, 2012, Resolution 1313 was publishedstablish allowed annual revenues of CTEEP and its
subsidiaries for the availability of the transmissifacilities comprising the Basic Grid and othemsmission
facilities, for a 12-month cycle, from July 1, 20tt2June 30, 2013. Thereafter, Resolution 1395axfdnber 11,
2012 was published to change the amounts set fiorBesolution 1313/12, and also to establish thawaid
annual revenues after Law 12783/2013.

Upon enactment of Law 12783/2013 and, correspohdingnder the 3" Amendment to Concession
Arrangement 059/2001, beginning January 1, 201R&E of saidagreement is R$568,178, which, net of PIS
and COFINS, totals R$515,621, pursuant to Interstenial Administrative Rule 579.

Subsidiary CTEEP’s RAP to be determined in twelftsn July 1, 2012 to June 30, 2013 is as follows:
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Concession
arrangement Basic Grid Other Transmission Facilities Total
Existing New Existing New
assets investments Bid Adjustment assets investments  Adjustment
059/2001 —in
effect
Dec/12(*) 647,245 176,038 - (22,066) 187,342 64,202 4,829 1,057,590
059/2001 —in
effect Jun/13
* 197,293 - - (22,066) 86,795 - 4,829 266,851
143/2001 - - 16,604 (667) - - - 15,937
844,538 176,038 16,604 (44,799) 274,137 64,202 9,658 1,340,378

CTEEP’s and its subsidiaries’ RAP to be determiineslelfths from July 1, 2012 to June 30, 2013ddalows:

Concession

arrangement Basic Grid Other Transmission Facilities Total
Existing Existing New
assets New investments Bid Adjustment  assets investments Bid Adjustment
059/2001 — in
effect
Dec/12(*) 647,245 176,038 - (22,066) 187,342 64,202 - 4,829 1,057,590
059/2001 - in
effect Jun/13
*) 197,293 - - (22,066) 86,795 - - 4,829 266,851
143/2001 - - 16,604 (667) - - - - 15,937
004/2007 - - 14161 (594) - - - - 13,567
012/2008 - - 6,739 418 - - 1,016 - 8,173
015/2008 - 3,671 12800 1,259 - 1032 314 20 19,096
018/2008 - - 3,292 - - - 40 - 3,332
026/2009 - - 21,554 (1,355) - - 4,903 - 25,102
020/2008 6,603 2,180 - (784) - 1,952 - (107) 9,844
851,141 181,889 75,150 (45,855) 274,137 67,186 6,273 9,571 1,419,492

(*)Due to the extension of concession arrangemBatad01 (note 1.2), the amounts in the table censltk RAP
proportion according to the amounts prevailinghie televant period. For the period from July to &aber 2012,
the annual RAP proportion of R$2,131,115 was takém consideration, and from January to June 2@18,
annual RAP proportion of R$568,178, which net & Bhd COFINS totals R$515,621.

On June 27, 2013, Resolution 1595 was publishegstablish the allowed annual revenues of CTEEPItand
subsidiaries for the availability of the transmigsifacilities comprising the Basic Grid and othemsmission
facilities, for a 12-month cycle, from July 1, 20tt8June 30, 2014.

Pursuant to Resolution 1595, CTEEP’s RAP (arranggsn®43 and 059/2001), net of PIS and COFINS, which
was R$531,558 at January 1, 2013, increased to R$5@ at July 1, 2013, an increase of R$10,498.@¥62
CTEEP’s and its subsidiaries’ RAP, which was R$6T0,at January 1, 2013, increased to R$630,159atl]
2013, an increase of R$19,487 or 3.2%.

CTEEP’s RAP, net of PIS and COFINS, to be deterthimetwelfths from July 1, 2013 to June 30, 20143$s
follows:
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Concession
arrangement Basic Grid Other Transmission Facilities Total
Existing New Existing New
assets investments Bid Adjustment assets investments  Adjustment
059/2001 375,750 17,289 - (33,978) 161,360 9,849 (5,318) 524,952
143/2001 - - 17,636 (532) - - - 17,104
375,750 17,289 17,636 (34,510) 161,360 9,849 (5,318) 542,056

CTEEP’s and its subsidiaries’ RAP, net of PIS @@FINS, to be determined in twelfths from July 013 to
June 30, 2014 is as follows:

Concession
arrangement Basic Grid Other Transmission Facilities Total
Existing New Existing New
assets investments Bid Adjustment assets investments Bid Adjustment
059/2001 375,750 17,289 - (33,978) 161,360 9,849 - (5,318) 524,952
143/2001 - - 17,636 (532) - - - - 17,104
004/2007 - - 15082 (446) - - - - 14,636
012/2008 - - 7,178 111 - 635 1,082 3) 9,003
015/2008 - 3,909 13,632 (1,100) - 1,100 334 1) 17,874
018/2008 - - 3,507 (6) - - 42 - 3,543
021/2011 - - 3,575 - - - 1,311 - 4,886
026/2009 - - 22,957 1,162 - - 5,221 - 29,340
020/2008 - 8,214 - (1,045) - 1,743 - (91) 8,821
375,750 29,412 83,567 (35,834) 161,360 13,327 7,990 (5,413) 630,159

