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Review Report of Independent
Accountants

To the Board of Directors and Shareholders
ISA Capital do Brasil S.A.

We have reviewed the accounting information included in the Quarterly Information

(ITR - individual and consolidated) of ISA Capital do Brasil S.A., for the quarter ended

June 30, 2008, comprising the balance sheet, the statement of operations, the performance
report and the explanatory notes. This Quarterly Information is the responsibility of the

Company's management.

Qur review was carried out in accordance with specific standards established by the Institute
of Independent Auditors of Brazil (IBRACON) in conjunction with the Federal Accounting
Council (CFC) and mainly comprised: (a) inquiries of and discussions with management
responsible for the accounting, financial and operating areas of the Company with regard to
the main criteria adopted for the preparation of the Quarterly Information and (b) a review of
the significant information and of the subsequent events which have, or could have,
significant effects on the financial position and operations of the Company.

Based on our review, we are not aware of any material modifications that should be made to
the accounting information included in the Quarterly Information referred to above in order
that it be stated in accordance with the standards issued by the Brazilian Securities
Commission (CVM) applicable to the preparation of Quarterly Information, including CVM
instruction 469/08.

As mentioned in Note 2, Law 11638 was enacted on December 28, 2007 and is effective
as from January 1, 2008. This law amended, revoked and introduced new provisions to
Law 6404/76 (Brazilian Corporation Law) and changed the accounting practices adopted in
Brazil. Although this law is already effective, the main changes introduced by it depend on
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ISA Capital do Brasil S.A.

regulations to be issued by the regulatory agencies for them to be implemented by

the companies. Accordingly, during this phase of transition, the CVM, through its

Instruction 469/08, did not require the implementation of all the provisions of Law 11638/07 in
the preparation of the Quarterly Information. As a result, the accounting information included
in the Quarterly Information for the quarter ended June 30, 2008 was prepared in accordance
with specific CVM instructions and does not contemplate all the changes in accounting
practices introduced by Law 11638/07.

As described in Note 31, in accordance with the decision of the 49th Labor Court of the State
of S&do Paulo, as from September 2005, Fundagdo CESP started to process the
complementary pension plan beneficiary's payroll ruled by Law no. 4819/58, with funds
transferred by CTEEP - Companhia de Transmissdo de Energia Elétrica Paulista, in the
same manner as carried out until December 2003. In January 2006, the Attorney-General of
the State of S&o Paulo started to understand that the responsibility of the State Government
is restricted to the state legal limits determined for retirement benefit payments. From this
date onwards, the State Government started to disallow a portion of the funds transferred to
CTEEP. The Company's management, supported by its legal advisors, understands the
responsibility for the payment of benefits related to this complementary pension plan is the
full responsibility of the State Government; accordingly, it does not record in the Company's
financial statements any liability refetring to this ptan.

& Paulo, August 14, 2008
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(A free translation of the original in Portuguese) Unaudited
FEDERAL GOVERNMENT SERVICE
BRAZILIAN SECURITIES COMMISSION {CVM)
QUARTERLY INFORMATION {ITR)

COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES

Corporate Legislation
June 30, 2008

REGISTRATION WITH THE CvM DOES NOT IMPLY ANY ANALYSIS OF THE COMPANY. COMPANY MANAGEMENT IS RESPONSIBLE FOR THE
ACCURACY OF THE INFORMATION PROVIDED.

01.01 - IDENTIFICATION

5 COMPANY NAME
ISA CAPITAL DO BRASIL SA,

1-CVM CODE
02042-7

3 - Nationai Corporate Taxpayers' Registration Number - CNPJ
08.075.006/0001-30

4 - State Registration Number - NIRE
35.220.674.671

01.02 - HEAD OFFICE

1- ADDRESS 2 - SUBURB OR DISTRICT

Rua Casa do Ator, 1155 8o. andar Vila Olimpia

3 - POSTAL CODE 4 - MUNICIPALITY 5 - STATE

04546-004 S#o Paulo SP

6 - AREA CODE 7 - TELEPHONE 8 - TELEPHONE 9 - TELEPHONE 10 - TELEX

11 3138-7673 3138-7680 3138-7619

11 - AREA CODE 12 - FAX 13 -FAX 14 -FAX

11 3138-7047 - -

15 - E-MAIL

crestrepo@isacapital.com.br

01.03 - INVESTOR RELATIONS OFFICER (Company Mall Address)

T— NAWE '

