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The 8.50% Notes due 2018 (the "Notes") are beirdgred (the "Offering”) by C.A. La Electricidad deafacas (the
"Issuer"), a corporatiorcbmpafiia anénimaorganized under the laws of the Bolivarian Rejubf Venezuela ("Venezuela"). The
Notes will be the unsecured, senior obligationshef Issuer. The Notes will mature on April 10, 20&8d will bear interest at the
rate of 8.50% per annum payable semiannually onl Aprand October 10 of each year, commencing Gatd, 2008. The Notes
may be redeemed at any time and from time to timetiole or in part, at the option of the Issuer,paying the principal amount
thereof and a "make-whole" amount, if applicablespn each case accrued interest and additionauats, if any. The Notes may
also be redeemed as a whole but not in part at 180%te outstanding principal amount thereof, piesrued and unpaid interest
and additional amounts, if any, in the event oftdffiechanges affecting the taxation of the Not&ge "Description of the Notes —
Redemption — Optional Redemption.” Principal antktriest on the Notes will be paid in U.S. dollarsefrand clear of any
withholding or deduction for, or on account of,éaxmposed by Venezuela.

This offering circular (the "Offering Circular") is intended for use only in connection with an offeand sale of the
Notes outside the United States and has not beemser given to any person within the United StatesThe Notes have not
been nor will they be registered under the U.S. Sendties Act of 1933, as amended (the "U.S. Securés Act") or any state
securities laws and are being offered and sold oude the United States only in accordance with Regation S under the U.S.
Securities Act. You are not eligible to receive oreview this document or to invest in the Notes uns you either: (1) are not
in the United States (as contemplated in Rule 903(4) of Regulation S under the U.S. Securities Acgnd are not a "U.S.
person” (as defined in Rule 902(0) of Regulation 8nder the U.S. Securities Act) or (2) are a dealevr other professional
fiduciary organized, incorporated, or (if an individual) resident in the United States holding a disa&tionary account or
similar account (other than an estate or trust) forthe benefit or account of a non-U.S. person (as memplated by Rule
903(a)(1) of Regulation S under the U.S. Securitigsct). For a description of certain restrictions onresale or transfer of the
Notes, see "Transfer Restrictions.” The Notes arexempted from registration with the Venezuelan Secities Commission
(Comision Nacional de Valorgspursuant to article 1 of the Venezuelan Capital Mrkets Law (Ley de Mercado de Capitales
It is expected that delivery of the Notes will be ade in book-entry form only through the facilities of Euroclear Bank
S.A./N.V. as operator of the Euroclear System, or ioclear, and Clearstream Banking, société andnymeyr Clearstream
Luxembourg, on or about April 10, 2008.

Application has been made to list the Notes onQffecial List of the Luxembourg Stock Exchange aodtrade them on
the Euro MTF Market of such exchange. This Offgr@ircular constitutes a prospectus for purposethefLuxembourg Law on
Prospectuses for Securities of July 10, 2005.

On March 7, 2008, the Issuer's wholly owned subsjdi Electricidad de Caracas Finance B.V. ("EDCahue"),
commenced an offer to purchase for cash any amaf & outstanding 10.25% Senior Notes due 20kd (EDC Finance Notes")
and solicited consents from the holders thereddlitminate substantially all of the restrictive coaats of the indenture governing
the EDC Finance Notes (collectively, the "Offer addnsent Solicitation"). The closing of the OffardaConsent Solicitation is
conditioned, among others, to the consummatiorhisf affering (the "Financing Condition") and thecegt of validly tendered
notes and valid consents of holders of a majorfiitthe aggregate principal amount of EDC FinanceeNqursuant to the Offer and
Consent Solicitation (the "Majority Tender Conditip. The closing of this offering is conditionedarpthe satisfaction or waiver of
the closing conditions of the Offer and Consenticiation. As of March 28, 2008, EDC Finance hadeived valid irrevocable
tenders and consents from approximately 94% inexgge principal amount of the EDC Finance Notesymamt to the Offer and
Consent Solicitation. See "Summary — EDC Financeatf Purchase and Consent Solicitation" and "Us&aceeds."

See 'Risk Factors to read about factors you should consider beforduying the Notes.
Price: 105% plus accrued interest, if any, from Aprl 10, 2008.

ABN AMRO

March 31, 2008



This Offering Circular does not constitute an offersell, or a solicitation of an offer to buy, aMptes in any
jurisdiction in which it is unlawful to make suchn affer or solicitation. Neither the delivery ofishOffering
Circular nor any sale made under this Offering @ic will under any circumstances imply that theees been no
change in our affairs or that the information setlf in this Offering Circular is correct as of adgte subsequent to
the date of this Offering Circular.

ABN AMRO Bank N.V. (the "Dealer Manager"), makes nepresentation or warranty, express or impliedoabe
accuracy or completeness of the information costiim this Offering Circular. Nothing containedthis Offering
Circular is, or should be relied upon as, a proniseepresentation by the Dealer Manager as t@#s¢ or future.
The Dealer Manager assumes no responsibility ®attturacy or completeness of any such information.

This Offering Circular does not constitute an offerany other person or to the public in generadubscribe for or
otherwise acquire the Notes. Distribution of thife@ing Circular by you to any person other thaosh persons
retained to advise you is unauthorized.

Application has been made to list the Notes onQffficial List of the Luxembourg Stock Exchange awodtrade
them on the Euro MTF Market of such exchange.dfaaesult of applicable rules and regulationstiredato trading
on the Euro MTF market, we are required to publisancial information either more regularly than wtherwise
would be required to or according to accountinghg@ples which are materially different from the aagoting
principles which we would otherwise use to prepawe published financial information, we may delisé Notes
from the Euro MTF or seek an alternate admissiolisting, trading and/or quotation for the Notes anlifferent
section of the Luxembourg Stock Exchange or by softier listing authority, stock exchange and/or tgtion
system inside or outside the European Union as agdecide.

We have prepared this Offering Circular solely fase in connection with the offer of the Notes an#et
responsibility for its contents. No other persomesponsible for its contents. We and other sounsebelieve to be
reliable have furnished the information containedthis Offering Circular. Nothing contained in th@3ffering

Circular is or shall be relied upon as a promiseemresentation, whether as to the past or thedufthe opinions
and intentions expressed in this Offering Circulath regard to us are honestly held, have beenhezh@fter
considering all known relevant circumstances amdo@sed on reasonable assumptions, and all redsongbiries

have been made by us to ascertain such facts aretifp the accuracy of all such information andtetents. We
accept responsibility accordingly.

You must comply with all laws and regulations inc® in any jurisdiction in connection with the pession or
distribution of this Offering Circular and the phase, offer or sale of the Notes, and you mustiolatay required
consent, approval or permission for the purchaffer or sale by you of the Notes under the laws eegllations

applicable to you in force in any jurisdiction tdwh you are subject or in which you make purchae#ers or

sales, and neither we nor the Dealer Manager hagsresponsibility for those transactions. See "Tfans
Restrictions."

You acknowledge that (1) you have been affordedyortunity to request from us, and to review,aaltitional
information considered by you to be necessary tdythe accuracy of, or to supplement, the infotima contained
in this Offering Circular, (2) you have not relied us, the Dealer Manager or any person affiliatét us or the
Dealer Manager in connection with your investigatiof the accuracy of the information or your invesht
decision, and (3) no person has been authorizgt/éoany information or to make any representationcerning us
or the Notes other than as contained in this QferCircular. If given or made, that other infornaati or
representation should not be relied upon as haweay authorized by us or the Dealer Manager.

In making an investment decision, you must relyyoar own examination of our business and the teofthe
offering, including the merits and risks involvethe Notes have not been recommended by any federsthte
securities commission or regulatory authority. Rarimore, these authorities have not confirmed twuracy or
determined the adequacy of this Offering Circubamy representation to the contrary is a crimindenée.

The Notes have not been, and will not be, regidtareder the U.S. Securities Act or the securitiearty state or
other jurisdiction of the United States and may betoffered or sold in the United States exceptransactions
exempt from or not subject to the registration reguents of the Securities Act and any applicabd¢essecurities



laws. The Notes are being sold outside the UnitadeS in offshore transactions as defined in, angtliance on,
Regulation S under the U.S. Securities Act. In &aldj until 40 days after commencement of this iixfiig, an offer
or sale of the Notes within the United States by d@aler (whether or not participating in the offg) may violate
the registration requirements of the U.S. Secuwifiet.

Notice to Venezuelan investors

Investors in Venezuela may initially purchase aag for the Notes in Bolivares Fuertes at the setiet date at the
official exchange rate of Bs. F.2.15 per U.S.$1P0rchase of the Notes must be made by or throuiaacial
institution that has an account at the Central Bahkenezuela Banco Central de Venezuélar "BCV") by
instructing the BCV to debit the institution's aoobin Bolivares Fuertes in an amount equal toptimehase price
of the Notes at the official exchange rate.

Enforcement of Judgments

Under Venezuelan law, neither us nor any of oupprty have any immunity from the jurisdiction ofyacourt or
from set-off or any legal process (whether throsgtvice or notice, attachment prior to judgmertgatment in aid
of execution of judgment, execution or otherwisxcept that pursuant to article 97 of the Law &f @ffice of the
Attorney General of Venezuelady Organica de la Procuraduria Genedé la Republicaan attachment prior to
judgment, attachment in aid of execution, executiomtherwise, on our properties located in Ven&ztieat are
affected to the rendering of a public service, sastelectricity generation, transmission and distion, must be
stayed for a period of 45 days after notice is gite the Venezuelan Attorney General pursuant téchvithe
Venezuelan government may take any action in otdeavoid interruption of the services, includingitey
possession of such assets if such attachment emidatihg continuity, quality or security of the dees provided. If
the Venezuelan Attorney General does not notify adbert about the provisional measures taken byréfevant
entity to avoid discontinuance of the service witliuch 45-days notice, the court may continue \gitich
enforcement or foreclosure.

A judgment arising in connection with the Notestbe indenture governing the Notes rendered by anytc
referred to above would be enforceable againshube courts of Venezuela subject to obtaining afiomatory
judgment éxequatuy from the Supreme Tribunal of Justice in Venezualaccordance with the provisions and
conditions of the Venezuelan Private Internatidrealv (Ley de Derechdnternacional Privad®, without a review
of the merits of the judgment, provided that: (i¢ foreign judgment concerns matters of privatd oivcommercial
law only; (ii) the foreign judgment constitutess judicataunder the laws of the jurisdiction where it wasdered,;
(iii) the foreign judgment does not relate to rpaebperty interests over real property located im¥aiela and the
exclusive jurisdiction of Venezuelan courts ovee tmatter has not been violated; (iv) the foreigmirt have
jurisdiction over the matter pursuant to the gehgmanciples of jurisdiction set forth in ChapteK lof the
VenezuelarLey de Derecho Internacional Privad(v) we are duly served, with sufficient time tppear in the
proceedings and are granted with due processthgi¥oreign judgment is not incompatible with aogprjudgment
that constituteses judicataand no proceeding initiated prior to the renderarfighe foreign judgment is pending
before Venezuelan courts on the same subject matteng the same parties to litigation; and, (Vi@ foreign
judgment does not contravene the essential priegipt Venezuelan public policy.

Notice to Prospective Investors in the EEA

In any European Economic Area ("EEA") Member Stht has implemented Directive 2003/71/EC (togettith

any applicable implementing measures in any Men8iate, the "Prospectus Directive"), this communicais

only addressed to and is only directed at qualifimeestors in that Member State within the meanaigthe

Prospectus Directive. This Offering Circular hagh@repared on the basis that all offers of theebletill be made
pursuant to an exemption under the Prospectus tdiee@as implemented in Member States of the EEénfthe
requirement to produce a prospectus for offershefNotes. Accordingly, any person making or integdio make
any offer within the EEA of Notes which are the @b of the placement contemplated in this OfferBigcular

should only do so in circumstances in which no gdtion arises for us or the Dealer Manager to pteda
prospectus for such offer. Neither we nor the Dellanager have authorized, nor do they authortze nhaking of
any offer of notes through any financial intermegjaother than offers made by us which constitdte final

placement of Notes contemplated in this Offerincc@ar.



Notices to Residents of the United Kingdom

All applicable provisions of the Financial Servicasd Markets Act 2000 ("FSMA") with respect to dng done
by any person in relation to securities in, fromotinerwise involving the United Kingdom must be @iied with.
Within the United Kingdom, this Offering Circulag directed only at persons who have professionaé¢mance in
matters relating to investments and who qualifpesitas investment professionals in accordance Avitale 19(5),
or as high net worth companies, unincorporated Gagons, partnerships or trustees in accordandh Aiticle
49(2) of the Financial Services and Markets Act@QBinancial Promotion) Order (together, "Exempts@as"). It
may not be passed on except to Exempt Person$i@r pérsons in circumstances in which Section 2a{ BSMA
does not apply to the Issuer (all such personsthiegebeing referred to as "Relevant Persons"). Tiiering
Circular must not be acted on or relied on by pesseho are not Relevant Persons. Any investmemwastment
activity to which this relates is available onlyrdevant persons and will be engaged in only wétevant persons.
Any persons other than relevant persons shoul@ctodr rely on this Offering Circular.

Presentation of Information

As used in this Offering Circular, unless the cahtequires otherwise, the terms "EDC," "we," "asid "our" refer

to C.A. La Electricidad de Caracaand its consolidated subsidiari€sA. La Electricidad de Caracas a holding
company that owns regulated electricity businessed/enezuela, as well as an independent power plant
telecommunications businesses and certain ancibaiginesses. C.A. La Electricidad de Caracas also an
operating company that owns generation, transmrissiistribution and retail assets for its regulatddctricity
business.

In this Offering Circular, unless otherwise spemifj references to "U.S. dollars,” "dollars," "$" '&.S.$" are to
United States dollars, the legal currency of thétééhStates of America, references to "bolivaras"Bs. " are to
Bolivares, the legal currency of Venezuela priodamuary 1, 2008, and references to "bolivaresdseor "Bs. F"
are to Bolivares Fuertes, the reconverted Bolivafiestive January 1, 2008.

Forward-Looking Statements

This Offering Circular contains forward-looking s#aents as described under the U.S. Private Siesukiitigation
Reform Act of 1995, as amended, specifically, derstatements relating to the expected resultausiress related
activities, capital expenditures and investments/irenmental compliance and remediation and relateqital
expenditures, sales and taxes. Words such as ifmtd¢' "estimate,” "project,” "expect,” "intend'hc similar
expressions are used to identify forward-lookingtesnents. Forward-looking statements are subjecisks and
uncertainties related to Venezuelan electricity egation and distribution markets, inflation, thea#ability of
continued access to capital markets and financingagorable terms, regulatory compliance requiretsiechanges
in levies or taxes and changes in prices or denfan@ur products as a result of actions of our cetitprs or
economic factors. Those statements are also subjelce risks of costs and anticipated performaragzabilities of
technology and performance by third parties ofrtisentractual obligations. Should one or more @sthrisks or
uncertainties materialize, actual results may vergterially from those estimated, anticipated orjguted.
Although we believe that the expectations refledtgdsuch forward looking statements are reasonbbted on
information currently available, readers are ceangi not to place undue reliance on these forwaskHhmy
statements, which speak only as of the date ofQFfsring Circular, including statements about:

« political and economic conditions in Venezuela;
» EDC's assets, growth and financing plans, as weahase of its affiliates and subsidiaries;

» trends affecting EDC's financial condition or reswf operations, as well as those of its affikadad
subsidiaries; and

» the future impact of competition and regulation.

These statements are based upon a number of agsnsnphd estimates that are subject to uncertaintie
and contingencies, many of which are beyond ED@%rol, including:



political, economic, regulatory and demographicelepments in Venezuela;

EDC's ability, as well as that of its subsidiarissjmplement its investment programs, includirgy it
ability to arrange financing where required;

EDC's ability to attract new customers in the megkbat it currently serves;

EDC's ability to implement technological improvertem its electricity generation, transmission and
distribution operations necessary for it to rem@mpetitive; and

the nature and extent of future competition in E&@incipal markets and those of EDC's subsidiaries

These factors should not be construed as exhaustitee undertake no obligation to publicly releasg eevision to
these forward-looking statements to reflect evemtgircumstances after the date of this Offeringc@ar. Such
forward-looking statements are principally containe the "Summary," "Risk Factors," "ManagementiscDssion
and Analysis of Financial Condition and ResultOgferations," "Business" and "Selected Financiabrimétion”
and include our expectations with respect to owirmss following the completion of the offering.
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Investors in the Notes should rely only on the iinfation contained in this Offering Circular. ED@&shnot
authorized anyone to provide investors with infotiovathat is different. This Offering Circular mayly be used
where it is legal to sell the Notes. The inforraatcontained in this Offering Circular may be aeteronly as of
the date of this Offering Circular.



GLOSSARY OF CERTAIN TECHNICAL TERMS

The following contains definitions or explanatiasfscertain technical terms in this Offering Circula

Term Meaning
"Gwh" Gigawatt hours. One Gigawatt hour is eqoal 000 MWh.
"Installed Capacity" The value assigned to eacleggimg unit that corresponds to the results

of capacity tests undertaken by OPSIS (as defiregit) with respect to
such generating unit.

"km" Kilometers.

"km?" Square kilometers.

"kVv" Kilovolts, which, when multiplied by amperegield kW.
"kVA" Kilovolt amperes.

"kw" One kilowatt, which is equal to 1,000 watts.
"kwh" Kilowatt hours.

"m3 Cubic meters.

"MVA" Megavolt amperes.

"MW" One megawatt, which is equal to 1,000 kW.
"MWh" Megawatt hours.

"NO," Nitrogen oxide.

Vi



PRESENTATION OF CERTAIN FINANCIAL AND OTHER INFORMA TION
General

The financial information presented herein is dedivirom EDC's bolivar-denominated consolidated
financial statements for the periods indicated. CEDconsolidated balance sheets as of Decembe&08Y, 2006
and 2005, and the related statements of incomeklsptders' equity, and cash flows for each of tived years in
the periods ended December 31, 2007, 2006 and @@tibh have been included in pages F-1 through Bf8Bis
Offering Circular and are referred to herein as 'tAedited Financial Statements") were prepared an&zuelan
bolivares and in accordance with generally accepmmbunting principles in Venezuela ("VenezuelanABA).
EDC's audited consolidated financial statementsf asnd for each of the years ended December 316 268 2005
have been audited by Lara Marambio & Asociados, ember firm of Deloitte Touche Tohmatsu, EDC's
independent auditors until June 8, 2007. EDC'staddionsolidated financial statements as of andHeryear
ended December 31, 2007 have been audited by Zl€ahrera Vazquez, a member firm of KPMG Intermatlp
EDC's independent auditors since September 27,. Z€pt where otherwise indicated, figures presgim this
Offering Circular are derived from EDC's consolittfinancial statements prepared in constant h@fvas of
December 31, 2007 to reflect the purchasing powahe bolivar as of that date. See "Annex A — Hpat
Differences between U.S. GAAP and Venezuelan GAAP."

EDC's fiscal year commences on January 1 and en@®oember 31 of each year.
Monetary Correction, Effects of Exchange Controls ad Devaluation

Venezuela has experienced high rates of inflatiomeicent years. Venezuelan GAAP requires bolivar-
denominated financial statements to be restateskpoess them in constant currency as of the masnteperiod
end to which such financial statements relate sto agldress the distorting impact of inflation @mparisons of
balance sheet and income statement items betwees da periods, although applying monetary corogctio
financial statement items will not eliminate all thie distortions arising from fluctuations in thalwe of foreign
currency assets, liabilities and revenues.

The rate of devaluation of the bolivar in relattorthe U.S. dollar has not at all times correspandieectly
with the rate of Venezuelan inflation. Distortioims comparisons of financial statement items algseaduring
periods in which the rate of inflation is differefiom the rate of devaluation of the bolivar. Aatiagly,
meaningful comparisons of period-to-period finahpierformance may be difficult for such periods.

On January 21, 2003, the Ministry of Popular PofeerFinance (the "Finance Ministry") and the BCV
suspended the free trading and convertibility ofeifign currencies in Venezuela. On February 5, 2068
Venezuelan government and the BCV adopted an egehaantrol regime. Since that time a series of arge
agreements, decrees and regulations have beetigsdlto set the final framework of the above-rmmd regime.
Effective January 1, 2008, the currency of Veneaels been converted to the Bolivar Fuerte, whaphaisents one
thousand bolivares. Accordingly, from that date thS. dollar exchange rate has been set at B4.4=Q.S.$1.00
for purchase operations and Bs. F 2.15=U.S.$1.06di@ operations.

The rates of exchange and devaluation for eaclogharie compared in the following table with inftatias
measured by the consumer price index for the Caragaropolitan area ("CPI") used under VenezuelAAR for
monetary correction to adjust for the effects dfaition.

Period-end rate of Period-average
At Year Ended December 31, exchange rate of exchangé’ Devaluation® CPI
(bolivares per U.S.$1.00) (%) (%)
1,600.00 1,610.49 14.05 27.08
1,920.00 1,886.38 20.00 19.18
2,150.00 2,112.87 11.98 14.35
2,150.00 2,150.00 - 16.96
2,150.00 2,150.00 - 22.45

(1) The period-average exchange rate has beenladwas the average of the monthly selling rafesxchange published by
Banco Central de Venezuaaring the relevant period.
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(2) As measured against the U.S. dollar.
(3) Exchange control regime adopted.

Principal and interest on the Notes will be paidUrS. dollars free and clear of any withholding or
deduction for, or on account of, taxes imposed eypé&zuela. EDC expects to obtain the U.S. dollacessary for
payment of principal and interests under the Néesugh PDVSA, under the rights provided to PDVS#d ats
subsidiaries pursuant to eith€onvenio Cambiario N° 9'Exchange Agreemeriti® 9") between the Venezuelan
government and the BCV dZonvenio Cambiario N° T'Exchange Agreemenrtl® 7") between the Venezuelan
government and the BCV. Pursuant to article 2xafiange Agreement N° 9, PDVSA and its subsidias@shold
as foreign currency funds abroad, which can culydntal U.S.$2 billion, as approved by the Boafdirectors of
the BCV. Such funds can be managed without limitaby PDVSA and its subsidiaries to meet the ewtker
component of their foreign currency obligationsrdant to article 2 of Exchange AgreemBlifit7, all public sector
entities owned by Venezuela may request foreigmeoay from the BCV to comply with their foreign cency
obligations.

For more information regarding the exchange comglime, see "Risk Factors — Risk Factors Relating t
Venezuela — Venezuela's exchange control regimaldwate a material adverse effect on our resultgpefations,
financial condition and, ultimately, our ability tepay the Notes."

Translation Methodology for Dollar Figures

The U.S. dollar equivalents presented herein hatdeen translated in accordance with U.S. GAABe S
"Annex A — Principal Differences between U.S. GAARdaVenezuelan GAAP." They were translated for the
convenience of readers into U.S. dollars from EO@@K¥var-denominated consolidated financial stateisie These
translations should not be construed as represemsathat the bolivar amounts actually represenhdu.S. dollar
amounts or could have been or could be convertedUrS. dollars at the rates indicated. Exceptreftwtherwise
specified, U.S. dollar figures in this Offering Qitar that are derived from EDC's bolivar-denonmédat
consolidated financial statements have been treaskt the BCV selling rate of exchange in effecDecember 31,
2007 of Bs. 2,150=U.S.$1.00. Such translations reault in presentation of U.S. dollar amounts ttiéer from
the amounts that would have been obtained by &tinglthe same financial information in constarlivzres as of
another date or at the then-prevailing exchange rat

For more information regarding the effect of cusgrdevaluations on EDC's financial statements, see
"Risk Factors — Risk Factors Relating to Venezuela."
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SUMMARY

The following information does not purport to bengiete and is qualified in its entirety by the deth
information appearing elsewhere in this Offeringdiar, including, without limitation, the secticntitled "Risk
Factors" and the Audited Financial Statements amal rielated notes thereto. Certain terms used i @ffering
Circular have the meanings ascribed to them in"@lessary of Certain Technical Terms" containeddier

The Issuer

C.A. La Electricidad de Caracas, a corporaticonpafiia andnimaorganized under the laws of Venezuela,
was founded in 1895 and is one of the oldest éb#gtutilities in Latin America and one of the st electricity
utilities in Venezuela based on its Installed Citgaand number of users. The principal businesg€ is that of
a vertically integrated electric utility company ish generates, transmits and distributes elegfricitVenezuela,
primarily in the metropolitan area of Caracas @sdsurrounding areas.

From the year 2000 until May 2007, EDC was a mgjavivned subsidiary of The AES Corporation. In
January 2007, Venezuelan President Hugo Chavezuanad a plan to nationalize various areas of tm@ny
including the electricity sector. In February 20@&tréleos de Venezuela, S(APDVSA"), an entity wholly-owned
by the Bolivarian Republic of Venezuela, agreegiocchase The AES Corporation's 82% interest in DfSuant
to a tender offer open to all holders of EDC's camrstock, and in May 2007 The AES Corporation teedets
82% interest in EDC to PDVSA. As of December 200& Bolivarian Republic of Venezuela, through PDVSA,
controlled an approximately 93.62% interest in EDSee "—EDC's Controlling Shareholder" and "—Ownigrsh
and Corporate Structure.”

EDC is a vertically integrated company that directly mwvand operates generation, transmission and
distribution assets for its regulated electricitysimess in Venezuela. EDaIso indirectly owns regulated electricity
businesses, as well as an independent power péde&tommunications businesses and certain anciiiasyjnesses.
See "—Ownership and Corporate Structure.”

EDC had total consolidated assets of approximaBaly.06 trillion (approximately U.S.$2.82 billiom}
December 31, 2007. For the year ended Decembe2(®)/,, EDC had total operating revenues of apprateiy
Bs.1.67 trillion (approximately U.S.$777.78 milliprconsisting of sales of electricity of approxieigt Bs.1.59
trillion (approximately U.S.$738.31 million) andhetr sales of services rendered of approximatel$4B88 billion
(approximately U.S.$39.47 million). EDC's operatiagpenses for the same period were approximately.®%
trillion (approximately U.S.$753.33 million), whidhcludes Bs. 0.32 trillion (approximately U.S.$14® million)
of general and administrative expenses, with nebrime for 2007 amounting to approximately Bs.99.8Boh
(approximately U.S.$46.46 million). EDC had outsteny total debt of approximately Bs.564.08 billion
(approximately U.S.$262.36 million) at December 2007.

EDC's Regulated Electricity Business

EDC serves its regulated electricity business tlyests an operating company and indirectly throitgh
subsidiary C.A. Luz Eléctrica del Yaracuy ("CALEY")At December 31, 2007, EDC's regulated elecyricit
business had an Installed Capacity of 2,316 MW, m@img 17 generating units. EDC's regulated elgtt
business' aggregate generating capacity represeameximately 9.57% of the total Installed Capadaif the
Venezuelan electricity system at December 31, 2081.December 31, 2007, EDC estimates that it pledi
electricity services to approximately 20.00% of ¥euela's total population and 23.70% of Venezudtzal
customers through the public electricity distriloatisystem.

Gross electricity generation from units owned by@Ehet of electricity used for its own operationg b
before technical and non-technical losses), forythars ended December 31, 2007, 2006, and 20051Wd97
GWh, 10,405 GWh, and 10,160 GWh, respectively. ABe&cember 31, 2007, EDC's regulated electricityihess
had 29 substations and 2,353 km of installed higjtage transmission lines, consisting of 388 kn28® kV lines,
1,464 km of 69 kV lines and 501 km of 30 kV lines well as 117 substations and 6,674 km of instdbev
voltage transmission lines, consisting of 5,053drm?2.47 kV lines, 224 km of 8.3 kV lines and 1,36% of 4.8 kV
lines.



EDC's regulated electricity business distributedceicity over an aggregate area of 5,176 square
kilometers to a total of 1,153,833 customers atdbdwer 31, 2007. Its total sales of electricityofffir its own
generation plus purchases from state-owned compamemarily CVG — Electrificacion del Caroni, C.A..
("EDELCA")), for the years ended December 31, 200006 and 2005 were 11,749 GWh, 11,392 GWh and250,5
GWh, respectively.

On December 31, 2001, the National Assembly enathed.ey Organica del Servicio Eléctricthe
"Electric Service Law"), which, as amended, forrhe tbasis for the regulatory framework applicablethe
electricity sector in Venezuela.

In 2004, EDC's former subsidiaries C.A. Luz Elemride Venezuela (“CALEV”) and Electricidad de
Guarenas y Guatire ("ELEGGUA”) were merged into ERCcomply with the then applicable requirementshef
Electric Service Law. As a result of the mergddEassumed all assets and liabilities of CALEV &hdEGGUA,
which assets and liabilities are part of EDC's fatgal electricity business. See “Business—EDC 200 & ate
Reorganization.”

On May 2, 2007, President Chavez, based on a Laetet by the National Assembly granting legislative
powers to the Executive branch, issued Dedted,330, with force of organic law, to reorganize thlectricity
sector. Decre®N® 5,330 provides for the establishment of tberporacion Eléctrica Naciona{"CEN"), a state-
ownedcompafiia anénimahat will become the state owned enterprise eegjag operating the electricity sector,
including the generation, transmission, distribntand retail of electric power and energy. Purst@ambDecreeN°®
5,330, 75% of the shares of CEN will be owned kg Bolivarian Republic of Venezuela, and 25% willdened
by PDVSA. Under Decrel® 5,330, PDVSA's shares in EDC are required to desferred to CEN. As a result,
EDC temporarily will become a subsidiary of CEN &ese pursuant to Decré&& 5,330, all subsidiaries of CEN
shall be merged into CEN on or before May 2, 2ah6,date three years after issuance of Deki®g,330. Until
EDC is merged into CEN, EDC expects to continudqoeiing its current electricity services. In adalit, EDC
intends to operate and maintain electricity gemanaand distribution facilities in the States ofafyua, Miranda and
Nueva Esparta, in accordance with Resolutifn190 of October 8, 2007, issued by the Ministrytlod Popular
Power for Energy and Petroleum (the "Energy MigiStr See "The Electricity Industry in Venezuela —edrilation
and Regulatory Control."

GENEVAPCA

Generacion de Vapor GENEVAPCA, CAGENEVAPCA") is a wholly owned subsidiary of EDC.
GENEVAPCA's principal business is to provide elieity and steam to PDVSA Petréleo, S.A. ("PDVSA
Petroleo"), a subsidiary of PDVSA, under a takesay- contract. Under the terms of the take-or-pagtmct,
PDVSA Petréleo must purchase a minimum amountexdtetity and steam from GENEVAPCA at specified U.S
dollar prices, payable in bolivares. GENEVAPCAoasovides electricity and steam to one other simaithaser
and electricity toCompafiia Anénima de Administracion y Fomento BEmtf'CADAFE"). GENEVAPCA has
three single combustion turbines with an Instalagpacity of approximately 100 MW each and four éilwith an
Installed Capacity of 50 metric tons each. Forybar ended December 31, 2007, GENEVAPCA sold 1GWh
of electricity and 1,149,238 metric tons of steaRor more information regarding GENEVAPCA and th&e-or-
pay contract with PDVSA Petréleo, see "Business —NEB¥APCA" and "Business — Related Party
Transactions."

Other Businesses

EDC's other businesses include companies involvedroviding telecommunications and payment
collection services on behalf of third parties,lsas waste management and municipal tax authorities

Strategy

EDC's strategy is to continue to be a strategi@stment of the Bolivarian Republic of Venezuela by
consolidating its position as a key participantthe electricity sector in Venezuela, focusing orhiaging
operational, financial and strategic excellenceqd @noviding safe and reliable electricity servides meet the
electricity needs of the Venezuelan population. CEDstrategy is part of Venezuela's national econ@md social
development plan for the period from 2007 to 2013.



EDC expects to implement its strategy by keepirgjrang operational and financial performance in its
service areas, reinforcing a culture of efficiermnyd human and social commitment aimed at providiamig and
reliable electricity services and ensuring a susftgédntegration process toward the creation of @eN.

EDC's key strategic milestones for the coming y@@iude:

 maintaining and enhancing its position as an efficicash generator in order to undertake any
necessary investments to achieve operational exe®lland allow low-income communities to have
access to electricity at affordable prices;

» increasing the capacity and efficiency of its gatiag activities;

» leveraging on bilateral trade agreements betweenBlivarian Republic of Venezuela and other
nations to finance EDC's capital expendituresuiditlg the Venezuela-China agreement;

e promoting the use of alternative energy sources;
* reducing electricity losses; and

» introducing new and important behavioral changesEC's personnel to establish a culture of
efficiency and human and social commitment towdnifdlment of the company's strategic objectives.

Competitive Strengths

EDC believes that the following competitive strérgtvill enable it to continue to operate efficigraind
provide it with the platform from which to achieits strategic objectives:

» strategic public utility for the success of Vendatsenational economic and social development plan;

e proven track record of operational efficiency inngeation, transmission, distribution and retail of
electricity;

» experienced management and high degree of comntitinoen its employees;
* access to a diverse universe of domestic and etiermal lenders and investors;
e up-to-date infrastructure, technology and systeatf@ims; and
* low level of electricity losses.
EDC's Controlling Shareholder

As of December 31, 2007, the Bolivarian Republic \dnezuela, through PDVSA, controlled an
approximately 93.62% interest in EDC. For moreoinfation on the Bolivarian Republic of Venezuelal s
indirect ownership interest in EDC through PDVS&e $Principal Shareholders."

Neither the Bolivarian Republic of Venezuela nor\FEA has any obligation under the Notes, or is
providing any guaranty relating to our obligatianser the Notes.

Ownership and Corporate Structure

EDC is an operating company and also conducts sofmiés business through subsidiaries. As of
December 31, 2007, EDC's regulated electricity tess and GENEVAPCA generated approximately 94.9% of
EDC's revenues. The following diagram sets fotte bwnership and corporate structure of EDC and its
subsidiaries as of December 31, 2007.
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1. C.A. Luz Eléctrica del Yaracuy: vertically intaged company that transmits, distributes and cormializes electricity to
the Municipalities of the State of Yaracuy.

2. Generacion de Vapor GENEVAPCA, C.A.: independeower producer formed to design, construct, ogersell, lease,
maintain and administrate energy generating faeslitvithin Venezuela.

3. Administradora Serdeco, C.A.: entity formed toyide billing services and perform any actionatedl to, incidental to or
in connection with such billing services.

4. Phoenix Internacional, C.A.: entity formed t@yide marketing services and to sell and supplynistfed products to the
oil industry and the operations systems of wateattnent plants, filtration and injection of waterdaother liquids,
generation and injection of steam for the secondatgrtiary recovery of hydrocarbons.

5. EDC Network Comunicaciones, S.C.S.: entity fadrie establish and exploit telecommunication neke@s permitted by
applicable law; including as a carrier between ®af presence of telecommunications operatordédcia Venezuela.

6. Electricidad de Caracas Finance B.V.: entitynfed in connection with the issuance of the EDC fdraNotes.

7. C.A. Luz Eléctrica de Nueva Esparta: entity fechto generate, transport, distribute and selltedbéty.
Social Development

The Venezuelan National Constitution and the Ele&ervice Law mandate EDC to contribute manpower
and financial resources to social programs devel@rel administered by the Venezuelan governmergsd kocial
programs, such d¥esas Eléctricas'and"Misién Revolucion Energética,'are intended to educate our customers
on the importance of efficient use of electricitydato enhance their quality of life. We intend take valuable
contributions to these social programs, promotimgl garticipating in the Venezuelan social and eaotino
development.