Costs of construction and O&M services and generand administrative expenses

Company Consolidated

Restated

2013 2012 2013 2012

Total Total Costs Expenses Total Total
Personnel (2,015) (1,864) (211,692) (50,559) (262,251) (250,970)
Services (1,326) (1,402) (173,574) (41,530) (215,104) (234,148)

Depreciation and amortization of

inte?ngible assets (notes 14 and 15) ©) (11) ) (7.348) (7.348) (4,984)
Materials - - (147,496) (1,136) (148,632) (207,197)
Leases and rents (284) (288) (8,664) (5,984) (14,648) (15,231)
Contingencies - - - (51,056) (51,056) (44,317)
Other (86) (83) (22,508) (5,008) (27,514) (47,154)
(3,720) (3,648) (563,934) (162,619) (726,553) (804,001)

Of the costs shown above, the subsidiary CTEEP'ssitoction costs totaled R$198,821 in 2013 and
R$135,509 in 2012Consolidated construction costs totaR$243,766 in 2013 and R$182,846 in 20TRe
respective construction revenue, as shown in nété, 2s calculated by applying PIS and COFINS rateshe
investment cost. For subsidiaries in the preopmyagiage, general and administrative expensesdaedao the
investment cost. The projects provide for suffitigrargin to cover construction costs.
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Finance income (costs)

Company Consolidated
Restated
2013 2012 2013 2012
Income
Income from short-term investments 21,497 35,383 118,665 60,840
Interest income 3,497 2785 79,076 10,194
Mark-to-market (international CCB and
; - - 2,471 -
Commercial Paper)
{g(erest (Selic rate) on recoverable income 2225 2178 2225 2178
Inflation adjustments - 329 66,105 46,021
Exchange rate changes 22,533 18,537 22,533 18,537
Exchange rate changes (International CCB i i 30,183 37.579
andCommercial Paper)
Swap (International CCB ar@ommercial i i 29 606 47,764
Paper)
Other - - 3,167 1,704
49,752 59,212 354,031 224,817
Costs
Interest on borrowings (6,056) (5,456) (50,080) (65,904)
Interest expenses - - (10,087) (12,105)
Charges on promissory notes - - (1,115) (51,141)
Charges on debentures - - (98,118) (79,294)
Charges (International CCB a@bmmercial i i (4,787) (8,762)
Paper)
Mark-to-market (International CCB and
: - - - (3,212)
Commercial Paper)
IRRF on interest remittance (902) (785) (902) (785)
PIS on interest on capital (1,248) (798) (1,248) (798)
COFINS on interest on capital (5,746) (3,675) (5,746) (3,675)
Inflation adjustments (14,455) (19,967) (14,455) (19,967)
Exchange rate changes (24,525) (19,734) (24,525) (19,734)
Exchange rate changes (International CCB i i (38,326) (62,707)
andCommercial Paper) ' '
Swap (International CCEECB and
. - - 33,541 28,452
Commercial Paper) ( ) ( )
Other (46) (32) (2,109) (3,408)
(52,978) (50,447) (285,039) (359,944)
(3,226) 8,765 68,992 (135,127)

Foreign borrowings at the year-end resulted inteerpense from exchange rate changes of R$8,1425(R&3
in 2012) and charges of R$4,787 (R$8,762 in 2018 swap adjustment generated a net expense 098553,
(income of R$19,312 in 2012).

The subsidiary CTEEP has two transactions to raidereign funds as  follows:
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The international CCB transaction with Banco ItaBABresulted at the year-end in a net income from
exchange rate changes of R&L1 (expense oR$10,718in 2012), charges oR$1,648 (R$5,048n 2012)
and the mark-to-market gerated income dR$1,196(R$542 in 2012)The swap adjustment resulted in a net
expense of R$4,934 (income of R$8,390 in 2012108.5% of the CDI. The transaction was settled qnilA
26, 2013.

The borrowing under Law 4131 from Banco JP Morgzsulted at the year-end in a net expense from egeha
rate changes of R$10,154 (R$14,410 in 2012) andjebaf R$3,139 (R$3,714 in 2012) and the mark-aoket
generated income of R$1,275 (expense of R$3,75D12).The swap adjustment resulted in a net incofne
R$999 (R$10,922 in 2012), at 98.3% of the CDI. Tramsaction was settled on October 21, 2013.