Cristian Restrepo Hernandez

2 - ADDRESS 3 - SUBURB OR DISTRICT

Rua Casa do Ator, 1155 - 8o. andar Vila Olimpia

4 - POSTAL CODE 5 - MUNICIPALITY 6 - STATE

04546-004 Sao Paulo _ sP

7 - AREA CODE - 8 - TELEPHONE 9 - TELEPHONE 10 - TELEPHONE 11 - TELEX

11 3138-7673 - -

12 - AREA CODE 13- FAX 14 - FAX 15 - FAX

11 3138-7047 - -

16 - E-MAIL

crestrepo@isacapital.com.br

01.04 - GENERAL INFORMATION/INDEPENDENT ACCOUNTANT

CURRENT YEAR CURRENT QUARTER PRIOR QUARTER

1-BEGINNING |2-END 3-QUARTER | 4-BEGINNING |5-END 6 - QUARTER 7 - BEGINNING | 8-END
1/1/2008 12/31/2008 2 4/1/2008 6/30/2008 1 1/1/12008 3/31/2008

9 - INDEPENDENT ACCOUNTANT 10 - CVM CODE

PricewaterhouseCoopers Auditores Independentes

00287-9

11 - PARTNER RESPONSIBLE

Sérgic Eduardo Zamora

107.092.038-02

12 - INDIVIDUAL TAXPAYERS® REGISTRATION NUMBER OF
THE PARTNER RESPONSIBLE




(A free translation of the original in Portuguese)
FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION {CVM)
QUARTERLY INFORMATION {ITR)

COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES

01.01 - IDENTIFICATION

Unaudited
June 30, 2008

1-CVM CODE 2 - COMPANY NAME 3 - National Corporate Taxpayers' Registration
Number - CNPJ
02042-7 ISA CAPITAL DO BRASIL S.A. (08.075.006/0001-30
01.05 - CAPITAL COMPOSITION
Number of shares Current Quarter Prior quarter ~ Same quarter in prior year
{thousand) 6/30/2008 3/31/2008 6/30/2008
PAID-UP CAPITAL
1 — Common 828,267,200 828,267,200 828,267,200
2 — Preferred 0 0 0
3 - Total 828,267,200 828,267,200 828,267,200
TREASURY STOCK
4 — Common 0 0 0
5 — Preferred 0 0 0
6 — Total 0 0 0

01.06 - CHARACTERISTICS OF THE COMPANY

1 - TYPE OF COMPANY
Commercial, Industrial and Other

2 - SITUATION
Operating

3 - NATURE OF OWNERSHIP
Foreign .

4 -ACTIVITY CODE

3120 - Administration and Investment - Eletric Energy

5 - MAIN ACTIVITY

Investments in the capital of other companies.

6 - TYPE OF CONSOLIDATION
Total

Without exceptions

7 - TYPE OF REPORT OF THE INDEPENDENT ACCOUNTANT

01.07 - COMPANIES EXCLUDED FROM THE CONSOLIDATED FINANCIAL STATEMENTS

'1-ITEM |2-CNPJ

| 3 - NAME

01.08 - DIVIDENDS APPROVED AND/OR PAID DURING AND AFTER THE QUARTER

|1-ITEM IZ-EVENT

l 3 - DATE APPROVED | 4 - AMOUNT

5 - DATE OF PAYMENT | 6 - TYPE OF

7 - AMOUNT PER SHARE
SHARE
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(A free translation of the origlnal in Portuguese)

FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION {(CVM)
QUARTERLY INFORMATION (ITR)

COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES

Unaudited

Corporate Legislation
June 30, 2008

01 - IDENTIFICATION

1 - CVYM CODE

2 - COMPANY NAME

3 - Nationa! Corporate Taxpayers' Registry (CNPJ)

02042-7

ISA CAPITAL DO BRASIL S.A.

08.075.006/0001-30

02.01 - Balance Sheet - Assets (R$ thousand)