EDC Finance Offer to Purchase and Consent Solicitain

On March 7, 2008, EDC Finance commenced the Offdr@onsent Solicitation. The closing of the Offer
and Consent Solicitation is conditioned, among théo the Financing Condition and the Majority @en
Condition. The closing of this offering, in turrs conditioned upon the satisfaction or waiver of tHosing



conditions of the Offer and Consent Solicitatiors. & March 28, 2008, EDC Finance had received vaiocable
tenders and consents from approximately 94% ineggie principal amount of the outstanding EDC FigaXotes
pursuant to the Offer and Consent Solicitation. 'Stiek Factors — The closing of this offering is ditftoned upon

the satisfaction or waiver of the closing condiiasf the Offer and Consent Solicitation,” "Use obdteds" and
"Managements Discussion and Analysis of Financiahdition and Results of Operations—Indebtedness—EDC
Finance Notes."



THE OFFERING

For a more detailed description of the terms ofNlo¢es, see "Description of the Notes."

ISSUET oot C.A. La Electricidad de Caracas.

Securities Offered...............ccoevees U &58,000,000 aggregate principal amount of 8.50%esldue 2018.
ISSUE PriCe..uuviiiiiiiiiieee e, 105% of the aggregate principal amount.

Maturity .......ooeeiiiiiieeeeee e April 10, 2018.

Interest Rate..........coccccvieiiiviiiieeeeen. heTNotes will bear interest at a rate of 8.50% gr@mum from April 10,

2008 based upon a 360-day year consisting of twavday months.

Interest Payment Dates.................... Interast the Notes will be payable semi-annually on Adi and
October 10 of each year, commencing on OctobeP008.

RanNKiNg.......cccouvviiiiiiiiiiiiiiieieeeeeee, The Notes will be senior obligations of EDC, rarkpari passuin right of
payment with all our other existing and future ursuinated obligations
(other than obligations preferred by statute orrafien of law) and senior
in right of payment to all our existing and futuobligations expressly
subordinated in right of payment to the Notes.

Use of Proceeds..........ccccuvvvvvieenneen. Thesg proceeds from the sale of the Notes will bedusy EDC (i) to
fund the repurchase by EDC Finance of any andfattd0.25% Notes due
2014 pursuant to the Offer and Consent Solicitatow (ii) for general
corporate purposes. See "Use of Proceeds."

Payment of Additional Amounts .... All payments madeespect of the Notes will be made free andrctda
and without withholding or deduction for or on aaob of, any present or
future Venezuelan taxes, unless such withholdingemstuction is required
by law. Subject to certain exceptions, in the éw#rany such withholding
or deduction EDC will pay such additional amourigsdditional Amounts")
as may be necessary so that the net amount recbiveach holder after
such withholding or deduction would not be lessntithe amount such
holder would have received absent the withholdimgdeduction. See
"Description of the Notes—Additional Amounts."

Optional Redemption..................... The Natesy be redeemed at any time and from time to timehole or
in part, at the option of EDC, by paying the prpaliamount thereof and a
"make-whole" amount, if applicable, plus in eackecaccrued interest and
Additional Amounts, if any, as described under "&#gsion of the Notes
— Redemption — Optional Redemption."

The Notes may also be redeemed as a whole buhnpzrt at 100% of the
outstanding principal amount thereof, plus accraed unpaid interest and
Additional Amounts, if any, in the event of specithanges affecting the
taxation of the Notes. See "Description of the ddot— Redemption —
Optional Redemption."

Form and Denomination................. The Notedl Wwe issued in the form of one or more global sota
registered form without coupons (the "Global Nojexid in denominations
of U.S.$1,000 and in integral multiples of U.S.$¥100n excess thereof.

(11 0T PRSP Application has been made to list the Notes am @fficial List of the
Luxembourg Stock Exchange and to trade them oethie MTF Market of
such exchange.



Transfer Restrictions...................... The tédo have not been, and will not be, registered urde U.S.
Securities Act or under any state securities lang @re subject to certain
restrictions on transfer and resale. There isenily no market for the
Notes and there can be no assurance as to theogewatit or liquidity of a
market for the Notes. See "Transfer Restrictions."

Governing Law ..........eeeeeeeeeeieneeennn. NewrKo

Trustee, Transfer Agent
and Registrar............ccoceevvvvvvvnennnnn. eTBank of New York.

Risk FACtOrS......ccooevviiiieieieeeien r Bodiscussion of certain considerations relevanart investment in the
Notes, see "Risk Factors."



SUMMARY FINANCIAL DATA

The following consolidated balance sheet data aDeftember 31, 2007, 2006 and 2005, and the
consolidated income statement data for each ofthhee years ended December 31, 2007, 2006 and 2@05
derived from EDC's Audited Financial Statementduded in this Offering Circular. Except where athise
indicated, all the figures presented below havenbegressed in constant bolivares as of Decemhe2@17 to
reflect the purchasing power of the bolivar ashaft tdate. Except where otherwise indicated, tiparéis presented
in U.S. dollars below have been translated forcievenience of the reader at the bolivar/U.S. dell@hange rate
in effect as of December 31, 2007 of Bs. 2,150 S.$1.00. EDC's Audited Financial Statements aepared in
accordance with Venezuelan GAAP, which differséntain respects from U.S. GAAP. For informatiomcerning
the differences between U.S. GAAP and VenezuelalhBAee "Annex A — Principal Differences BetweersU.
GAAP and Venezuelan GAAP." For information ashe manner in which financial information is presehtn
this Offering Circular, see "Presentation of Certainancial and Other Information."

At or for the Year Ended December 31

2007 2007 2006 2005
(in millions of (in millions of constant bolivares, except for oafi
U.S.$, except for

ratios)
Consolidated Balance Sheet Data
Cash and cash equivalents 141.5 304,288 502,154 439,404
Restricted cash.........cccccvvvvveevennnnn. - - - 124,368
CUITeNt aSSetS.....cooeeeeeeeveeeeeieii o e 317.1 681,705 981,035 984,369
Total ASSELS ....uvvvviiiiiiiiiiiieieeee e 2,819.2 6,061,373 6,431,625 ,766,059
Short-term debt 4.5 9,580 110,023 243,323
Long-term debt 257.9 554,499 686,501 961,924
Total debt...........oooeiiii e, 262.4 564,079 796,524 1,203,
Total liabilities.........cccvveveiieiiiiiieeeeeece 661.9 1,423,137 1,586,399 68,668
Total stockholders' equity..........ccceuvviceeeeeenneen. 2,155.1 4,633,397 4,841,601 4,793,434
Consolidated Income Statement Data
Total operating revenues.................ees mwmmmmm e eeess 777.8 1,672,244 1,912,808 1,949,522
Operating iNnCoOmMe ............oooeveiicvvveerineeeeeeieeeee 24.5 52,595 374,237 406,205
Interest expense, Net ..........ccevvevevevvvevvceenee e 39.0 83,798 90,173 168,183
EBITDAM ..o 255.3 548,849 903,257 962,619
Ratios and Other Data:
CAPEX ..ot 160.4 344,793 242,570 189,939
EBITDA / Interest expense, net 6.6 6.6 10.0 5.7
Debt / EBITDA. ...t 1.0 1.0 0.9 1.3
(EBITDA-CAPEX) / Interest expense, net.... 2.4 2.4 7.3 4.6

(1) EDC presents EBITDA (earnings before intereéakes, depreciation and amortization) as a supple&aheneasure of
performance because it believes that EBITDA pravidemore thorough understanding of EDC's operagterformance
before the impact of investing and financing tratisms. EBITDA is among the more significant fastin management's
evaluation of company-wide performance. EBITDA t@ncomputed by adding depreciation and amortizdiircluded in
operating expenses) to operating income (loss).TEBI should not be considered as an alternativenyp measure of
operating results as promulgated under VenezueldARGor U.S. GAAP such as operating income or nebine, nor
should it be considered as an indicator of EDC&rall/financial performance. EBITDA does not futlgnsider the impact
of investing or financing transactions as it spealfy excludes depreciation and interest chargasch should also be
considered in the overall evaluation of results.orébver, EDC's method for calculating EBITDA mayfeti from the
method utilized by other companies and thereforagarability may be limited.



RISK FACTORS

Before making any investment decision, prospegivehasers of the Notes should carefully read this
Offering Circular and should consider carefully, light of their own financial circumstances and éstment
objectives, all of the information set forth inghDffering Circular and, in particular, certain mats relating to
EDC and other matters associated with investmemtseicurities of issuers in countries that do notehaighly
developed capital markets, including, without latibn, the risk factors set forth below. Additibrasks not
presently known to EDC or that EDC currently deemshaterial may also impair the business and opergtiof
EDC.

EDC's business, financial condition, results of raiens and ability to satisfy its obligations umdée
Notes, including EDC's obligation to repay the Noteould be materially adversely affected by anthege risks.
The trading price of the Notes could decline duthé&se risks.

Risks Factors Relating to Venezuela

The Venezuelan government has exercised and corgmuo exercise significant influence over the
Venezuelan economy; Venezuelan political and ecoimoonditions have a direct impact on our business.

The Venezuelan government frequently interveneth@ Venezuelan economy and occasionally makes
significant changes in policy. Recently, the Var@an government's actions to control inflation amglement
other policies have involved wage and price cosfrourrency devaluations, currency exchange cantaid limits
on imports, among other things. Our business,nfifd condition and results of operations may beeaskly
affected by changes in policy involving tariffs,clange controls and other matters, as well asrastach as:

» currency devaluation;

* inflation;

* interest rates;

« changes in Government leadership or Governmentygoli

» taxation;

» changes in the Electric Service Law and the regnfdtamework for the electricity industry; and
» other political or economic developments in or efiieg Venezuela.

In prior years, events in Venezuela produced sigeait social and political tensions, which could
worsen and have a material adverse effect on Veméa's economy as well as on our business.

Between 2001 and 2004, Venezuela experienced migolical and social turmoil involving groups tha
opposed and those that supported the administratidiresident Chavez. Although the political sceamains
divided, President Chavez won the December 200&idential elections with 63% of the popular votel @ontrols
all of the seats in the Venezuelan National Assgndas well as most state governments. Betweenrbeee2001
and February 2003, the opposition staged four nafide work stoppages to protest against the Chavez
administration, the last of which began on DecentheP002 and ended on February 3, 2003. Therebeano
assurance that the significant domestic instab#itydent during 2002 through 2004 will not reemerg8uch
instability could have a material adverse effect \éenezuela's economic growth, our business andltsest
operations, and as a result our ability to sereigeobligations under the Notes.

On January 31, 2007, the Venezuelan National Askemdssed an enabling law ("Enabling Law"),
granting President Chavez the power to govern leyegewith the force of law for 18 months on severalas. The
Enabling Law specifically includes decree powethaf President over the energy sector under thengsfm of the
Energy Ministry.



On August 15, 2007, President Chavez submittechéoMtenezuelan National Assembly a proposal to
amend certain provisions in a number of articlethef1999 Venezuelan Constitution in accordanck pribcedures
contained therein. In addition to the proposed raingents to the 1999 Venezuelan Constitution subdilty
President Chavez, members of the Venezuelan Natkssembly proposed additional changes, which psafs
were approved by the Venezuelan National AssenthyNovember 2, 2007, the National Electoral Coucailed
for a constitutional referendum to decide on whetleeapprove or disapprove of the proposed amentsndine
constitutional referendum to amend 69 articlethef1999 Venezuelan Constitution was held on Deee@p2007.
The referendum was narrowly defeated with 50.70%ngcagainst the referendum.

On March 2, 2008, President Chavez announced a mmwveof troops towards Venezuela's border with
Colombia and on March 3, 2008 announced the suspen$ diplomatic relations with Colombia as a resi the
incursion by the Colombian military into Ecuadodathe killing by Colombian military forces of ceimamembers
of theFuerzas Armadas Revolucionarias de ColomiARC, including one of its leaders. During 20@blombia
was among Venezuela's largest trading partnersMénch 7, 2008, the governments of Venezuela, Cblarand
Ecuador announced a resolution of their politidapdtes and restitution of normal diplomatic arati& relations as
part of a diplomatic mission led by the Organizatiaf American States. Any similar or new politicdisputes
between Venezuela and Colombia could have adverssequences on the Venezuelan economy.

Venezuela’'s regional elections for mayors and gowes of all cities and states are scheduled to pédkee
on November 23, 2008 he results of Venezuela's regional elections mase e impact on Venezuela's future
political agenda and result on the resurgence ofe¥eela’s internal political tensions.

There can be no assurance that the domestic pbliEinsions that existed during the periods betva&i
to 2004 will not reemerge. Such tensions couldehmwnaterial adverse effect on Venezuela's econgroisth, or
business and result of operations, and as a reswtr ability to service our obligations under Netes.

As a regulated utility operating in Venezuela, ouesults in large part depend on the state of the
Venezuelan economy; contraction of the Venezuelasoomy could adversely affect our business, finaici
condition and results of operations.

Demand for electricity in Venezuela and our resufsoperations and financial condition have been
affected by the state of Venezuela's economy.

GDP:

* increased by 10.3% in 2005;

» increased by 10.3% in 2006; and
e increased by 11.4% in 2007.

Periods of economic contraction in the future maveh material adverse effects on the Venezuelan
electricity industry and electricity demand in Veonela and, consequently, on our business, finacoiadiition and
results of operations. We cannot assure invegiatseconomic conditions in Venezuela will imprarethat future
economic conditions will not have a negative impatthe demand for our services or our resultspafrations and
financial condition.

The Venezuelan economy is dependent on its oil istdy; a reduction in oil revenues could adversely
affect our business, financial condition and resalbf operations.

The oil industry is central to and dominates the&®ielan economy. From 2002 through 2006, petroleum
products accounted for an average of approxima&él{% of Venezuela’s total exports. During the sgagod,
petroleum revenues accounted for an average ofoajppately 49.0% of Venezuela's total central goveemt
revenues and the petroleum sector accounted favarage of approximately 16.7% of GDP. In 2007rqietim
activities accounted for approximately 12.2% of GB®&mpared to approximately 13.8% in 2006.
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Venezuela, a member of OPEC, is the world’s niatigést oil producer and fifth-largest oil export€he
structure of the Venezuelan fiscal system has leginly dependent on petroleum revenues. From 266gugh
2007, petroleum products accounted for an averagpproximately 89.6% of Venezuela’s total expoisring the
same period, petroleum revenues accounted for arege of approximately 47.5% of Venezuela’'s totattral
government revenues and the petroleum sector atambdar an average of approximately 12.9% of GDRe T
average petroleum export price for the Venezuebskét in 2007 was U.S.$65.2 per barrel, compared $0$56.4
per barrel for 2006. There can be no assurancetika¥enezuelan government revenues from petrolactimities
will not experience fluctuations as a result of mip@s in the international petroleum market. Anytaned decline
in international petroleum prices could adverseRea the Venezuelan government’s fiscal accoumts a
international reserves. Additionally, Venezuelartrgleum production capacity may decrease if theessary
capital expenditures are not allocated to thismect

We cannot assure that there could not be any deowimtuinternational oil prices, including the pricef
petroleum products in the Venezuelan basket, drah@ature decrease in production or productionacity may
occur, and such situations may have a materialradveffect on the Venezuelan economy, which coftiktaour
financial condition and results of operations anltimately our ability to repay the Notes.

Inflation, along with governmental measures to comtbinflation, have had significant negative effects
on the Venezuelan economy and, as a result, on operations.

Venezuela has experienced relatively high levelmftdition during much of the past two decadespites
the presence of price controls on many core goodsi@l certain periods. The general rate of inflatas measured
by the consumer price index for the metropolitageanf Caracas, or CPI, was approximately 27.1%9008219.2%
in 2004, 14.4% in 2005, 17.0% in 2006 and 22.59%2®7. The general rate of inflation as measuredhey
wholesale price index was approximately 53.1% i8380.0% in 2004, 16.9% in 2005, 16.9% in 2006 20.d%
in 2007. We cannot assure you that inflation widit continue at or increase from its current lev@lture
governmental actions, including actions to adjbstualue of the Bolivar, may trigger increasesitation.

Venezuela's electricity tariff regime takes inte@ent semi-annual adjustments for changes in iofisnd
the U.S. dollar/bolivar exchange rate and provifdiesmonthly adjustments to compensate for fluctuadi in the
price of fuel and electricity purchased. Howear,various occasions in the past, the Venezuelaargment has
not permitted us to adjust our tariffs to refleetvdluation and inflation. The failure by the Venelan government
in future periods to allow us to adjust our tariffsoffset the effects of devaluation, inflationremluction of current
tariffs or our inability to fully recover in our tédfs such increased costs due to devaluationatfiufh or increased
fuel costs, could have a material adverse effeabwarfinancial condition, results of operationssimess prospects
and, ultimately, our ability to repay the Notesa dddition, the tariff review and setting processVienezuela is
subject to political uncertainty, and no assuracese be given as to the outcome of the process eth&hit will
result in an acceptable rate of return for us. 'Sdéw Electricity Industry in Venezuela — Econoremuneration
of Electric Service Law."

Currency devaluations may adversely affect our ritiswf operations and financial condition.

Our revenues are denominated in Bolivares Fuewtbfie a large part of our capital expenditures and
liabilities has been, and is expected to contimube, denominated in U.S. dollars. Reductionhévalue of the
Bolivar Fuerte against the U.S. dollar and otheeifm currencies have significantly affected ouaaficial condition
and results of operations in the past and may koatio do so in the future.

Over long periods devaluations of the bolivar galhgrhave correlated with the rate of inflation in
Venezuela and the amount of foreign reserves hgldhk BCV. However, over shorter periods Venezuelan
government actions, such as the imposition of exgbacontrols and the setting of official foreignrremcy
exchange rates in connection therewith, have mdulb lack of correlation between the rate of itidia in
Venezuela and the exchange rate between the balieathe U.S. dollar.

In February 2003 the Venezuelan government imp@se@xchange control regime that eliminated the

floating exchange rate system and imposed contmolthe convertibility of bolivares into U.S. dokar For more
information regarding the currency exchange regim&enezuela, see "— Venezuela's exchange contgiine
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could have a material adverse effect on our regiltgperations, financial condition and, ultimatebur ability to
repay the Notes."

Future devaluations of the Bolivar Fuerte may &eéaflationary pressures and have other adversetsff
on Venezuela's economy, which could further adeaect the demand for our services in Venezuela,results
of operations and, ultimately, our ability to sBtisur obligations in respect of the Notes. Initidd, devaluations
of the Bolivar Fuerte could adversely affect ouraficial position and, consequently, our abilityctomply with
financial covenants contained in certain of theeagrents and other instruments of indebtedness ichwie are a
party. For more information regarding risks asateml with these financial covenants, see "— ouritegpieements
and other instruments of indebtedness contain @msnfinancial tests and cross default provisiahg&ch could
result in the acceleration of our indebtedness."

We continually review opportunities to minimize oexposure to fluctuations in the value of the Baliv
Fuerte and foreign currencies. To that end, weehavthe past entered in the past into hedgingsaéetions
designed to mitigate our risks associated withtélations in the values of the bolivar, U.S. doliaxd Euro. We
currently do not have any hedging transaction ace! Any hedging transactions we may enter intthénfuture
could, however, have a negative effect on our fir@mosition, results of operations and, ultimgtelur ability to
repay the Notes.

Venezuela's exchange control regime could have atenial adverse effect on our results of operations,
financial condition and, ultimately, our ability toepay the Notes.

On January 21, 2003, the Venezuelan governmenerdsgl the trading of foreign currencies in Veneauel
On February 5, 2003, the Venezuelan governmenttlaadB CV adopted a series of exchange agreemerteate
and regulations establishing a new exchange congégime. A newly created commission, referred s$otlae
Comisién de Administraciéon de Divisd<ADIVI"), was created for the administration,tool and establishment
of the new exchange control regime. CADIVI is cased of five members who are appointed by the éeasiof
Venezuela.

The exchange control regime centralized the pueclaa®l sale of foreign currencies in the BCV. The
Finance Ministry, together with the BCV, is in charof setting the exchange rate with respect tdJtlse dollar and
other currencies. The Finance Ministry, togethéhwhe BCV, also has the authority to decide at aime to
modify the existing exchange control regime or petime bolivar to float freely. Effective Januaty 2008, the
Finance Ministry and the BCV fixed the U.S. dokecchange rate at Bs. F2.14 = U.S.$1.00 for purcbpseations
and Bs. F2.15 = U.S.$1.00 for sale operations. miare information regarding the effects of the deaton of the
bolivar on our consolidated financial statemenise sManagement's Discussion and Analysis of Firénci
Condition and Results of Operations — Overview aftBes Impacting EDC's Business — Exchange Controls.

Under the current exchange control regime, entitieg incur or maintain indebtedness denominated in
foreign currencies and wish to obtain U.S. dolifkesn the BCV to pay principal, interest and othencants in
respect of such indebtedness must obtain an agprowa, and have the indebtedness registered Wi&DIVI. In
addition to the foregoing approval, such entitiegstnobtain from CADIVI a separate approval for {hechase
from the BCV of foreign currency necessary to mpagments under their registered indebtedness. Tdms®vals
may only be obtained at or around the time eachmgay becomes due under such indebtedness. Putsutmt
exchange control regulations, the granting by CADd¥approval for the purchase or sale of foreigmrency from
the BCV is subject to availability of such foreigarrency to the BCV at the time of such request, any foreign
currency obtained may only be utilized for the msgs previously approved by CADIVI. Delays in sapiprovals
might prevent the relevant entities from being dblpurchase foreign currency from the BCV in adiynmanner in
certain cases. Consequently, such relevant entitiay be late in paying amounts in respect of rexé their
foreign currency indebtedness on the applicableddues.

No assurance can be given that CADIVI will issuehs@approvals with respect to amounts due under
indebtedness denominated in foreign currencietiarduch approvals will be obtained prior to théedan which
such amounts are due and payable.

We expect to obtain the U.S. dollars necessarypfyment of principal and interests under the Notes
through PDVSA, under the rights provided to PDVS#d ats subsidiaries pursuant to either Exchanges@ignrent
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N° 9 between the Venezuelan government and the BCE¥xchange Agreememi® 7 between the Venezuelan
government and the BCV. Pursuant to article 2)afange Agreemeni® 9, PDVSA and its subsidiaries can hold
as foreign currency funds abroad, which can culyemtach up to U.S.$2 billion, as approved by theail of
Directors of the BCV. Such funds can be managebowt limitation by PDVSA and its subsidiaries,teet the
external component of their foreign currency obliigias. Pursuant to article 2 of Exchange Agreeniht, all
public sector entities owned by the Bolivarian Rajmuof Venezuela may request foreign currency fithie BCV to
comply with their foreign currency obligations.

As a result of the implementation of Decié®5,330, EDC temporarily will become a subsidiafyC&N,
and all subsidiaries of CEN shall be merged intdNG# or before May 2, 2010, the date three yedes &fsuance
of Decree N° 5,330. Upon EDC becoming a subsidtdrZEN, and later being merged into CEN, the ns@gs
foreign currency to comply with payment of intergatincipal and other obligations under the Notessxpected to
be obtained directly from the BCV pursuant to a&ti2 of Exchange Agreement No. 7.

Therefore, we are currently not required and doexqtect CEN to be required to (i) register the asme of
the Notes or any other foreign denominated indetstesl with CADIVI, or (ii) obtain from CADIVI a sepate
approval for the purchase from the BCV of foreignrency necessary to make payments under the Nwidor
other indebtedness.

We cannot assure you, however, that we or the CHNhat be subject to CADIVI's prior registrations,
approvals and/or any other similar exchange comirothe future.

Severe weather conditions in Venezuela may advgrsdlect the Venezuelan economy and/or EDC's
financial condition and results of operations.

Periods of unfavorable hydrological conditions affthe availability of substitute electricity thatay be
purchased from EDELCA at reduced prices and, inesoases, may temporarily render the generatiotecfrecity
from hydroelectric sources unavailable. Beginninghe second half of 2001 through 2003, Venezugierenced
unfavorable hydrological conditions. As a resufie enezuelan government announced that subsétetgricity
from hydroelectric sources would no longer be aldé to generation companies. An estimated twalshaf total
generation of electricity in Venezuela during 2088s produced by hydroelectric plants. Because afe¥eela's
dependence on hydroelectric electricity, Venezaetonomy and EDC's ability to meet demand would be
adversely affected if hydroelectric energy could e generated.

There can be no assurance that EDC's operationseaedues will not be similarly affected by severe
weather conditions in the future.

Risk Factors Relating to us

The body of law that governs Venezuela's electyigector is being reformed and uncertainties exast
to its development.

On December 31, 2001, the Venezuelan National Alsseenacted the Electric Service Law, which
superseded and replaced a prior law-decree dam@rBber 17, 1999. The Electric Service Law ishihsis for the
regulatory framework applicable to the electricctor in Venezuela.

On May 2, 2007, President Chavez, based on a Laatem by the Venezuelan National Assembly
granting legislative powers to the executive branskBued Decre®l® 5,330, with the force of organic law, to
reorganize the electricity sector. Decridé 5,330 provides that it will prevail in case of aognflict with the
provisions of the Electric Service Law. Decrdé 5,330 provides, among other things, for the reithigtion of
functions among the participants in the Venezuelaatricity sector and the creation of a state alvasterprise
engaged in operating the electricity sector, initigdhe generation, transmission, distribution agtail of electric
power and energy. In addition, on October 8, 2Qb6&,Energy Ministry issued Resolutitdt 190 which, among
other things, established the operating regions allacated such regions to each of the participantghe
Venezuelan electricity sector. We intend to opeeaté maintain electricity generation and distribatfacilities in
the States of Aragua, Miranda and Nueva Esparta;dordance with Resolutidd® 190.
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The body of law that governs Venezuela's elecyrisitctor is being reformed and uncertainties eagsto
its development and its impact on our businesgnfital condition and results of operations. Selee"Electricity
Industry in Venezuela — Regulation and Regulatorpt@s” for a more complete discussion of the EliecBervice
Law and the reorganization of the Venezuelan atggtrsector.

The regulations that govern the calculation of téiis for the electricity we sell in Venezuela havedn
reformed.

On January 28, 1999, the responsible Ministrieaedsa joint resolution (the "1999 Joint Resolutjpn”
providing for a tariff regime applicable for 199&rdugh 2002. The 1999 Joint Resolution supersedéddeplaced
prior resolutions governing tariffs, with certairoeptions. The 1999 Resolution contemplated:

» annual tariff increases,
* semi-annual adjustments to reflect inflation andhaxge rate fluctuations ("FAP Adjustments"), and

» monthly adjustments based on the price of comblestilel used to generate electricity and purchased
electricity ("CACE Adjustments").

On December 29, 2000, the responsible Ministriesidad a new joint resolution (the "2000 Joint
Resolution™), which called for adjustments of tteesic tariffs applicable for 2001 and 2002 on thsidaf revised
macroeconomic assumptions. In April 2002, the oesjble Ministries published a joint resolution wiiprovided
for new rates to be applied in the remaining momth2002 (the "2002 Resolution"). The Energy Minishas not
established a new tariff regime for the period bagig January 1, 2003. Accordingly, electricityrgmanies have
continued to apply the provisions of the 2002 Retsmh in determining tariffs applicable to theilesof electricity.

On February 6, 2003, Decré¢® 2,304 was published in the Official Gazelté 37,626. Pursuant to
DecreeN°® 2,304, prices for basic necessity products weabilsted, including the supply of electricity. Onay15,
2003, in Official Gazett®&° 37,628 a joint resolution of the Energy MinistmydatheMinisterio de la Produccion y
el Comercio(the "MPC") was published under which an increimséariffs as a result of FAP Adjustments was
temporarily suspended. See "The Electricity IndustrVenezuela —Tariff Resolutions and Adjustmeénts.

While we have been permitted to adjust the taviffscharge to our customers for electricity servjithese
adjustments have not always been allowed or pethiti the amounts and on the schedule set forthartariff
regime. For example, the implementation of redidétariff increases in the State of Vargas wastponed from
March to September 2000 due to a natural disaktdrdccurred in the region in December 1999. Breament
between the Venezuelan government and the varieagieity utilities in Venezuela, residential rata that region
were frozen in exchange for the right to purchasgain raw materials, such as fuel, from the gor@nt at
reduced prices.

The joint resolution dated May 5, 2003 did nokaffthe tariff adjustments approved in January 2663
expressly authorized the Energy Ministry to appré&&P Adjustments on a case-by-case basis. As dt relse
Energy Ministry approved the application of FAP Astiments to increase tariffs by 2.5% in Septemhdr@ctober
of 2003, which represented an 10.38% increase gghect to the tariff that was in effect for thestfisemester of
2003. EDC's total tariff increase was 39.06% foD20Additionally, on March 22, 2006, the Energy Miny
approved FAP Adjustments resulting in tariff incgea of 6.48% for EDC and 3.23% for CALEY. The Eyer
Ministry has allowed CACE Adjustments in recognitiof increased price of combustible fuel used toegate
electricity and purchased electricity for periodsen tariffs were not adjusted.

There can be no assurance that the determinatitariti§ for future periods will result in higheariffs for
us. Although our tariffs are adjusted periodicabbych adjustments may not coincide with changesuincosts,
including changes due to inflation, currency deatibns and increasing the price of fuel resultimghigher
operating costs and diminished profitability. Foomm information on tariffs, see "Business — Tarfff§The
Electric Industry in Venezuela — Economic Remuneratf Electric Service Law" and "Management's D&ston
and Analysis of Financial Condition and ResultOpferations — Overview of Factors Impacting EDC'siBess
— Regulatory Requirements Applicable to Electriditlities."
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We are subject to a series of requirements relattoghe quality of the electric service we provigeour
customers, which could result in increased operafioosts.

In November 2003, the Energy Ministry promulgatedulations governing retail activities of distrilmut
companies and their contractual arrangements wistoeners, including meter reading, billing and oustr service.
Regulations were also promulgated governing certaainical aspects of the services provided byridigion
companies, including acceptable levels of voltagaa and frequency and duration of interruptiosisgd imposing
information reporting requirements.

These regulations contemplate the gradual impleatient by distribution companies of the systems
necessary for compliance with the prescribed qualitndards and assume the application of appteptaaiff
levels to cover the costs of implementing suchesyst The service quality regulations seek to g®wncentives
for distribution companies that come into compliamdgth the prescribed standards, while permittimgnt to remain
profitable.

The regulations also impose penalties which becgpéicable beginning on January 1, 2005. With respe
to the technical requirements, the penalties that be imposed range from 10 to 25 times the avesgfécharged
by the distribution company for the service thakefhto meet such requirements. Penalties foufaito meet the
requirements applicable to retail activities raffigem 5% to 50% of the average amount billed to @umrs with
respect to whom such requirements were not methofigh the Energy Ministry has not imposed pergltie us as
of the date of this Offering Circular based on thesgulations there is no assurance that the Erndigigtry will
not impose any such penalties in the future.

While we believe that the current level of elecs&rvice we provide to our customers complies it
quality standards currently imposed by the new lagns, we may be required to make additional tedpi
expenditures in the future to continue to satidie thew service quality standards that are expettete
implemented. For more information regarding oupitd expenditures for our distribution activitiesee
"Management's Discussion and Analysis of Finan€@hdition and Results of Operations — Liquidity aabital
Resources — Planned Capital Expenditures." Howexegssurance can be given that additional qusiitgdards
or penalties, which could force us to incur additibcapital expenditures or increased operatingsctasachieve
compliance, will not be imposed in the future. Timposition of additional quality standards or piéera may have
an adverse effect on our financial condition arslitts of operations and, ultimately, our abilityrépay the Notes.

We are subject to numerous environmental and healtigulations in the locations where we conduct
operations, that may become more stringent and fesuincreased liabilities and increased capitakgenditures.

Our activities are subject to a wide variety ofioa&l and local laws, regulations, and permit regumients
relating to the protection of human health andeheironment. In addition, some of our activities a areas under
special protection regimes with very restricteddlaises. If the legal and regulatory frameworkeigged to become
more rigorous, we will likely be required to subsdially increase the capital expenditures for cdare with our
revised legal and regulatory framework to effediivendertake the necessary improvements to comjiily the
health, safety, and sustainable environmental jpexctin the future. Any such increased expenditney have a
material adverse effect on our results of operatiamd financial condition.

The rate of Venezuelan withholding tax applicabl® {payments in respect of the Notes could be
increased.

Payments of interest on the Notes are subject toe¥igelan withholding tax as described in "Tax
Considerations — Venezuelan Taxation." There camdassurance that, as a consequence of a changean
change in the interpretation of, applicable lawe thithholding tax rates currently applicable to quayment
obligations in respect of interest on the Noted wit be substantially increased, in which event wauld be
obligated to pay to Venezuelan tax authorities @egrunpaid withholding tax calculated by referetaceuch higher
rate of taxation. If such a change were to octhere can be no assurance that we will have seffidinancial
resources to meet all of our accrued and unpaididabXities to the Venezuelan tax authorities aiso meet our
payment obligations in respect of the Notes.
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We have requested the Venezuelan National Exectdivaake the regulatory adjustments necessary to
exonerate payments of interest under the Notes camital gains realized from the sale of the Notasnf
Venezuelan income tax. There can be no assurdmtestich tax exoneration will be granted. See "Tax
Considerations—Venezuelan Taxation."

We frequently experience delays in receiving paytseinom certain public sector customers, which may
reduce the amount of our collections.

We have historically experienced lengthy delaysaliecting accounts receivable from certain cust@eme
in the public sector. These delays have been dparinto the fact that it is our practice not torimate service to
some public sector customers, such as hospitalsn@ni$tries, on account of non-payment becauseitatng
service to these public entities could have a hakeffect on society.

In the past, we have agreed to accept payment afuat® owed to us by various ministries and
instrumentalities of the Venezuelan governmenhanform of bolivar-denominated notes issued byMéeezuelan
government. We have used such notes to pay accpaydble balances to PDVSA. For more informatiaqrarding
such agreements and their effect on our accountsvable, see "Business — Raw Materials and Spats.Pa

Although the average age of our accounts receivabla our public sector customers has improved in
recent years, there can be no assurance that symtovement will continue or that difficulties in lxting
accounts receivable will not have a material adverf§ect on our financial position and results pémations and our
ability to repay the Notes. For more informatiam @ur accounts receivable quality, see "Business istribution
and Sales — Billing and Collection Procedures."

We rely exclusively on subsidiaries of PDVSA to plypus with fuel required to generate electric pawe

Our ability to generate power depends on the dviitha of an adequate supply of natural gas and éile
Although the Venezuelan government has opened sdoeshe distribution sector of the petroleum irtdys
including natural gas, to the private sector, thisrenly one supplier of natural gas and one sepmf fuel oil in
Venezuela, each a subsidiary of the state-ownecbailpany, and our parent company, PDVSA. Althowghhave
not in the past experienced problems obtainingireduuel, there are no alternative sources ofdalasls available
in Venezuela. We have fuel oil reserves that wallilol us to deal with any supply interruption fqy to five days.
Nevertheless, any sustained loss of supply couke hamaterial adverse effect on our financial ctiodj results of
operations and, ultimately, our ability to repag thotes.

Changes in commodity prices may increase our cdspmducing electricity and decrease the amount
received from selling electricity which could adwedy affect our financial operations.