Other operating income (expenses)

Company Consolidated
Restated
2013 2012 2013 2012
Income
Amortization of loss - IEMG - - - 2,437
Adjustment of accounts receivable
based on the New Replacement
Value — Existing Services (SE) i i i 4,444,510
(note 8) (ii)
Other - 15 - 10,579
- 15 - 4,457,526
Expenses
mgt'ﬁago)” of concession right (68,504) (162,649) (68,504) (191,481)
Provision for write-down to cost —
Existing Services (SE) (note 8) - - - (1,535,319)
(iii)
Write-off of accounts receivable - -
from construction services — SE - (2,724,622)
(note 8) (i)
Write-off of inventory — investment - -
) y - (87,072)
Losses from unrecoverable assets - - (531,679) -
Other - - 1 (23,798)
(68,504) (162,649) (600,182) (4,562,292)
(68,504) (162,634) (600,182) (104,766)
0] This refers to the write-off of accounts receivaliem construction services related to the estichate

revenue until July 2015, the end of the concesammangement in effect prior to Provisional Acts Sl 591,
in the amount of R$2,724,622.

(ii) Adjustment by reference to the New Replacement &abfi accounts receivable related to the
compensation for investments made and not amor{iXedv Investments — NI and Existing Services — 3it),
the amount of R$4,444,510.
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(iii) Recognition of a provision for writing down the stment in Existing Services (SE) to their cosbtén
8), in the amount of R$1,535,319.

(iv)  Write-off of amounts kept in the stock of materifls investment projects, in the amount of R$87,072

Income tax and social contribution

Current taxes

ISA Capital monthly calculates income tax and dodatribution on net income on the accrual basis.
At the end of 2013, the Company determined R$16pfI8irrent income tax and social contribution.

The income tax and social contribution expensesti®year can be reconciled with the book incomelksvs:

Company
Restated
2013 2012
Profit before income tax and social contribution 49,068 162,101
Statutory rates 34% 34%
Expected income tax and social contribution expense (16,683) (55,114)
Income tax and social contribution on permanerfedéhces
Interest on capital (note 26.d) (25,708) (16,440)
Amortization of concession right (23,291) (55,301)
Equity in subsidiaries 42,336 108,670
Deferred taxes from tax losses - -
Other (119) (1412)
Income tax and social contribution effective (23,465) (18,326)
Income tax and social contribution
Current (16,418) (12,821)
Deferred (7,047) (5,505)
(23,465) (18,326)
Effective rate 47.8% 11.3%
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Consolidated

Restated
2013 2012
Profit before income tax and social contribution (101,136) 1,035,242
Statutory rates 34% 34%
Expected income tax and social contribution expense 34,386 (351,982)
Income tax and social contribution on permanerietéhces - -
Interest on capital (note 26.d) 42,100 26,981
Loss on disposal of property, plant and equipment - (25,230)
Nondeductible loss - (12,233)
Realization of losses (1,634) -
Amortization of concession right (23,291) (55,301)
Reversal of the provision for maintenance of equntggrity 19,725 19,029
(note 11)
Equity in subsidiaries 59,649 21,807
Effec_t pf 'Fhe a_ldoptlon of the presumed profit regiby 11,290 4.648
subsidiaries (i)
Other 3,499 4,685
Income tax and social contribution effective 145,724 (367,596)
Income tax and social contribution
Current (71,974) (341,271)
Deferred 217,698 (26,325)
145,724 (367,596)
Effective rate 144.1% 35.5%

(i) Subsidiaries IEMG, Serra do Japi and Evrecy.

The tax rate used in 2013 and 2012 tax computali®l%, payable by legal entities in Brazil onahbe
income, as provided for by the relevant tax law.

(b)  Deferred taxes

In 2011 the Company recorded within assets the amofi R$53,000 related to Income Tax and Social
Contribution asset from tax loss carryforwards,dolasn forecasts of future profits that were notvimasly
expected. Due to the utilization of tax loss casryfards to reduce the calculation basis of taxaideme, the
Company recognized in 2013 the amount of R$7,04deférred income tax and social contribution. The
Company’s Management reviewed the amounts and &st&nto utilize until 2015 the balance of R$32,8870f
December 31, 2013, as shown below:
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Tax asset utilized annually 2014 2015 Total
Income tax - 23,932 23,932
Social contribution - 8,575 8,575

- 32,507 32,507

Additionally, the Company has R$192,284 as of Ddmem381, 2013 (R$191,775 as of December 31, 2012) of
tax assets from tax loss carryforwards, which westaccounted for since it is not yet probable thate tax
assets will be realized in the foreseeable future.