Code Description 6/30/2008 3/31/2008
1 [Total assets 2,308,657 2,250,443
1.01 Current assets 147,974 40,382
1.01.01 Cash and cash eguivalents 14,077 7l
1.01.02 Recelvables 72,887 19,593
1.01.02.01 Customers v; 0
1,01.02,02 Sundry receivables 72,887 19,503
1.01.02.02,.01 Dividends receivable - CTEEP 72,887 19,593
1.01.03 Inventories 0 0
1.01.04 Other 61,010 20,782
1.01.04.01 [Taxes and contributions to be offset 20,568 17,291
1.01.04.02 Pledges and restricted deposits 37.484 524
1.01.04.03 Prepaid expanses 2,871 2,871
1.01.04.04 Other 87| 96
1.02 Non-current assets 2,160,683 2,210,081
1.02.01 l.ong-term recelvables 56,761 60,860
1.02.01.01 Sundry receivables 0 0
1.02.01.02 Related parties 0 0
1.02.01.02.01 IAssociated and simtlar companies 0 0
1.02.01.02.02 Subsidiaries O 0
1.02.01,02.03 Other related parties 0 0
1.02.01.03 Other 56,761 60,860
1.02.01.03.01 l.oan receivable - ISA's parent company 42,574 45,955
1.02.01.03.02 Propaid expenses 14,187 14,905
1.02.02 Permanent assets 2,103,922 2,149,201
1.02.02.01 invesiments 2,103,864 2,149,145
1.02.02.01.01 [in associated and similar companies 0 0
1.02.02.01.02 [In assoclated and similar comgpanies - goodwill 0) 0
1.02.02.01.03 [In subsidiaries 2,103,864 2,149,145
1.02.02.01.04 In subsidiaries - goodwill 0 0
1.02.02.01.05 Other investments 0 O
1.02.02.02 Property, plant and egquipment 56 54
1.02.02.03 Intangible assets 0 0
1.02.02.04 [Deferred charges 2] 2




(A free translation of the original in Portuguese) Unaudited
FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION (CVM) Caorporate Legislation
QUARTERLY INFORMATION (ITR) June 30, 2008
COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES

01 - IDENTIFICATION
1 - CYUMCODE |2 - COMPANY NAME 3 - National Corporate Taxpayers' Reélstry (CNPJ)
02042-7 ISA CAPITAL DO BRASIL S.A. 08.075.006/0001-30

02.02 - Balance Sheet - Liabilities and Shareholders' Equity (R$ thousand)

Code Description 6/30/2008| 3/31/2008|
2 [Total liabilities and shareholders' equity 2,308,657 2,250,443
2.01 Current fiabilities 105,353 64,292
2.01.01 Loans and financing 88,779 50,366
2.01.02 Debentures - 0 [
2.01.03 Suppliers o8| 182
2.01.04 [Taxes, charges and contributions 6,958 4,226
2.01.04.01 [Faxes payable ‘ 6,958 4,228
2.01.05 Dividends payable 0 0
2.01.06 Provisions : 0 O
2.01.07 Payables to related parties 0 0
2.01.08 Other 9,618 9,518
2.01.08.01 lAmounts payable - Law 4819/58 - Sdo Paulo State Finance

Department 5,834 5,838
2.01.08.02 lAmounts payable - Law 4819/58 - Sdo Paulo State Finance )

Department - Public Share Offering (OPA) 3,680 3,680
2.02 INon-current liabilities 1,508,532 1,458,656
2.02.01 Long-term liabilifies 1,508,532 '+ 1,459,656
2.02.01.01 Loans and financing ) 1,183,338 1,140,555
2.02.01.02 Debentures 0 0
2.02.01.03 Provisions 0 0
2.02.01.04 Payables to related parties 0 0
2.02.01.05 lAdvance for future capital increase 0 0)
2.02.01,06 Other 325,194 319,101
2.02.01.06.01 lAmounts payable - Law 4819/58 - Sao Paulo State Finance

Department 199,884 196,139
2.02.01.06.02 Amounts payable - Law 4819/58 - Sdo Paulo State Finance

Department - Public share offering (OPA) - 125,310 122,962
2.02.02 Deferred income 0 0
2.04 Shareholders' equity 694,772 : 726,495
2.04.01 Paid-up capital . 828,267 828,267
2.04.02 ICapital reserves 0 0)
2.04.03 Revaluation reserves 0 0
2.04.03.01 Own assels 0 0
2.04.03.02 Subsidiary, associated and similar companies 0 0
2.04.04 Revenue reserves 0 0)
2.04.04.01 Legal 0 0
2.04.04.02 Statutory 0 0)
2.04.04.03 Contingancies 0 0]
2.04.04.04 Unrealized profits 0 4
2.04.04.05 Retention of profits 0 0
2.04.04.06 Special for undistributed dividends 0 0
2.04.04.07 Other revenue reserves 0 0
2.04.05 Retained earnings/accumulated defigit {133,495 {101,772
2.04.06 IAdvance for future capital increase 0 - 0
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1.1