Our electricity generation business is subject hanges in electricity prices and fuel costs whicaym
impact our financial condition and results of opiemas by increasing the cost of producing eledyicand
decreasing the amount we receive from the salelagftrecity. The prices for those commodities maycfuate
substantially over relatively short periods of tinhe accordance with Article 20 of the 1999 JoimtsRlution, tariffs
are also subject to monthly adjustments to refileictuations in the prices of purchased electrieityd combustible
fuel used by electric utility companies to generegtricity. For more information on Tariff adjus¢nt, see "The
Electricity Industry in Venezuela— Economic Remuniera of Electric Service Law — Tariff Resolutions dan
Adjustments.” Among the factors that could influerstich prices are:

« availability and prices for natural gas and fuélusied in our generation of electricity,

» demand for electricity and the extent of additiongbplies of electricity available, and

» changes in the regulatory framework for the whdkesdectricity market.

In addition, because they have no competition inézeiela, PDVSA and its subsidiaries have the ghdit
set fuel prices unilaterally. Although PDVSA ansl $ubsidiaries historically have sold fuel to ED@réces that are

below those that would prevail in the internationarkets, there can be no assurance that thisccaiilinue to be
the case in the future. Any future increase infhee of fuel we purchase to generate electricitly wcrease our
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operating costs and may adversely affect our residlbperations and financial condition and, ultiehg our ability
to repay the Notes.

There may be limitations under Venezuelan law onceeditor's right to attach our assets located in
Venezuela.

Under Venezuelan law, there exist certain procdduoeguirements and restrictions in order for a
Venezuelan court to enforce a judgment on propletated in Venezuela owned by us as public entitypur
regulated subsidiaries if such property is deemethé court to provide or be connected to esseptiblic services.

In practice, this may adversely affect the abitifya creditor to enforce a judgment against ouetssand those of
our regulated subsidiaries. According to the Vereéan Attorney General Law.¢y Orgéanica de la Procuraduria
General de la Republi¢aand the Electric Service Law as amended by Debif®8,330, an attachment prior to
judgment or in aid of execution on property locaite/enezuela that is destined to the rendering piiblic service
is stayed for a period of 45 days after noticeiveig to the Attorney General. During such peritté Venezuelan
government may take any action in order to avoidrimption of services, including the taking of pession of such
assets if such attachment threatens the contimuljty or security of such public service.

Our credit agreements and other instruments of itdedness, including the Indenture, contain
covenants, financial tests and cross default prass which could result in the acceleration of oimdebtedness.

Our existing (and any future) indebtedness relatstruments contain (and may contain) a number of
significant covenants. These covenants limit (axay limit) our ability to, among other things:

* borrow additional money,

e change our business,

» enter into certain transactions with our subsigsand other affiliates,

e merge, acquire or consolidate with other compaoiedispose of our assets,
* pay dividends,

* make certain prepayments, and

e grant certain liens on our assets.

Our existing (and any future) credit agreements athetr instruments of indebtedness also require (an
may require) us to meet certain financial covenargdos and other tests. Failure by us to comwity these
covenants, ratios and tests could result in defauitler those agreements or instruments. A dedadér any such
agreement or instrument, if not waived, could resuthe debt thereunder becoming immediately chek @ayable,
and could trigger cross-default provisions contdiirecertain of our other credit agreements anttunsents which
would permit our creditors to accelerate the inddhess evidenced thereby. If this occurs, we noaye able to
pay our debt or borrow sufficient funds to refinarit Even if new financing is available, it magtribe on terms
that are acceptable to us and could adverselytadf@cbusiness, financial condition and result®pérations and,
ultimately, our ability to repay the Notes.

Our financial statements are affected by inflation Venezuela.

The inflationary environment that has prevailedhe Venezuelan economy in recent years has didtorte
the financial statements of Venezuelan companieduding ours. In conformity with Venezuelan GAARe
prepare our consolidated financial statements ao@ance with a price level adjustment methodolthgyt results
in constant currency numbers that can be compastdielen periods. Accordingly, we monetarily adjust o
financial statements using the CPI to minimize ithpact of the distortions caused by inflation omtsdinancial
statements. However, this index is not necessanlysistent with the devaluation of the bolivar agaiother
currencies. During periods when inflation is notsistent with the devaluation of the bolivar agaiather
currencies, distortions may occur which make petm@eriod comparison of financial statements diffi. For
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additional information on the effect of inflation Menezuela, see "Presentation of Certain Finaranal Other
Information."”

We are subject to corporate disclosure standardgedént from those applicable to U.S. companies.

The securities laws of Venezuela which govern mlpliraded companies such as us differ from those i
the United States and various European countriestitain important respects. Publicly availabl®imation about
Venezuelan companies such as us generally proledesietail and is less frequently updated thaorinétion that
is regularly published by or about companies inntoes with highly developed capital markets, sashthe United
States and certain European countries. In additienVenezuelan securities markets are not adyhiggulated as
the securities markets of the United States an@ioeEuropean countries.

We are controlled by PDVSA, which in turn is contted by the Bolivarian Republic of Venezuela,
whose interests may be different than ours.

Our majority shareholder, PDVSA is controlled by tBolivarian Republic of Venezuela, which is in
charge of policies and regulations regarding owireess. In circumstances involving a conflictrierest between
Venezuela (controlling shareholder of PDVSA, oujjarity shareholder), and the holders of the Noésnezuela
may exercise the rights arising from its ownershtprest in a manner that would benefit Venezueldé detriment
of the holders of the Notes.

Venezuela in the future may pursue certain of it&meconomic and social objectives through us.aAs
result, we may engage in activities that give pefee to the objectives of the Venezuelan govermnmagher than
to our economic and business objectives. We masenmavestments, incur costs and engage in salésroms that
may have an adverse effect on our results of opasaand financial condition. We cannot assure i in the
future, Venezuela (through PDVSA or CEN) will negjuire us to take actions which may have an adwdfset on
our financial condition and results of operation.

Changes in the Venezuelan government may resultiranges in our senior management, which may
have a material adverse effect on our results okagtions and financial condition.

As a result of indirect ownership control of EDCrahgh PDVSA, the Venezuelan government is
responsible for appointing a majority of the mensbef PDVSA's board of directors and executive efficand
PDVSA's board of directors and executive officens @ turn, responsible for appointing a majodfythe members
of our board of directors and executive officerhia@ges in the Venezuelan government and the mamagerh
PDVSA could lead to changes in our senior managémdrnch could have a material adverse effect onatility
to implement our current strategy and, consequently have a material adverse effect on our resfiltgerations
and financial condition.

Venezuela (through PDVSA or CEN) may sell its cooitmg interest in EDC.

Dividends and other distributions from EDC, inditgaepresent an important source of revenues asti c
flows for Venezuela. If EDC ceases to make divideadother distributions to its shareholders ohsdiwidends or
other distributions decrease as a result of a wetdion in EDC's financial performance, Venezuéarough
PDVSA or CEN) may sell all or a portion of its owshkip interest in EDC or change its strategy withpect to
EDC. The occurrence of any such event could haweaterial adverse effect on EDC's results of openatiand
financial condition and, as a result, on EDC'sibib make payments under the Notes.

We have entered in the past and may enter in theufe into transactions with the Bolivarian Republic
of Venezuela, PDVSA and/or other related companiebjch may result in conflicts of interest.

We have entered in the past and may enter in tiueefinto certain transactions with Venezuela, BBV
and/or other related companies. Many of thesestretions may not occur in the ordinary course Gifess. Such
transactions may create potential conflicts ofredéthat could adversely affect us or your intes@s our creditors.
See "Business—Related Party Transactions." Furibresnmo assurance can be given that the transadtietveen
us and our related parties have been or will belagotred on a basis as favorable to us as could tzéned by us
from unrelated parties. While we believe such geaions have been and will be negotiated on arsdangth
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basis, there can be no assurance that such tremmsaetould not give rise to conflicts of interesiat could
adversely affect us or your interests as our coeslit

We are required to merge into Corporacion Eléctribeacional.

On May 2, 2007, President Chavez issued Deldfeg 330, with the force of organic law, to reorganthe
electricity sector. DecreN® 5,330 provides for the establishment of the CEMNtade-ownedompafia anénima
that will become the state owned enterprise engageaperating the electric sector, including thengmtion,
transmission, distribution and retail of electrimy®er and energy. Pursuant to Ded¥eb,330, 75% of the shares of
CEN will be owned by Venezuela, and 25% will be ediy PDVSA.

Pursuant to the Decrag® 5,330, PDVSA's shares in EDC are required to basferred to CEN. As a
result, EDC temporarily will become a subsidiary @EN until it is merged into CEN, which shall ocoom or
before May 2, 2010, as provided by Decke5,330. There can be no assurance that EDC's ymghusiness and
operations will continue performing in the manrteyt have in the past once EDC is merged into CENaddition,
once the merger is consummated investors in theNwill be creditors of the newly created legaltgrwhich will
have different management, strategy and objectigethose EDC currently has. In addition, the fim@nmondition,
assets and liabilities of the CEN will substangiaiffer from those of EDC.

Our controlling shareholder, PDVSA, is currently gyaged in a material litigation that could affect
EDC's assets.

In February 2007, President Chavez issued a lawedguursuant to which existing Orinoco Belt pragect
namely Petrozuata, Sincor, Cerro Negro and Hamaeae required to be converted inEompresas Mixtgsor
"Mixed Companies", in whiclCorporacion Venezolana del Petrol&A. ("CVP"), a wholly-owned subsidiary of
PDVSA, or another PDVSA subsidiary, holds an eqintgrest of at least 60% in accordance with theezeelan
Hydrocarbons Law. Pursuant to this law-decree, aipes of the Orinoco Belt project became Mixed Camips,
with PDVSA becoming the majority owner of the ofmas. The Energy Ministry is required to make éuasion
of each new Mixed Company in order to determinefttie participation of the PDVSA subsidiary andgmvide
any economic or financial adjustment as necessBing law-decree also provided that existing prdiiging
agreements for the exploration of Belfo de Paria OesteGolfo de Paria Estand the blocks known dsa Ceiba
as well asLOrifuels Sinovensa, S.,Amust be converted into Mixed Companies. In MaQ720CVP completed the
acquisition process with respect to the four Or@elt strategic projectfetrozuata, Sincor, Cerro Negrnd
Hamaca In June 2007, Chevron Texaco, Statoil, Total, BRi,SpA (ENI), Petroleum & Chemical Corp (Sinopec)
and Ineparia agreed to convert their participationshe four Orinoco Oil Belt projects into Mixedo@panies
controlled by PDVSA, increasing PDVSA's averagdipigation in the projects to 78%.

As of September 2007, ExxonMobil and ConocoPhillifiee majority partners in th€erro Negroand
Petrozuataprojects, respectively, had failed to reach arfoial agreement with PDVSA regarding the requirele s
of their ownership interests. As a result, an ExMobil affiliate filed a request for arbitration vitthe International
Centre for Settlement of Investment Disputes, essalt of it having been unable to successfullyatiege the terms
of, or agree on the value of, the assets in Gleero Negroproject being transferred to PDVSA. Prior to the
enactment of the law-decree, ExxonMobil had a 4limé&est in theCerro Negroproject. On January 25, 2008 the
ExxonMobil affiliate commenced an additional arditon under the rules of the International Chambér
Commerce.

On December 27, 2007 and January 8, 2008 the ExmbiiMffiliate obtained from the U.S. District Caur
for the Southern District of New York an attachmenter totaling U.S.$315 million against accourfta ?DVSA
affiliate and on January 25, 2008 the ExxonMobifiliafe obtained a freezing injunction from the Higourt of
Justice in London preventing the removal or nonrad; course disposition of up to U.S.$12 billionassets of
PDVSA and its affiliates in the United Kingdom ati& non-ordinary course disposition of up to thaioant of
assets elsewhere in the world. On March 18, 2888H1igh Court of Justice in London decided tothi¢ U.S.$12
billion freeze order, which decision is subjectappeal by Exxon Mobil. There can be no assurahat Exxon
Mobil will not appeal the London High Court of Jigsfs decision in order to reinstate such freezieoor that
similar orders, attachments or injunctions will & issued against PDVSA and/or any of its subsatiancluding
EDC. Furthermore, there can be no assurance ticht @arders, attachment or injunctions will not raist, enjoin,
prevent, prohibit or make illegal the applicatiditlee proceeds of the issuance and sale of thesNoteomplete the
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Offer and Consent Solicitation, see "The Offeriryid "Use of Proceeds" or that such orders, attachroe
injunctions, if maintained, will not result in a teaal adverse effect on EDC's results of operatiand financial
condition and, as a result, on EDC's ability to enplyments under the Notes."

Our financial statements are prepared in accordanagith Venezuelan GAAP, regulations and
guidelines which may significantly differ from U.SGAAP or other prevailing international accountingractices.

We prepare our financial statements in accordanitie ienezuelan GAAP. These accounting standards
may significantly differ from U.S. GAAP or otherguailing international practices. The main diffeces between
our accounting standards and U.S. GAAP are sumethiiz Annex A of this Offering Circular. We canrasure
you that the summary of significant differenceduded in Annex A is accurate or complete or thatytare or will
be the only differences.

Risks Relating to the Notes

The market value of the Notes may depend on ecomoanuinditions in Latin America over which we
have no control.

The market value of securities of Venezuelan congsaincluding EDC, is affected to varying degrbgs
economic and market conditions in other Latin Arm@ni countries. Although economic conditions inhsuc
countries may differ significantly from economicnzhitions in Venezuela, investors' reactions to tgyments in
any of these other countries may have an advefsetadn the market value of securities of Venezueatsuers.
International financial markets have recently eig@red volatility due to a combination of interiwetal political
and economic events. There can be no assurancéuttteer deterioration of the Venezuelan economyother
events in Venezuela will not adversely affect therket value of the Notes.

The transferability of the Notes may be limited strictions on transfer under applicable securitidaw.

The Notes have not been registered under the &&uries Act or the securities laws of any statamy
other jurisdiction and, unless so registered, matylie offered or sold in the United States or foe ticcount or
benefit of a U.S. person, except pursuant to ameen from, or in a transaction not subject te tlegistration
requirements of the U.S. Securities Act and thdieglple securities laws of any state or any othesgliction. See
"Transfer Restrictions."

The Notes will be our senior unsecured obligations.

The Notes will be our senior unsecured obligatiofifie payment of principal and interest on the Note
will be effectively subordinated in right of paymeto our secured unsubordinated indebtedness amdettitors
given a statutory priority under applicable law. we become insolvent or are liquidated or subjecinsolvency
proceedings, or if payment in respect of our setwasubordinated indebtedness is accelerated, exured
unsubordinated lenders will be entitled to exertiseremedies available to a secured lender urgj@icable law,
in addition to any remedies that may be availaloéen our secured unsubordinated financing arrang&snand we
cannot assure you that there will be sufficienetsto pay amounts due on the Notes. As a rggultmay receive
less, ratably, than the lenders of our securedhorsiinated indebtedness.

The Notes are a new issue of securities for whitlere is currently no public market and you may be
unable to sell your Notes if a trading market fdne¢ Notes does not develop.

Application has been made to list the Notes orQfficial List of the Luxembourg Stock Exchange and
trade them on the Euro MTF Market of such exchange.

There is currently no market for the Notes. Altgbuve have been advised by the Dealer Manageitthat
currently intends to make a market in the Notetowaihg completion of this offering, the Dealer Maea is not
obligated to do so, and any such market-makingvities may be discontinued at any time without cati We
cannot assure you that any active trading markétdevelop for the Notes, nor can we assure yowandigg the
liquidity of any such market, your ability to sétle Notes or the prices at which the Notes coulddié. If a market
for the Notes develops, the Notes could trade iaeprthat may be higher or lower than their initéfiering prices
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depending on many factors, including prevailingeiest rates, our results of operations, the markatsimilar
securities, and other factors beyond our contrmliuiding general economic and market conditions.

Investment in emerging markets poses a greater éeguf risk.

Investing in emerging-market securities generatigga greater degree of risk than investing in riées
from more mature market economies as emerging rmadanomies are more volatile to the effects aénmational
terrorist attacks.

The terrorist attacks in the United States on Smper 11, 2001 and the war in Irag, which were
accompanied by a significant slowdown in the groweftthe U.S. economy, as well as in the generaldveconomy,
have contributed to increased cautiousness witheststo investment in developing countries, as wsllto a
significant decline in the secondary-market valokthe debt and equity securities of emerging-miidsuers.

There can be no assurance that a continuation ecelexation of these crises or similar events wit n
negatively affect investor confidence in emergingrkets or the economies of the principal countiied atin
America, including Venezuela. In addition, thesnde no assurance that these events will not selyeaffect
Venezuela's economy and our ability to raise chjpitthe external debt markets in the future.

If subjected to Venezuelan bankruptcy or insolveniey, the ability of the noteholders to recover the
investment in the Notes will be substantially impadl and will be subordinated to several classesrefditors such
as secured creditors, our employees and the Venlezueeasury, among other.

Pursuant to Venezuelan law, we are subject to logbéy and insolvency laws in Venezuela. Theretgexis
legal doctrine in Venezuela, however, supportirg tfew that we and our affiliates are not subjecVenezuelan
bankruptcy or insolvency law on the grounds thatawd our affiliates are government-owned companiéswever,
there are no precedents.

If we were to be held subject to Venezuelan bartksupr insolvency law by a Venezuelan court, your
ability to recover your investment in the Noteslwi¢ impaired and will be subordinated to severaditors such as
the bankruptcy trustee, secured creditors, if auy,employees for any unpaid wages and labor bisnedi forth in
applicable collective bargaining agreements ande¥ealan labor law (including profit-sharing payngraccrued
but unpaid vacation and severance) and the Vermztrelasury for unpaid taxes, among others.

The ratings of the Notes may be downgraded depegdin various factors, including the rating agency's
assessments of our financial condition.

At least two independent credit rating agencieseaqeected to assign international foreign curregiopal
credit ratings to the Notes no later than 45 défyer ahe closing date of this offering. See "Dgstion of the
Notes—Ratings." The ratings of the Notes are netcammendation to purchase, hold or sell the Natesnaay be
changed, suspended or withdrawn by the rating agahany time and the ratings do not comment orkatasrice
or suitability of the Notes as an investment fopaaticular investor. Our current ratings and théng outlooks
currently assigned to us are, and any ratingsbated to the Notes will be, dependent upon econawmialitions
and other factors affecting credit risk that ar¢s@e our control. Each rating should be evaluateépendently of
the others. You may obtain detailed explanatidrib®@ratings from the rating agencies.

The closing of the offering is conditioned upon tteatisfaction or waiver of the closing conditions the
Offer and Consent Solicitation.

The closing of the offering is conditioned upon #atisfaction or waiver by EDC Finance of the aigsi
conditions of the Offer and Consent Solicitatioincumstances that you cannot control.

Subject to Rule 14e-1(c) under the U.S. Securligshange Act of 1934 and notwithstanding any other
provision of the Offer and Consent Solicitation andiddition to (and not in limitation of) EDC Fimee's rights to
terminate, extend and/or amend the Offer and CdrSelicitation in its reasonable discretion, ED@dtice shall
not be required to accept for purchase, or to may dny tendered EDC Finance Notes if: (1) on dorpto the
consent date, EDC Finance has not received thésitgjoonsents, or EDC Finance and the relevarigsashall not
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have executed amendments to the indenture govethimgeDC Finance Notes and each of the other rklate
transaction documents implementing the proposechdments to such indenture; (2) the Financing Candihas
not been satisfied; (3) any of the following haswced on or prior to the settlement date: (a)dtwrall have been
instituted, threatened, or be pending any actioproceeding before or by any court, governmenggulatory or
administrative agency or instrumentality, or by aother person, in connection with the Offer or Gats
Solicitation, that in the sole judgment of EDC Hina, either (i) is, or is reasonably likely to neaterially adverse
to the business, operations, properties, condiffovancial or otherwise), assets, liabilities owngpects of EDC
Finance, EDC or its subsidiaries or affiliatesigryould or might prohibit, prevent, restrict oelhy consummation
of the tender offer; (b) an order, statute, ruegulation, executive order, stay, decree, judgroeijunction shall
have been proposed, threatened, enacted, entsseéd| promulgated, enforced or deemed applicabéni court
or governmental, regulatory or administration ageacinstrumentality that, in the sole judgment=idC Finance,
would or might prohibit, prevent, restrict or delagnsummation of the tender offer or that is, aessonably likely
to be, materially adverse to the business, opearstiproperties, condition (financial or otherwisadsets, liabilities
or prospects of EDC Finance or EDC or its subsiégapr affiliates; (c) any objection by the trustesder the
indenture governing the EDC Finance Notes in aspeet to, or any action that could, in the solegyjudnt of EDC
Finance, adversely affect the consummation of,Qffer or the Consent Solicitation or any actionthg trustee
under the indenture governing the EDC Finance Nibtaischallenges the validity or effectivenesshef procedures
used by EDC Finance in the making of the Offerhar €onsent Solicitation or the acceptance of, gmaent for,
the EDC Finance Notes or consents; or (d) ther#é Bhae occurred (i) any general suspension ofjroitation on
prices for, trading in securities in the United t8& Venezuelan or Luxembourg securities or fir@noiarkets,
(ii) any significant change in the price of the EB®ance Notes in the United States, Venezuelaremlbourg or
other major securities or financial markets, @ijnaterial impairment in the trading market for tedcurities, (iv) a
declaration of a banking moratorium or any suspEngf payments in respect of banks in the UniteateSt
Venezuela or other major financial markets (whetbernot mandatory), (v) any limitation (whether apt
mandatory) by any government or governmental, athtnative or regulatory authority or agency, donestr
foreign, or other event that, in the sole judgmehEDC Finance, might affect the extension of drégi banks or
other lending institutions or the ability of EDCnlaince to place debt securities, (vi) a commencemieatwar or
armed hostilities or other national or internatibnalamity directly or indirectly involving the Utdd States or
Venezuela, or (vii) in the case of any of the faieg existing on the date hereof, a material acadtn or
worsening thereof; (4) there shall be any injunctigeizure, freeze order, judgment, ruling, ordedecree from any
governmental authority outside Venezuela that paspto restrain, enjoin, prevent, prohibit or makegal the
application of the proceeds of the issuance angl shthe Notes or other financing to pay for thelyeaonsent
payment, the tender offer consideration or thel tmdasideration (each as defined in the and ConSelititation),
as applicable.

EDC Finance may waive any of the conditions of@fer and Consent Solicitation, in whole or in patt
any time and from time to time on or prior to tretlement date of the Offer and Consent Solicitatidowever,
there is no assurance that the closing conditioriea Offer and Consent Solicitation will be sagidfor waived by
EDC Finance and thus, that the consummation obtfeeing of the Notes will occur.

As of March 28, 2008, EDC Finance had received dvatrevocable tenders and consents from

approximately 94% in aggregate principal amounthef outstanding EDC Finance Notes pursuant to fifier @nd
Consent Solicitation.
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USE OF PROCEEDS

The net proceeds of the sale of the Notes will fir@ximately U.S.$680,000,000, after deductionesfsf
and expenses payable by the Issuer.

We intend to use the proceeds from this offeringdifund the repurchase by EDC Finance of the EDC
Finance Notes validly tendered and not withdrawmnspant to the Offer and Consent Solicitation, aiidtiie
remaining balance for general corporate purposssofAMarch 28, 2008, (a) U.S.$260 million in pripal amount
of the EDC Finance Notes were outstanding, andE@®L Finance had received valid irrevocable tendard

consents from approximately 94% in aggregate graicimount of the outstanding EDC Finance Notesuyaunt to
the Offer and Consent Solicitation.

The closing of the Offer and Consent Solicitatisrtdnditioned, among others, to the Financing Ganrdi
and the Majority Tender Condition. The closing listoffering is conditioned upon the satisfactidrthe closing
conditions of the Offer and Consent SolicitatioBee "Risk Factors — The closing of this offeringcésditioned
upon the satisfaction or waiver of the closing dtiads of the Offer and Consent Solicitation."”
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CAPITALIZATION

The following table sets forth EDC's consolidatedtc and cash equivalents, short-term debt, lomg-ter
debt, shareholder's equity and capitalization aBexfember 31, 2007 (1) on an actual basis ands(2dpisted to
give effect to the Offer and Consent Solicitatiamd ahe proceeds from this offering assuming thegt haen
completed on such date and assuming that all olistg EDC Finance Notes are validly tendered oprir to the
early consent date (as defined in the Offer ands€oh Solicitation) and are accepted for paymertha EDC
Finance tender offer and that the proceeds fromdffering are used to pay the aggregate considarat the EDC
Finance tender offer.

No effect is given to the expenses to be incurne@DC in connection with the EDC Finance tendeenoff
and this offering.

On the early consent date (as defined in the Gifet Consent Solicitation) EDC Finance had received
valid irrevocable tenders and consents from appnakely 94% in aggregate principal amount of the BEi@ance
Notes pursuant to the Offer and Consent Solicitatibhere is no assurance that all outstanding Ed@nce Notes
validly tendered on or prior to the early conseated(as defined in the Offer and Consent Solicitgtiwill be
accepted for payment in the EDC Finance tender offe¢hat this offering will be consummated. Conseutly, the
data adjusted to reflect the results of the EDCaf@e tender offer and this offering set forth belsiwould be
regarded as hypothetical. EDC's consolidated fiig@position after any consummation of the EDC Ricextender
offer and the consummation of this offering mayetiimaterially from the information reflected below

The financial information set forth below has bgeepared in accordance with Venezuelan GAAP, which
differ in certain significant respects from U.S. 8R. The information set forth below should be r@adonjunction
with the Audited Financial Statements and the ntitereto included elsewhere in this Offering Cieaul

As of December 31, As adjusted for the EDC Finance tender

2007 offer and this offering
(millions of constant (millions of (millions of constant
bolivares) U.S.$0@ bolivares)

Cash and cash equivalents ..........cccccceeeveeeeeiiieiienee, Bs. 304,288 U.S.$501.23 Bs. 1,077.64
Short-term debt

Bank loans and overdrafts..............oooivmmmmeeveeeeeeeninnn, 4,492 2.09 4,492

Current portion of long-term deBt...........cocoovvvevevevennn. 5,088 2.36 5,088
Total short-term deBt ..........ccovveeieieeeeeeeeees 9,580 4.46 9,580
Long-term debt ...

Bank financing.........ccccovvviiiiiiiiiics e 11,536 5.37 11,536

Notes offered hereby.........cccovveeiiiiiiccecceiiiieeeeeeeeee, 0 650.00 1,397.50

Other bonds and obligations ................commmmmeeeeeeeeeeennn. 542,963 0 0
Total long-term debt ..........ccooevevieeeieeeee e 554,499 655.37 1,409.04
TOtal bt 564,079 659.83 1,418.62
Shareholders' equity

MINOKILY INTEIEST ...vvvieiieiiiieeee e e e e e e e e e e e 4,839 2.25 4.84
Total shareholders' equity............ccoveeeceeeeveeveereereeneae. 4,633,397 2,155.07 4,633.40
Total CapitaliZation ...........cooveeeeeeeeeeeeeeeeeeeeeeeeeeeneeeen, Bs. 5,202,315 U.S.$2,817.15  Bs. 6,056.86

(1) These translations should not be construeccpiesentations that the bolivar amounts actuafiyesent such U.S. dollar
amounts or could have been or could be convertedUrS. dollars at the rates indicated.

(2) The exchange rate used to convert bolivaresuatadnto U.S. dollars is Bs. 2,150.00=U.S.$1.0@, official U.S. dollar
selling rate established by the BCV at the closkeusiness on December, 31, 2007.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following consolidated balance sheet data

aPDetember 31, 2007, 2006 and 2005, and the

consolidated income statement data for each ofthhee years ended December 31, 2007, 2006 and 2@05

derived from EDC's Audited Financial Statement$uded in th

is Offering Circular. Except as othessvindicated,

all of the figures presented below have been espresn constant bolivares as of December 31, 200&flect the

purchasing power of the bolivar as of that dathe figures pre

sented in U.S. dollars below haven bemslated for

the convenience of the reader at the bolivar/UoBadexchange rate in effect as of December 30721f Bs. 2,150

= U.S.$1.00. EDC's Audited Financial Statements grepa
differs in certain respects from U.S. GAAP. Fofoimation ¢

Venezuelan GAAP, see "Annex A — Principal Differendgetween U.S. GAAP and Venezuelan GAAP."

red in accordance with Venezuelan GAAP, lwhic
oncerning the differences between U.8AB and
For

information as to the manner in which financialoimhation is presented in this Offering Circulare S€resentation

of Certain Financial and Other Information."

At or for the Year Ended December 31,

2007

2007 2006 2005

(in millions of
U.S.$, except for
share amounts

(in millions of constant bolivares,

and ratios) except for share amounts and ratios)
Consolidated Balance Sheet Data
Cash and cash equivalents ............cccccceee.. 141.5 304,288 502,154 439,404
Restricted cash.........ccueveeiiiiiiiiiiiis - - - 124,368
Current assets........ooovviviiiiiiiiiii e 317.1 681,705 981,035 984,369
Property, plant & equipment........................ 2,323.6 4,995,751 5,164,094 5,454,829
Total @SSetS ..ccoeeviiiiiiieei e 2,819.2 6,061,373 6,431,625 6,765,059
Current liabilities ... e, 204.7 440,119 651,686 716,034
Short-term debt.........cccooviiiiiiii s 4.5 9,580 110,023 243,323
Long-term debt .........c.coveveeeeereeeeee 257.9 554,499 686,501 961,924
Total debt 262.4 564,079 796,524 1,205,247
Total liabilities........ccveeeeiiiiieee 661.9 1,423,137 1,586,399 1,968,668
Total stockholders' equity .............eeeeeeaeee. 2,155.1 4,633,397 4,841,601 4,793,434
Total liabilities and stockholders' equity ....... ,829.2 6,061,373 6,431,625 6,765,059
Consolidated Income Statement Data
Operating reVeNUES .........cceeveeeeeeeiiisimees 777.8 1,672,244 1,912,808 1,949,522
Operating expense..........ccccovvvvveeenenn. 753.3 1,64M6 1,538,571 1,543,317
Operating iNnCome .............ooooeiiiiiiiiinnes 24.5 52,595 374,237 406,205
Depreciation and amortization...................... 230.8 496,254 529,020 556,414
Comprehensive financing income (cost), net. 27.8 {2 28,432 (139,726)
Interest expense, Net ..........coeeevvvvvvveeennnes 39.0 83,798 90,173 168,183
Net income (10SS)......ccceevvvviiiiiciiiivi e 46.5 99,884 310,342 244,217
EBITDAD ..o 255.3 548,849 903,257 962,619
Earnings per share .........cccccevvvvviiiiicceeee, 0.01 30.34 96.84 77.41
Capital stock inflation adjusted .............c..... 1,635.0 3,515,249 3,515,249 3,495,877

Weighted average humber of common
shares outstanding
Ratios and Other Data:

3,292,214,078

3,292,214,078  3,204,529,5731543837,711

CAPEX ..ottt 160.4 344,793 242,570 189,939
EBITDA / Interest expense, net............cccuueeee 6.6 6.6 10.0 5.7
Debt / EBITDA. ... e 1.0 1.0 0.9 1.3
(EBITDA-CAPEX) / Interest expense, net.... 2.4 2.4 7.3 4.6

@

(2) EDC presents EBITDA (earnings before intereéakes, depre
performance because it believes that EBITDA pravidemore

Includes general and administrative expenses.

ciation and amortization) as a suppla@heneasure of
thorough understanding of EDC's opergigformance

before the impact of investing and financing tratisms. EBITDA is among the more significant fastin management's
evaluation of company-wide performance. EBITDA t@ncomputed by adding depreciation and amortizdiircluded in
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operating expenses) to operating income (loss).ITBB should not be considered as an alternativartg measure of
operating results as promulgated under VenezueldARGor U.S. GAAP such as operating income or nebine, nor
should it be considered as an indicator of EDCerail/financial performance. EBITDA does not fulgnsider the impact
of investing or financing transactions as it spealfy excludes depreciation and interest chargésch should also be
considered in the overall evaluation of results.oréver, EDC's method for calculating EBITDA mayfeti from the

method utilized by other companies and thereforagarability may be limited.

Selected Operating Statistics

EDC's regulated electricity business

At or for the Year Ended December 31,

2007 2006 2005

Installed capacityMW).........eeeiieiiiiiieaaaee et 2,316 2,316 2,316
Aggregate period gross productidEWh?(l) ........................................... 11,407 10,405 10,160
Aggregate period net productioBWH® ............cocoooeevieeeeeeeeeeen, 1390 10,079 9,846
Aggregate electricity purchase@WWh...........cccvvvviiiiiiiiiiiieee e, 2,214 3,476 3,086
Aggregate electricity SOIdAWH) ..., 11,749 11,392 10,526
Average pricefer KWh in BEY.......ccoooiiieeeeeeeeeeeeeeeeeeeeee, 108.5 110.1 106.2
TechniCal 10SSES (FB).......o.voveeeeeeee et 7.21% 7.06% 7.41%
Non-technical 10SSES (FB)...........cooeeeieeeeeeeeeeeeee e 5.53% 7.83% 10.30%
NUMDEr Of CUSTOMEIS. ...ttt 331833 1,103,149 1,029,805
GWh Per emMPIOYER............oiieieeeeeeeeeeeeeeee e, 4.11 4.04 4.06
Customers per eMPIOYEE ......ooooiiiiiiii e 405 933 371
EMPIOYEES ...ttt 2,854 2,807 2,783

(1) Gross production is EDC's regulated electrititisiness's gross production, including electriaged in EDC's plants and
its own operations (and not available for sale) @utinical and non-technical losses.

(2) Net production is EDC's regulated electricitysimess's gross production, less electricity usecEDC's plants and
operations (and not available for sale) and te@i@ind non-technical losses.

(3) Including prices for CALEY.

(4) Figures for technical and non-technical lossgsresent a 12-month average of EDC's regulatectrieiey business's
transmission and distribution losses and theft &add losses, and are computed as a percentagetadf electricity
generated and purchased.

(5) Aggregate electricity sold (GWh) divided by thember of employees.

GENEVAPCA

At or for the Year Ended December 31,

2007 2006 2005
Generating units — electricity (turbines) ....occco.oooiiiiiiii 3 3 3
Generating units — steam (bOoIlers) ..........cooeeeeiiii s 4 4 4
Installed capacity (MW) ...t 300 300 300
Installed capacity (in MELrC tONS)..........cummmeeeeeeeiieiieaaaaae e 240 024 240
Aggregate steam sold (in MEetric tONS) .......ccceeeereiiiiiiieeeeee 1,091,003 87994 897,091
Aggregate electricity sold (GWh)...........uviemmemriiiiiiiieeereecee e 1,698,797 1,530,122 1,456,481
EMPIOYEES .o 43 38 40
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiomctvith EDC's financial statements and notes ttere
included elsewhere in this Offering Circular. EP€pares its financial statements in bolivares sc@dance with
Venezuelan GAAP, which differ from U.S. GAAP inescgspects. See "Annex A — Principal Differenedwden
U.S. GAAP and Venezuelan GAAP."

This section is intended to assist in the undeditapand assessment of the trends and signifidaanges
in EDC's results of operations and financial comatit EDC's historical results may not be indicatief its future
performance. The forward-looking statements comdiin this section are subject to a variety otdes that could
cause actual results to differ materially from thaontemplated by these statements.