Deferred tax assets and liabilities are as follows:

Company Consolidated
Restated
2013 2012 2013 2012
Provision — S&o Paulo State
Finance Department - - 175,527
Provision for contingencies - - 43,485 41,100
Concession arrangement (ICPC 01) - - (38,797) (37,048)
Return of assets (ICPC 01) - - 16,063 51,930
Return of assets (i) - - (26,199) (85,079)
Deferred income tax from tax
losses 23,932 29,113 23,932 29,113
Deferred social contribution from
tax loss carryforwards 8,575 10,440 8,575 10,440
Derivative financial instruments - - - (18,383)
Other temporary differences - - 14,642 8,548
Net 32,507 39,553 217,228 621
Noncurrent assets 32,507 39,553 251,775 39,553
Noncurrent liabilities - - 34,547 38,932

(i) The subsidiary CTEEP recognized capital gain farparposes due to the return and sale of property,
plant and equipment items, as set forth in Law B2&8d fifth addendum to concession arrangement
059/2001, executed on December 4, 2012, in the amauR$250,231 (corresponding to R$497
for corporate purposgsBased on Decree Law 1598/77, capital gain canebegnized for purposes of
determination of taxable income proportionatelyhe portion of price received, if the receipt oftpar all
of the amount is higher than the current fiscalryeRortions received until December 31, 2013 éatal
approximately 69.4% of the total amount receivdbieNew Investments (NI) facilities.

CTEEP’s Management believes that the deferred iecaax and social contribution assets arising from
temporary differences will be realized proportietatto the contingencies and occurrence of the tsvirat
gave rise to the provisions for contingencies.

Assessing the impacts of Provisional A627
Provisional Act 627 of November 11, 2013 and FeldBevenue Service Instruction 1397 of September 16,
2013 introduced significant changes in federalrtd®s. The provisions of said Provisional Act aranaatorily

applicable as from calendar year 2015, with egplyliaation permitted as from calendar year 2014.

The subsidiary CTEEP will not early adopt said Bsimnal Act, since the distributions of dividendslanterest
on capital for the period in which the Transitioa@x Regime (RTT) was in effect do not significgndiffer
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from those which would have been distributed ifedetined in accordance with the accounting practices
prevailing at December 31, 2007. In view of thegé&amumber of proposed amendments, it is possildg th

before being signed into law, the Provisional Aztchanged. It was not possible to estimate anyppaiive

impacts of the changes.

Related-party transactions

The main balance and transactions with relatedegsaate as follows:

a) ISA CAPITAL

Nature of transaction

Consolidated

Short-term benefits *

Cash and cash equivalents
(note 6)

Short-term investments
(note 7)

Loans (notes 12 and 29)

Interest on capital (note
26.d)

b) Subsidiary CTEEP

Sublease

Provision of services

Related party

Key management
personnel

HSBC Finance
(Brasil) S.A.
Banco Mdltiplo

Banco Votorantim
S.A

Interconexion
Electrica

Internexa Brasil

Subsidiary
CTEEP

Subsidiary
CTEEP

IEMG

IENNE
Pinheiros
IESUL

Serra do Japi

Evrecy

Subsidiary
CTEEP

Pinheiros
IEMadeira

Serra do Japi

*Refers to management fees.

Restated
2013 2012 2012 2012
Income/ Income/
(expense  (expense
Assets  Liabilities Assets  Liabilities ) )
R - - - (2,015) (1,864)
1 - 1 - 4,864- (8,399)
15,992 - 101,062 - - -
55,764 - 48,645 - (1,784) (1,755)
- - 20,510 - 1,712) (1,029)
75,611 - - - - -
147,368 - 170,218 - (647) 3,751
(24) - (23) (327) (307)
6 - 5 - 84 75
8 - 8 - 105 102
13 - 121 - 146 217
5 - 6 - 61 61
12 - 71 - 150 255
5 - - - 41 -
49 (24) 211 (23) 260 403
- (12) - (10) (140) (120)
88 - 46 - 917 553
38 - 154 - 1,152 1,844
23 - 21 - 271 221
149 (12) 221 (10) 2,200 2,498
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Short-term benefits

The Company’s compensation policy does not inclpdst-employment benefits, other long-term benefits,
severance benefits or share-based compensation.

Sublease

The sublease agreement comprises the area occhyiekBA Capital and CTEEP’s subsidiaries in the
Company’s head office, as well as the apportionnntommon area management and maintenance fees,
among others.

Provision of services

In 2008 a service agreement was entered into witbsidiary CTEEP comprising accounting and tax
bookkeeping services, tax computation and payroit@ssing.

Loans

The agreement whereby the subsidiary CTEEP proyddd services in Pinheiros facilities came intoesiftf in
2011.

The agreement whereby thebsidiary CTEERrovides technical support consulting servicegtierowner’s
engineering service management, to be performelEbladeira and/or the companies engaged by it, came
into effect in 2011.

The agreement whereby the subsidiary CTEEP prov@i&® services in Serra do Japi facilities came into
effect in 2012.

These transactions are conducted under specifiditimms, negotiated among the parties under areagzat.