{A free transiation of the original In Portuguese) Unaudited
FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION (CVYM) Corporate Legislation
QUARTERLY INFORMATION (ITR} June 30, 2008
COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES )

01 - IDENTIFICATION

1 - CVMCODE |2 - COMPANY NAME 3 - National Corporate Taxpayers' Registry (CNPJ)

02042-7 ISA CAPITAL DO BRASIL S.A. 08.075.006/0001-30

04.01 - Notes to the Quarterly Information
(All amounts in thousands of reais uniess otherwise indicated)

Operations
Objective

The objective of ISA Capital do Brasil S.A. ("ISA Capital" or "Company") includes holding
equity interests in other companies or ventures, as a partner or shareholder, joint-venture
partner or consortium member, or any other type of business cooperation.

In a privatization auction held on June 28, 20086, on the Sdo Paulo Stock Exchange
(BOVESPA), pursuant to Notice SF/001/2006, the State Government of S&o Paulo, which was
up to then the majority shareholder of Companhia de Transmisséo de Energia Elétrica Paulista
("CTEEP" or "Subsidiary"), sold 31,341,890,064 of its common shares, which account for
50.10% of the total common shares issued by CTEEP.

The winner of the auction was Interconexién Eléctrica S.A. E.&.P.

Interconexién Eléctrica S.A. E.S.P. is a company headquariered in Colombia, controlled by the
Federal Government of that country, which holds 52.94% of its total capital. In addition to
holding investments in electric power transmission in Colombia, the company also invests in
Venezuela, Ecuador, Peru and Bolivia.

The financial settlement of the transaction took place on July 26, 2006, with the subsequent
transfer of the ownership of the aforementicned shares to ISA Capital do Brasil S.A., a
Brazilian company controlled by Interconexidn Eléctrica S.A. E.S.P., which was established to
operate in Brazil, thus becoming CTEEP's parent company. This transaction was approved by
the National Electric Power Agency (ANEEL) on July 25, 2006, pursuant to Authorizing
Resoiution No. 642, published in the Official Gazette on July 26, 20086.

On September 12, 2006, the Company purchased another 10,021,687 common shares issued
by CTEEP, held by the State Government of S&o Paulo, and became the holder of
31,351,911,751 common shares.

10



1.2

(A fres translation of the original in Portuguese) Unaudited
FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION {CVM) Corporate Legislation
QUARTERLY INFORMATION (ITR) June 30, 2008
COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES )

01 - IDENTIFICATION
1 - CVUMCODE |2 - COMPANY NAME 3 - National Corporate Taxpayers’ Registry (CNPJ)
02042-7 ISA CAPITAL DG BRASIL S.A. 08.075.006/0001-30

04.01 - Notes to the Quarterly Information
{All amounts in thousands of reais unless otherwise indicated)

On January 9, 2007, 1SA Capital do Brasil S.A. purchased, through a public offering auction for
acquisition of shares (OPA) held on BOVESPA, 24,572,554,070 common shares issued by
CTEEP, which account for 39.28% of the total of this type of shares, pursuant to the pubiic
offering notice published on December 4, 2006.

As a result of this acquisition, |SA Capital do Brasil S.A. started to hold 89.40% of the voting
capital and 37.46% of the total capitai of CTEEP. Accordingly, of a total of 62,558,662,803
common shares issued by CTEEP, 55,924 465,821 are held by ISA Capital do Brasil S.A. After
the reverse stock split carried out by CTEEP in August 2007, the number of common shares
owned by the Company changed to 55,924 465.

CTEEP is a publicly-traded company authorized to operate as an electric power public service
concessionaire, the main activities of which are the planning, construction and operation of
electric power fransmission systems, as well as research and development programs related
to energy transportation and activities related to availabie technology. Its activities are
regulated and inspected by ANEEL.

Concessions

Through Ordinance 185, of June 6, 2001, of the Ministry of Mines and Energy (MME), as from
July 8, 1995, the concession held by CTEEP to explore public service of electric energy
transmission, including basic network and Other Transmission Facilities (DIT) was extended
for 20 years.

As a result, on June 20, 2001, the Contract of Concession of Public Service for the
Transmission of Electric Energy 59 was signed between CTEEP and the Conceding Power,
through ANEEL.