Overview of Factors Impacting EDC's Business

EDC's principal business is the generation, trassion and distribution of electricity in Venezuelad its
results of operations and financial condition affecded by a number of factors, the most importahtvhich
include:

» political developments, which affect the Venezuaetannomy as well as EDC's business and results of
operations and its ability to obtain financing frexternal sources;

» regulatory requirements applicable to electricitylities in Venezuela affecting the tariffs EDC is
permitted to charge its customers and impose stdadan EDC's operations that affect EDC's
operating costs;

« fluctuations in exchange rates and inflation ratesich affect EDC's results of operations and the
value of its assets and liabilities as recordeitsifinancial statements;

» the new regulatory framework applicable to EDC,aagovernment owned entity and subsidiary of
PDVSA, which allows EDC to gain access to (i) fgreicurrency through the exchange rate
agreements between the Venezuelan government ari8iGN, (i) funds allocated by the Venezuelan
government under certain trade agreements withr gthtons, and (iii) PDVSA's investor base pool,
which EDC believes positively affects its abilitp bbtain financing from external and internal
investors; and

» the capital expenditures plans outlined by EDCidradling shareholder, the Venezuela government.
Venezuelan Political Environment.

During the last several years, Venezuela has uondergolitical instability as the political and salci
turmoil between groups that support the Chavez aitnation and those that oppose it has intensifi€litical
instability in Venezuela has had serious adverfecesf on the Venezuelan economy. During 2006 &Y 2the
Venezuelan economy expanded by 10.35% and 8.4%ectely. In addition, during 2006 and 2007 the
Venezuelan government maintained the fixed ratevéen the bolivar and the U.S. dollar, notwithstagdnflation
during 2006 and 2007 of 13.6% and 22.5%, respdgtiv®uring periods of economic contraction in Venela,
EDC has often experienced decreases in its reveangegicreases in its non-technical losses, rayliricreases in
its allowances for doubtful accounts. After then€euelan government, through PDVSA, acquired ED®ax 14,
2007, EDC has invested financial and technicaluesgs to reduce its non-technical losses achieamgnportant
decrease in EDC's total losses. EDC remains coemfiitt render high quality services to its customers

For more information regarding the political sitoatin Venezuela and its effect on EDC's businsss,
"Risk Factors — Risk Factors Relating to Venezuela."
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Regulatory Requirements Applicable to Electricitytilifies

EDC's results of operations are affected by theletgry regime applicable to the electricity busisén
Venezuela. Most significantly, EDC's results okmgions are affected by its ability to adjusttasffs to reflect
changes in the devaluation of the bolivar and iivita

The current regulations establish tariffs for eaddctric utility in Venezuela using a cost-plusuret on
investment methodology, based on information reiggrééach company's assets, cost structure and celaed
information.

The tariff regime contemplates:
« annual tariff increases,
« semi-annual adjustments to reflect exchange ratduations and inflation, and

« monthly adjustments based on the price of fuel usegenerate electricity and the price of purchased
electricity.

EDC has generally been permitted to adjust thdfsacharged to its customers for electricity seedc
Nevertheless, these adjustments have not alwaysrbade in the amounts and on the schedule setifottie tariff
regime applicable to EDC. From time to time, then€zuelan government has suspended tariff increpspemrily
with respect to residential customers, for social political reasons. During such periods, the \Zemdan
government has reduced the price that EDC paylifdrused to generate electricity and thereforeCHias agreed
not to seek adjustments of its tariffs.

For instance, on April 3, 2002, the Energy Ministipd theMinisterio del Poder Popular para las
Industrias Ligeras y Comerci@'MILCQO") issued a joint resolution that modifigtie existing tariff regime and
established new tariffs to be applied during theaider of 2002.

On February 6, 2003, the Venezuelan governmenéisaudecree pursuant to which the prices of esdenti
goods and services, including electricity servicesre frozen indefinitely. Subsequently, on May2803, the
Energy Ministry and MILCO issued a joint resolutidghat temporarily suspended the application of FAP
Adjustments to tariffs charged by electricity uids. However, the joint resolution dated May 802 did not affect
the tariff adjustments approved in January 2008 expressly authorized the Energy Ministry to appré-AP
Adjustments on a case-by-case basis. As a relalEmergy Ministry approved the application of FA&justments
to increase tariffs by 2.5% in September and Oatob2003, which represented an 10.38% increaske negpect to
the tariff that was in effect for the first semestd 2003. EDC's total tariff increase was 39.0666 2003.
Additionally, on March 22, 2006, the Energy Minis@pproved FAP Adjustments resulting in tariff ieases of
6.48% for EDC and 3.23% for CALEY. The Energy Minjshas allowed CACE Adjustments in recognition of
increased price of combustible fuel used to gereetectricity and purchased electricity for periotlsen tariffs
were not adjusted.

EDC's tariffs have not been adjusted nor modifigdhe Energy Ministry since March 2006. During 2006
the Energy Ministry reduced the cost of methanelyat8%, which in turn contributed to EDC's margiorease in
that year; however, as of January 1, 2007, thedggnidinistry increased the methane gas tariff by6246.

For more information regarding the new service ifuatandards and capital expenditures EDC exgects
incur in connection with its distribution activiie see "— Liquidity and Capital Resources — Plannagit@l
Expenditures" and "Risk Factors — Risks Relatinggso— We are subject to a series of new requirenrefdsing
to the quality of the electric service we provideour customers which could result in increasedatp® costs."

For more information regarding the regulatory regiapplicable to EDC's electricity business in Versda,
see "The Electricity Industry in Venezuela."
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Effects of Currency Devaluation and Inflation on ED's Financial Statements

EDC's operations are significantly affected by enony devaluation because tariff regulations aresthas
substantially on the price of fuel used by EDC &neyate electricity. Inflation also affects revesiubecause a
majority of EDC's billing and collections are denaoated in bolivares, and adjusted semi-annuallythey FAP
Adjustment. EDC's operating expenses are alsetafleby devaluation because the price of fuel Bid€ uses to
generate electricity is denominated in U.S. dol{aithough payable in bolivares) and EDC importg ain portion
of the goods that it purchases for use in its lrssn Labor and other costs are mostly incurrdmbifvares. Most of
EDC's capital expenditures and a significant péritofinancing expenses are incurred in currenateer than
bolivares, such as U.S. dollars.

The inflationary environment that has prevailedtlie Venezuelan economy in recent years produces
distortions in the financial statements of Veneanetompanies, including those of EDC. In confoymitith
Venezuelan GAAP, EDC prepares its consolidatedhfiie statements in accordance with a price ledgisiment
methodology that results in constant currency nusiieat can be compared between periods. AccorgitgdC
monetarily adjusts its financial statements usihg €PI to minimize the impact of the distortionsused by
inflation on its financial statements. Howeverridg periods when inflation is not consistent witie devaluation
of the bolivar against other currencies, distoiomay occur which make period-to-period comparigbfinancial
statements difficult. See "Presentation of CerEirancial and Other Information."

Exchange Controls

On January 21, 2003, the Finance Ministry and ti/Buspended the trading of foreign currencies in
Venezuela. On February 5, 2003, the Venezuelaergavent and the BCV adopted an exchange contrahesg
Since that time a series of exchange agreementseete and regulations have been established tthedfinal
framework of the abovementioned regime. Effectiaepuhry 1, 2008, the currency of Venezuela has beewerted
to the Bolivar Fuerte, which represents one thodisholivares. Accordingly, from that date the Udallar
exchange rate has been set at Bs. F 2.14=U.S.$drQfurchase operations and Bs. F 2.15=U.S.$1.0Gdte
operations.

Under the exchange control regime, entities thaintas or incur indebtedness denominated in foreign
currencies and wish to obtain U.S. dollars from B@V to pay principal, interest and other amountsespect of
such indebtedness must obtain an approval fromhawmd the indebtedness registered with, CADIVI.adidition to
the foregoing approval, Venezuelan entities musd albtain from CADIVI separate approvals for theghase of
foreign currency from the BCV necessary from tiroditne to make payments under their registeredhtatiness.
For more information, see "Risk Factors — Risk Fecielating to Venezuela."

After PDVSA acquired us on May 14, 2007, we becaméenezuelan government owned entity, gaining
access to foreign currency through the exchangeagteements between the Venezuelan governmenhamCV.
Such access to foreign currency is in part regdldteough Exchange Agreemeit 9, which regulates PDVSA's
foreign currency access and, in turn, allows usPB&SA's subsidiary, to incur additional indebtesihéf such
indebtedness is approved by the President of Vet@zds a result, our indebtedness is consolidatitd the
Venezuelan government's external indebtedness atou

As a result of the implementation of Decié®5,330, EDC temporarily will become a subsidiafyC&N,
and all subsidiaries of CEN shall be merged intdNG# or before May 2, 2010, the date three yedes &fsuance
of Decree N° 5,330. Upon EDC becoming a subsididrZEN, and later being merged into CEN, the ns@es
foreign currency to comply with payment of intergatincipal and other obligations under the Notgesxpected to
be obtained directly from the BCV pursuant to deti2 of Exchange Agreement No. 7.

The imposition of exchange controls in Venezuelg, ledong with the political environment referred to
above under "— Venezuelan Political Environment,Veadely affected EDC's ability to obtain financifrgm
foreign sources, which have affected in the padtmay affect in the future EDC's ability to undé&gamportant
projects and refinance its existing indebtedness.
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Critical Accounting Policies and Estimates

In preparing EDC's financial statements, EDC isunel to make estimates and judgments that affect t
amounts of its assets, liabilities, revenues anqukrses. EDC continually evaluates these estimatdading those
related to allowances for doubtful accounts, ingees, useful lives of property, plant and equipmeontingent
liabilities, pension plans and the fair value ofafincial instruments. EDC bases its estimates eotorigal
information and assumptions that it believes tadssonable under existing circumstances. Thegmatss form
the basis for judgments concerning the carryingeaf EDC's assets and liabilities. Actual resuitsy differ from
these estimates. The most significant accountiigips followed by EDC and its subsidiaries in gireparation of
their consolidated financial statements are sehfoelow.

Allowance for Doubtful Accounts

EDC maintains an allowance for doubtful accountleatls that it considers adequate to cover pahiynti
uncollectable accounts. EDC estimates a percerdfgs monthly billings as doubtful accounts. Naement
evaluates the levels of the allowance based oonrfathat may affect the collectability of billed aomts. The age
of uncollected balances receivable and the cuswirfirancial well-being are monitored to ensure tra adequate
allowance is made in EDC's consolidated finandiesnents. As of December 31, 2007 and 2006, ERGrded
an allowance for doubtful accounts of Bs. 9.22idmlland Bs. 13.55 billion, respectively, on grosglé accounts
receivable of Bs. 344.21 billion and Bs. 425.38duil, respectively.

EDC does not record any provision for receivablesnf governmental entities, which comprise 25% and
33% of gross trade accounts receivable, as of Dieeer@l 2007 and 2006, respectively. EDC does natgeh
interest on uncollected accounts receivable froregumental entities.

Property, Plant and Equipment, net

Property, plant and equipment is recorded at codtcepreciated over its estimated useful life. BD&/
be required to decrease the estimated useful fifes roperty, plant and equipment under certaioumnstances,
such as if EDC experiences a significant excesmpécity over demand or a sustained, significaclimmin prices
at which it sells electricity. EDC may also deae#he estimated useful life of its property, plantl equipment if
they sustain significant physical damage or med@rfailure. To date, EDC has not had to revisg ahits
estimates of the useful lives of its property, pland equipment. The estimated average remairsefullife of
EDC's property, plant and equipment is 10 years.

Long-lived Assets

EDC assesses long-lived assets other than projdaiyt, and equipment for impairment when indicatafrs
impairment exist. EDC uses estimates of undiseulcash flow based on expected cash flow from Heeand
eventual disposition of the assets to test theveredility of specific long-lived assets. For dsgmups that meet
the criteria under Ihternational Financial Reporting Standard¢'lFRS") 5 as held-for-sale, EDC evaluates the
asset groups for impairment based on the expeattdales proceeds that it expects to realize. riguttie years
ended December 31, 2007, 2006, and 2005, no impatenwere recorded for long-lived assets to be aettused.

If EDC's estimate of net sales proceeds is inctrtee recorded impairment charge would be increéaseeduced
by the same amount.

Labor Liabilities

EDC's employees patrticipate in unfunded benefisjgenplans. EDC's pension and post-retirementfiiene
costs are developed from actuarial valuations usheg methodology required by the International Aguing
StandardN® 19 (IAS 19), "Employee Benefits." Inherent inghevaluations are key assumptions made by EDC's
management, such as the discount rate and salargase rate. Material changes in EDC's pension parst
retirement benefit costs may occur in the future thuchanges in these assumptions, changes iruthken of plan
participants and changes in the level of benefitwided. On July 1, 2007, our management decideatjust the
pension payments to retirees provided for in ther m@ion labor contract, to the national urban mimmwage
(salario minimo urbano nacionglaffecting our results for the year ended Decandie 2007, in an amount of Bs.
121.04 billion (approximately U.S.$56.30 million).
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Income Taxes

Income tax for any period consists of current imeotax and deferred income tax. Current incomeidax
calculated and paid from the taxable income fohqueriod at the rate applicable as of the datd@fcbnsolidated
balance sheet. Deferred income tax is determinguaguhe balance method pursuant to the provisidnshe
Declaracion de Principios de Contabilidad® 18 (DPC-3) "Contabilizacion del Impuesto sobre lan®," which
provides that the assets and liabilities are reizeghas a result of future tax consequences atifithei to differences
between the amount of assets and liabilities ireduith the financial statements and its correspantin basis, as
well as for operating losses and tax credits thadaferrable to future periods.

The value of the deferred assets and liabilisedetermined pursuant to the tax rates that areateq to be
applicable to the taxable income for the periodviiich the temporary differences will be recovereccancelled.
The effect of changes in the tax rates over therded assets and liabilities is recorded and reizegrin the results
of operations of the period in which they ententd ieffect.

In the determination of the reasonableness of ttiweadeferred income tax that is recognized, EDC's
managers consider the probability, beyond any rese doubt, that any part of the active deferd it not
realizable. The final realization of an active defd income tax depends on the existence of taxabteme during
the periods in which the temporary differences deeluctible. As of December 31, 2007, EDC has aiveact
deferred income tax of Bs. 124.04 million and dgrthe fiscal year ended December 31, 2007, EDCgrezed a
deferred income tax gain of Bs. 34.85 million. Bkxte 3(r) and Note 19 to the Audited Financial &ta¢nts for the
year ended December 31, 2007, included in thisrbffeCircular.

Transition to International Financial Reporting Stadards

Currently, Venezuela's accounting requirementsliied companies are based on approved principles
published by the Venezuelan Federation of Publicolotants and the CNV. International Accountingn8trds
("IAS") are considered to be an integral part ofngeuelan GAAP when Venezuelan GAAP does not include
standard that covers a specific situation. Ifssué is not covered by Venezuelan GAAP or IAS, exiGAAP
must be applied. In the absence of authoritatteeslture under Mexican GAAP, U.S. GAAP is followed

According to the Venezuelan Federation of Publicdmtants, all listed companies in Venezuela are
obligated to adopt IAS and IFRS in their finangttements for periods beginning after January0082 EDC is
currently transitioning its accounting policiesdomply with these standards.

Off-Balance Sheet Transactions

In the ordinary course of business, EDC has entiatedcertain financial transactions that are raftected
in the balance sheet, such as commitments to rans and commitments under letters of credit. Statsactions
are recorded in the financial statements when budéi&ment thereunder occurs. The agreements gagethése
types of transactions sometimes are terminatecbwitany disbursements being made thereunder.

Results of Operations for the Years Ended Decemb&l, 2007, 2006 and 2005
Operating Revenue

Operating revenue comprises sales of electricitincppally by EDC's regulated electricity businessd
GENEVAPCA, and other sales of services renderednbg-electricity related subsidiaries of EDC. Satds
electricity, which include sales of self-generatddctricity as well as sales of substitute and remtelectricity
(purchased principally from EDELCA), are affectegl\mlume and price (which is dependent on tariffEDC has
maintained the same tariff level since Septemb@B82@ther sales principally include revenues filaihcollection
services provided on behalf of third parties bydministradora Serdeco, C.A("SERDECO") and
telecommunications services provided@ymunicaciones Méviles EDC, C.ACOMMOVIL") and EDC Network
Communications S.C.S. ("EDC Network").

The following table shows information regarding EBGperating revenues from electricity sales amheot
sales for the years ended December 31, 2007, 2aD@G05.
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For the Year Ended December 31,

2007 2007 2006 2005
(in millions (in millions of constant Bolivares and as a pereget
of U.S.$) change from the prior year)
Sales of electricity ...........cccce..e 738.31 1,587,369 (13.97)% 1,845,173 (1.35% 1.,89,4
Othersales......cccooeeeevvieeeeeinienenn, 39.48 84,875 25.49% 67,635 (14.50)% 79,103
Total....ooooie 777.79 1,672,244 (12.58)% 1,912,808  (1.88)% 1,949,522

The following table shows the volume of electrici#tygld by EDC for the years ended December 31, 2007,
2006 and 2005.

For the Year Ended December 31,

2007 2006 2005
(in GWh and as percentage change from the prior)yea
Sales of electriCity ...........ccooeecivviiiieeeeeienns 13,490 4.05% 12,965 7.87% 12,018

The following table shows information regarding EB©@perating revenues by customer type for thesyear
ended December 31, 2007, 2006 and 2005.

For the Year Ended December 31,

2007 2007 2006 2005
(in millions of

U.S.$) (in millions of constant bolivares)
COMMEICIAL ...ttt 263.36 566,224 4083 250,695
Residential ...........cccuiiiiiiiiiieiee e 248.25 533,743 622,528 626,130
INAUSEITAL. ... 90.61 194880 235,483 695,137
GOVEIMMENT ...ttt eeee et e e e e e e e 136.09 292,599 333,119 298,457
TOAL e 738.31 1,587,369 1,845,173 1,870,419

2007 Compared to 2006

EDC's operating revenues for the year ended Dece&ihe2007 totaled Bs. 1,672.24 billion, a decreafse
Bs. 240.56 billion, or 12.58%, from operating rewea of Bs. 1,912.81 billion for the year ended Deloer 31,
2006. The decrease in revenues is attributablalynto a decrease in real tariffs resulting frore tverage tariff
charged to customers remaining unchanged for the eleded December 31, 2007 while accumulated iofidh
Venezuela reached 22.5% for the same period.

2006 Compared to 2005

EDC's operating revenues for the year ended Dece&ihe2006 totaled Bs. 1,912.81 billion, a decraafse
Bs. 36.71 billion, or 1.88%, from operating revesiwé Bs. 1,949.52 billion for the year ended Decengil, 2005.
EDC's operating revenues declined mainly because @écrease in real tariffs resulting from the ager tariff
charged to customers remaining unchanged in 200& Wienezuela recorded accumulated inflation oR%6.in
2006.

Operating Expenses

Operating expenses consist of expenses relatingdts of generation and purchase of power, trarsoms
and distribution activities and depreciation andeimation.

Expenses relating to electricity generation area#d by per unit production cost (which is dependa
the efficiency of EDC's electricity generation @nithe volume of electricity generated, the priéduel used to
generate electricity and labor costs associatetl géneration activities). Expenses relating to ppnechase of
substitute power are affected by the price of fuBkpenses relating to transmission and distrilouiielude labor
costs relating to transmission and distributionivétges, costs of services provided by third pastiend costs of
materials and spare parts. Depreciation and aratidn expenses consist of expenses relating tasbé®f property,
plant and equipment based on each item's usedul lif
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The following table provides operating expense limiation for the years ended December 31, 2007, 2006
and 2005:

For the Year Ended December 31,

2007 2007 2006 2005
(in millions (in millions of constant Bolivares and as a pereget
of U.S.$) change from the prior year)
Generation and purchase of
POWEN ... e e e e e e e e eeeeeeaaenns 221.91 477,107 25.05% 381,530 (13.91)% 443,161
Transmission and distribution...... 151.18 325,027 23.13% 263,961 26.21% 209,141
Depreciation and amortization..... 230.82 496,254  (6.19)% 529,020  (4.92)% 556,414
Total Operating Expenses ......... 60391 1,298388  10.55% _ 1174511 (2.83)% _1,208,716

2007 Compared to 2006

EDC's operating expenses for the year ended DegeBihe007 totaled Bs. 1,298.39 billion, an inceeas
of Bs. 123.88 billion, or 10.55%, from operatingperses of Bs. 1,174.51 billion for the same peiio@006.
Operating expenses increased in 2007 mainly asudt ref a new union labor contract and the incréasgension
payments to retirees.

2006 Compared to 2005

EDC's operating expenses for the year ended Deae3ib@006 totaled Bs. 1,174.51 billion, a decrezfse
Bs. 34.20 billion, or 2.83%, from EDC's operatingpenses of Bs. 1,208.71 billion for the year enBedember 31,
2005. Operating expenses decreased mainly asilhoés decrease in the costs for purchase ofgynend fuel.

General and Administrative Expenses

General and administrative expenses include bdd akowances, labor costs relating to management,
including bonuses and other profit-sharing contiiims based on net income, costs of services peovldy third
parties and other general and administrative exgens

2007 Compared to 2006

EDC's general and administrative expenses for #sr ¥nded December 31, 2007 totaled Bs. 321.26
billion, a decrease of Bs. 42.8 hillion, or 11.76%6m EDC's general and administrative expenseBsf364.06
billion for the year ended December 31, 2006. @fieg expenses decreased mainly as a result of E@Ecision
in 2006 to (i) record a provision to cover an irase in EDC's employees' and retirees' compensatioh(ii) invest
in information technology and other related expsriseupdate its internal software.

2006 Compared to 2005

EDC's general and administrative expenses for #a gnded December 31, 2006 totaled Bs. 364.06rhilan
increase of Bs. 29.46 billion, or 8.80%, from EDGfserating expenses of Bs. 334.60 billion for tlearyended
December 31, 2005. Operating expenses increasatdynas a result of EDC's decision in 2006 to @rard a
provision to cover an increase in EDC's employeasl retirees' compensation, and (ii) invest in rim@tion
technology and other related expenses to updaitgétsal software.

Other Income (Expense), Net

2007 Compared to 2006

EDC recorded other income, net of Bs. 10.19 billionthe year ended December 31, 2006, compared to
other income, net of Bs. 78.77 billion for the yemded December 31, 2007. This variation was dimeapily to
the divesture of assets in an amount of Bs. 9,0ibmand the analysis and implementation of derccounts in
connection with the adoption of IFRS.
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2006 Compared to 2005

EDC recorded other income, net of Bs. 10.19 billionthe year ended December 31, 2006, compared to
other income, net of Bs. 66.28 billion for the yemded December 31, 2005. This decrease of B89 d#llion in
other income, net during 2006 was mainly due teerehase in transactions with securities and the sltertain
assets such as EDC's helicopter andlthree Surbuilding.

Comprehensive Financing Income (Cost), Net

Comprehensive financing income (cost), net, reprssthe difference between interest income anddste
expense, gains and losses due to exchange rateafiions and inflationary gains and losses from ED@onetary
position. EDC invests its available cash in semg;j time deposits, commercial paper, corporatedbp asset-
backed securities, etc. Generally, gains from emgharate fluctuations are a result of maintainingrenassets
denominated in foreign currencies than liabilitiesnflationary losses generally result from maintag a net
monetary asset position in bolivares, while inflatiry gains generally result from maintaining a nmeinetary
liability position in bolivares.

2007 Compared to 2006

During the year ended December 31, 2007, the iatdmgnefit of financing was Bs. 59.77 billion, an
increase of 110.21% compared to Bs. 28.43 billentlfie year ended December 31, 2006. This increasethe
result of (a) a lower level of debt stemming frohe tporepayment and repayment of loans from foreigph lacal
sources; and (b) the application of a lower aveiatgrest rate on EDC'’s bolivar-denominated debic@ampared to
2006, which led to a 22.05% decrease in interedtfamancial expenses. Another favorable factor tasstability
of the official Bolivar/US Dollar exchange rate, iasin was not adjusted by the Venezuelan governniérg. Bs.
24.52 billion interest earned during the year endltember 31, 2007 represented a decrease of 49a&5%
compared to Bs. 48.78 billion interest earned dythre year ended December 31, 2006, due mainlydeceease in
short-term temporary investments during the yeaedrDecember 31, 2007.

2006 Compared to 2005

During the year ended December 31, 2006, EDC obdaan integral benefit of financing of Bs. 28.43
billion compared to an integral cost of financingBs. 139.73 billion recorded for 2005. This was tesult of: (1) a
lower level of debt stemming from the prepaymernt egpayment of loans from foreign and local sour¢2slower
local interest rates applied to bolivar-denominatett, which resulted in a 38.80% decline in irdesnd financial
expenses, and (3) the stability of the official leedage rate.

Income Tax Provision

Income tax is calculated based upon taxable incexpeessed in historical bolivares, plus a tax tidta
adjustment over non-monetary assets net of stodkhsl equity. Investment tax credits for propegiant and
equipment reduce the income tax during the yeawhith such assets are placed in service. Suchtsrediy be
carried forward for up to three subsequent peribeginning in the year in which they are generatégkewise,
Venezuelan tax regulations also allow fiscal lose&esept for those resulting from the tax inflataxjustment, to be
carried forward for three years. Tax credits fiecél losses arising from the tax inflation adjusitare permitted
to be carried forward one year.

2007 Compared to 2006

EDC's income tax decreased 11.66% to Bs. 89.9ipmifbr the year ended December 31, 2007 from Bs.
101.85 billion for the year ended December 31, 2a0i& mainly to an absence of any extraordinarynesvas
opposed to those occurred during the year endeéreer 31, 2006, such as Bs. 65.82 billion fromfthmeling of
certain pension trust, the cancellation of the merssfund and Bs. 16.71 billion in losses resultingm non-
recoverable account receivables.
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2006 Compared to 2005

EDC's income tax increased 16.46% to Bs. 101.8mbifor the year ended December 31, 2006 from Bs.
87.46 billion for the year ended December 31, 2afife mainly to EDC's business reorganization dué6@5,
which allowed us to carry forward Bs. 21.69 billieesulting from tax losses and tax credits fronoprears
accrued by our former subsidiaries CALEV and ELEGGU

Net Income

2007 Compared to 2006

EDC recorded net income for the year ended DecerdbeP007 of Bs. 99.88 billion, a decrease of Bs.
210.46 billion, or 67.81%, from net income of B40334 billion for the same period in 2006. Net imedecreased
mainly as a result of the decrease in operatingregs, the increase in pension payments to retinegshe effect
of inflation and lack of tariff adjustments.

2006 Compared to 2005

EDC's net income for the year ended December 3026 26taled Bs. 310.34 billion, an increase of Bs.
66.12 billion, or 27.08%, from EDC's net incomeBs. 244.22 billion for the year ended DecemberZ5. For
the year ended December 31, 2006, net income isedaarimarily as a result of lower net financingtso

Liquidity and Capital Resources
Overview of Cash Flow

EDC's primary sources of cash are revenues fromailss of electricity in Venezuela and short andyio
term borrowings in U.S. dollars and bolivares.

EDC's principal uses of cash have been:

e operating expenses, such as maintenance, salaiebases of raw materials and taxes;
» capital expenditures;

* debt service;and

» dividends.

EDC believes that cash flow generated from its af@ns, cash balances and borrowings will be sefiic
to meet its working capital, debt service, acqigsitand capital expenditure requirements through riext 12
months.

2007 Compared to 2006

EDC's net cash flow provided by operating actigitteecreased 39.40% to Bs. 304.29 billion for thar ye
ended December 31, 2007 from Bs. 502.15 billiontlfier year ended December 31, 2006. This decreasedue
mainly to the adjustment of the pension paymentsetioees provided for in the new union labor cantr to the
national urban minimum wagedlario minimo urbano naciongl

EDC's financing activities used Bs. 435.60 billimn the year ended December 31, 2007, a decrease of
31.46% from Bs. 635.55 billion used for the yeadesh December 31, 2006. This decrease in cashuked in
financing activities was due principally to a retion of Bs. 232.45 billion in debt repayments andnetary
adjustments. EDC did not incur any funded indetsd in 2007.
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Capital Expenditures

The following table sets out EDC's capital expamnei for the years ended December 31, 2007, 2006 an

2005.
For the Year Ended December 31,
2007 2007 2006 2005
(in millions of

U.S.9) (in millions of constant bolivares)
GENEIAtION ....vvveieiiii e eeeme e 21.94 Bs. 47,165 Bs. 51,254 Bs. 71,687
Transmission 15.15 32,562 31,176 30,396
Distribution...........coeooeveviiiieennnnn. 108.94 234,217 99,189 53,127
Other Properties 14.35 30,849 60,951 34,729
o] = | TP 160.38 Bs. 344,793 Bs. 242,570 Bs. 189,939

Planned Capital Expenditures

Our capital expenditure policy seeks to maintain existing asset base while maximizing the valu¢hef
overall business. This policy emphasizes investmeaduired for maintenance while keeping acceptablety
levels. We expect to receive in future periods air@nd indirect resources from the Venezuelan govent to
expand our network and infrastructure, which weadwel will significantly increase our generation aajy during
the following years. Since PDVSA's acquisition ofrejority interest in EDC, we have undertaken int@oirr
projects for the expansion of our generation cdpaticluding the construction of (i) a combinedztsy generation
facility of 500 MW to supply the north-central regi with electricity and; (ii) a simple-cycle gengoa facility of
180 MW inlsla de Margarita which projects are being financed through ancatiion to EDC by the Venezuelan
government of approximately U.S.$310 million undgoint Venezuela-China agreement. See "—VenezZDhina
Agreement."

We plan to make capital expenditures in the aréamopsmission and distribution in order to meetnded
growth projections, maintain minimum service quabtandards and improve safety levels. We also f@amake
capital expenditures within the next five yearsipalate and maintain our transmission and distidoutietwork and
associated systems, principally by replacing okripment with advanced technical equipment. Itiqdar, we
expect to undertake the following capital expenditorojects in the areas of transmission and digtion:

« expenditures to improve the capacity of certaimgraission lines to transmit energy output from the
Tacoa plant and the Oscar Augusto Machado ("OAMU)lity, which improvements are expected to
enhance the efficiency of those generation plants;

* investments to expand our system through the omati new substations, as well as re-conditioning
of pre-existing substations to increase their capac

» expenditures to eliminate bottle-necks and builtvoek expansions for future developments; and

» investments for an approximate amount of U.S.$140ilBon to re-condition our current electricity
infrastructure so that we can expand our servieasto new urban developments and incorporate new
users to our network in remote areas (suctCaglad Camino de los Indipsall in support of the
Venezuelan government's plans for the electri@tter.

In the area of generation, we intend to make sSiganit investments to maintain and overhaul our
generation plants and equipment.

Venezuela-China Agreement

According to the Offering Memorandum of the Bolilear Republic of Venezuela, in November 2007, the
Banco de Desarrollo Econémico y Social de Venezerlared into a credit facility with China Developnt Bank
in the aggregate amount of U.S.$4 billion in conimecwith the creation of a Sino-Venezuelan JoinhdF between
the Governments of China and Venezuela to finareeeldpment and infrastructure projects in Venezu&lze
credit facility has a term of three years renewdblea term of 15 years. Pursuant to this agreepnmniNovember
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23, 2007, the Venezuelan government authorizedbaddeted to EDC (a) an amount equal to U.S.$31idomifor

2008 for EDC's construction of (i) a combined-cygkeneration facility of 500 MW to supply the nodéntral
region with electricity, and (ii) a simple-cycle rggration facility of 180 MW inlsla de Margarita;and (b) an
amount equal to U.S.$390 million for the periodnfr@009 to 2015 for the development of electricigngration
projects. EDC does not have any obligation to regay of the funds allocated to it by the Venezuglawernment
for the construction of such electricity generatfagilities.

Investments, Cash and Cash Equivalents

EDC maintains a portfolio of cash and cash equitaland investments in Bolivar Fuerte and U.S adsll
EDC typically invests in highly liquid, low-risk uwestments, primarily certificates of deposit, withiginal
maturities of three months or less. As of Decen@ier2007, EDC maintained a portfolio of cash, caghivalents
and short-term investments of U.S.$141.53 milliohwhich 58% was denominated in off-shore depadsitt.S.
dollars and the remainder in bolivares.

Indebtedness

EDC enters into short-and long-term borrowings ativares and U.S. dollars as needed. EDC is cuyrent
controlled by the Bolivarian Republic of Venezutieough PDVSA and, therefore, expects to carrystémme rating
as the Bolivarian Republic of Venezuela and PDVEBC has generally been able to obtain short-ang-term
credits to meet its financing needs from a varidtgources, including commercial banks, bilaterad anultilateral
institutions and institutional investors. As of [Retber 31, 2007, EDC's total short-and long-ternt dielcluding
deferred amortizations) was Bs. 564.1 billion, wsttort-term debt (including the current portionitsf long-term
debt) totaling Bs.9.6 billion and long-term deex¢luding the current portion) totaling Bs.554.8idu.

EDC Finance Notes

On October 28, 2004, our wholly owned subsidiafp(EFinance, issued U.S.$260 million of its 10-year
maturity 10.25% notes, which were placed in therimational capital markets. The EDC Finance Nates
unconditionally and irrevocably guaranteed by uBCEFinance used the proceeds from the issuanckecEDC
Finance Notes to purchase a 100% participatiohénl.S.$260 million loan (the "EDC Loan Agreememtidde to
us by Hollandsche Bank-Unie N.V., a wholly ownetsdiary of ABN AMRO Bank N.V., for a principal araat
of U.S.$260 million, with a 10-year maturity dathioh accrued a 10.30% interest to be paid semiahnwAs part
of such transaction we paid in full our then outsiag debt with ABN AMRO Bank N.V for an originatipcipal
amount of U.S.$50.00 million, which had an origiBayear maturity date and accrued interest at anarrate of
LIBOR plus 7.00%.

The indenture governing the EDC Finance Notes dmadEDC Loan Agreement currently contain (i)
covenants limiting the ability of EDC to incur atidhal indebtedness, grant liens, sell assets, mag&gicted
payments (including dividend payments), make ceritavestments, enter into agreements with relatatigs and
sale and lease back transactions and make matbaalges in the nature of its business, (ii) custgreaents of
default, which include cross-payment default andetsration provisions and the failure by EDC to mt@in an
interest coverage ratio of no less than 2.4 tcahda total debt to EBITDA ratio no greater tharb3o 1.0.

On March 7, 2008, EDC Finance commenced an offeutohase for cash any and all of the EDC Finance
Notes. The closing of the offer to purchase the EBi@ance Notes is conditioned, among others, to the
consummation of this offering (the "Financing Cadiudi") and the receipt by EDC Finance of validindered EDC
Finance Notes and valid consents of holders of pniba of the aggregate principal amount of the EBiBance
Notes pursuant to the Offer and Consent Solicitatibe "Majority Tender Condition"). Concurrenthyth the offer
to purchase the EDC Finance Notes, EDC Financelisitsig consents to certain proposed amendmemtthé
indenture governing the EDC Finance Notes that doeliminate substantially all the restrictive cosats
contained therein, the EDC Finance Notes and, raswt of such amendments, thereby eliminate cesaéents of
default and would modify other related provisiorighe indenture governing the EDC Finance Noteslogtion of
the proposed amendments to the indenture govertiagEDC Finance Notes requires the satisfactiorthef
Majority Tender Condition pursuant to the Offer a@bnsent Solicitation. The closing of this offering
conditioned upon the satisfaction or waiver by EBi@ance of the closing conditions of the Offer abdnsent
Solicitation. See "Risk Factors — The closing a$ thffering is conditioned upon the satisfactiornaiver of the
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closing conditions of the Offer and Consent Sdditin," "Use of Proceeds" and "Business — EDC FinaDtfer
to Purchase and Consent Solicitation.”