Financial instruments

Identification of the main financial instruments

Company Consolidated
Restated
2013 2012 2013 2012
Financial assets
Fair value through profit or loss
Cash and cash equivalents 61,472 127,324 65,742 436,927
Short-term investments 83,404 294,483 679,160 294,483
Derivative financial instruments
Current ) ) 63,455
Loans and receivables
Accounts receivable
Current - 749,388 2,425,203
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Noncurrent R i 3,218,954 3,387,374
Receivables — Sao Paulo State Finance Department
Noncurrent - ] 643,027 986,486
Due from subsidiaries - R -
Loans receivable
Current 55,764 20,510 55,764 20,510
Noncurrent - 48,645 - 48,645
Interest on capital and dividends receivable 76,61 - 75,611
Collaterals and restricted deposits
Current 3,262 2,846 3,262 2,846
Noncurrent - ) 76,282 74,690
Financial liabilities
Amortized cost
Borrowings and financing
Current 2,719 2,372 195,530 938,917
Noncurrent 74,146 64,679 383,172 525,763
Debentures
Current - ) 184,884 166,667
Noncurrent - ) 552,756 956,683
Trade payables 434 301 50,790 63,569
Interest on capital and dividends payable - ) 204,092 6,340
Derivative financial instruments
Current - - - 3,770
Payables — Law 4.819/58
Current 11,347 11,347 11,347 11,347
Noncurrent 400,000 385,546 400,000 385,546

The carrying amounts of financial assets and firr@bilities, when compared to the amounts tbatild be
obtained if they are traded in an active marketirothe absence of such market, the net presenée\adjusted
based on the prevailing market interest rate, apymate substantially their fair values. The finaidénstruments
traded on an active market are valued accordingte! I, and the financial instruments that aretnaded on an
active market are valued according to Level llpesscribed by the prevailing CPC.

The subsidiary CTEEP entered into a swap agreemihtltad BBA and JP Morgan Chase on April 26
and October 17, 2011, respectively, to hedge ag#iescurrency risk of the foreign currency-denoatéd
borrowing, as set forth in Law 4131 of Septembet352.The agreements entered into with Ital BBA and JP
Morgan Chase were settled on April 26 and Octoler2®D13, respectively, and generated a gain of B$23
million and R$26.8 million, respectively (note 1¢j (i) and (ii)).

The subsidiary CTEEP classified derivatives comé@@s fair value hedge based on the parametecshgsin
CPC 38 and IAS 39. The Company adopted hedge atiegdar its transactions.

(b)  Financing

The carrying amount of borrowings and financing atebentures is pegged to the TJLP, CDI and IPCA
fluctuation and approximates their fair values.
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¢ Debt ratio

The debt ratio at the end of the year is as follows

Company Consolidated
Restated
2013 2012 2013 estate
2012
Borrowings and financing
Current 2,719 2,372 195,530 938,917
Noncurrent 74,146 64,679 383,172 525,763
Debentures
Current - - 184,884 166,667
Noncurrent - - 552,756 956,683
Total debt (i) 76,865 67,051 1,316,342 2,588,030
Cash and cash equivalents and short-term
investments 144,876 421,807 744,902 731,410
Net debt (68,011) (354,756) 571,440 1,856,620
Equity (ii) 1,877,075 2,163,684 4,840,364 5,230,081
Debt ratio (3.6%) (16.4%) 11.8% 35.5%

CTEEP and its subsidiaries are parties to borrosviagd financing agreements that contain covenants
determined based on debt ratios (notes 17 and 18).

Risk management
The main risk factors inherent in CTEEP’s and itbsidiaries’ transactions are as follows

0] Credit risk — CTEEPand its subsidiaries enter into agreements withBrezilian Electric Energy
System Operator (ONS), concessionaires and othentsgregulating the provision of services
relating to the basic grid to 216 users, includbank guarantee clause. Likewise, CTEEP and its
subsidiaries enter into agreements regulating theigion of services in other transmission faalti
(DIT) with 30 concessionaires and other agentsp #€luding a bank guarantee clause. As the
electricity industry is highly regulated with assdrrevenue and guarantees, the risk of default is
minimized.

(i)  Price risk — CTEEP’sand its subsidiaries’ revenues are, as set fortihheénconcession arrangement,
annually adjusted by ANEEL based on the IPCA and-I& fluctuation, and a portion of the
revenues is subject to periodic review (nd1e2).

(i) Interest rate risk — The adjustment of financing agreements is peggatdorJLP, IPCA and CDI
fluctuation(notes 17 and 18).

Currency risk — The subsidiary CTEEP has eliminated the currensk df its liabilities using a swap
instrument, designated as fair value hedge of tireign currency-denominated loan agreement (note
17(d), which were settled in 2013. CTEEP and its subsgis do not have trade receivables and othettsaasse
denominated in foreign currency. Other exposures the effects of currency fluctuations are
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(iv)  considered immaterial and are related to impogdqfipment.