The mentioned concession contract was amended on December 14, 2001, due to the merger
of EPTE - Empresa Paulista de Transmiss&@o de Energia Elétrica S.A. by CTEEP. The initially
negotiated conditions were maintained, except for the maintenance of the level of the Allowed

11



(A free translation of the original In Portuguese) Unaudited
FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION (CVIM) Corporate Legislation
QUARTERLY INFORMATION (ITR) June 30, 2008
COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES

01 - IDENTIFICATION _
1 - CUMCODE |2 - COMPANY NAME 3 - National Corporate Taxpayers’ Registry (CNPJ)
02042-7 ISA CAPITAL DO BRASIL S8.A. 08.075.006/0001-30

04.01 - Notes to the Quarterly Information
{All amountis in thousands of reais unless otherwise indicated)

Annual Revenue (RAP), that has been reduced by approximately 0.58%, in July 2002, and by
3.56%, in July 2003, equivalent to 50% of the efficiency gains expected with the merger, the
effects of which have been recognized in ANEEL Resolutions, for those dates.

Due to the acquisition of the shareholding control of CTEEP by ISA Capital do Brasil S.A., on
June 28, 2006, the Second Amendment Term to the Concession Contract 059/2001 - ANEEL
of CTEEP was signed, on January 29, 2007, in order to reflect this reality of the new controlling
shareholder of CTEEP. In this amendment, the conditions initially negotiated were maintained

~ and a clause added defining that the goodwill paid in the auction, as well as the special
liabilities and the amounts arising from the State Law no. 4819/58 determined in the Sale
Notice SF/001/2008, will not be considered by ANEEL for evaluation of the financial and
economic balance of the concession. Still due to this amendment ISA Capital do Brasil S.A.
and Interconexion Eléctrica S.A.E.S.P. (Colombia) are committed to increase capital in
CTEEP.

With an offer of R$ 28.9 million, CTEEP bought Batch A of the ANEEL auction 004/2007. This
batch comprises the transmission lines Colinas - Ribeiro Gongalves C2 and Ribeiro Gongalves
- S&o Jodo do Piaui C2, both of 500 kV, totaling about 720 km of extension, and will be
operated by Interligacdo Elétrica Norte e Nordeste S.A. ("IENNE"), company formed on
December 3, 2007. '

In addition, with an offer of R$ 29.3 million, CTEEP bought the following batches in ANEEL
auction 004/2008: :

Batch Composition Tension (kV)
E Transmission line Interlagos - Piratininga Il (SP) 345
Substation Piratininga Il (SP) 345/138/88

F Transmission ling Nova Santa Rita - Scharlau Il (RS) 230
Substation Scharlau (RS) 230/138

H Substations Mirassol 1, Getulina and Araras (SP) 440/138

| Transmission line Joinville Nerte (SC) - Curitiba C2 (PR) 230
Transmission line Jorge Lacerda B - Siderdpolis C3 (SC) 230
Substation Forquilhinha (SC) 230/69

K Substation Atibaia Il (SP) 345/138

12
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1.4

(A free transtation of the original in Portuguese) Unaudited
FEDERAL GOVERNMENT SERVICE

BRAZILIAN SECURITIES COMMISSION (CVM) Corporate Legislation
QUARTERLY INFORMATION {ITR) June 30, 2008
COMMERCIAL, INDUSTRIAL AND OTHER COMPANIES

01 - IDENTIFICATION

1 - CVUMCODE |2 - COMPANY NAME 3 - National Corporate Taxpayers® Registry (CNPJ)

02042-7 ISA CAPITAL DO BRASIL S.A. 08.075.006/0001-30

04.01 - Notes to the Quarterly Information
{(All amounts in thousands of reais unless otherwise indicated)

‘Together the transmission fines total approximately 174 km and the commercial operation is

estimated to start 18 months after the signature of the Concession Agreement.

To explore the installations related to these batches, on July 22 and 23, 2008, the companies
Interligagdo Elétrica Pinheiros S.A and Interligacdo Elstrica Sul S.A. were formed.

Corporate restructuring

As widely disclosed to the market through Significant Event Notices of July 23, 2007 and
February 11, 2008, on February 18, 2008, the corporate restructuring involving the Company,
ISA Participagdes do Brasil Ltda. and CTEEP was concluded. The objective of the corporate
restructuring, which was previously approved by ANEEL through its Resolution no. 1164 of
December 18, 2007, is to improve capitalization and cash flow conditions by using the tax
benefit in CTEEP to amortize the goodwill arising from the Company's acquisition of CTEEP
share control, as provided for in CVM Instruction No. 319/29 and later amendments. The main
events of the restructuring process are as follows;

On January 30, 2008, the Company made a capital contribution to ISA Participagtes with the
conveyance of shares held in CTEEP's capital.