Concurrently with the Offer and Consent Solicitatiave intend to enter into an amendment to the EDC
Loan Agreement that would eliminate substantiallytlze restrictive covenants and certain eventsiefult and
would modify other related provisions containedréie, mirroring the proposed amendments to the rihde
governing the EDC Finance Notes.

U.S. Eximbank-Guaranteed Loans

On September 10, 1999, EDC entered into a credéemgent with The Chase Manhattan Bank (now J.P.
Morgan Chase Bank), as lender, and the Export-ltripank of the United States ("Eximbank"), as gutoarfor a
credit in the amount of U.S.$21.6 million. The wijpal of this loan is payable in semi-annual irlstehts over a
period of 10 years. Interest is payable semi-aryaadla rate equal to six-month LIBOR plus a mangfi9.2%. The
proceeds of the loan were used to finance the pb&ion of a 90 MW turbine installed at the OAM ilidg. As of
December 31, 2007, approximately U.S.$7.5 milliaswutstanding under this credit agreement.

Also, on September 10, 1999, EDC entered into #itfaagreement with The Chase Manhattan Bank, as
lender, and Eximbank, as guarantor, for a linereflit in the amount of U.S.$35.9 million. Each disiement under
the loan is payable in semi-annual installments @vperiod of five years, which may be extendeddwen years.
Interest is paid semi-annually at a rate equalxem®nth LIBOR plus a margin of 0.2%. The proceedshis loan
were used for the financing of purchases of equignaad services originating from the United Statas. of
December 31, 2007 approximately U.S.$0.2 milliorswaitstanding under this facility. On January 70&0the
outstanding balance was paid in full.

The U.S.$21.6 million credit agreement includeseamants, including restrictions on EDC to merge or
consolidate with any other entity; dissolve or terate its legal existence, sell, lease transfetberwise dispose of
any substantial part of its properties or any sfutoperties essential to the conduct of its bssie operations, as
now or hereafter conducted; or enter into any agerg to do any of the foregoing, excéipat EDC may perform
such mergers, consolidations, dissolutions, s&asgs or similar transactions if (i) required aw| (i) EDC makes
a request for and receives prior written approvaif Eximbank to take any such action, which apprefall not be
unreasonably withheld, and (iii) EDC promptly infas the lender in writing that it has submitted saatequest for
approval from Eximbank to take such action. SeesKRHactors — Risks related to us — We are requireddge
into Corporacién Eléctrica Nacional."

Commercial Paper and Other Short-Term Domestic lssu

In 2006, we issued commercial paper payable invhmds in the amount of Bs. 142.20 billion with a
weighted average rate of 6.37%. In 2007, we isamdmercial paper in the amount of Bs. 90.00 billigith a
weighted average rate of 6.29%. As of December28D;7, we had no debt outstanding in commercial pape
Further, during 2007, we incurred short term debam amount of Bs. 10.00 billion with commerciahks. All of
our short term debt was cancelled during the thirdrter of 2007.

Interest Rate Risk

The following table presents whether the intereshponent is fixed or variable and the amount amihij
of cash flows required to service such debt. AlEUdollar denominated liabilities and notional amtsuset forth
below have been converted into bolivares basedemfficial exchange rates in effect as of Decean3ie 2007,
which was U.S.$ 1.00 = Bs. 2,150.

As of December 31, 2007 2008 2009 2010 2011 Other Total

Long-term debt obligations:
Fixed rate long-term borrowings ..............ceee.. - - - - 559,000 559,000
Fixed interest rate ..........cccceeevviiviiiieenen e 10.30% 10.30% 10.30% 10.30% 10.30%0.30%
Variable rate long-term borrowings...........c... 5,088 4,614 4,614 2,308 - 16,624
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BUSINESS
Overview

EDC, acompafiieandénimaunder the laws of Venezuela, was incorporated oveliber 29, 1895. EDC is
domiciled in Venezuela and has its registered amatd@ive offices at Avenida Vollmer, San Bernardi@aracas,
Venezuela. EDC is one of the oldest electricifijtigts in Latin America and one of the largestatteity utilities in
Venezuela based on its Installed Capacity and numbeustomers. The principal business of EDChest tof a
vertically integrated electric utility company whigenerates, transmits and distributes electricit)/enezuela,
primarily in the metropolitan area of Caracas @sdsurrounding areas.

From the year 2000 until May 2007, EDC was a mgjavivned subsidiary of The AES Corporation. In
January 2007, Venezuelan President Hugo Chavezuanad a plan to nationalize various areas of tlem@ny
including the electricity sector. In February 200PDVSA, an entity wholly-owned by the Bolivarian jReblic of
Venezuela, agreed to purchase The AES Corporat82¥6 interest in EDC pursuant to a tender offernofeall
holders of EDC's common stock, and in May 2007 RS Corporation tendered its 82% interest in EDC to
PDVSA. As of December 31, 2007, the Bolivarian Rajguof Venezuela, through PDVSA, controlled an
approximately 93.62% interest in EDC. See "—ED@sat@lling Shareholder" and "—Ownership and Cogter
Structure.”

EDC is a vertically integrated company that directly mwvand operates generation, transmission and
distribution assets for its regulated electricitysimess in Venezuela. EDaIso indirectly owns regulated electricity
businesses, as well as an independent power péde&tommunications businesses and certain ancitiasyjnesses.
See "—Ownership and Corporate Structure.”

The following table sets forth certain operatingadeelating to EDC's regulated electricity busin@ss
Venezuela at or for the years ended December 37, ZD06 and 2005.

At or for the Year Ended December 31,

2007 2006 2005

Aggregate installed capaci(MW)..................... 2,316 2,316 2,316
Generating UNitS..........ccuuvveeeeniniiieieeeeee s 17 17 17
Gross electricity productiofGWhY................. 11,407 10,404 10,160
Electricity saleSGWhI?.........coovooveieeeieeeen. 11,749 11,392 10,526
Service aregKNT) ......ccoeveeeeeeeeeeeeeeee e 5,176 5,176 5,176
EMPIoyees) .........covoveeeeeeeeeeeeeee e 2,854 2,807 2,783
CUSIOMEIS ..o 1,153,833 1,103,149 1,029,805

(1) Figures calculated before netting electriciggd for internal consumption and technical and teashnical losses.
(2) Includes electricity for generation and purckssf electricity for resale, primarily from EDELCA

(3) The total number of employees of the compan@sconsidered part of EDC's regulated electribitginess was 43 for 2007,
38 for 2006 and 40 for 2005.

EDC's Regulated Electricity Business

EDC serves its regulated electricity business tliyers an operating company and indirectly throitgh
subsidiary CALEY. At December 31, 2007, EDC's tatpd electricity business had an Installed Capadfi,316
MW, comprising 17 generating units. EDC's reguatelectricity business' aggregate generating capaci
represented approximately 9.57% of the total ltefalCapacity of the Venezuelan electricity systein a
December 31, 2007. At December 31, 2007, EDC estimthat it provided electricity services to apprately
20.00% of Venezuela's total population and 23.70%enezuela’s total customers through the pubkctekity
distribution system.

Gross electricity generation from units owned by@Eet of electricity used for its own operationg b
before technical and non-technical losses), forythars ended December 31, 2007, 2006, and 20051 &7
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GWh, 10,404 GWh, and 10,160 GWh, respectively. ABe&cember 31, 2007, EDC's regulated electricityihess
had 29 substations and 2,353 km of installed higftage transmission lines, consisting of 388 kn28® kV lines,
1,464 km of 69 kV lines and 501 km of 30 kV lines well as 117 substations and 6,675 km of instdbev
voltage transmission lines, consisting of 5,053dm?2.47 kV lines, 224 km of 8.3 kV lines and 1,36% of 4.8 kV
lines.

EDC's regulated electricity business distributedceicity over an aggregate area of 5,176 square
kilometers to a total of 1,153,833 customers atdbdwer 31, 2007. Its total sales of electricityofffir its own
generation plus purchases from other state-ownetpaaies, primarily EDELCA), for the years ended &maber
31, 2007, 2006 and 2005 were 11,749 GWh, 11,392 Ghdhl10,525 GWh, respectively.

On December 31, 2001, the Venezuelan National Asseenacted the Electric Service Law, which, as
amended, forms the basis for the regulatory framkwpplicable to the electricity sector in Venezauel

In 2004 EDC's former subsidiaries CALEV and ELEGGWM&re merged into EDC to comply with the
then applicable requirements of the Electric Seriaw. As a result of the merger, EDC assumeasdkts and
liabilities of CALEV and ELEGGUA, which assets ahabilities are part of EDC's regulated electriciiysiness.
See “—EDC 2004 Corporate Reorganization.”

On May 2, 2007, President Chavez, based on a Laatem by the Venezuelan National Assembly
granting legislative powers to the Executive branidsued DecreéN® 5,330, with force of organic law, to
reorganize the electricity sector. DecrBé 5,330 provides for the establishment of the CENstae-owned
compafiia anénimahat will become the state owned enterprise emgag operating the electric sector, including
the generation, transmission, distribution andilrefaelectric power and energy. Pursuant to Dedt&5,330, 75%
of the shares of CEN will be owned by the BolivarRepublic of Venezuela, and 25% will be owned BDWVBA.
Under DecreeN° 5,330, PDVSA's shares in EDC are required to besferred to CEN. As a result, EDC
temporarily will become a subsidiary of CEN becapsesuant to Decreid® 5,330, all subsidiaries of CEN shall be
merged into CEN on or before May 2, 2010, the datee years after issuance of Dech#e5,330. Until EDC is
merged into CEN, EDC expects to continue perforniiagurrent electricity services. In addition, Elntends to
operate and maintain electric generation and bigfion facilities in the States of Aragua, Mirandad Nueva
Esparta, in accordance with Resoluthdh190 of October 8, 2007, issued by the Energy Mtinis

See "The Electricity Industry in Venezuela — Reguolatind Regulatory Control."
EDC's Controlling Shareholder

As of December 31, 2007, the Bolivarian Republic \dnezuela, through PDVSA, controlled an
approximately 93.62% interest in EDC. See "Priathareholders."”

The Bolivarian Republic of Venezuela.

Venezuela is situated on the northern coast of [Sémerica. It has a coastline of approximately 2,81
kilometers on the Caribbean Sea and the AtlantieaDcVenezuela had an estimated population of appately
27.0 million as of year-end 2006, where approxinya6&.0% of all Venezuelans were between the agd$ @and
64 in 2006.

Venezuela has been a major petroleum exporter sheesarly twentieth century. According to the BP
Statistical Review of World Energy 200¥enezuela is the ninth-largest oil producer ie thorld. From 2002
through 2006, petroleum products accounted for\aame of approximately 84.1% of Venezuela's tesgdorts.
During the same period, petroleum revenues accduntean average of approximately 49.0% of Venezsdbtal
Central Government revenues and the petroleum rsactmunted for an average of approximately 16.7%[0P.

In 2006, petroleum activities accounted for appmately 14.4% of GDP. The Venezuelan governmentipaties
that petroleum will continue to be the main sowtexport earnings and fiscal revenues for thedeeable future.

Through PDVSA and CVG, the Venezuelan governmentrots significant proportions of GDP in the
petroleum, electricity, telecommunications, miniagd basic industries sectors of the economy. TheeXgelan
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government, through PDVSA, accounts for the bulk/ehezuela's total exports. The Venezuelan govenhialeo
supplies the majority of basic public services hsas water, electricity, health and education.

PDVSA

PDVSA is a corporationspciedad andnimaorganized under the laws of Venezuela, formetidns by the
Venezuelan government to coordinate, monitor anatrob all operations relating to hydrocarbons. PENVis
wholly owned by Venezuela and is the holding comypaina group of oil and gas companies. PDVSA isléngest
vertically integrated oil company in Latin Amerigath daily crude oil production of 2,906 mmbpd atheé fourth
largest vertically integrated oil company in theridoas measured by total assets at year-end 20f¥edbon
information published by Petroleum Intelligence \Mgea trade publication. PDVSA carries out its xption,
development and production ("upstream") operatiorigenezuela and its sales, marketing, refiningns$portation,
infrastructure, storage and shipping ("downstreaap@rations in Venezuela, the Caribbean, North AsagiSouth
America and Europe. PDVSA indirectly owns 100% dff GO, a refiner and marketer of transportation $uel
petrochemicals and other industrial oil-based pot&lin the United States.

For more information on the Bolivarian Republic\énezuela and its indirect ownership interest inCED
through PDVSA, see "Principal Shareholders."

Neither the Bolivarian Republic of Venezuela nor\FEA has any obligation under the Notes, or is
providing any guaranty relating to our obligatianser the Notes.

Ownership and Corporate Structure

EDC is an operating company and also conducts sofmiés business through subsidiaries. As of
December 31, 2007, EDC's regulated electricity tess and GENEVAPCA generated approximately 94.9% of
EDC's revenues. The following diagram sets fottle bwnership and corporate structure of EDC and its
subsidiaries as of December 31, 2007.

Bolivarian Republic
of Venezuela

100% Ownership
\A 4

Petroleos de

Venezuela -
“PDVSA”
93.62% Ownership
\A 4
La Electricidad de
Caracas
“EDC”
100% 100% 100% 100% 80% 100% 100%
Ownership Ownership Ownership Ownership Ownership Ownership Ownership
A 4 . A 4 \ 4 N A 4 A 4
C.A. Luz Generacion de || Administradora Phoenix EDC Network Electricidad de C.A. Luz
Eléctrica Del Vapor Serdeco, C.A. || Internacional, || Comunicaciones Caracas Eléctrica
Yaracuy Genevapca, C.A. S.CS. Finance De Nueva
C.A. B.V. Esparta
1 2 3 4 5 6 7

41




1. C.A. Luz Eléctrica del Yaracuy: vertically intaged company that transmits, distributes and corializes electricity to
the Municipalities of the State of Yaracuy. As afd@mber 31 2007, C.A. Luz Eléctrica del Yaracug®iltissued capital
was Bs. 7.92 billion. All of the issued capitalsaMally paid. For the year ended December 31, 2EIXC received Bs.
17.76 billion in dividends from C.A. Luz Eléctrickel Yaracuy.

2. Generacién de Vapor GENEVAPCA, C.A.: independmwer producer formed to design, construct, ogersell, lease,
maintain and administrate energy generating faaslitvithin Venezuela. As of December 31 2007, GENECA's total
issued capital was Bs. 415.65 billion. All of tkeued capital was fully paid. For the year enBedember 31, 2007, EDC
received Bs. 44.45 billion in dividends from GENENBA.

3. Administradora Serdeco, C.A.: entity formed toyide billing services and perform any actionstet to, incidental to or
in connection with such billing services.

4. Phoenix Internacional, C.A.: entity formed t@yide marketing services and to sell and supplynisifed products to the
oil industry and the operations systems of wateattnent plants, filtration and injection of waterdaother liquids,
generation and injection of steam for the secondatgrtiary recovery of hydrocarbons.

5. EDC Network Comunicaciones, S.C.S.: entity fairie establish and exploit telecommunication nekeas permitted by
applicable law; including as a carrier between ®of presence of telecommunications operatorgédca Venezuela.

6. Electricidad de Caracas Finance B.V.: entitynfed in connection with the issuance of the EDC fdeaNotes.

7. C.A. Luz Eléctrica de Nueva Esparta: entity fedhto generate, transport, distribute and seltebéy.
Social Development

The Venezuelan National Constitution and the Ele@ervice Law mandate us to contribute manpower
and financial resources to social programs devel@rel administered by the Venezuelan governmergsd kocial
programs, such d¥/esas Eléctricas'and"Mision Revolucion Energética,'are intended to educate our customers
on the importance of an efficient use of electyi@ihd to enhance their quality of life. We intendnake valuable
contributions to these social programs, promotimgl garticipating in the Venezuelan social and eotino
development.

EDC 2004 Corporate Reorganization

On June 30, 2004, the extraordinary shareholdezstimg of each of our former subsidiaries CALEV and
ELEGGUA (99.96% and 99.91% formerly owned by EDEspectively), and the extraordinary shareholders’
meeting of EDC, approved the merger of CALEV andEEIGUA into EDC to comply with the then applicable
requirements of the Electric Service Law which pded that all assets committed to the distributibrelectricity
had to be directly owned by one single entity. Tiierger was effective as of December 30, 2004, timeeths after
the filing and publication of the relevant merggreements. As a result of the merger, EDC assurthegsets and
liabilities of CALEV and ELEGGUA. The equity parigation of minority shareholders in CALEV and ELEG&
was cancelled during the first quarter of 2005 byams of a stock exchange for EDC's shares withgaivaent
value to the net book value of such shareholdarsigpation in the merged corporations. The stexkghange took
place in accordance with the terms and conditi@gasth in the corresponding merger agreementgpasoved by
the relevant shareholders' meetings of each of CAIEHEGGUA and EDC.

EDC Finance Offer to Purchase and Consent Solicitain

On March 7, 2008, EDC Finance commenced the Offdr@onsent Solicitation. The closing of the Offer
and Consent Solicitation is conditioned, among théo the Financing Condition and the Majority @en
Condition. The closing of this offering, in turrs conditioned upon the satisfaction or waiver of tHosing
conditions of the Offer and Consent Solicitation¢cluding the Financing Condition and the Majoritgntler
Condition. As of March 28, 2008, EDC Finance hadereed valid irrevocable tenders and consents from
approximately 94% in aggregate principal amounthef outstanding EDC Finance Notes pursuant to fifier @nd
Consent Solicitation. See "Risk Factors — The clpsifithis offering is conditioned upon the satisiac or waiver
of the closing conditions of the Offer and Cons®alicitation” and "Use of Proceeds."
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Strategy

EDC's strategy is to continue to be a strategi@stment of the Bolivarian Republic of Venezuela by
consolidating its position as a key participant tire electricity sector in Venezuela, focusing orhieging
operational, financial and strategic excellenced @noviding safe and reliable electricity servides meet the
electricity needs of the Venezuelan population. CEDstrategy is part of Venezuela's national econ@md social
development plan for the period from 2007 to 2013.

EDC expects to implement its strategy by keepirgjrang operational and financial performance in its
service areas, reinforcing a culture of efficieraryd human and social commitment aimed at providiamig and
reliable electricity services and ensuring a susitg$ntegration process toward the creation of@eN.

EDC's key strategic milestones for the coming y@@tude:

 maintaining and enhancing its position as an efficicash generator in order to undertake any

necessary investments to achieve operational exaeland allow low-income communities to have
access to electricity at affordable prices;

* increasing the capacity and efficiency of its gatiag activities;

» leveraging on bilateral trade agreements betweenBlivarian Republic of Venezuela and other
nations to finance EDC's capital expendituresuidiclg a joint Venezuela-China agreement;

» promoting the use of alternative energy sources;
» reducing electricity losses; and

» introducing new and important behavioral changesE@C's personnel to establish a culture of
efficiency and human and social commitment towdnifdlment of the company's strategic objectives.

Competitive Strengths

EDC believes that the following competitive strérgtvill enable it to continue to operate efficigraind
provide it with the platform from which to achieits strategic objectives:

» strategic public utility for the success of Vendatgenational economic and social development plan;

» proven track record of operational efficiency inngeation, transmission, distribution and retail of
electricity;

» experienced management and high degree of comntitinoen its employees;

» access to a diverse universe of domestic and etierral lenders and investors;

» up-to-date infrastructure, technology and systeatfpims; and

» low level of electricity losses.
Generating Plants

Through its regulated electricity business EDC owand operates four generating plants with a tatdl7o
generating units, including steam and combustioitsuwith an aggregate installed generating capaufit2,316
MW as of December 31, 2007. EDC's regulated etdttrbusiness owns all of its plants and the relajenerating

units, as well as the sites on which the plantdarated.

The following is a description of EDC's regulatdeotricity business' significant generating plants.
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Josefa Joaquina Sanchez Bastidas Complex

The Josefa Joaquina Sanchez Bastidas complex (SB3)J&onsists of three separate generating plants:
the Tacoa plant, the Tacoa plant expansion anditeeifes plant. The complex is located on the @@ntorth coast
of Venezuela, approximately 50 kilometers from Cas and has a total of 12 thermal generating wiitsa total
Installed Capacity of 1,866 MW. CGJJSB represer@@®b% of the EDC's regulated electricity businesstal
Installed Capacity as of December 31, 2003. Alluhds in the CGJJSB complex are steam turbines.Titoa and
Arrecifes plants operate with methane gas and #woad plant expansion operates with methane gatuahdil N°
6.

Tacoa Plant

The Tacoa plant has a total Installed Capacity3 BIW. The plant has four ABB generators, of which
two were installed in 1956 and 1957 and have ares@acity of 40 MW each and two were installed 961 and
have a rated capacity of 60 MW each. It also has \Westinghouse generators, each with a rated dgpafcb0
MW, one installed in 1962 and the other in 1966eSehgenerators were repowered in 1991, which isecethe
Installed Capacity of the units from 60 MW to 68 MVWnits N° 1 andN° 2 (40 MW each one) are unavailable.
EDC is evaluating the feasibility of repairing etiring those units .

Tacoa Plant Expansion

The Tacoa plant expansion has a total Installeca€igpof 1,410 MW. EDC increased the capacity ii89
and 1979 by installing two Toshiba generators, eaith an Installed Capacity of 400 MW. In additioBPC
installed a third Toshiba unit in 1981 with an hiktd Capacity of 400 MW. From 1991 to 1993, EDCaraped the
Tacoa plant expansion's turbines and generatorsirad®96 installed new systems, which increasedpiner
output of each unit from 400 MW to 470 MW.

Arrecifes Plant

The Arrecifes plant has a total Installed Capacdfyl20 MW. The plant has three General Electric
generators with a rated capacity of 40 MW eachallesd in 1953, 1955 and 1959, respectively. Twoheke three
generators currently are unavailable. EDC is evalgahe feasibility of repairing or retire thosaits .

Oscar Augusto Machado Facility

The Oscar Augusto Mahado Facility ("OAM") includidge gas-powered combustion turbine generating
units. Four of these units have a rated capacit9oMW (109 MW according to ISO Standards) each apde
installed in 1994 and 1995. The fifth unit has tdacapacity of 90 MW (109 MW according to ISO $tarls) and
was installed in 2001. The aggregate Installed Cigpdor the facility is 450 MW. All of the units ra
turbogenerators produced by Siemens-WestinghousdehW501D5. Four of the generating units are desigto
operate with methane gas or fuel Nit 2. The fifth generating unit is designed to operanly with methane gas.
This generating unit employs a dry low N&ystem designed to comply with World Bank Ngnission standards.

The OAM facility is located in the state of Mirandapproximately 8 kilometers to the southwest of
Caracas. At December 31, 2007, the Installed Capadithe OAM facility accounted for 19.2% of thetal
Installed Capacity of the Regulated Group.

Generation

The following table sets out for the years endedddeber 31, 2007, 2006 and 2005 the Installed Cgpaci
of the EDC's regulated electricity business' getiregeplants, the gross electricity generated fraualeplant and the
percentage that each plant represents of the ERQGldated electricity business's total actual getiem in the
relevant period.

At or for the Year Ended At or for the Year Ended At or for the Year Ended
December 31, 2007 December 31, 2006 December 31, 2005
Installed Gross Percentage Installed Gross Percentage Installed Gross Percentage

rated electricity of rated electricity of rated electricity of

capacity _generated” electricity _capacity generated” electricity _capacity generated”  electricity
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generated generated generated

(MW) (MWh) (%) (MW) (MWh) (%) (MW) (MWh) (%)

Thermal generating plants
CGJJISB
Tacoa plant.........cccceeeeeiiiienenn. 336 882,505 7.2 336 887,530 8.5 336 973,667 9.6
Tacoa plant expansion............. 1,410 7,389,635 64.8 1,410 7,234,970 69.5 1,410 6,800,740 66.9
Arrecifies plant............cc.cceee. 120 121,797 11 120 164,208 1.6 120 219,478 2.2
Oscar Angusto Machado

FaCility.......coovovevererereeeeinns 450 3,073,461 26.9 450 2,117,967 20.4 450 2,166,558 21.3
Total oo 2,316 11,407,395  100.0 2,316 10,404,674 1000 2,316 10,160,453 100.0

(1) Gross electricity generated means total elgttrigenerated before netting of electricity consdminternally by EDC's
regulated electricity business' plant and operatiand, therefore, not available for sale and befeohnical and non-
technical losses. Electricity consumed internatliy EDC's regulated electricity business' plant apdrations and technical
and non-technical losses (except for CALEY's logsamounted to 368,746 MWh and 141,571 MWh, respelgt for the
year ended December 31, 2007, to 325,531 MWh aAdg7&8 MWh, respectively, for the year ended Decenfie 2006,
and 314,502 MWh and 75,894 MWh, respectively, fieryear ended December 31, 2005.

(2) Gross electricity generated by EDC's regulaiedtricity business' units for the years endeddbdzer 31, 2007, 2006 and
2005 was 11,407 GWh, 10,405 GWh and 10,160 GW'entisely. Net electricity generated by EDC's retgdigelectricity
business' units for the years ended December 317,22006, 2005 was 11,039 GWh, 10,079 GWh, and469@BWh,
respectively.

A major component of EDC's business strategy ire®hncreasing the capacity and efficiency of its
generation activities. The principal goals of thigategy are to provide reliable electric servic&EDC's customers,
ensure its ability to successfully compete in tren®zuelan electricity market under the Electricviser Law and
comply with applicable environmental standards.

Planned Expansion of Generating Capacity

As part of its strategy to increase the capacity efficiency of its generating activities, EDC pdato
invest in thermal generation projects.

Currently, EDC is planning to build (i) a combinegele generation facility of 500 MW to supply the
north-central region with electricity and; (ii) &ple-cycle generation facility of 180 MW ilsla de Margarita
which projects are being financed through an atiocato EDC by the Venezuelan government of appnately
U.S.$310 million under a joint Venezuela-China agnent. See "Management’s Discussion and Analysis of
Financial Condition and Results of Operation — lidify and Capital Resources — Planned Capital
Expenditures.”

Average Availability Factor

The average availability factor of a generatingt usithe percentage of hours such unit is availdbte
generation in the relevant year, whether or notuthi¢ is actually used for generating power. Theualcavailability
will be affected by maintenance schedules and sdbddautages.

The average availability factor of EDC's regula&elctricity business' generating units for the geamded

December 31, 2007, 2006 and 2005 was 82.6%, 85rtlB3.5%, respectively. The average availabilitytda is
affected by:

» the ability of management to predict outages amtbpa repairs before a failure occurs,
» the performance and efficiency of maintenance ptoces,
» the ability to replace broken machinery parts, and

» the qualifications of personnel who operate, repat maintain the generating units.
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Load Dispatch

There is currently no competitive dispatch systanoperation in Venezuela. EDC's regulated eldtyric
business is therefore able to determine the uritgowver it dispatches and the amount of power itchases to
service its load demands. The principal factoremaikto account in establishing the order of dispatre:

» the level of demand of customers;

» the operating characteristics of the generatingsuni

» the efficiency of the generating units;

« the availability of generating capacity;

» the ability to purchase electricity at reduced @sic

» the reliability of the service to be provided; and

» the ability to deal with unexpected interruptiongpower supply.

The electricity load that EDC's regulated eledtyidiusiness must supply during a typical businesg d
ranges from approximately 1,100 MW during non-péeurs to approximately 2,100 MW during peak hours.
Steam turbines take longer to start up than conmdoustirbines and are, therefore, less flexible éfivabring power
on short notice. The larger units are more effiti@nhigher levels of output on a sustained b&I3C's regulated
electricity business' gross peak load for 2007 cihoccurred during the fourth quarter, was appretéety 2,103
MW.

Maintenance

EDC's maintenance program provides for plannedgastaf each of EDC's regulated electricity business
generating units, including inspection of criticpérts, every 12 to 18 months. Steam turbine outdgst
approximately 8 to 12 weeks. In addition, major poments, such as turbines and boilers, undergonglete
overhaul every five years. Routine maintenancetioéiocomponents is carried out by a maintenanaefassigned
to each plant. Major outages and overhauls aréechout by EDC's centralized maintenance orgarinatihich is
also responsible for managing the personnel ofotiiginal equipment manufacturers and the contractmed in
non-critical areas.

Raw Materials and Spare Parts

The principal raw materials used by EDC's regulatéttricity business for electricity productionear
methane gas, fuel oilsl° 2 andN° 6, carbonic gas, water, electricity and variouls,dubricants, greases and
chemicals.

EDC's regulated electricity business uses an aeeré@,821 million m of methane gas per annum for its
generating units. For its regulated electricityihass EDC purchases methane gas from a subsididPDUSA
pursuant to an annual supply contract under whigbep are denominated in U.S. dollars but are payab
bolivares and are fixed by the Venezuelan govermniére average price peripaid by EDC's regulated electricity
business for methane gas was Bs. 55.4 (U.S.$0.88651.5 (U.S.$0.025) and Bs. 58.8 (U.S.$0.02¥pectively,
for the years ended December 31, 2007, 2006 anl. Z0k methane gas is piped to EDC's regulatedrieite
business' facilities by PDVSA Gas, S.A. throughedidated pipeline.

Fuel oilsN° 2 andN° 6 are supplied by a subsidiary of PDVSA under operthase orders. EDC uses for
its regulated electricity business an average 6ft88s of fuel 0ilN° 2 and 530,624 tons of fuel &l° 6 per annum.
The average price per ton paid by EDC for fuelNfil2 was Bs. 75.067.74 (U.S.$34.91), Bs. 75,057.78.334.91)
and Bs. 75,057.74 (U.S.$35.58) for the years emscember 31, 2007, 2006 and 2005, respectively.avieeage
price per ton of fuel o0ilN° 6 was Bs. 79,240.05 (U.S.$36.86), Bs. 78,525.3%.837.52) and Bs. 78,887.67
(U.S.$37.59) for the years ended December 31, 28006 and 2005, respectively.
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Under the Electric Service Law and the regulatiprsmulgated thereunder, the tariffs of EDC regulate
electricity business are subject to monthly adjestts to reflect fluctuations in the price of fuelises to generate
electricity. For more information on tariffs, see-"Tariffs — Current Tariff Regime" and "The Electtigindustry
in Venezuela — Economic Remuneration of Electrioviser— Tariff Resolutions and Adjustments.”

As a result of the general strike that occurred/enezuela beginning in December 2002, PDVSA was
unable to deliver timely invoices to EDC for itsefusales. It is EDC's policy to pay for goods aedviges it
purchases against presentation of invoices evidgnmich purchases. Consequently, EDC began to atateran
accounts payable balance reflecting amounts ow&DSA for fuel that EDC purchased, but for whiclvaices
were not presented by PDVSA.

EDC entered into an agreement with the Finance sfiniand PDVSA in July 2003 pursuant to which

EDC agreed to accept payment of amounts owedhp Warious ministries and instrumentalities of Wenezuelan
government in the form of bolivar-denominated nasssied by the Venezuelan government. As of JunQG4,
EDC had received a total of Bs. 18.1 billion in goyment-issued notes. As of September 1, 2004, Eo€ived
an additional Bs. 25.6 billion in government-issuegrles under the agreement. As part of the agreemB®C has
used such notes to pay down accounts payable lesldintad accumulated in favor of PDVSA in the amaf Bs.
39.6 billion. Although the agreement has expiredtbyterms, EDC, PDVSA and the Finance Ministry taaure to
enter into transactions consistent with the agregroe a case-by-case basis. As a result of thagssactions, EDC
has paid an additional Bs. 4.1 billion of accumedbaccounts payable to PDVSA.

Water for use in the steam turbines comes fromstree and from the public water supply network. The
water is treated to remove salt and impurities.rélae no restrictions on the supply of water ®HEDC's plants.

The electricity used in EDC's plants normally cord&sctly from its own generation. The oils, lutaids,
greases and chemicals used in the boiler operasiod<or water treatment are readily available framumber of
Venezuelan suppliers.

Toshiba, Mitsubishi and Siemens-Westinghouse areC'&Dregulated electricity business' principal
suppliers of spare parts for turbines, generatocstmilers. Other goods and materials are purchfeed a variety
of Venezuelan and international vendors. HistolycdDC's regulated electricity business has hadliffcculty in
obtaining its supplies when needed. In the past BBs had delays in making payments to internatisuapliers
during periods in which the Venezuelan governmesm$ imposed exchange controls due to the difficidty
obtaining U.S. dollars and other foreign currendiesn the BCV. Nevertheless, all of EDC's outstagdsupplier
accounts payable were ultimately paid after medmsiwere put in place by the Venezuelan governméith
allowed sufficient U.S. dollars to be available.néeuelan suppliers typically account for approxehaB6.3% of
EDC's regulated electricity business' purchasersrdther than in respect of generators, turbinestailers, with
the balance being purchased outside Venezuela.

Purchases of Electricity

EDC's regulated electricity business purchases poavsupplement its own electricity generation. EDC
typically purchases electricity to supplement iageneration when a Tacoa Plant Expansion usttig down for
maintenance purposes or, during favorable hydroligconditions, when electricity can be purchasesf
EDELCA at prices that are equal to, or less thandbst of thermally generated electricity usingoien methane-
burning generating units.

The following tables sets out electricity purchadgsthe EDC's regulated electricity business in GWh
(except where otherwise indicated) for the yeadedrDecember 31, 2007, 2006 and 2005.

For the Year Ended December 31,

2007 2006 2005
Contract electricity purchases at reduced priCeS............oooevvvvvievvvnnnnnns 290 2,638 2
Contract electricity pUrChases.............vucemmmmeeeeeeeeee e 924 459 3
Purchases of power by CALEY from CADAFE ......ceeeeveeeieeeeeannns 420 374 342
Total PUICRASES ...t s ee e e e e e e e e e e e e e e e e eaaas 2,634 3,471 3,087

Total purchasesr( millions of current bolivares as of December 31, Bs. 55,385 Bs. 57,804 Bs. 49,456
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Substitute electricity is electricity which the sajories to the 1988 interconnection contract (EDC,
CADAFE, ENELVEN and EDELCA) (the "Interconnectiorgfeement") are allowed to purchase from EDELCA.
The price for substitute electricity is set by refece to gas prices, not the marginal cost or ddesust of water of
the hydroelectricity generation as is the caseeitain countries where the majority of the eledyigeneration is
hydroelectric. Thus, in the case of EDC's regulagkedtricity business, the price for substitutectleity is driven
by the price of natural gas. The price does nduae depreciation or other investment costs.

It has been the Venezuelan government's policyrtanpte conservation of liquid fuel for export by
offering electric utility companies the ability purchase less expensive hydroelectric-generate@pfmveach MW
of thermal power that is available but not actuallsed for generating. Thus, in order to purchadestgute
electricity, a company must demonstrate that itshedicient excess Installed Capacity availablésrsystem.

The availability of substitute electricity depenidslarge part on the hydrological conditions exigtiin
Venezuela and the load balance at any given moni2ating favorable hydrological conditions, subdiitu
electricity is generally available, often at reddicerices. During unfavorable hydrological condispnthe
Venezuelan government reserves the right to dismoatsales of substitute electricity.