ISA Capital has loans receivable and payable inifor currency and for these exposures it does st u
financial instruments to hedge against possibleetwy risks. The exposure to the effects of chamges
exchange rates is not considered material by thepaoy’s Management.

(v)  Borrowing risk — CTEEPand its subsidiaries may face problems in the &utorraise funds at costs
and repayment terms aligned with their cash gereraurofile and/or debt repayment obligations

(vi)  Liquidity risk — The mainsources of cash for CTEEP and its subsidiariessifellows:

e Their operations, mainly from the use of the powansmission system by other concessionaires and
market players. The annual amount, representetidoRAP linked to the basic grid’s facilities andhert
transmission facilities (DIT), is determined by ANE as set forth in prevailing laws; and

e Receivables for extension of concession arrangeri®8{2001 regulated by Law 12783/2013, the
amount of which and payment method have not yen liegermined by the Concession Grantor (note
1.2).

The subsidiary CTEEP manages the liquidity riskngintaining bank and other credit facilities toseanew
borrowings that it considers appropriate, basethencontinuous monitoring of budgeted and actush diows,
and the combination of the maturity profiles ofdintial assets and financial liabilities.

Sensitivity analysis

Under CVM Instruction 475, of December 17, 200& subsidiary CTEEP conducts the sensitivity analg$i
interest rate and currency risks. CTEEP’s Managémeas not consider as material its exposure terailks
described above.

For purposes of definition of a probable scenafithe sensitivity analysis of interest rate anccerisk, we
used the same assumptions defined for CTEEP’s ferg-financial and economic plarThese assumptions
are based on the macroeconomic environment in Baadi the opinions of market experts.

Therefore, in order to analyze the effects of fhations in CTEEP’s cash flow, the sensitivity asadyas shown

below, considered as probable scenario the inteadstquotation at March 31, 2014, which is infodne the
interest rate risk tables. Positive and negativetflations of 25% and 50% were applied on thessrat

Interest rate risk — Effects on cash flow — Consalated

Rate appreciation Rate depreciation
Probable
Transaction Risk scenario Scenario Il Scenario lll Scenario Il Scenario lll
Financial assets
75.0% to 103.0%

Short-term investments CDI 15,306 18,962 22,556 11,584 7,795
Financial liabilities
1% series debentures CDI+1.30% 4,507 5,459 6,395 3,538 2,552
2" series debentures IPCA+8.10% 2,560 2,823 3,084 2,293 2,024
Single series debentures 116.0% CDI p.a. 24,189 27,601 30,947 20,710 17,159
FINEM BNDES (i) and (i) TJILP+1.80% to 3,978 4,660 5,336 3,289 2,595
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2.30%

TJILP + 1.55% to

BNDES (Subsidiaries) 2.62% p.a. 3,733 4,292 4,846 3,169 2,600

Net effect of variation (23,661) (25,873) (28,052) (21,415) (19,135)
Reference for financial
assets and liabilities

100% CDI (March 2014) 10.13%p.a. 12.66%p.a. 15.20%p.a. 7.60%p.a. 5.07%p.a.

34. Commitments assumed — Operating leases
In addition to the commitment assumed in note ® thain commitments assumed by CTEEP and its
subsidiaries are related to operating leases ofheshand IT equipment, whose minimum future paytsién
total and for each one of the periods are as falow
Restated
2013 2012
Up to 1 year 7,346 5,842
1to 5 years 12,871 2,160
20,217 8,002
35. Insurance
The insurance coverage by insurance line is asvisl|
Restated
Consolidated
Insured amount - R$ Premium - R$
Type Effective term thousand thousand
Property (a) 09/01/12 to 03/01/14 2,869,978 4,457
General civil liability (b) 09/01/13 to 09/01/14 20,000 162
Domestic transportation (c) 09/30/13 to 09/30/14 37,648 7
Group personal accident (d) 05/01/13 to 05/01/14 13,408 1
Vehicles (e) 03/02/13 to 03/02/14 Market value 22
4,649
(@) Property- coverage against fire and electrical damages fer rttain equipment installed in transmission
substations, buildings and related componentseiom supplies and facilities, as set forth in emson
arrangement 059/2001, clause four, subitem eighttdm D, where the transmission company shouldpke
insurance policies to ensure the proper coveragthe@fmost import equipment of the transmission esyst
facilities, and the transmission company shouldngethe assets and facilities to be insured.
(b)  General civil liability - coverage against repairs for involuntary, persamal/or property damages caused to
third parties, as a result of the activit@ghe subsidiary CTEEP.
(c) Domestic transportation - coverage against damages caused to CTEEP’s assetnaipment transported

in the Brazilian territory
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Group personal accident -coverage against personal accidents of executivesipprentices.

Vehicles- coverage against crash, fire, theft and thirdigsr

There is no coverage for eventual damages to #esnission lines against fire, lightning, explosishort
circuit and power interruption.