On February 11, 2008, ISA Participagdes recorded a provision of R$ 450,363, corresponding
to 66% of the goodwill balance at January 31, 2008, of R$ 682,368, resulting in the net value
of R$ 232,005 denominated tax benefit; and

On February 28, 2008, the net assets of ISA Participagtes, amounting to R$ 232,005, were
merged into CTEEP. This amount represented the said tax benefit value, which, in accordance
with CVM Instruction no. 319/99, was recorded by CTEEP in the "Deferred income tax and
social contribution" account as a corresponding entry to the Special Goodwill Reserve account
in Shareholders’ equity.

Risk factors and risk management

Due to the activities of its subsidiary, the Company's Management assumes risks inherent to
its operations related to the market, current legislation, reputation, operating and management
systems, solvency, credit, liquidity, currency fluctuations, use of collateral operations,
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guarantees, etc., besides the risks outside its control such as moratorium, partial or total
closing of markets, change in the monetary policy and sovereign risk of the country. '

The monitoring of the mentioned risks is the responsibility of the entity managers of CTEEP,
using techniques, analyses and controls to minimize their effects, which, however, does not
guarantee the full elimination of the inherent risk factors to which the subsidiary is subject.

Presentation of the Quarterly Information

The Quarterly Information (ITR) was prepared in accordance with accounting practices
adopted in Brazil, taking the following into consideration:

Law no. 6404/76, amended by Law no. 9457/97 and Law no. 10303/01, prior to the issue of
Law 11638/07.

The standards and regulations of the Brazilian Securities Commission ("CVM").

The accounting practices issued by the Institute of Independent Auditors of Brazil
("IBRACON"),

The standards of specific legislation issued by the National Electric Power Agency (ANEEL)
applicable to electric power public setvice concessionaires, including SFF/ANEEL Official
Letters no. 2409 of November 14, 2007, 2396 of December 28, 2006, and 059 of January
11, 2007.

ANEEL published Order 3073 of December 28, 2006, that changed the standard in the
accounting manual of the public service of electric energy, effective as from January 1, 2007,
establishing the reclassification of the consumer charges: Program of Energy Efficiency,
Energy Development Account {CDE}), Fuel Consumption Account (CCC), Program for the
Incentive of the Alternative Sources of Electric Energy (PROINFA) and Research and
Development from Operating Expenses to Deductions from Operating Revenues..

Law no. 11638/07 was enacted on December 28, 2007, amending the Brazilian Corporation
Law in relation fo certain accounting practices as from the year starting January 1, 2008. The
objective of this Law is mainly to update the Brazilian Corporation Law to allow convergence of
accounting practices adopted in Brazil with international accounting standards, permitting new
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accounting rules and procedures to be issued by the Braqu:an Securities Commission {CVM) in
accordance with these internationatl standards.

Although the mentioned law is already effective, the main changes introduced by it depend on
regulations to be issued by the regulatory agencies for them to be implemented by the
companies. Accordingly, during this phase of transition, the CVM, through its Instruction 469 of
May 2, 2008, did not require the impiementation of all the provisions of Law no. 11638/07 in
the preparation of the Quarterly Information. As a result, the Company decided to apply all the
provisions of the mentioned Law only to the financial statements for the year endlng December
31, 2008.

Accordingly, the accounting information for this quarter was prepared in accordance with
specific CVM instructions and does not contemplate all the changes in accounting practices
introduced by Law no. 11638/07.

The main changes introduced by the law that may impact the annual financial statements of
the Company include:

the issue of accounting standards by the Brazilian Securities Commission (CVM) for
publicly-held companies subject to its regulation should be consistent with international
standards;

the Statement of Changes in Financial Position is replaced by the Staterment of Cash Flows
and the Statement of Added Value is inclutled in the required set of financial statements;

in permanents assets, the new law (i) creates the subgroup "Intangible Assets”,; (ii) restricts
the use of deferred charges to pre-operating expenses and additional restructuring costs;
{iii) segregates intangible rights, including acquired goodwill, in Intangible assets; and

(iv) includes assets arising from transactions which transfer to the company the benefits,
controt and risk thereof, regardless of whether there is a transfer of ownership;

creates, in shareholders' equity, the subgroup "Asset Valuation Adjustments”, whose main
purpose will be to record certain adjustments of assets to market value, particularly relating
to the valuation of certain financial instruments, as well as the franslation adjustments
relating to foreign exchange rate changes on corporate investments abroad;
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