Contract electricity is electricity which only thesignatories to the Interconnection Agreement#osved
to purchase from EDELCA at a price which is basadE®@ELCA's operating and maintenance costs anduihe
cost of depreciation of its facilities. The averagatract electricity price during 2007 was appnoately Bs. 21.05
per kwh.

Beginning in the second half of 2001 through 20U8nezuela experienced unfavorable hydrological
conditions which resulted in the unavailability sfibstitute electricity from EDELCA. During this ped, only
contract electricity was available to the signasrof the Interconnection Agreement.

During the second half of the year 2004 until Felbbyu2007 EDELCA offered to contract electricity at
reduced prices due to favorable hydrological caod# existing in Venezuela. The average contrbeadticity at
reduced prices during 2006 was approximately Bs/3 ger kwh.

CALEY purchases electricity from CADAFE. CALEY isonhconnected to EDC's regulated electricity
business' electricity generating sources.

Power Transmission
National Interconnected System

Electricity in Venezuela is transmitted at varyileyels of high voltage (765kV, 400kV, 230kV, 115kV,
69kV and 30kV). EDC's regulated electricity busslegansmission network is connected to fhistema de
Interconectado Nacional'NIS") through two substations, one at the OAMility and the other aBanta Teresa
both in the central coastal area in Northern Veetzualose to Caracas. The OAM facility has two aatssformers
of 1,000 MVA each of which reduces the voltage 80kV/. Santa Teres#das two linesConventoand Papelén
with a transmission capacity of 440 MVA and 492 MMAspectively. Electricity is also transmitted @bstribution
at different levels of low voltage (12.47kV, 8.3kvid 4.8kV).

EDC Transmission and Distribution Network

EDC's regulated electricity business transmits tetety it generates or purchases through its own
electricity transmission system. The following ®&lsdets out the equipment, by transmission voltagmprising
EDC's regulated electricity business' transmissievork at December 31, 2007.

At December 31, 2007

230KV 69KV 30KV Total %

Lines installed Km)
ABTIAL .. 364 900 167 1,431 60.8
UNdEerground............eueeeveeereeriereeeeemmmmmsessneennennes 24 564 334 922 39.2
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Total lines installed.............coooveiiiicieeerieee e, 388 1,464 501 2,353 100

SubstationsnUMDbe) ... 7 14 8 29 100
Installed capacity (MVA) ........coocevvnvreet e 3,340 4,563 982 8,884 -

The following table sets out the equipment, bygraission voltage, comprising EDC's regulated eilgttr
business' distribution network, including that AIKEY, at December 31, 2007.

At December 31, 2007

12.47kV 8.3kV 4.8kV Total %

Lines installed Km)

ABHIAD ...eiiiii e 3,605.90 163.05 334.36  4,103.32 61.5

UNderground..........cccveevnveeininene s emmee e 1,477.66 60.76 1,033.14 2,571.55 38.5

Total lines installed..............ccooiiimreciee e, 5,083.56 223.81 1,367.50 6,674.87 100
SubstationsnuUMDbe) ... 49 11 57 117 100
Feedersiumbey..........coooiiiiii 517 30 459 1006 100
Installed capacity (MVA) .......ccoiuueieiies e 4,531.36 110.46 1,305.66 5,947.48 -

At December 31, 2007, EDC's regulated electricitisibess had a total of 9,028 kilometers of lines
installed, an Installed Capacity of 8,884 MVA o028/, 69 kV and 30 kV and 5,948 MVA on 12.47 kV3&V
and 4.8 kV. At December 31, 2007, its transmissgstem had a nominal Installed Capacity of 5,369Avand a
Forced Oil Installed Capacity of 8,884 MVA. The wraitems of equipment in the system include:

e 512 high voltage transformers,

* 601 high voltage breakers,

e 1,521 mid voltage breakers,

» 12,976 protection relays,

e 159 shunt capacitors,

* 5 SF6 substations, and

* 129 remote terminal units.

Operation and Maintenance

EDC's regulated electricity business incurs opegatind maintenance costs for its transmission n&two
EDC's regulated electricity business is not charfpedtransmission services. EDC's transmission ratpe and
maintenance costs for its regulated electricityifess have increased by an aggregate of 161% freocember 31,
2005 to December 31, 2007.

A predictive maintenance program and a preventiantanance program are in place to sustain the

» the infrared scanning of transmission lines ands&tlons to identify "hot points" (points of potiht

failure);

» the use of gas chromatography to analyze the gu&livil in the transformers;

* insulation fluids tests; and
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» periodic electrical tests.

Preventive maintenance measures include:

» regularly calibrating, inspecting and maintainingnisformers;

e inspecting and maintaining switches, bus bars dnersubstation equipment; and
* inspecting power lines.

EDC uses an SAP-designed maintenance module an@&GHdA system to manage its transmission
network and to access digital maps which locatdunations that take place in the network.

Distribution and Sales
Service Area and Total Number of Customers

EDC's regulated electricity business's service aoz@red 5,176 square kilometers and included 18833
customers at December 31, 2007. The following takls out certain information with respect to teeviee areas
covered by members of EDC's regulated electriaitgifiess at December 31, 2007.

At December 31, 2007

(Square km2) (Number of customers)

EDC et aaaaaaas 4,176 1,089,240
CALEY o ———— 1,000 64,593
TOtAL et ————— 5,176 1,153,833

Customers

Unless otherwise indicated, use of the term "custsithroughout this Offering Circular refers to
contracts for electric service, rather than indixts or entities. Accordingly, a single individual entity may have
more than one contract for electric service with@EPregulated electricity business, each of whichstitutes a
separate "customer" for the purposes of this Qfteircular.

EDC's regulated electricity business's customeesctassified into four principal categories: resitia,
commercial, industrial and government. See "— Tsitifor a description of EDC's regulated electriditysiness's
customer categories.

The following table sets out the total number aftomers by category at December 31, 2007, 2006 200
and 2004.

At December 31,

2007 2006 2005 2004
(number of customers)
ReESIAENTIAL ....iiiiveeee e e 1,015,953 968,517 898,64 870,299
(000] 1011 T=T (o1 = | N 121,723 119,422 115,985 894,
[aTo LU ES] (g T= P 7,024 6,707 6,394 3,33
GovernMEN .......ooveeieeeeeeeeeee e 9,133 8,503 7,778 7,145
[ o] v | TR 1,153,833 1,103,149 1,029,805 977,618

(1) Includes sales to the NIS.

At December 31, 2007, EDC's regulated electricitysibess had 1,153,833 total customers. EDC's
regulated electricity business' total number ofteoeers increased 18.02% during the period from boer 31,
2004 to December 31, 2007.

Residential customers comprise EDC's regulatedralitg business's largest customer group in teahs
total number of customers, accounting for 88% sfctistomers at December 31, 2007. During the Deeeib,
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2004 to December 31, 2007 period, the total nunolbeesidential customers increased 16.74%. Thieesse was
due principally to the natural increase in thismmegt of 7% and our plan to incorporate informaltoogers.

EDC's regulated electricity business' commerciadtamers, which comprise the next largest customer
group in terms of total number of customers, actedifor 10.55% of EDC's regulated electricity besisis total
customers at December 31, 2007. During the Dece@beP004 to December 31, 2007 period, EDC's regdla
electricity business's total number of commercisgtomers increased 28.34%. This increase was dioegally to
our plan to reduce the non technical losses indégor.

Although industrial customers account for the mijoof EDC's regulated electricity business's eleity
sales, industrial customers comprised only 0.8%ttfotal number of customers at December 31, 2EIDC's
regulated electricity business's total number dtistrial customers increased 31.68% during the Dbee 31, 2004
to December 31, 2007 period. This increase waspdineipally to the economic growth experienced ien¢zuela
during this period.

EDC's regulated electricity business' governmerdtamers increased 27.78% during the period from
December 31, 2004 to December 31, 2007.

Large Customers

EDC's regulated electricity business sells eleityrim a number of large clients at rates which langer
than the standard rate for industrial and commectistomers because of (i) the volume sold ottligir capacity to
receive electricity at higher voltages. Becausesé¢heustomers have the capacity to receive eldgtrati higher
voltages (12.47 kVA or more) or in larger voluméart the average customer, the cost associateddisitfibuting
electricity to these clients is reduced, allowiHg@Es regulated electricity business to charge themer rates.

Under the Electric Service Law, "large consumedgfined as customers that have a capacity to receiv
more than 5 MW, may buy electricity directly fromyageneration company. As a result, the ElectriviSe Law
could lead to a decrease in EDC's regulated et@tgtiiusiness's client base, particularly in iteg®tion and retail
activities, if some of its existing large clientsgin to purchase electricity directly from othengeation companies.
EDC believes that the potential impact of this jgmn of the Electric Service Law on EDC's reguthtdectricity
business's operations is mitigated by:

» the increases in efficiency that are expected toghmed from investments in EDC's regulated
electricity business's generating capacity, and

» the quality and reliability of the electric serviedC's regulated electricity business providestso i
customers, which will allow it to compete succeBgfdor large consumers in areas it does not
currently serve.

At December 31, 2007, 0.8% of EDC's clients quadifas "large consumers" under the Electric Service
Law. These large customers represented approxiyna®so of EDC's regulated electricity business'rigjs for the
year ended December 31, 2007.

Sales

The following table provides details of EDC's elimity sales in GWh and in millions of bolivares fine
years ended December 31, 2007, 2006 and 2005.

For the Year Ended December 31,

2007 2006 2005
(Bs.) (GWh) (Bs.) (GWh) (Bs.) (GWh)
Residential.................. 533,743 4,151 622,528 4,068 626,130 3,654
Commercial ................ 566,224 3,345 654,043 4,179 695,137 3,891
Industrial.........cccce....... 194,803 2,325 235,483 2,012 250,695 1,994
Governmerit............. 292,599 3,669 333,119 2,706 298,457 2,479
Total..coooveeeeeeeeeeen, 1,587,369 13,490 1,845,173 12,965 1,870,419 12,018
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(1) Includes sales to the NIS and sales by GENEVAPC

For the year ended December 31, 2007, sales tderd&l, commercial, industrial and government
customers comprised 31%, 25%, 17% and 27%, respdgtiof EDC's total electricity sales as measurgdsWh
and 34%, 36%, 12% and 18%, respectively, of elgttrsales as measured in bolivares.

EDC's total electricity sold by volume increased?b2b for the year ended December 31, 2007 compared
to the year ended December 31, 2005. This increasedue principally to the economic growth expesézhin
Venezuela during this period.

Billing and Collection Procedures

Each customer of EDC's regulated electricity bussnis billed on a monthly basis within one day rafte
meters have been read or an estimate of consumipéisrbeen determined. Bills are generated andtseBDC's
regulated electricity business' customers by sfizeth companies supervised by SERDECO. Paymentsiaee
within 17 days after bills are printed for delivan/customers.

Once the amounts to be invoiced have been caldylB@C prints the bills and notices of collectiohigh
are then sent to customers who can pay at majdesbanat any of EDC's commercial offices, pointpafment,
authorized agents and contact center. As a re$ulteomodernization of its customer source netw®RC has
reduced its collection costs and has been ablé@¢omore and better payment alternatives to itgt@mers than had
been the case in the past.

To secure payments from its private sector custeeDC requires them to deposit in advance an amoun
which approximates the amount that such customensidvpay for the supply of electricity during oneomth,
thereby reducing the risk of non-payment by thasgamers.

EDC's levels of provisions for bad debts is detegdion a company-by-company basis and consideys onl
private sector customers. The provision for badtsléb computed every month and is maintained a®4.00 the
unpaid accounts which have been due for more ttarmanths in the case of Residential and Commercial
Customers and 100% of the unpaid accounts whicle leeen due for more than 6 months in the case of Lo
Income Customers. Large Customers and governmentaculated based on individual risk analyses. rrore
information regarding EDC's allowance for doubthdcounts, see "Management's Discussion and Anabfsis
Financial Condition and Results of Operations — i€alt Accounting Policies and Estimates — Allowance f
Doubtful Accounts."

EDC has historically experienced lengthy delaysadflecting accounts receivable from customers m th
public sector. These delays have been due in @ainetfact that it is EDC's practice not to terneénservice to some
public sector customers, such as hospitals andstrigs, on account of non-payment because termgpatrvice to
these public entities could have a harmful effectsociety. Eventually EDC receives payment once pthiglic
sector customer has included the amounts owed ibutiget. The average age of EDC's accounts rddeibas
improved in recent years from an average of overyear to an average of approximately seven months.

As discussed above under "— Raw Materials and SBares," in the past, EDC has agreed to accept
payment of amounts owed to it by various ministaed instrumentalities of the government in therfaf bolivar-
denominated notes issued by the government. EDQ@g&t such notes to pay down accounts payabledesldhat
it had accumulated in favor of PDVSA.

Electricity Losses

Electricity losses is a general term applied tocdbs the electricity that is lost during the ogera of an
electrical transmission and distribution systemedé losses are divided into technical losses amdteahnical
losses. Technical losses occur in the ordinary smwif transmission and distribution of electricijon-technical
losses are losses resulting from faulty meterdt gvel fraud.

EDC's regulated electricity business' total elettirilosses are calculated as a percentage of el
electricity available from its system. EDC's regethelectricity business' total electricity los¢eeluding those of
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CALEY, which is not connected to the EDC's reguatdectricity business' electricity generating s@s) as a
percentage of total net electricity available fbe tyears ended December 31, 2004, 2005, 2006 abid \26re
17.93%, 17.72%,14.89% and 12.74%, respectively.

EDC's regulated electricity business' technicaséss(including those of CALEY) as a percentageotslt
net electricity available for the years ended Ddoen81, 2004, 2005, 2006 and 2007 were 7.42%, 7,.4106%
and 7.21%, respectively.

EDC's regulated electricity business' non-techrlicsses (including those of CALEY) as a percentafye
total net electricity available for the years endixcember 31, 2004, 2005; 2006 and 2007 were 1Q.30980%,
7.83% and 5.53%, respectively. Non-technical logsetuding those of CALEY) decreased 28.86% dutimg year
ended December 31, 2007, compared to the prior, yeaulting mainly from the incorporation of custems in
previously unserved areas, reductions in the nurdfeillegal connections to the EDC's regulated teieity
business' distribution system and improvementh&nEDC's regulated electricity business' internatanreading
and billing processes.

Supply
The electricity sold by EDC through its regulatéelcéricity business comes from three sources:
» its own generation;
e power purchases from EDELCA; and
» for CALEY, power purchases from CADAFE.

The following table sets out the sources of poveerEDC's regulated electricity business for thergea
ended December 31, 2007, 2006 and 2005.

For the Year Ended December 31,

2007 2006 2005
(Gwh)
EDC NEt gENEIALION ...ttt e e e e e e e e 11,039 10,079 9,846
EDC purchases from EDELCA .......ocoo oottt 2,214 3,095 2,745
CALEY purchases from CADAFE...........ooo oo a e 2 374 342

Tariffs

Each customer of EDC's regulated electricity bussnés classified as falling within one of the four
principal categories with different tariffs applgino each category. The principal tariff categoies: residential,
commercial, industrial and government.

Residential Tariff

Residential customers include individual houses endividual apartments. Residential rates include a
fixed charge (in Bs. ) and a variable charge feceicity consumed (in Bs. /kWh). Historically, ifés applicable to
residential customers have been cross-subsidizéadiogtrial and commercial customers and up to M98 based
on the minimum urban wage which is establishedhgy\fenezuelan government. Since the promulgatiothef
1999 Joint Resolution, this cross-subsidy has giiylbeen phased out. A resolution adopted on1Ajr2002,
established three tariff categories for the redidésector: (i) Tariff 01 residential service fasers with single-
phase measurment device and monthly consumptioerltvan 200 kWh; (ii) Tariff 02 residential servife users
with monthly consumption lower or equal to 500kveénd (iii) Tariff 03 high consumption residentialrgee for
users with monthly consumption greater than 500kWh.

Commercial and Industrial Tariffs

Commercial customers include businesses, smalljumednd large commercial enterprises, apartment
buildings and other non-residential customers. Cencral tariffs include charges for electric cappgin Bs. /kVA)
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and charges for electricity consumed (in Bs. /kWhdustrial customers include large, medium and Isma
manufacturing operations. Industrial rates includerges for electric capacity (in Bs. /kVA) and ottieity
consumed (in Bs. /kwh).

The gradual elimination of the cross-subsidy inofaef residential users of electricity was evidethé®m
1999 to 2002 by greater annual increases in basféstapplicable to residential customers compdeedeneral and
industrial customers.

Government Tariffs

Government customers encompass the public seauding government buildings and public lighting.
Government tariffs include charges for electricagity (in Bs. /kVA) and charges for electricity cumed (in Bs.
/kWh), except in public lighting where only elecity consumed (in Bs. /kwWh) is charged.

The following table sets out the average tariff laggole to each category of customer for the yea@7,
2006 and 2005.

For the Year Ended December 31,

2007 2006 2005
(Bs. per kWHY
RESIAENTIAL ........eeieiieii e e 114.2 510 113.3
Commercial (General SEIVICES) .....uvuuiiiiiicmmcceeeeee e 114.9 117.6 113.1
INAUSTEIAL. ...t 85.3 7.8 83.1
GOVEINMENE ... 98.2 97.6 97.3
(1o ] 01113 T PRI 135.0 141.0 105.0
AVEIAGE. ...ttt e+ttt a e e e e e eeaaane 108.5 1011 106.2

(1) Figures are expressed in current bolivares.
(2) Not including sales to the NIS.

Current Tariff Regime

On January 28, 1999, the Energy Ministry and MILiS8ued a joint resolution, the 1999 Joint Resofytio
providing for a tariff regime applicable from 19%98rough 2002. The 1999 Resolution sets forth thsicbeates
applicable at the beginning of each year and coples semi-annual adjustments to reflect exchaate
fluctuations and inflation and monthly adjustmebi@sed on the price of combustible fuel used to gd@e
electricity and purchased electricity. On Decentr2000, the Energy Ministry and MILCO issued 2890 Joint
Resolution, which called for adjustments of theibaariffs applicable for 2001 and 2002 on the basi revised
macroeconomic assumptions.

On April 3, 2002, the Energy Ministry and MILCO igsd a joint resolution that modified the existingft
regime and established new tariffs to be applieihdithe remainder of 2002. On February 6, 2008, Mkenezuelan
government issued a decree pursuant to which tleegiof essential goods and services, includingtiébey
services, were frozen indefinitely. Subsequentty,May 5, 2003, the Energy Ministry and MILCO issuegbint
resolution that temporarily suspended the appbeatif FAP Adjustments to tariffs charged by elextyi utilities.

However, the joint resolution dated May 5, 2003 did affect the tariff adjustments approved in Jagpu
2003 and expressly authorized the Energy Minigirggprove FAP Adjustments on a case-by-case bssig.result
thereof, the Energy Ministry approved the applmatof FAP Adjustments to increase tariffs by 2.5%september
and October of 2003, which represented an 10.3&¥ease with respect to the tariff that was in dffec the first
semester of 2003. EDC's total tariff increase wa9&% for 2003. Additionally, on March 22, 2006¢ tRnergy
Ministry approved FAP Adjustments resulting in thimcreases of 6.48% for EDC and 3.23% for CALEMe
Energy Ministry has allowed CACE Adjustments in agnition of increased price of combustible fuel dige
generate electricity and purchased electricitypferiods when tariffs were not adjusted.

For more information regarding tariffs applicabéeEDC's sales of electricity, see "The Electriditglustry
in Venezuela — Economic Remuneration of the Ele@gevice Law.”
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GENEVAPCA

GENEVAPCA was established by EDC in 1992 in conioactvith EDC's bid to design, build and operate
the first independent power plant in Venezuela.

In December 1993, Maraven, S.A., then a subsidiilyDVSA ("Maraven"), awarded GENEVAPCA a
contract to design, build and operate a thermaéggimg plant to supply steam and electricity tordWan's refinery
at Carddn and electricity to a refinery at Amuaynew by Lagoven S.A., also a subsidiary of PDVSAhat time
("Lagoven"). The design, build and operation agresimbetween GENEVAPCA and Maraven (now PDVSA
Petroleo) has a term of 20 years as of 1995, tke idawhich the plant began operations, and magxtended by
written agreement of the parties within the lageéhyears of the agreement. Maraven and Lagovee baen
succeeded by PDVSA Petroleo in connection withréfloeganization of the petroleum industry in Vendaukuring
1997.

The plant, which began operations in September 1@96cated next to the PDVSA Petréleo refinery at
Cardon in the Paraguanda peninsula in the StatelobR. Three single combustion turbines, each waithnstalled
Capacity of approximately 100 MW (and associatategators) are installed at the plant. Pursuartedake-or-pay
contract with PDVSA Petréleo described below, twotlese turbines are in continuous operation produc
approximately 800 GWh of power per year.

The plant's operations are governed by a take-grepatract with PDVSA Petrdleo (the "Take or Pay
Contract"). The Take or Pay Contract provides BR2VSA Petréleo must purchase a specified minimurawarnof
power and steam per annum. The price is specifietd.B. dollars and is payable in bolivares. Thegwiare
established annually based on a specified conmaot adjusted by the U.S. Gross Domestic Produdimplicit
Price Deflator but not for inflation. Gas, fuel andter are supplied by PDVSA Petréleo in sufficignantities to
run two turbines and three boilers at full capatitsoughout the year. GENEVAPCA suffers penaltiesler the
Take or Pay Contract if it falls below certain ogténg criteria. GENEVAPCA has averaged less thaeetipenalties
per year from 2004 through 2007, amounting to axiprately 0.3% of the total amount invoiced to PDVSA
Petréleo per year.

Excess power can be produced and delivered by GENESA to third parties under circumstances
provided in the Take or Pay Contract. The plantdanected to one other small purchaser in the @aattéa to
which power and steam are delivered. The planisis e@onnected to CADAFE's transmission lines fer shpply of
power from GENEVAPCA to CADAFE in cases of emergensuch as when CADAFE suffers power outages.
Beginning in 2000, GENEVAPCA has been supplying eot@ CADAFE. The amount of electricity supplied by
GENEVAPCA to CADAFE has been increasing each yeas gdrincipally to increasing load demand in the
Paraguana peninsula, operational problems expedeat CADAFE's local generating plant and constsaon
CADAFE's ability to transmit electricity to the arérom sources outside of the area.

The sales of electricity from GENEVAPCA to CADAFEeagoverned by an agreement entered into among
GENEVAPCA, CADAFE, PDVSA Petroleo and the governieinthe State of Falcdn. The price of this eledtyi
is established in U.S. dollars but is payable itivaoes within Venezuela. PDVSA Petroleo, for tree@unt of
CADAFE, supplies to GENEVAPCA the fuel required denerate electricity supplied to CADAFE under this
agreement. The volume of electricity supplied byNEYAPCA to CADAFE for the years ended December 31,
2007, 2006 and 2005 was 842.74 GWh, 721.24 GWI6a8d7 GWh, respectively.

The following table sets forth the total volumeeddctricity and steam sold by GENEVAPCA for the ngea
ended December 31, 2007, 2006 and 2005.

For the Years Ended December 31,

2007 2006 2005
Volume of Electricity (h GWH .....ocvvvveveeeneennn. 1,741 1,573 1,493
Volume of Steami metric ton..........ccc........ 1,149,238 1,050,355 960,851
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Other Businesses

EDC's other businesses include companies involvguldviding telecommunications services and payment
collection services on behalf of third parties,lsas waste management companies and municipaltaaraies.

Competition

Venezuela's electric power industry is comprisecpbilic utilities, including EDC The other fourase-
owned companies generated approximately 86% oftdked electricity used in Venezuela in the year exhd
December 31, 2007.

Litigation
EDC is engaged in a number of lawsuits arisingaddhe normal course of its operations.
Labor Proceedings

EDC is currently involved in litigation initiatedytcertain of their employees relating to contribas (the
"Savings Contributions") to thEondo de Ahorrog"Savings Fund") that EDC established for the fieré its
employees. The Savings Fund was created as pdheotollective bargaining agreement entered intd 996
among EDC, CALEV, ELEGGUA and their respective enypes. The plaintiffs in this litigation are segkia
judgment from the court declaring that these Sasi@gntributions be included in the definition o&lary” for the
calculation of certain employee benefits requirBBC to calculate and pay the difference betweenbiefits
actually received by such employees since NoverhB88 (or the date on which the employee began emyaot
at EDC, if later than November 1993) and the radated amount.

The group of plaintiffs consisted of approximat80 employees of EDC. The trial court initially gtad
EDC a favorable decision. The plaintiffs appedtet decision to an intermediate appellate cotitte intermediate
appellate court reversed the trial court's decisiod held in favor of the plaintiffs. EDC appeatedvenezuela's
highest court.

Notwithstanding, during 2007, EDC complied with theurt's decision and contributed the disputed
amounts for all current employees (including ther@nt employees that were not plaintiffs in theghtion), once it
recalculated the benefits considered as part ofi¢ffi@ition of “salary.”

With respect to the former employees that claimedadhere themselves to the recalculation of such
benefits, EDC is currently challenging such claind &DC believes that the possibilities of succdssuoh claim
by the former employees is not high, as proper egmpent termination documentation was executed egbh of
the former employees.

In addition, EDC is involved in 48 labor proceediragsociated to claims initiated by certain EDEsaes
who solicited the homologation of pension paymetthe national urban minimum wagglario minimo urbano
naciona) and retroactive payment for such homologated ipargayments since 1999 plus accrued interestluly
2007, EDC decided to recognize the national urbamnmmum wage $alario minimo urbano naciongto all EDC's
retirees. However, EDC continues to dispute thénd for retroactive payments and accrued interest.

Tax Proceedings

In March 1996, EDC initiated litigation seeking thellification of a resolution issued by tMinisterio del
Ambiente y los Recursos Natural@8MARN") requiring electricity utilities to contbute 1% of their gross
collections for the maintenance of Venezuela'sriasins. The litigation was initiated before thegado Superior
Primero de lo Contencioso — Tributarfthe "Superior Tax Court"). During the proceedinthe Attorney General
representing the government requested the judgeomsult with the Supreme Court to determine whether
Superior Tax Court was competent to hear the céke. Supreme Court decided on October 7, 1999 tmat t
Superior Tax Court was competent to hear the aamajrming that the litigation was essentially & fasue. In
addition, CALEV and ELEGGUA, as well as other wyilicompanies in Venezuela, have joined the procesdi
seeking to nullify the resolution issued by MARN.
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Whatever the outcome of the current proceedingerbethe Superior Tax Court may be, the decisions of
the Superior Tax Court can be appealed to the $wpi@ourt. Consequently, a final resolution of timiatter may
take several years. However, if the Supreme Gesiies a final decision ratifying the resolutiosuisd by MARN,
EDC believes that from the time of the final demis the 1% contribution may be passed throughstoustomers.

It is not clear whether the Supreme Court may afipdyl% retroactively to the date of the resolution

On April 14, 2004, ThéAlcaldia del Municipio Vargaassessed a penalty against EDC in connection with
a claim for unpaid municipal gross sale taxes. @&hwunt of the claim is approximately Bs. 92.2 oiili The
Alcaldia del Municipio Vargaalleges that EDC is required to pay municipal gresle taxes with respect to its total
billings because of the fact that the CGJJSB fscilivhich generates more than 70% of EDC's totargn
generation volume, is located within the municigadilimits.

EDC objected to the tax assessment on the bagistln@icipal gross sales taxes, which are paid based
billings to customers, in accordance with Venezuéddav, are paid by EDC to the municipalities whEfeC renders
and bills its services. Therefore, EDC believes thadhas no obligation to pay municipal gross sdi@ees in
jurisdictions where it conducts generation actasti

EDC initiated proceedings in the matter, which ugeld a petition for injunctive relief against tAkcaldia
del Municipio Vargas before theTribunal Tercero de los Contencioso Tributario delea Metropolitana de
Caracas The tribunal granted the injunctive relief regteel by EDC until a judgment on the merits of tlene is
handed down. Accordingly, thilcaldia del Municipio Vargasnay not enforce its tax claim against EDC until a
judgment on the merits of the claim is renderedhe Pparties are awaiting a judgment from the tribatiressing
the merits of the tax claim.

Insurance

EDC currently maintains a number of insurance jpediccovering various types of risk associated wtgh
business.

EDC believes that it maintains adequate insurarmeerage for the industry in which it is engaged.
Although the timing of payments in respect of claiomder its insurance policies may vary dependimthe nature
of the loss and the risk covered by the policytdrisally EDC has received payments on its claimaécordance
with the terms of its insurance policies.

Property

EDC maintains an insurance policy covering direleygical loss or damage to its properties located in
Venezuela, accounts, receivables and real profergept electrical transmission and distributiome$ situated
more than 1,000 meters from the generating plantitich they are connected).he current term of EDC's property
insurance policy is 14 months from April 1, 200D E expects to renew its property insurance upomitsration.
The limit of liability under the policy is U.S.$45@illion for any single occurrence. This insurarmaicy also
covers certain losses sustained as a result afakguction or damage to EDC's property, includosses from the
interruption of business caused such damage arehsgp to repair the damaged property.

Liability

EDC's liability policy insures against claims mauole third parties for injuries or damage to propeoty
human injury. The limit of liability under this pol is U.S.$30 million and the current term is 1@nths from April
20, 2007.

Environmental Matters

EDC's safety, health and environmental policy igrad with the concept of sustainable development,
which maintains that the aspects of economic grpwtitial progress, accident prevention and envientai
conservation are all linked.

EDC's environmental management activities are basdtie following seven key factors:
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» relations with the community,

» studies of regulations,

e  statistics,

e permits,

« waste management and final disposal,

» environmental impact analysis and risk assessraent,
* environmental audits.

Based on the above factors, beginning in 1992 Emfalemented a plan for the handling, transporting,
temporary storage and final disposal of Polychiaiéa Biphenyls ("PCBs"), a chemical compound tleat heen
used in the production of electricity that is thbtigp be toxic to humans, plants and animals.

In 2007, EDC carried out a total of four environnaraudits and disposed of 86,200 thousand litérs o
used dielectric oil. These activities were perfodnie accordance with applicable Venezuelan enviremial law
and regulations.

Related Party Transactions

EDC engages in transactions in the ordinary coof$risiness with its subsidiaries and affiliate pamies.
Such transactions mainly involve:

» sales of electricity,

e services rendered by and for EDC,

* long- and short-term intercompany loans, and

e guarantees of loans and notes by and on behalb&f€affiliates and subsidiaries.

Although EDC generally conducts material transangiavith its subsidiaries and affiliates on an arm's
length basis on terms which could be obtained énrtfarket from unrelated third parties, from timetime EDC
enters into transactions with its subsidiaries affiflates that might not be available from unretthird parties.

At December 31, 2007, EDC had accounts receivabim fand accounts payable to its affiliates of Bs.
16,945 million and Bs. 3,677 million, respectively.

Interconnection Agreement among CADAFE, EDELCA, EDCand ENELVEN

On December 1, 1988, CADAFE, EDELCA, EDC and ENEINEntered into an interconnection
agreement pursuant to which, among others, eatteaf agreed to commit firm generating capacitieslettricity
in order for the NIS to comply with the Integral fgansion Plan of the NIS. The performance of theigsr
obligations under the agreement is overseen byfiena de Planificacion del Sistema InterconectddoPSIS")
and each party is entitled to receive paymentsyaumsto its invoiced capacity for each month adensed and
approved by OPSIS. The term of the agreement igtenaiined and any of the parties thereto may teataithe
agreement with respect to each of them, provided tie agreement would remain in full force anceeffwith
respect to all other parties thereto.

Design, Build and Operate Agreement between GENEVAPA and PDVSA Petroleo S.A.

On December 21, 1993, Maraven, then a subsidiarP@¥SA, awarded GENEVAPCA a contract to
design, build and operate a thermal generatingt ptasupply steam and electricity to Maraven'smedfy at Cardon
and electricity to a refinery at Amuay owned by bagn, also a subsidiary of PDVSA at that time. Maraand
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Lagoven have been succeeded by PDVSA Petréleonnembion with the reorganization of the petroleundustry
in Venezuela during 1997. The plant, which begparations in September 1995, is located next toPh®SA
Petréleo refinery at Carddn in the Paraguana paldns the State of Falcén. Three single combustiohines,
each with an Installed Capacity of 109 MW (and eided generators) are installed at the plant. lRunisto the
take-or-pay contract with PDVSA Petréleo descriltiedow, two of these turbines are in continuous apen
producing approximately 800 GWh of power per year.

The term of the agreement is 20 years as of thee idavhich the facility began operations. Pursuarthe
agreement, the parties may agree to renew theragraet least three years prior to the expiratibitsaderm. In the
event the parties do not agree to renew the agmewithin the final two years thereof, PDVSA hae ttight to
present an offer to purchase the plant. If no egemt is reached in such regard, the agreementbsh&drminated
on the expiration date and GENEVEPCA will be oligghto deliver the plant free and clear of all Bings,
constructions no later than six (6) months altehsexpiration date.

Take or Pay Contract between GENEVAPCA and PDVSA Pwedleo S.A.

The Cardon plant's operations are governed by thiee Tor Pay Contract. The Take or Pay Contract
provides that PDVSA Petroleo must purchase a spdcifiinimum amount of power and steam per annune. Th
price is specified in U.S. dollars and is payabl&dlivares. The prices are established annualigdban a specified
contract price adjusted by the U.S. Gross Domésticluct — Implicit Price Deflator but not for inflah. Gas, fuel
and water are supplied by PDVSA Petrdleo in sudfitiquantities to run two turbines and three bsilar full
capacity throughout the year. GENEVAPCA suffers gites under the Take or Pay Contract if it fallsidw
certain operating criteria. GENEVAPCA has averafgss$ than three penalties per year from 2004 thrd2@Q7,
amounting to approximately 0.3% of the total amdombiced to PDVSA Petréleo per year.

Excess power can be produced and delivered by GENESA to third parties under circumstances
provided in the Take or Pay Contract.

CADAFE Agreement

The Cardén plant is also connected to CADAFE's strdgsion lines for the supply of power from
GENEVAPCA to CADAFE in cases of emergency, suclwaen CADAFE suffers power outages. Beginning in
2000, GENEVAPCA has been supplying power to CADAFEe amount of electricity supplied by GENEVAPCA
to CADAFE has been increasing each year due ptlgipo increasing load demand in the Paraguaninpala,
operational problems experienced at CADAFE's |apatherating plant and constraints on CADAFE's abild
transmit electricity to the area from sources aléf the area.

The sales of electricity from GENEVAPCA to CADAFEeagoverned by an agreement entered into among
GENEVAPCA, CADAFE, PDVSA Petroleo and the governtehthe State of Falcén in May 2006. The price of
this electricity is established in U.S. dollars mipayable in bolivares within Venezuela. PDVSAr#leo, for the
account of CADAFE, supplies to GENEVAPCA the fuedjuired to generate electricity supplied to CADAiler
this agreement. As of the date of this OfferingcGlar, the consideration is set at U.S.$14.00 p&WhViof
consumption and a minimum purchase of 55 GWh. €ha of the agreement is 18 months renewable bpanges
for six additional months.

The volume of electricity supplied by GENEVAPCAGADAFE for the years ended December 31, 2007,
2006 and 2005 was 842.74 GWh, 721.24 GWh and 635\8H, respectively.