The assumptions adopted for the taking of insuragieen their nature, are not included in the scofpan audit
work. Accordingly, they were not audited by ourépagndent auditors.

Supplementary pension plan under Law 4.819/58

The supplementary pension plan under State Lawo/b8] which established the creation of the Stateieh
Security Fund, is applicable to employees of indeleat government agencies, companies controllethéy
Federal Government and state-owned and managesdtiiaiservices, hired through May 13, 1974, arsbal
provided for supplementary pension plans, bonugel@ad family allowance. These plan charges arerihg:
responsibility of the S&o Paulo State Governmehtse implementation took place under the agreesmated
into between the S&o Paulo State Finance Departarghtthe subsidiary CTEEP, on December 10, 1999,
effective through December 31, 2003.

Such procedure was properly carried out throughebder 2003 by Fundacdo CESP, with the funds prdvide
by the S&o Paulo State Finance Department, trapdfdhrough CESP and subsequently through CTEEP.
Beginning January 2004, the Sdo Paulo State FinBragmrtment began to process such payments directly
without the intermediation of CTEEP and Fundagd&REEat amounts lower than those historically plaidugh
December 2003.

Lawsuit with the 2nd Public Finance Court

This event resulted in lawsuits filed by the refiEmployees, such as the Civil Class Action with 2 Public
Finance Court, whose decision was issued in Juf® 20id judged groundless the request for supplement
retirement, attributing to the S&o Paulo State fdsaDepartment such obligation. In October 2018 Shpreme
Federal Court judged the small claim courts compietie resolve private pension matters and thenl#visuit
continues its way through the court system.

Lawsuit with the 49th Labor Court

Contrary to the previous decision, the"4940 Paulo Labor Court, on July 11, 2005, apprahedadvanced
relief through which Fundacdo CESP would resumepdgment of the benefits under State Law 4.819/58,
according to the respective regulation, as cawigdhrough December 2003, with funds transferne€HEEP.

In order to comply with such decision, the subsii@TEEP monthly requests the funds to the SaodPatdte
Finance Department, to be transferred to Fundagd8RC which processes the respective payments to the
beneficiaries. Such lawsuit sentenced the Sdo Patdte Finance Department, CESP, Fundacdo CESP and
CTEEP.

Because the lawsuits were filed with different ¢suthe prevailing decision is pending definititimerefore, the
decision issued by the Labor Court may be annulled.

Conflict of jurisdiction

On February 20, 2013, the Supreme Federal CoultH") with respect to the appeal filed by parti¢ser than
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those involved in this lawsuit, confirmed the jditgtion of the small claim court to address suppatary
pension issues. The STF decision was in the séiaséthe small claim court should have jurisdictimnjudge
the lawsuits filed against the private supplemegnpension entities, due to the independence betweeBocial
Security Law and Labor Law”.

In this regard, the STF decision confirmed thesjumudence of the small claim court to judge theslaitg filed
against the private supplementary pension entifibis decision will be used as the basis to judigeconflict of
jurisdiction relating to the CTEEP lawsuit underiLd.819/58, pending judgment by the STF Ministercsi
April 9, 2013. In November 2013, the STF judged dadied the conflict of jurisdiction; an appeal ¢anfiled
against this decision.

Collection claim

Since September 2005 the S&o Paulo State FinanmartDeent is transferring to the subsidiary CTEER@ambs
lower than those established by the decision isbyatie 48' Labor Court.

By virtue of this decision, the subsidiary CTEERnsferred to Fundacdo CESP, from January 2005 to
September 2013, the amount of R$2,676,038 for thenent of the benefits under State Law 4.819/58, an
received from the S&o Paulo State Finance Depattimenamount of R$1,742,537 for such purpose. The
difference between the amounts transferred to FeAWI&ESP and reimbursed by the S&o Paulo Statedeina
Department, in the amount of R$933,501 (note 9 (&3 been requested by CTEEP to be reimburselteb$&o
Paulo State Finance Department. In addition, theeeamounts relating to labor claims settled bysthgsidiary
and under the responsibility of the State Goverrtmanthe amount of R$225,781 (note 9 (b)), to@lin
R$1,159,282.

In December 2010, the subsidiary CTEEP filed aemtibn claim against the Sdo Paulo State Finance
Department to receive the unpaid amounts. On May2D33, the decision issued terminated the codlecti
claim, without judgment of the merits, against WhiCTEEP filed motions to clarify, which, on Augut,
2013, were accepted to repair the omission in sledision. The appeal for judgment of the merits ¥ilad in
September 2013 and is pending decision. This iateprocedure postpones the realization of the asset
challenged in such claim.

Retiree Association claim

In the second half of 2012, the Retiree AssociatibRundacao CESP filed claim 0022576-08.2012.8(25%3,
against the Sdo Paulo State Finance Departmentestng the reimbursement of the supplementaryipens
plan regulated by State Law 4.819/58 for the paytroéthe retirement and pension benefits.

Writ of mandamus — Campinas Union

On April 19, 2013, the S&o Paulo State Finance Demnt recognized the transfers to subsidiary CTBEP
amounts that were previously disallowed, relatiogértain line items that partially comprise theat@amount
not transferred by the Sao Paulo State Finance rbepat to CTEEP, which were necessary to fulfil the
decision issued by the %9 abor Court. Such recognition resulted from thefidecision, in this same regard,
issued in the court records of the Collective VéfitMandamus, filed by the Electric Energy Indusé¥dorkers
Union in Campinas, which requested the Sdo Pawlte Hinance Department to maintain the paymentheof
retirement and pension benefits, without reduction.

Based on this decision, the payments to the ab@amtioned union workers, beginning April 19, 201% being
performed by the S&o Paulo State Finance Departf@diEEP’s management, based on the favorable apofio
its legal advisors, understands that this is aromamt decision, both to such union workers anciotktirees,
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for the recognition of the S&o Paulo State FinaDepartment’s responsibility for such amounts. Measwvill
be considered by the subsidiary CTEEP, througheigml advisors, to make the S&o Paulo State Finance
Department responsible for such amounts befonetitbes.

Subsidiary CTEEP understanding

The subsidiary CTEEP maintains its intention toldrthe decision issued by the"@abor Court in order to
resume the direct payment of the benefits by theFsulo State Finance Department under State La¥9/8.
CTEEP also reinforces the opinion of its legal dépant and legal advisors that the expenses in axiion
with State Law 4.819/58 and respective regulatiboutd be fully assumed by the S&o Paulo State E&an
Department and continues to adopt additional measiorprotect CTEEP’s interests.

Due to the new developments in 2013, mainly the&sted to the claim in progress for collectionts amounts
owed by the S&o Paulo State Finance Departmemntessibed above, and also considering the progredse
other proceedings, CTEEP’s Management recognizaa\sion for losses on unrealizable receivabléstirey
to a portion of the amounts receivable which magdléected through a longer period and were natgisthed
as an exclusive responsibility of the Sdo PaulteStmance Department so far.

Management is monitoring the new legal and busies®lopments, as well as the impacts on the finhnc
statements of the subsidiary CTEEP.

Subsequent events
Company
Dividend distribution

On January 6, 2014, ISA Capital paid cumulativedixividends to the preferred shareholders HSB@rite
(Brasil) S.A. Banco Mdltiplo and Banco VotorantimAS Based on the criterion set forth in articleo6the
Company’s bylaws, each preferred share was entitlececeive R$0.051339, totaling R$25,000 paidlto
redeemable preferred shares.

Redemption of preferred shares

On January 6, 2014, ISA Capital redeemed a totdbgd80,346 Class D redeemable preferred sharesdBm
the criterion set forth in article 6 of the Companpylaws, the value of each preferred share reddewas
R$2.020731, totaling R$92,308 paid for all ClasseeBeemable preferred shares.

Shareholders’ agreement

Since the preferred and common shareholders of@8pital signed on February 25, 2014 the First Addem
to the current Shareholders’ Agreement, ISA Capitddl at that same date an Extraordinary Generatilig of
Shareholders to discuss the following items:

a) conversion of the Company’s current classes ofeetble preferred shares into new classes;

b) amendment to articles 5 and 6 of the bylaws, akagaheir consolidation; and

c) authorize ISA Capital to sign the First Addendunthie current Shareholders’ Agreement as consenting
third party.

The changes in the Shareholders’ Agreement include:
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a) a new schedule of redemption of preferred shardodpayment of cumulative fixed dividends, with a
new deadline for redemption of preferred share®écember 2020 (previously scheduled for April
2016);

b) redemption of preferred shares and payment of catimel fixed dividends change from a quarterly to a
semiannual basis;

¢) cumulative fixed dividends are calculated as frogbraary 25, 2014 based on 100% of the variation of
CDI plus 1.5% per year (previously calculated bagedl00% of the variation of CDI plus 1.0% per
year).

Also as a result of the First Addendum to the Shaiders’ Agreement, ISA Capital paid on February 2814
cumulative fixed dividends to the preferred shalééis HSBC Finance (Brasil) S.A. Banco Mdltiplo and
Banco Votorantim S.A., which were calculated usthg previous criterion, i.e. at the rate of 100%tle
variation of CDI plus 1.0% per year. Thus, eachqred share received R$0.031078, amounting to R443
paid to a total of 441,272,148 redeemable prefeshedes.

Consolidated

Borrowings and financing

On January 29, 2014, the amount of R$124.6 millias released to the subsidiary CTEEP under a loan
agreement with BNDES (note 17 (a)).

Interest on capital

On January 30, 2014, the subsidiary CTEEP paidoamdade available the interest on capital apprateithe
Board of Directors’ meeting on December 20, 2013426 (b)).
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