Services Agreement between Phoenix and PDVSA

In 1999, Phoenix Internacional entered into an exgpent with PDVSA to design, construct, operate and
maintain a water treatment and injection plantdqueriod of 10 years which will expire on October2010. The
agreement is renewable upon written agreement efptirties. The amount of the total consideratioyapke by
PDVSA to Phoenix under the agreement over its J0-term is Bs.15.93 billion.
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MANAGEMENT AND EMPLOYEES
Management

EDC's board of directors is comprised of five pijrat directors and four alternate directors. Dices are
elected by a majority of the shareholders prestatgeneral or extraordinary shareholders' medtingenewable
two-year terms. The last election of directorsktptace at the extraordinary shareholders' medteid on June 14,
2007. The directors' terms, the manner in whigythre elected and other related issues are establlin EDC's
bylaws.

The current members of EDC's board of directorssateforth below. The mailing address for notites
and all other written communication with, membefse®C's board of directors is c/o C.A. La Electiiad de
Caracas, Avenida Vollmer, Edificio La Electricidald Caracas Torre Central, Piso 17, Urb. San Beimard
Caracas, Venezuela.

Name Position, Qualifications and Other Appointments
Javier Alvarado Mr. Alvarado is currently the Marketing Director @orporacion Eléctrica Nacional
(Chairman) S.A. and Chairman of C.A. La Electricidad de CamcSistema Eléctrico del Estado

Nueva Esparta C.A. (SENECA) and Region 4 Araguaahtia of CADAFE. He has
also held positions as General Manager of PDVSAidecte (2004), General
Submanager of PDVSA Occidente (2003), Manager-foren charge of Bitimenes
del Orinco (Bitor), Corporate Planning Manager oftoB Planning and Process
Manager of E. and P. Caracas (1998), Automatizattanager of Production of
Lagoven (1994), Head of Electric Engineering ofd&ais (1991) and Head of the group
of Design Engineering and Project Inspection in &¢aibo (1986). He started in the oil
industry in 1979 as a General Engineering Manadetagoven. He obtained his
bachelor's degree in Electric Engineering by thevehsidad Simén Bolivar with a
specialization in Power Systems course led by Géidectric in New York, U.S.A.

Alejandro Borjas Mr. Borjas has held the position of Administrati8eb-manager of th€osta Afuera

(principal) Division since 2007. On 2006, he held the positidriWestern Social Development
Manager. In 2005, he was appointed as the Mandgledepartment of Maracaibo.
In 2004, he was head of the reorganization of #mral work units. From 1998 until
the oil stoppage, he occupied the position of dnpeErdent of programming of all
mayor and minor works at the Maracaibo Departmerdm 2003, he held the position
of Manager of the Lagomar Unit. He obtained his lgdor's degree from the
University of Zulia in 1980 and a Masters in protioe on 1995 from the same
University.

Alberto Joanes Mr. Urdaneta is the Department chief of conversaoid transport of energy. He is the

Urdaneta (principal)  Dean of professional studies and coordinator ofifigying of the National University
Council. He is a course professor at the SiménvBolUniversity. He has participated
in more than 70 professional high management ceutde has published articles in
national and international congresses. In Janud§02 he received the “Third
Millennium Medal” for outstanding contributions ithe area by the Institute of
electrical and electronic Engineers. He obtainedBachelor's degree from the Simén
Bolivar University in 1979 gumma cum lauden Electric Engineering and Applied
Physics. He also has a Ph. D. in systems engimpéom Case Western University,
Cleveland, U.S.A. which he obtained in 1983 and6] 98spectively.

Antonio Simancas Mr. Simancas was chief financial officer of PDVS#ih 2005 to 2007; he also was

(principal) international financial advisor for PDVSA from 2062 2003. He also was
Superintendent of Banking and Other Financial tastins. He has been a course
professor in the University of Venezuela. He oledirhis Bachelor's degree form the
Universidad Central de Venezuela in 1973. He hifaster in Science and Economy
and Business from Oklahoma State University, U.$1a. has a Graduate degree in
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Jesus Rangel
(principal)

Nicolas E. Veracierta
(alternate)

Dario Ernesto
Merchan Mijica
(alternate)

Carlos E. Luengo H.
(alternate)

Genel Enrique
Severeyn Cérdova
(alternate)

administrative law from the Universidad de Santarislaand a higher management
course from the University of Tennessee, U.S.A.

Mr. Rangel was the chairman of C.A. Energia Eléatiile Venezuela until 2002. He
also was executive director of C.A. ENELVEN Distridora until 2002. From

November 2001 to February 3, 2002, he was Execiigepresident of transmission
and generation of CADAFE. He also was Departmemadar for various departments
such as the Department of Distribution, the Deparimof Planning, Network

Development and Energy Supply. He obtained his Blacls degree in electric
engineering from the Universidad de los Andes o6719He is member of the
Venezuelan Engineering Collegiate.

Mr. Veracierta held the position of chief financiefficer of PDVSA during 2007.

During the years 2003-2006, he held the positionMafnager in the Corporate
Contracting Administration of PDVSA. He also paigited in the management of
several financial contingency processes in the P&@3. He started his professional
career in Lagoveb S.A., occupying the position ofnaRce Supervisor

Oriente/Contracting, as well as Manager of Finaaoe Budget and Management
Control. He holds an Economics Degree from theversidad de los Andes.

Mr. Merchan was director of Human Resources of PR\sthe years 2006-2007 and
also was Corporate Health Manager in the years-2005. He was appointed as Vice
Minister of Health in 2004. Mr Merchan was a membgthe presidential commission
“Misién Barrio Adentrd (Mission Inner City) in the Ministry of Health @nSocial
Development in the years 2004 and 2005. He hastadkb the position of Resident
doctor of post graduate in the San Cristobal Céhtesspital and Regional Coordinator
of oncology in the regional directorship of Healithe State of Miranda. He obtained
his title of surgeon doctor in the Universidad ds Andes. Afterwards, he graduated as
a specialist doctor in internal medicine in the sddniversity. During the years 1993
and 1996, he obtained his degree as specialisbdotimedical oncology and in the
years 1997 and 1998, he obtained the degree obbocPublic Health In the Branch
of Sanitary Management.

Mr. Luengo has been Vice-president of Legal Affairgshe C.A Energia Electrica de
Venezuela (ENELVEN) and C.A Energia Electrica d€tasta Oriental (Enelco), since
the year 2005. He was a Manager of regulatory,atack municipal affairs during the
years 2004 and 2005 and Legal Consultant in ch&wgethe year 2002 in both
companies. He also occupied positions in the Veslanuprovisions Fund, in the
Ministry of Energy and Oil and also in CADAFE asdextive Director of the Ministry.
He has participated as a substitute member in terdBof Directors of SENECA,
CADAFE and in the Chamber of Electrical IndustryAEINEL). He obtained his
degree in Law in 1991 from the University of Zullde performed his post graduate
studies in tax management in the Rafael Urdaneteetsity.

Mr. Severyn has actively participated in the stagstof the Oil Industry in PDVSA
Occidente. He was assigned to the management aifr mpgjjects in the El Palito”
Refinery in June 2007. He was a manager of tfecfdenté project, related
to nitrogen injection, in the years 2005-2007.Wwkes also a leader of optimization and
production of special production projects in thery2002. He worked as a production
engineer for infrastructure in the years 1998-288@vell. He obtained a specialization
in Gas Engineering in 1993.
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EDC's executive officers are as follows:

Name
Genel Severyn
Inés Morales
Victor Mendible
Jesus Olivares
Luis Villasmil
Vicente Diaz
Luis Carlos De Le6n
Alexis Sierralta
Armando Astudillo
José Romero
Luis Sardi

Fernando Puerta

Rhina Diaz

Jorge Da Silva

Carolina Blanco

Rafael Gomez

Employees

Position
General ManageGerente General
Generation Operating Managé&drente Operativo de Generac)on
Transmission Operating Manag&erente Operativo de Transmisjon
Distribution ManagerGerente Operativo de Distribucipn
Retail Operating ManageGgrente Operativo de Comercializac)én
Administration and Services Manag&edrente de Administracion y Servicio
General Counsel@erente Funcional de Asuntos Legales
Social District ManagerGerente Funcional del Distrito Socjal
Financial ManagerGerente Financierp
Project Engineering ManageBérente Funcional de Ingenieria y Proyegtos

Planning ManagerQerente Funcional de Planificacipn

Prevention, Control and Losses Manag&eiente Funcional de Prevencion,

Control y Pérdidap

Human Resources Manag&drente Funcional de Recursos Humgnos

Safety, Hygiene and Environment Manag&ef(ente Funcional de Seguridad,

Higiene y Ambienje

Information Technology and Telecommunications Mamnd@erente Funcional de

Telecomunicaciones e Informatjca

Public Affairs ManagerGerente Funcional de Asuntos Publizos

At December 31, 2007 EDC had 2,854 total employ&esing 2007 the employee turnover rate was
5.25%, with an average length of service per enggayf 10 years.

At December 31, 2007, approximately 59.5% of ED&igployees were members of the Electric Labor
Union (Sindicato de Trabajadores Electricistas, SimilaygSonexos del D.F. y del Estado de Mirap(the "STE").

Labor Union

The most recent collective bargaining agreementdeh EDC and the STE was signed on January 1, 2007
and will expire on December 31, 2008. The STE nsuktmit a proposal for the negotiation of a newezilve
bargaining agreement. Once such proposal is sumiEDC and the STE will commence negotiations obw
collective bargaining agreement. The current ctillecbargaining agreement will continue to applyilutne new
collective bargaining agreement is entered intae @greement operates for the benefit of 2,854 epapwof EDC,
CALEY and GENEVAPCA.
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The collective bargaining agreement establishedalans increase of 31%, to be applied in three
installments. The first increase of 21% becamecéffe on February 15, 2007 for the amount of B€D,860, the
second part became effective on July 1, 2007 feraimount of Bs. 150,000 and the last part of theeagent
became effective on December 1, 2007 for the amofuBs. 100,000.

The previous collective bargaining agreement betwe®C and the STE was signed on November 1, 2004
and expired on December 31, 2006. The salary aserevas applied in two installments. The first éase in the
amount of Bs. 300,000 became effective in Noven2®85, and the second increase in the amount o1 %3000
became effective in November 2006. In additioth®o2006 salary increase, EDC approved a one-tonesin the
amount of Bs. 6,000,000 for the year ended DeceRibe?006.

There have been no strikes or work stoppages ato&BDC's regulated electricity business's plants o
facilities, and management believes that relatioitls its employees and the STE are good.

Compensation and Benefits

On February 17, 2007, EDC approved a general salargase in the amount of Bs. 600,000 per month pe
employee. The general salary increase was appiigtrée installments. The first increase in the amaf Bs.
350,000 became effective in February 15, 2007 s#w®nd increase in the amount of Bs. 150,000 beeffieetive
in July 1, 2007 and the third incresase in the amhad Bs. 100,000 became effective in December0D72 In
addition to the general salary increase, EDC apmi@/one-time bonus in the amount of Bs. 600,000.

All of EDC's employees are given the opportunityjdim the Asociacion Civil Fondo Prevision Social de
Trabajadores de la Electricidad de Caracas y sugpEsas Filiales("Fondo de Previsiéon"). Employees can make
contributions to the Fondo de Prevision and EDCcimet 100% of these contributions (up to 10% oftingloyee's
salary). Under the Fondo de Prevision, EDC extgraaisonal emergency loans and housing loans toategement
employees and provides financing for the acquisitid shares of EDC stock to its management empkyae
December 31, 2007, EDC had outstanding aggregates|to employees (including those granted to itseot
management employees) totaling Bs. 18.5 billiopfapimately U.S.$8.50 million).

In addition, during 2007 the retirement pension98P6 of EDC's retired personnel was adjusted in
accordance with the effective national urban minimuage (salario minimo urbano naciona)
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PRINCIPAL SHAREHOLDERS

The issued and outstanding share capital of EDGfd3ecember 31, 2007, consisted of 3,292,214,078
ordinary registered shares of common stock, Bs.QDPar value, one vote per share. EDC has ordyatass of
shares, all of which have the same rights. EDGdu have any class of outstanding shares otherttite shares
of common stock.

In 1997, EDC spun off the shares of Corporacién EQB®\. ("CEDC"), a subsidiary organized to hold
EDC's unregulated and non-Venezuelan businessits tshareholders through the issuance of "stapledes,”
which were shares representing ownership inteliest&’o separate companies, EDC and CEDC, but whiete
only capable of being traded as a single unit. oddingly, a shareholder of EDC and CEDC owned tharas, one
representing an interest in EDC and the other tarént in CEDC. The "stapled shares" were linketbaransfer,
marketability and price.

In April 2000, AES, a publicly owned Delaware corgiion, initiated a tender offer to acquire 51%lof
outstanding "stapled" shares and ADRs of EDC anBCEwhich was subsequently amended to includefate
outstanding "stapled" shares and ADRs. AES acdu#® 484,372 ADRs on June 7, 2000 and 1,134,130,337
"stapled" shares of EDC and CEDC on June 21, 2§00 it control of 80.2% of the outstanding capistock of
EDC and CEDC. AES paid U.S.$0.57 per "stapledteshad U.S.$28.50 per ADR under the tender offenftotal
purchase price of U.S.$1.5 billion. As a resulti#se transactions, AES was able to appoint alhtembers of the
Board of Directors of EDC and to control the mamagat of EDC.

In May 2000, in response to the AES tender off@CEannounced the Repurchase Program. As a rdsult o
the Repurchase Program, EDC and CEDC repurchadethlaof 286,239,750 "stapled" shares and 239,7%b,6
ADRs for approximately U.S.$300 million. Under ttesms of the Repurchase Program, AES was permitted
participate in the Repurchase Program, increasmgvinership interest in EDC and CEDC to 87.2% imueiving
U.S.$139.3 million in cash. In December 2000, EiBslied 22,000,000 shares of its capital stock mmeotion
with an employee benefits program. As a resulthid capital increase, AES's ownership of EDC weduced
slightly to 86.6%.

In accordance with requirements necessary to ob¢gulatory approval for the acquisition, AES agréa
repurchase shares owned by retirees, employeemamntbers of their direct families for the same cdesation as if
they had participated in the tender offer. Du@aggative economic conditions, AES was unable tondmse such
shares during the years following the acquisitiés a result, in November 2003, EDC offered itsvacand retired
employees and members of their immediate familid® wlid not participate in the Repurchase Program an
opportunity to voluntarily exchange their shareseEddC common stock for either (i) 2.5 new shareseE®fC
common stock for each share of EDC common stockniitdrl for exchange or (ii) a 3-year note in thengipal
amount of Bs. 1,265.0 per share of EDC common ssodinitted for exchange. As a result of the progreDC
issued a total of 51,889,766 new shares of its comstock, issued notes in a principal amount of 1B4.billion
and acquired a total of 22,041,968 shares of ilsnaon stock.

At EDC's annual shareholders meeting held on Fepr@a, 2004, EDC's shareholders approved a
resolution granting the board of directors broadharity to implement an employee share repurchasgram.
Pursuant to such authorization, in March 2004 EDSSiard of directors established, as a continuatibrihe
November 2003 repurchase program, an employee sbpuechase program calle¥én y Participd’ Under the
terms of the program, EDC offered to repurchaseeshaf its common stock held by active and reteetployees
and members of their immediate families for U.S5$0per share, payable in bolivares at the thenaiiey
bolivar/U.S. dollar exchange rate. The progransetbon March 31, 2004, and as of that date EDCahgdired a
total of 10,594,150 shares of its common stocktata cost of Bs. 11.6 billion. The repurchashdres have been
retained by EDC as treasury shares.

On June 30, 2006, the EDC's ordinary shareholderting authorized the board of directors to impleime
certain share subscription programs. On May 1762®8 board of directors approved (i) a "publifedhg of
shares" known as "Pass the Good Energl?aga la Buena Energia'and open to the general public, initiated in
July and August of 2006 (prior approval by the CNW#rough which a total of 143,636,637 shares wgeiescribed;
and (ii) an "employee share program," offered foeatployees of EDC, through which they could aoguip to
2,500 shares at a price of Bs. 503.43 per shath,ami initial payment of 20% and the remaining 8d8anced by
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EDC for a term of five (5) years and with a qudsténterest rate equivalent to the weighted avenage of certain
EDC's commercial papers. The shares are depositedrust whose beneficiaries are each individogleyee and
all cash dividends generated by the shares areedpid the service of the debt. The employees metgase the
shares from the trust upon payment of the full pase price. At the completion of the program on ésigt, 2006,
2,340 employees (87%) had participated in the pnogand 5,844,700 new shares were issued and registethe
National Securities Registry.

In January 2007, President Chavez announced a@laationalize various areas of the economy inclgdi
the electricity sector. In February 2007, PDVSA eatity wholly-owned by the Bolivarian Republic \@énezuela,
agreed to purchase The AES Corporation's 82% isiténeEDC pursuant to a tender offer open to aldécs of
EDC's common stock. On April 10, 2007, PDVSA lawthhe tender offer for the purchase of controrahaf
EDC. The tender offer, a dual jurisdiction offerréed out in the Caracas Stock Exchange in Venezaald the
OTC market in New York in the United States of Ainar closed on May 8, 2007. The tender purchasee pn
Venezuela was the Bs. equivalent of U.S.$0.2734%pare at an exchange rate of Bs. 2,150.00=$1.08rDor Bs.
587.81 per share. The tender purchase price icdheurrent tender offer in the U.S. was U.S.$135%p&r ADS.
The AES Corporation tendered its 82% interest irCBED PDVSA in the tender offer. As a result of teader offer,
PDVSA obtained control of EDC by acquiring 93.61#&®C's outstanding common stock.

EDC's Controlling Shareholder

As of December 2007 the Bolivarian Republic of Varaa, through PDVSA, controlled an approximately
93.62% interest in EDC.

Neither the Bolivarian Republic of Venezuela nor\FIA has any obligation under the Notes, or is
providing any guaranty relating to EDC's obligasamder the Notes.

The following table sets forth the principal shavlelers of EDC and their respective holdings of EDC
common stock and ADRs as of December 31, 2007.

Shares
Shares % of capital Number of Shareholders
PDVSA 3,082,085,522 93.62% 1
Minority 210,128,556 6.38% 35,470
Total Shares 3,292,214,078 100% 35,471
ADR’s
ADR’s %
PDVSA 61,078,025 99.97%
Minority 16,490 0.030%
Total ADR’s 61,094,515 100%

Source: Venezolano de Crédito, Banco Universal —EIéaring Agent
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Treasury Stock

Under Venezuelan law, treasury shares:

» do not carry voting rights;

» are not counted for purposes of establishing awuat shareholders' meetings;

» are not entitled to receive dividends; and

» are subject to the pre-emptive rights of existihgreholders.
Dividend Payments

Under the Capital Markets Law, Venezuelan compamiest distribute annually a dividend of at leas¥b0
of their net income, calculated before taking iat@ount income from affiliates. At least 25% datAmount must

be in cash.

Dividends must be proposed by the board of direcamd approved by a majority of EDC's shareholders.

The following table sets forth the cash dividensridbuted by EDC since 2005.

Approval Date Payment/Distribution Date Amount
(in millions of constant Bs.)
March 3, 2005 April 8, 2005 Bs. 85,285
March 3, 2005 October 28, 2005 Bs. 255,537
March 30, 2006 April 7, 2006 Bs. 355,400
March 9, 2007 March 16, 2007 Bs. 305.528

ADR Program

On November 1998, EDC established a "Level 1" Anzeri Depositary Receipts program ("ADR").
EDC's ADRs trade on the "over-the-counter" marketlar the symbol "ELDAY." Each ADR represents 50
ordinary shares of EDC. The Bank of New York a$sdepositary anBanco de Venezuela, S.A.CakdBanco
Venezolano de Créditact as the local custodians under the program.ofA3ecember 31, 2007, the outstanding
number of ADRs under the program was 61,094,515.

LATIBEX

On July 13, 2006, EDC obtained all required auttaiions and listed its shares in the Latin-American
Stock ExchangeL@ATIBEX. LATIBEX is an international market for Latin-Agnican securities that allows to
diversify the transactions over securities in thedpean market, it is regulated by the Spanish ig@&siExchange
Law and promoted by the Securities Exchange of Mad&DC was the first Venezuelan company to listsihares
in LATIBEX. The shares are listed under the trgdikey XEDC and the initial offering price was € & ger share.
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THE ELECTRICITY INDUSTRY IN VENEZUELA

The following information should only be read asuanmary of certain matters relating to the eledyic
industry in Venezuela, including provisions of \mdan laws and regulations applicable to the eleity
industry. This summary is not intended to con&titu complete analysis of any such laws and repuiat The
following information is qualified in its entiretyy the detailed information appearing elsewherehis Offering
Circular, including, without limitation, the sectieentitled "Risk Factors."

Overview

Electricity services in Venezuela were first offéri@ 1888. The Venezuelan government's involvenrent
the electricity sector began in 1946 with the dmabf Corporacién Venezolana de Fomer(t€VF"), a state-
owned company created to coordinate and developeatestricity generation capacity in Venezuela amanenage
the then existing state-owned transmission andildigton systems. In 1958, the Venezuelan govenirogsated
CADAFE with the purpose to integrate into a singtgity the 15 electricity utilities then existingnder CVF. In
1953, theComisién para la Electrificacion del CaroffiCEEC") was created under the predecessor oMRE
(currently MILCO). In 1963, the Venezuelan govesmhcreated EDELCA, currently the largest produckr
electricity in Venezuela, to replace the CEEC amgp$y electricity to the growing aluminum, steetdafierro-alloys

industry of the Guayana region.From 1976 to 20@preximately 80% of the electricity industry in \euela has
been controlled by state-owned entities.

On July 31, 2007, Venezuelan President Hugo Chéaesmed DecredN® 5,330 ("DecreeN® 5,330"),
creating the Law of Reorganization of the Electri8actor, in order to reorganize the national eleity sector, to
improve the quality of the electricity service, nrake the efficiency in the use of primary souradsenergy
production and in the operation of the system aadistribute the functions of the participants e telectricity
sector. Such decree provides for the establishiwietite CEN, the state owned entity that will beeoemgaged in

operating the electric sector, including the getiena transmission, distribution and retail of eter power and
energy.

Demand

The following table shows the demand for electyicithe size of the Venezuelan population and
Venezuelan GDP between 1999 and 2007.

Electricity
For the Year Ended December 31, Demand Population GDPY

(in GWh) (in thousands) (in millions)
81,188 27,483 52,841,302
79,207 27,313 51,337,866
74,575 26,725 46,580,
69,865 26,127 42,843,
65,327 25,674 35,653,
65,892 25,220 38,330,
64,389 24,766 42,3813,
61,161 24,311 41,293,
59,052 23,867 39,525,

Sources: Camara Venezolana de la Industria Eléatrigstituto Nacional de Estadistiemd the BCV.
Notes:

Q) Estimated figures.

It is estimated that during 2007 the total generatf electricity in Venezuela was 88,188 GWh, 66f6
which was produced by hydroelectric plants and 36&tmal plants (including gas, diesel, fuel andastebased
plants). As of December 31, 2007, the total ItestbCapacity in Venezuela was 22,540.1 MW. Dupegk hours,
approximately 15,551 MW are required to meet thenaled. The discrepancy between the percentagestslled
Capacity represented by hydroelectric plants aednthl plants and total electricity generated byrbgtectric and
thermal plants is mainly due to irregular genemtiof electricity by thermal plants resulting fronbswmlete
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generation facilities, lack of regular maintenanseavailability of spare parts and the availabibfyless expensive
substitute hydroelectricity.

NIS

The NIS connects CADAFE, EDELCA, EDC and ENELVENhe NIS links 29 thermal plants and 9
hydro plants with a total Installed Capacity of 20.1MW. EDELCA is the only net supplier of elécity to the
rest of the system, to which it sold an estimat2®% of its production as of December 31, 2007.

The following table sets forth the electricity flewirom EDELCA to other interconnected companies
through the NIS at December 31, 2007.

CADAFE®™ EDC ENELVEN®
Purchases of EDELCA electricity (in GWh) ... 32,098.8 2,213.5 N5
Purchasing company's own net generation (in GWh)..................... 10,119.5 10,897.1 5,514.1
Total electricity available (in GWh) ..., 42,218.3 13,110.6 11,063.6
Q) Preliminary figures derived from Annual RepO®®SIS December 2007.

The Interconnection Agreement

The NIS is administered through an Interconnectfgreement, which was first signed in 1968 by
CADAFE, EDELCA and EDC and ratified and amended %88, when ENELVEN became a party to the contract.
The Interconnection Agreement was designed to faeterconnection and coordination of generatiotivies
among the companies in order to satisfy the colmtigmand and ensure the quality and reliabilitglettricity
service.

The OPSIS is an association established through tldomnection Agreement to manage the day-to-day
operations of the NIS. OPSIS' main functions,wpecember 1, 2006, were the operation and codidimaf the
national grid for transmission lines above 230 k@PSIS coordinated the generation and reserveramsityf, the
frequency, voltage levels and maintenance progrémeaeration plants, and the national transmisgjod. In
addition, OPSIS coordinated the interconnected eomas' regional dispatches and registers the witgtflows
between companies. Other responsibilities of OR&iBided:

» preparing studies related to the expansion of #tmnal electricity system, and

e collecting and analyzing technical data for the rhemcompanies, such as performing tests to
determine the capacity to be accredited by the neemmbmpanies to the generation pool.

e The annual cost related to EDC's connection toNHe is 25% of the investments and expenses
incurred by OPSIS for a given year. Such costy fram year to year. EDC's contributions to OPSIS
were approximately Bs.6.84 billion for the year eddecember 31, 2005, Bs.7.49 billion for the year
ended December 31, 2006

As of December 1, 2006, the CNGSE assumed all fumepreviously performed by OPSIS. Accordingly,
EDC's payments to the CNGSE for the year ended ieee 31, 2007 was Bs.7.60 billion. The CNGSE is no
responsible for enforcing payments between the cories.

Dispatch

There is currently no competitive dispatch systenoperation in Venezuela. Electricity companies ar
therefore able to establish for themselves thesuhity dispatch and the power they purchase tacsetiveir load
demands.
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Participants

The power sector in Venezuela comprises a numbeteatricity companies serving approximately 5.26
million customers. As of December 31, 2007, the&&ielan power sector had approximately 33,000 @yepk.

Practically all of the assets of the Venezuelangrosystem belong to five companies. Besides Eb&set
companies are EDELCA, CADAFE, ENELVEN and ENELBAR.

CVG Electrificacién del Caroni, C.A.

EDELCA, a state-owned electricity company, was t@@ain 1963 as a subsidiary of Corporacion
Venezolana de Guayana to develop the hydroeleptiential of the Caroni river basin in the Guayaegion.
EDELCA was created for the express purpose ofifatiilg an electricity-intensive industrial complaxthe region
linked to the production of aluminum, steel anddealloys. Presently, EDELCA generates approxityas8.12%
of the country’s total electricity production froits hydroelectric plants: Guri 20 units (8,851 MW)acagua | 6
units (360 MW), Macagua Il 12 units (2,400 MW), Maaa Il 2 units (170 MW) and Caruachi 12 unitsl@®
MW).

EDELCA sells 34% of its electricity production targje industrial users, mainly in the Guayana regiowl
4% directly to the Puerto Ordaz region through CAHEA The remaining 62% is sold to distribution camies
through the NIS. EDELCA owns all the 765 kV transsion lines in Venezuela and about half of the 400
transmission lines, which enables EDELCA to tramsji® electricity to the main consumption centers.

Compaiiia Anénima de Administracién y Fomento Eiéwmtr

CADAFE is the largest state-owned electricity digition company in Venezuela. It was created iB8L9
with the purpose to construct new generation féedj increase generation capacity and managerdhsnission
and primary distribution of electricity in Venezaglpromoting nationwide access to electricity. r€oily,
CADAFE covers 90% of the territory and, as of Debem31, 2007, served approximately 2.7 millionmige

CADAFE is a vertically integrated utility, with amstalled Capacity, as of December 31, 2005, 09@3,6
MW (3,070 MW thermal, 620 MW hydro), and owns apgneately half of the country’s 400 kV lines and rmo$
its 230 kV lines. The total electricity invoicegt EGADAFE during the year 2005 was 22,667 GWh.

All electricity companies in Venezuela are members<CAVEINEL, the Venezuelan electricity industry
trade body.

Regulation and Regulatory Control
Electric Service Law

On September 17, 1999, Mr. Rafael Caldera, thegidRet of Venezuela, in consultation with the Caunc
of Ministers, approved the law-decree that esthblisa regulatory framework for the electricity iisthy in
Venezuela. The law-decree effectively repealedpdbr decrees and regulations in effect with respe the
electricity sector. On December 31, 2001, the daeree was superseded by the Electric Service Tdve Electric
Service Law, as amended, constitutes the basishéorcurrent regulatory framework of the electricsigctor in
Venezuela.

The Electric Service Law provides, among otherdhin
(a) the separation of the electricity sector in ¥arela based on the following activities:
e generation;
» transmission;
o dispatch;
» distribution; and
e retall

(b) that no single entity may engage in more thae of the above listed activities, with the exceptbf
retail activities which may be conducted by gerieraaind distribution companies;
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(c) for electricity companies engaged in transmissand distribution activities to obtain formal
concessions from the Energy Ministry;

(d) the opening of generation activities to comaati principally by allowing consumers of more tha
MW to purchase electricity freely in the market ;

(e) the creation of a centralized, state-owned @myptheCentro Nacional de Gestién del Sistema
Eléctrico ("CNGSE"), to administer the dispatch of electyigiationwide; and

(H the creation of a single regulatory authority ¥enezuela's electricity sector, tBemisién Nacional
de Energia Eléctric§'CNEE").

As of the date of this Offering Circular, due toetWenezuelan government's reorganization of the
electricity sector through the adoption of Deckes,330 and the publication by Energy Ministry ofsBkition 190
in the Official Gazette on October 8, 2007 ("ResioluN® 190"), certain provisions of the Electric Servicaw
(e.g. the legal separation of the electricity sedig area of activity, the opening of generatiortivdiies to
competition and the concessions regime) have hgeerseded or have been rendered temporarily inbpera

Notwithstanding the reorganization of the Veneznedtectricity sector, under the Electric ServiceM,.a
electricity companies are currently required to keseparate accounting for their generation, tragsiwm,
distribution and retail activities. EDC currentijvides its activities into business units and iempénts consistent
accounting practices Accordingly, EDC’s operatsggments as of this date consist primarily of istigally
integrated electricity operations. Costs incurbgdeach such operation are separately tracked b@'€internal
reporting system and reported to management.

Reorganization of the Venezuelan Electricity Sector

On July 31, 2007, Decreé® 5,330 became effective. Article 14 of DeciN¥®5,330 provides that the Law
of Reorganization of the Electrical Sector will pad over the Electric Service Law and any munitipastate law
(including the Value Added Tax Law, the Organic Lafthe Municipal Power and the Public AdministoatiLaw).

DecreeN® 5,330, among other things, provides for the ewhirlent of the CEN, the state owned entity that
will become engaged in operating the electric seételuding the generation, transmission, disttidi and retail
of electric power and energy. EDC, EDELCA, ENELVHERmpresa Nacional de Generacién C.A. ("ENAGEN"),
CADAFE, Energia Eléctrica de la Costa Oriental dagjo, C.A. ("ENELCOQO"), ENELBAR, Sistema Eléctrice d
Nueva Esparta C.A. ("SENECA"), as well as all remrag subsidiaries of the CEN must, within a peraddhree
years, merge into one legal entity. Furthermoreg¢r®eN°® 5,330 provides that all the private companies cied
to the production, transmission, distribution amammercialization of electric power in the procedsbeing
acquired by the Venezuelan government or which Hmeen judicially or otherwise intervened by the ¥rmelan
government shall merge into the CEN.

ResolutionN® 190 intends to improve the reorganization of tleeteicity distribution activities by, among
other things, creating the following operative mats:

= Northwest region which comprises the states oféalcon, Lara and Yaracuy.
= North-center region which comprises the statesaiBobo, Aragua, Miranda, Vargas and Distrito Gapit

= Northeast region which comprises the states of Atemui, Monagas, Sucre, Nueva Esparta and Delta
Amacuro.

= Central region which comprises the states of Goaf@ojedes, Portuguesa, Barinas and Apure.
= Andean region which comprises the states of Méfdajillo and Tachira.
= Southern region which comprises the states of Bokiwd Amazonas.

ResolutionN® 190 provides that:

= ENELBAR shall operate and maintain the electridtgtribution facilities in the state of Yaracuy, tine
northwest region, and Carabobo, in the north ceneigion, in addition to the areas where it operates

= ENELVEN shall operate and maintain the electrigadigtribution facilities in the state of Falcon, tine
northwest region, in addition to the areas wheopérates;
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= EDELCA shall operate and maintain the electricitstribution facilities in the southern region, iddition
to the areas where it operates; and

= EDC shall operate and maintain the electricityriistion facilities in the states of Aragua and dfida, in
the north-center region, and the state of Nuevaiapin the eastern region, in addition to theaarehere
it operates.

The designated operators shall define and implettenhecessary operative, maintenance and investmen
actions for the efficient provision of the electicervice. Additionally, they shall be responsifibr the provision
of the electric service in the pre-determined ragi@and, as a consequence thereof, shall prepaestingnt and
development plans to be implemented with (i) tloeim resources, (ii) resources that CADAFE had btettyéor
such purpose in the corresponding regions and, r@sources obtained for the improvement of comiakrc
activities.

EDELCA shall assume:

= the construction, operation and maintenance ofhtfgroelectric plants or centrals located in Venéaue
and therefore, it shall prepare and implement itnaest and development plans in such plants witbvia
resources and resources that CADAFE had budgetestift purpose; and

= the operation and maintenance of power transmidgies for electricity at 765KV and 400KV; as wal
the main transmission of electricity at 230KV thas, approved by the electric companies and with the
authorization of the Energy Ministry, are considkte be operated an maintained by EDELCA. EDELCA
shall be the sole responsible for the operatiomiaidtration and maintenance of such transmisdiues|
and therefore, it shall prepare and implement itndest and development plans in the correspondiagtgl
with its own resources and resources that CADARE thadgeted for such purpose.

In addition, PDVSA shall assume the operation amintenance of the Thermoelectric Generation Plant
known as Planta Centro, and therefore, it shalpare and implement investment and development ptassich
plant with its own resources and resources that BAD had budgeted for such purpose.

The provisions set forth in Resolution 190 will tione in effect until the date determined by CEN.
Service Quality Regulations

In November 2003, the Energy Ministry adopted rajahs governing the retail activities of distrilmut
companies and their contractual arrangements wistomners, including meter reading, billing and ouosér
service. Regulations were also promulgated gomgrriertain technical aspects of the services pealitdy
distribution companies, including acceptable lewalvoltage signal and frequency and duration eériuptions,
and imposing information reporting requirements.

These regulations foresee the gradual implementdtjodistribution companies of the systems necgssar
for compliance with the prescribed quality standaadd assume the application of appropriate tanils to cover
the costs of implementing such systems. The sergigality regulations provide incentives for distiion
companies that comply with the prescribed standareisnitting them to remain profitable.

The regulations also impose penalties. With resfetehe technical requirements, the penalties ey
imposed range from 10 to 25 times the averagd ehrdrged by the distribution company for the seevihat failed
to meet such requirements. Penalties for failoreneet the requirements applicable to retail aitivirange from
5% to 50% of the average amount billed to custometh respect to whom such requirements were nat me
Although the Energy Ministry has not imposed peaaltas of the date of this Offering Circular basedthese
regulations there is no assurance that the Enerigystvly will not impose any such penalties in theufe. See
"Risk Factors - We are subject to a series of requents relating to the quality of the electricviss we provide to
our customers which could result in increased dpegaosts.”

For more information regarding the new service iuatandards and capital expenditures EDC exgects
incur in connection with its distribution activifesee "Risk Factors — Risks Factors Relating te-ugVe are
subject to a series of new requirements relatinthéoquality of the electric service we provideotar customers,
which include penalties in cases of non-complianetjch could result in increased operating costat a
"Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Liquidity ababital
Resources — Planned Capital Expenditures.”
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On November 25, 2003, the Energy Ministry publistedhe Official Gazette the Distribution Service

Quality Norm (the "Original Quality Norms"). On Aust 23, 2004, the Energy Ministry published in @i#ficial
Gazette the new Distribution Service Quality Northe( "Distribution Quality Norm"), with the purposef
extending the application periods originally setttee different stages in the Original Quality NorrAdditionally,
on September 5, 2005, the Energy Ministry issueaféinial communication to EDC explaining that tEmergy
Ministry was considering the extension of the tipegiod for the satisfaction of Stage | of the Dimition Quality
Norm, which consisted of conditioning all interrsgistems and processes. As of the date of thigi@gf€ircular,
the Energy Ministry has not taken any addition&pst or enforcement actions for the implementatibrihe
Distribution Quality Norm, nor has it communicatady further developments in connection therewitiDC
believes that the Energy Ministry will adjust thmé periods and certain obligations under the istion Quality
Norm as a result of the adoption of Decik#e5,330 and ResolutioN® 190.

Regulatory Entities

Ministerio del Poder Popular para la Energia y #letr

The Energy Ministry is the principal regulatory lotity of the electric sector in Venezuela. Acdogdto
Article 19 of the Official Gazettdl® 38,111 dated January 20, 2005, the Energy Minlsig/the authority and shall:

» develop, regulate and review the application ofgies, and shall plan, implement and overview the
Venezuelan government activities, related to Hydrbons and energy in general;

» develop, use and control the non-renewable nagumalgy sources and all other energy sources.
» overview the oil and electricity industries;

» perform market studies and analysis to determieeptiices of oil related products and the supply of
electricity; and

e actively participate in the prevention of enviromta pollution derived from the hydrocarbons and
energy activities, in coordination with the Envirant and Natural Resources Ministiigisterio de
Ambiente y de los Recursos Naturales

Comisién Nacional de Energia Eléctrica (CNEE)

The Electric Service Law provides the creationhaf CNEE to regulate the electricity sector in Verea.
CNEE is expected to be an agency under the Energyst§ with functional, administrative and finaati
autonomy. Once established, it is expected thaEEMNill gradually assume the functions now beingdurcted by
FUNDELEC.

CNEE's functions include among others:

» supervision and enforcement of the Electric Senlie&v among public and private electric utility
companies;

« promotion and development of competition in elettyiretail and generation; and

» establishment of standards with respect to elégtsales to the public and tariffs that may bergbd
by distribution companies.

Until the CNEE is organized and functional, the iggyeMinistry will continue to exercise such funatg
other than those currently exercised by FUNDELEC.

Sociedad Anénima Corporacién Eléctrica Nacional CE

DecreeN° 5,330 provides for the establishment of the CHM, $tate owned entity that will become
engaged in operating the electric sector, includimg generation, transmission, distribution anditeif electric
power and energy. Pursuant to such decree, 75%edfhares of CEN will be owned by Venezuela, &b Rvill
be owned by PDVSA.
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Centro Nacional de Gestion del Servicio EléctriEdNGSE)

Under DecredN® 5,026 published in the Official Gazette on Decenlhe2006, and as provided in Decree
N° 5,330, the CNGSE was created as a centralizei-atened company which main functions are to cowt,
control and supervise the generation and transomssictivities of Venezuela's public and privateceleity
companies, and develop and manage the wholesalenfar electricity in Venezuela. The CNSGE assdra#
functions that historically had been assumed byelketric companies through the Interconnectione&gnent and
administered by OPSIS. While CNSGE is a state owergity where the Venezuelan government holdsakest
through the Energy Ministry, private entities aggmpitted to own minority interests in the CNGSE.

Fundacién para el Desarrollo del Servicio EléctfEQNDELEC)

FUNDELEC is an agency for the development of theteicity sector that has no regulatory powers.e Th
duties of FUNDELEC include conducting studies fbe tdrafting of laws and regulations applicable he t
electricity industry in Venezuela. It is expectdtht FUNDELEC will be dissolved once the CNEE idlyfu
functional.

Ministerio del Poder Popular para las Industriagekas v Comercio (MILCO)

The Ministry of the Popular Power for the Light lrefries and Commerce, formerly the MPC, has the
authority to develop, implement and regulate peldio achieve the democratization and transparefttye market
as well as to establish prices and tariffs or potsland services as well as the promotion and comiatigation of
the distribution channels of goods and services.

Economic Remuneration of Electric Service Law

Under the Electric Service Law, the approach toueemnating electricity services considers the donsof
the electricity sector into distribution, transniisy generation and retail activities. Each atyivis regulated
differently and will be subject to a different remaration scheme.

Distribution and transmission activities are regedband their remuneration is governed by a tagffime
implemented by the Energy Ministry in conjunctiorittwMILCO. The current tariff regime under the Eiec
Service Law has been structured to:

e create incentives for the efficient use of eledlyicesources,
» ensure the lowest cost for consumers without dishiimig the required level of service,

» consider differences in the cost of providing diedy services by analyzing the specific
circumstances in which they are provided, and

» allow distribution and transmission companies tastxand realize reasonable returns on their
investment.

The Energy Ministry has not published a new tardfime applicable to distribution and transmission
activities. The Electric Service Law provides thattil a new tariff regime is established by theeEgy Ministry
the current tariff regime will continue to be infeft. EDC believes it is possible that, followitige new
reorganization of the electricity industry and treation of the CEN, an amendment to the ElectewiBe Law
will redefine the current economic regime.

Current Methodology for Setting Tariffs

The current tariff regime requires that tariffs éstablished by the Energy Ministry and MILCO usiang
cost-plus methodology. The main principle undexythe setting of tariffs under the regime is thatelectricity
company’s total revenues should reimburse it ®tatal costs and expenses for providing the serait provide a
profit which is a rate of return on thase tarifaria("Rate Base"), assets and working capital.

The current tariff regime defines which costs arpgemses may be reimbursed by the tariff, whichudel
» salaries and benefits for employees,

» fuel costs,
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e rent,

» cost of services,

* maintenance costs,

» annual depreciation of total assets dedicatedduige the service,

» provisions for loss of assets,

» concession fees,

» taxes, and

» other fees paid to municipalities and the centeafegnment.

The Energy Ministry establishes the maximum retumrassets and working capital so as to:

e enable electric companies to obtain access to Mfigndidepending on each company’s investment
needs),

« stimulate efficient management related to indicatarch as productivity and quality of service, and

e provide an appropriate return to shareholders, dasereturns for long-term investments or similar
risk as well as on the local cost of capital.

This return on assets and working capital is threespercentage for all companies in the electriségtor
and has been set at 5% for generation activiti#sfot transmission activities and 9% for distrilautiactivities.

The Rate Base to which this percentage is appl@dpdses average net fixed assets (as calculated
according to the income tax law) dedicated to gatiwn, transmission, distribution and retail, parsamount equal
to three months worth of operation and maintenaxpenditures. The resulting model for calculatiagffs can be
translated into the following formula:

(TT)= (C&E) + R* (BT)/E

Where:

TT = Target tariff.

C&E = Operating costs and expenses.

R = Rate of return (as established by the Energyigity).

BT = Average Net Fixed Assets (as calculated adogrib the income tax law) + an amount
equal to three months of operation and maintenarpenditures (1/4 of annual expenses
before depreciation, as established by the Enerigysity).

E = (Electricity purchased + electricity generated)allowed electricity losses).

Tariff Resolutions and Adjustments

FAP Adjustments and CACE Adjustments

According to Article 19 of the joint resolution @at January 28, 1999 (the "1999 Joint Resolution"),
adopted by the Energy Ministry and MPC (currenthiL®O), the basic tariffs are subject to semiannual
adjustments to reflect fluctuations in inflationdathe currency exchange rate, as published by D€.BTariff
adjustments are made by the application of ratibéchvare determined by comparing projected inflatend
exchange rate fluctuations against actual fluotwatin such rates ("FAP Adjustments").

In accordance with Article 20 of the 1999 Joint ®ason, tariffs are also subject to monthly adents
to reflect fluctuations in the prices of purchaséettricity and combustible fuel used by electtitity companies to
generate electricity ("CACE Adjustments").

On December 29, 2000, a joint resolution of the rgypeMinistry and the MPC was published in the
Extraordinary Official Gazett&l® 5,512 (the "2000 Joint Resolution™), which estsiidid the modifications of the
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macroeconomic variables to be considered for tHeulzion of the adjustments of the tariffs of thkectricity
service.

FAP Adjustments and CACE Adjustments are made daugrto a procedure provided in the 1999 Joint

Resolution. Within five business days following thnd of each applicable six-month period for B&pustments

or monthly period for CACE Adjustments, respectyeélectric utility companies may submit to the Ejne
Ministry an application proposing the FAP AdjustrhenCACE Adjustment to be made together with acdpton

of the calculation methodology and supporting doentation. During the ten business days after sutimission,
the Energy Ministry notifies each electric utiltpmpany of the FAP Adjustment or CACE Adjustmermtdas to be
applied to its tariffs. Failure by the Energy Mitiy to publish such adjustment factors may beddas an implicit
approval of the factors proposed by the electiittyitompanies.

If an electric utility company has not submitted/gmmoposal, then the tariffs in effect during thedous
period will remain in effect. Only electric utijitcompanies that are in full compliance with thelrigations to
furnish operational and other information requirby the Energy Ministry may be entitled to submit FFA
Adjustment and CACE Adjustment proposals. FAP Atipent and CACE Adjustments become effective 15
business days after they have been approved (wheyHapse of the ten-day waiting period descriabdve or by
notification from the Energy Ministry).

Basic Tariffs; 1999 and 2000 Joint Resolutions

Applying FAP Adjustments to the prices publishedtba Official Gazette is intended to maintain ialre
terms the tariff level of each type of service,astthan residential social tariff. The applicatmiFAP Adjustments
is scheduled to take place every six months, afigwthe correction of prices based on real changesdcro
economical variables, correcting those changesrally predicted in the calculation of tariffs. &tcharge for
CACE Adjustment is scheduled to take place evenntmoallowing the correction of prices of fuels atite
purchase of energy with relation to what was oadjinpredicted in the calculation of tariffs.

The 1999 Joint Resolution provided for a tariffirag applicable from 1999 through 2002. The 1998tJo
Resolution superseded and replaced prior resokitimverning tariffs, except for Decr&¥ 368. The 1999 Joint
Resolution contemplated:

e annual tariff increases,
* FAP Adjustments, and
» CACE Adjustments.

The tariffs set forth in the 1999 Joint Resoluti@present the basic rates applicable at the beyinoi
each year, which are subject to FAP Adjustments@AGE Adjustments.

The 2000 Joint Resolution established the tardfstifie companies in the electricity industry foe tyears
2001 and 2002. On June 30, 2001, the values gfdahemeters considered to set the tariffs of teetatal service
(FAP Adjustments and CACE Adjustments) were modifées published in the Extraordinary Official Gagett®
5,540, revoking those previously established in Extraordinary Official Gazettd® 5,512 and preserving the
prices of the maximum tariffs contemplated for ylears 2001 and 2002.

On April 4, 2002, a joint resolution of the respis Ministries was published in the Extraordinary
Official GazetteN°® 37,415, establishing new maximum applicable tmrgktting forth the conditions for its
application and calculation methodology.

On February 6, 2003, Decré¥ 2,304 was published in the Official Gazeite37,626 freezing the prices
of basic necessity products, including those ofteileity supply. On May 5, 2003, in Official GareN°® 37,628, a
joint resolution of the Energy Ministry and MPC wablished under which an increase in tariffs assalt of FAP
Adjustments was temporarily suspended. Howeveticlar? of such resolution states that the Energpgyidtry will
exceptionally be able to approve the usage of famtbr.

On March 25, 2004, a joint resolution of the Eneldinistry and the MPC was published in Official
GazetteN° 37,906, which established the prices of metharseigahe distribution centers and the tariffs foet
services for transport and distribution. The atifient in the price of methane gas correspondingeérs 2004 and

75



2005 was 56.5% and 39.7% respectively, represeatingdjustment in the average price paid by thentdi (other
that clients subject to the social residentialfffaaf the service of 5% in 2005 and 4.5% in 2004.

On February 13, 2006, a resolution was publishe@®fficial GazetteN° 38,378, which established the
prices of methane gas in the distribution cente®dsm February 23, 2006, a joint resolution of thesigy Ministry
and the MPC was published in Official Gazel& 38,386, which established new prices for the partsand
distribution of methane gas applicable retroacyive$ of January 1, 2006. Both resolutions superdkd joint
resolution of the Energy Ministry and the MPC pebéd in Official Gazett&° 37,906. In this sense, the final
tariff of the Methane gas including the distributtitariff and the service tariff, was set at 48.29/@83 for the year
2006 which represented a reduction of approximal8B6 with respect to the applicable tariff for frevious year.
On January 1, 2007, according to what was providethe Official GazettefN° 38,378 and\° 38,386, the new
tariffs applicable to methane gas were increaseduding tariffs of transport and distribution teef. The final
tariff to be paid on 2007 was 55,351 Bs./m3, whigresents an increase of 14.62% from the tarjffiag in 2006.

EDC's tariffs have not been adjusted nor modifigdhe Energy Ministry since March 22, 2006.

The Energy Ministry has not established a new ftagfime. Accordingly, electricity companies have
continued to apply the provisions of the 1999 J&asolution and the 2000 Joint Resolution in dei@ny tariffs
applicable to their sales of electricity. For mdrdormation on the new tariff regime, see "Managatize
Discussion and Analysis of Financial Condition &wekbults of Operations — Overview of Factors Impar#DC's
Business — Regulatory Requirements Applicable tettsty Utilities."
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DESCRIPTION OF THE NOTES

The Issuer will issue the notes (thddtes{ XE "Notes"}") under a trust indenture (théndenture{ XE
"Indenture"}"), to be dated as of April 10, 2008, among theuéss The Bank of New York, as trustee (the
"Trustee{ XE "Trustee"}"), and principal paying agent (thé>fincipal Paying Agent{ XE "Principal Paying
Agent"}"), and The Bank of New York (Luxembourg) S.A., lasxembourg listing agent and paying agent. The
following is a summary of the material provisiorfstbe Indenture. It does not include all the psimis of the
Indenture. You are urged to read the Indenturettway with the summary below in making your decidio invest
in the Notes. The terms of the Notes include thstated in the Indenture. You can obtain a coptheflndenture
at the offices of the Trustee located at 101 Byr8imeet, 4E New York, New York 10286, United Ssadad, for so
long as the Notes are listed on the Official Listhee Luxembourg Stock Exchange, at the officeheflisting agent
in Luxembourg.

You can find definitions of certain capitalizedrter used in this description under "Certain Defim#."

The Principal Paying Agent will initially act asyiag agent and the Trustee will act as registrartfie
Notes. You may present Notes for registratiorrafigfer and exchange at the offices of the regjstraich initially
will be the Trustee's corporate office. No senfiee will be charged for any registration of traarsér exchange or
redemption of Notes, but the Issuer may requirergat in certain circumstances of a sum sufficientdver any
tax or other governmental charge that may be impaseonnection therewith. The Issuer may changepaying
agent and registrar without notice to Holders @& MNotes. The Issuer will pay principal (and premjuf any) on
the Notes at the Principal Paying Agent's corpoaddfiee in New York. At the Issuer's option, it ynpay interest
and Additional Amounts, if any, at the Principalylt@ Agent's corporate trust office or by check ledito the
registered address of each holder of the Notes.

Application has been made to list the Notes orQfficial List of the Luxembourg Stock Exchange and
trade them on the Euro MTF market of such exchange.

Brief Description of the Notes

The Notes The Notes will:
. be senior unsecured Obligations of the Issuer;

. rank equally in right of payment with all existirmgnd future senior unsecured Obligations of the
Issuer (other than Obligations preferred by statuteperation of lawy);

. rank senior in right of payment to all existing afuture Obligations of the Issuer that by their
terms are subordinated to the Notes; and

. be effectively subordinated to all existing andufet secured Indebtedness of the Issuer to the
extent of the value of the assets securing suabbitediness.

As of December 31, 2007, the Issuer had consolidaital indebtedness of approximately U.S.$262.4
million.

Additional Notes

The Issuer may, without your consent, incur adddidndebtedness. At the Issuer's option, thigteahehl
Indebtedness may consist of additional Notési¢litional Notes{ XE "Additional Notes'}") issued in one or more
transactions, which have substantially identicainte (other than issue price, issue date and data fvhich the
interest will accrue) as Notes issued on the I&ate. Any Additional Notes will be consolidateddaiorm a single
class with the Notes issued on the Issue Datdatpamong other things, Holders of any Additioates will have
the right to vote together with Holders of Notesuisd on the Issue Date as one class.
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Holders of Notes should be aware that Additionatedahat are treated for non-tax purposes as desing
series with the Notes issued on the Issue Date bealyeated for U.S. federal income tax purposea asparate
series and not part of the same issue as the Ndtesuch case, the Additional Notes may be comsdléo have
been issued with "original issue discount" for U&leral income tax purposes, which may affectrtiaeket value
of the Notes issued on the Issue Date since suditidwial Notes may not be distinguishable for nar-purposes
from the Notes issued on the Issue Date.

Principal, Maturity and Interest

The Issuer will issue the Notes in fully registefedn without coupons. The Notes will have minimum
denominations of U.S.$1,000 and integral multigies).S.$1,000 in excess thereof. The Notes wilidseed for an
initial aggregate principal amount of U.S.$650,000, but the Issuer may issue an unlimited prifcgmaount of
Notes under the Indenture, subject to the limitetiset forth therein.

The Notes will mature at par on April 10, 2018,asd earlier redeemed in accordance with the tefriseo
Notes. See "Redemption” below. Interest on theeslavill accrue at the rate of 8.50% per annum\aitiche due
and payable in cash semi-annually in arrears oh égcil 10 and October 10, commencing on October2®8 to
the Persons who are registered Holders of the Naitéise close of business on each March 24 ance®detr 24
immediately preceding the applicable interest payndate. Interest on the Notes will accrue from mhost recent
date to which interest has been paid or, if norggehas been paid, from and including the Issue.Dterest will
be computed on the basis of a 360-day year contpostwvelve 30-day months.

Principal and interest on the Notes will be paidUrS. dollars free and clear of any withholding or
deduction for, or on account of, taxes imposed bpé&zuela.

Claims against the Issuer for the payment of ppialcdf, or interest and Additional Amounts (as defi
below) on, the Notes will be prescribed unless maikin six years of the due date for payment aftsprincipal,
interest or Additional Amounts.

Redemption

Optional Redemption The Issuer may redeem the Notes as a whole parinat any time or from time to
time, at its option, at a redemption price equahi greater of (1) 100% of the principal amounttaf Notes to be
redeemed, and (2) the sum of the present valuetheofremaining scheduled payments of principal, rege
(exclusive of interest accrued to the date of rgué@m) and Additional Amounts, if any, on the Notis be
redeemed discounted to the date of redemption sanai-annual basis (assuming a 360-day year camgpisti
twelve 30-day months) at the applicable Treasurie Réus 75 basis points, in each case plus acaoddunpaid
interest on the principal amount being redeemeatedalate of redemption.

Selection and Notice of RedemptionNotice of redemption will be mailed by first-slamail at least 30
days but not more than 60 days before the redempmtaie to each holder of the Notes to be redeerhétd a
registered address. Notices of redemption shaliriexocable and unconditional. Notice of redemptishall
identify the Notes to be redeemed and shall steed¢demption date (and that interest thereonosdise to accrue
on and after such date), the redemption price,thaglace of payment of the redemption price. dtéd are to be
redeemed in part only, the notice of redemptionlls$tate the portion of the principal amount thdréo be
redeemed. A new Note in a principal amount equahé¢ unredeemed portion thereof will be issuethenname of
the holder thereof upon cancellation of the origiHate. For so long as the Notes are listed onQfficial List of
the Luxembourg Stock Exchange, the Issuer will eaagtices of redemption to also be published agiged under
“Notices."

In the event that the Issuer elects to redeemtless all the Notes at any time, selection of theelNdor
redemption will be made by the Trustee either:

(1) if the Notes are listed, in compliance with the uisgments of the principal securities exchange on
which the Notes are listed, which is expected tthieel uxembourg Stock Exchange; or
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(2) if such securities exchange has no requirement rgovg redemptions of the principal securities
exchange or if the Notes are not so listed on ariéxs exchange, on a pro rata basis, by lot csumh
method as the Trustee may reasonably determiradriarfd appropriate.

No Notes of a principal amount of U.S.$1,000 shalredeemed in part, and Notes of a principal arnioun
excess of U.S.$1,000 may be redeemed in part itipted of U.S.$1,000 only.

Notes called for redemption become due on the @aésl for redemption. The Issuer will pay the
redemption price for any Note together with accraed unpaid interest, and Additional Amounts, ijatereon,
through the date of redemption. On and after #uemption date, interest will cease to accrue orefNor portions
thereof called for redemption as long as the Istasrdeposited with the paying agent funds in fsation of the
applicable redemption price pursuant to the IndentWpon redemption of any Notes by the Issuarh sedeemed
Notes will be cancelled.

Redemption for Tax ReasonsThe Issuer may, at its option, at any time regless a whole but not in part,
upon not less than 30 days, nor more than 60 dey&e, the Notes at a redemption price equal @A ®f the
Outstanding principal amount thereof, plus accraied unpaid interest, if any, to the redemption dstbject to the
right of Holders of record on the relevant recoatedto receive interest due on the relevant intgyragment date)
and Additional Amounts, if any, to the redemptiate] if as a result of:

(1) any amendment to, or change in, the laws (or ratesegulations promulgated thereunder) of a
Relevant Taxing Jurisdiction, or

(2) any amendment to or change in an official intemien or application regarding such laws, rules
or regulations (including a holding, judgment oder by a court or administrative body of
competent jurisdiction),

which amendment, change, interpretation or apptinas proposed and becomes effective on or dfeig¢sue Date,
the Issuer has become or would become obligatgdypon or before the next date on which any amauntid be
payable with respect to such Notes, any AdditioAalounts in excess of those attributable to Taxed #re
imposed, deducted or withheld at a rate of 4.95%s(mh lower rate as may be contemplated by anylaggn
issued by the President of Venezuela or new lawctedaby the Venezuelan National Assembly exonegatin
payments of interest under the Notes from Veneru@@ome tax or reducing the current 4.95% incoime t
withholding rate) on or from any payments of instreinder the Notes (See "Tax Considerations—Venaauel
Taxation") and such obligations cannot be avoidgdaling commercially reasonable measures availtblthe
Issuer (which, for the avoidance of doubt, do mafude changing the jurisdiction of incorporatioitioe Issuer);
provided that:

(&) no such notice of redemption may be given eartiant90 days prior to the earliest date on which
the Issuer would be obligated to pay such Additickaounts were a payment in respect of the
Notes then due and payable, and

(b) at the time such notice is given, such obligatmpay such Additional Amounts remains in effect.

No such redemption shall be effective unless aniil the Trustee receives the amount payable upon
redemption as set forth above.

Immediately prior to the publication of any noticEredemption pursuant to this provision, the Issuid
deliver to the Trustee:

(i) an Officer's Certificate (A) stating that (i) themmandment, change, interpretation or application as
a result of which the Issuer has or will becomeigaited to pay such Additional Amounts is
effective with respect to all companies in the Rale¢ Taxing Jurisdiction and (ii) the Issuer is
entitled to effect such redemption and (B) settiogh a statement of facts showing that the
conditions precedent to the right of the Issuetose@deem have occurred, and
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(i) an Opinion of Counsel (which may be Issuer's colinsehe effect that (i) the Issuer has or will
become obligated to pay such Additional Amountsaasesult of such amendment, change,
interpretation or application and (ii) the amendimernange, interpretation or application as a
result of which the Issuer has or will become odtiggl to pay such Additional Amounts is
effective with respect to all companies in the Rate Taxing Jurisdiction.

No Mandatory Redemption; Open Market Purchase$he Issuer is not required to make any mandatory
redemption or sinking fund payments with respedht Notes. The Issuer and its Subsidiaries mgyiez Notes
by means other than a redemption, whether by teoéfer, open market purchases, negotiated trarwmator
otherwise, in accordance with applicable securi@@ss. Notes so repurchased may, at the Issuetsation, be
held, resold or surrendered to the Trustee for eletoon.

Additional Amounts

All payments made by the Issuer under, or with eespo, the Notes will be made free and clear nfl a
without withholding or deduction for or on accowfdt any present or future tax, duty, levy, imp@sgsessment or
other governmental charge (including penaltiegragt and other liabilities related thereto) (atileely, "Taxes{
XE "Taxes"}") imposed or levied by or on behalf of Venezuetaany political subdivision or taxing authority or
governmental agency thereof or therein having thevgr to tax (each, aRelevant Taxing Jurisdiction{ XE
"Relevant Taxing Jurisdictior}"), unless the Issuer is required to withhold odwtet Taxes by law or by the official
interpretation or administration thereof.

If the Issuer is so required to withhold or dedanly amount for, or on account of, such Taxes of any
Relevant Taxing Jurisdiction from any payment madder or with respect to the Notes, the Issuer paly such
additional amounts fAdditional Amounts{ XE "Additional Amounts'}") as may be necessary so that the net
amount received by each holder (including Additiohmounts) after such withholding or deduction wibt be less
than the amount such holder would have receivatich Taxes had not been required to be withheldeducted:;
provided however that the foregoing obligation to pay AdditionainaAunts does not apply to:

(1) any Taxes that would not have been so imposed diuthie existence of any present or former
connection between the relevant holder (or betwaefiduciary, settlor, beneficiary, member or
shareholder of, or possessor of power, over thevaglt holder, if the relevant holder is an estate,
nominee, trust, partnership, limited liability coay or corporation) and the Relevant Taxing
Jurisdiction (other than the receipt of such payinmrthe ownership or holding of or the execution,
delivery, registration or enforcement of such Npte)

(2) any estate, inheritance, gift, sales, excise, feanpersonal property tax or similar Tax, assesgme
governmental charge;

(3) any Taxes that would not have been so imposed druthe presentation of such Notes (where
presentation is required) for payment on a dateentbean 30 days after the date on which such
payment became due and payable or the date on widgment thereof is duly provided for,
whichever is later, except to the extent that tbedficiary or holder thereof would have been egitl
to Additional Amounts had the Notes been presefdedayment on any date during such 30 day
period;

(4) any Taxes that would not have been so imposed otduoave been imposed at a lower rate if the
holder of the Note had provided to the Issuer afigrimation, certification, documentation or evidenc
required under applicable law, rules, regulationgenerally published administrative practice o th
Relevant Taxing Jurisdiction for such Taxes notbt imposed or to be imposed at a lower rate
(provided that (a) such information, certificatiodpcumentation or evidence is required by the
applicable law, rules, regulations or generally |@ited administrative practice of the Relevant hgxi
Jurisdiction as a precondition to exoneration fritn@ requirement to deduct or withhold all or pdrt o
such Taxes and (b) at least 30 days prior to thst fiayment date with respect to which such
information, certification, documentation or evidenis required under the applicable law, rules,
regulations or generally published administrativagtice of the Relevant Taxing Jurisdiction, the
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relevant holder at that time has been notified nitimg by the Issuer or any other Person through
whom payment may be made, that such informationtification, documentation or evidence is
required to be provided to the Issuer);

(5) any withholding or deduction imposed on a payment individual that is required to be made
pursuant to the European Union Directive on theatian of savings income (theDirective{ XE
"Directive" }") implementing the conclusions of the European r@iuof Economic and Finance
Ministers (ECOFIN) meeting on June 3, 2003, or dmy implementing or complying with, or
introduced in order to conform to, the Directive;

(6) any Tax imposed other than by way of withholdingleduction; or
(7) any Tax imposed on overall net income (or any bngmmofits tax imposed in lieu thereof).

Such Additional Amounts will also not be payableendy had the beneficial owner of the Note been the
Holder of the Note it would not have been entitieghayment of Additional Amounts by reason of ckaél) to (5)
inclusive above.

Notwithstanding the foregoing, the limitations dretlssuer's obligation to pay Additional Amount$ se
forth in clause (4) above shall not apply if thegsion of information, certification, documentatior other
evidence described in such clause (4) would betaotiglly more onerous, in form, in procedure othe substance
of information disclosed, to a holder or beneficiainer of a Note (taking into account any relevdifiterences
between U.S. law, rules, regulations or administeapractice and those of the Relevant Taxing digi®n) than
comparable information or other reporting requiretsadmposed under U.S. tax law, regulations andiaidtrative
practice (such as IRS Forms W-8 IMY, W-8BEN and -9

The foregoing provisions will survive any termiratior discharge of the Indenture and shall appliatisi
mutandis to any taxing jurisdiction with respecttty successor Person to the Issuer. The Issllgi)wnake such
withholding or deduction of Taxes as is requirediemapplicable law and (ii) remit the full amourgddicted or
withheld to the Relevant Taxing Jurisdiction in @@tance with applicable law. The Issuer will usasonable
efforts to obtain certified copies of tax receiptd8dencing the payment of any Taxes so deductedtbheld from
each Relevant Taxing Jurisdiction imposing sucheBaxand will furnish such certified copies to theustee
promptly after the date the payment of any Taxedestucted or so withheld is due pursuant to apipléckaw or, if
such tax receipts are not reasonably availablajghrsuch other documentation that provides redseravidence
of such payment.

In the event that Additional Amounts actually paiih respect to the Notes as described above aedba
on rates of deduction or withholding of withholditaxes in excess of the appropriate rate applidabilee holder of
such Notes, and, as a result such holder is ahtitienake a claim for a refund or credit in respafcsuch excess
from the authority imposing such withholding takeh by accepting such Notes such holder shall leendd to
have assigned and transferred all right, title, emerest to any such claim for a refund or crédlitespect of such
excess to the Issuer.

At least 30 days prior to each date on which angm@nt under or with respect to the Notes is due and
payable (unless such obligation to pay Additionalduints arises shortly before or after the 30th pléyr to such
date, in which case it shall be promptly thereaftiérthe Issuer will be obligated to pay Additidramounts with
respect to such payment, the Issuer will delivethi® Trustee an Officer's Certificate stating thetfthat such
Additional Amounts will be payable and the amowsdsayable and will set forth such other informatiecessary
to enable the Trustee to pay such Additional AmsuotHolders of Notes on the payment date. Each &dficer's
Certificate shall be relied upon until receipt afew Officer's Certificate addressing such matters.

The Issuer will pay any present or future stamgndfer, court or documentary taxes, or any otheiseor
property taxes, charges or similar levies or Tawbgh arise in any Relevant Taxing Jurisdictionnfrehe initial
execution, delivery or registration of the Notd® tndenture or any other document or instrumengliztion thereto
and the enforcement of the Notes following the o@nce and during the continuance of any Default|ugling all
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such Taxes, charges or similar levies imposed lyyRelevant Taxing Jurisdiction outside of Venezustzer than
those resulting from, or required to be paid inrection with, the enforcement of the Notes or athepdocument
or instrument in relation thereto following the acence and during the continuance of any Defaiih vespect to
the Notes, and the Issuer will agree to indemrigyldolders of the Notes for any such Taxes paiduzy Holders.

Whenever this offering circular, the Indenture be tNotes mention, in any context, the payment of
principal, premium or interest, if any, or any atl@nount payable under or with respect to the Nbiethe Issuer,
such mention shall be deemed to include mentiche@fpayment of Additional Amounts to the extent thra such
context, Additional Amounts are, were or would lzyagble in respect thereof.

Certain Covenants
Set forth below are summaries of certain covenamtgained in the Indenture.

Limitation on Liens The Issuer will not, and will not cause or pdramy of its Subsidiaries to, incur,
permit or suffer to exist any Liens (thénitial Lien{ XE "Initial Lien" }"), other than Permitted Liens, of any kind
against or upon any property or assets of the tssuany of its Subsidiaries whether owned on tsué Date or
acquired after the Issue Date, to secure any ledeetss, unless it has made or will make effectnaigion
whereby (a) the Notes will be secured by such Légoally and ratably with (or prior to, in the evesch
Indebtedness is subordinated in right of paymernth& Notes) all other Indebtedness of the Issueainyr of its
Subsidiaries secured by such Lien and (b) if su@n Isecures Obligations subordinated to the Natesght of
payment, such Lien shall be subordinated to a keturing the Notes in the same property as thatrisgcsuch
Lien to the same extent as such subordinated Qiaigaare subordinated to the Notes.

Any Lien created for the benefit of the Holderstloé Notes pursuant to the preceding sentence piwdide by its
terms that such Lien will be automatically and umditionally released and discharged upon releadedéstharge
of the Initial Lien.

Limitation on Consolidation, Merger, Sale or Convayce The Issuer will not, in one or a series of
transactions, consolidate or amalgamate with ogmarto any corporation or convey, lease or transfdstantially
all of its properties, assets or revenues to amgdPeor entity (other than a direct or indirect sidiary of the Issuer)
or permit any person (other than a direct or indtimubsidiary of the Issuer) to merge with or iittonless:

. either the Issuer is the continuing entity, or Berson (the successor company¥E "successor
company'}") formed by the consolidation or into which theusr is merged or that acquired or
leased the property or assets of the Issuer wslime (jointly and severally with the Issuer unless
the Issuer will have ceased to exist as a resuliaifmerger, consolidation or amalgamation), by a
supplemental indenture (the form and substance lo€hwwill be previously approved by the
Trustee), all of the Issuer's obligations underltftienture and the Notes;

. the successor company (jointly and severally with issuer unless the Issuer will have ceased to
exist as part of the merger, consolidation or aawalgtion) agrees to indemnify each Holders of
Notes against any tax, assessment or governmemade thereafter imposed on the Holders of
Notes solely as a consequence of the consolidati@mger, conveyance, transfer or lease with
respect to the payment of principal of, or interést Notes;

. immediately after giving effect to the transactian, Default or Event of Default has occurred and
is continuing; and

. the Issuer has delivered to the Trustee an Officgertificate and an Opinion of Counsel, each
stating that the transaction and the supplememdinture, comply with the terms of the Indenture
and that all conditions precedent provided forhia thdenture and relating to the transaction have
been complied with.
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Notwithstanding anything to the contrary in theefgoing, and, except with respect to the CEN Merger,
long as no Default or Event of Default under thdeimture or the Notes will have occurred and beioaimtg at the
time of the proposed transaction or would resualirfrthe transaction:

. any direct or indirect Subsidiary of the Issuer nmagrge or consolidate with or into, or convey,
transfer, lease or otherwise dispose of assetarip,Person (other than the Issuer or any of its
Subsidiaries or affiliates) in cases when the taatisn would not have a material adverse effect
on the Issuer and its Subsidiaries taken as a whole

. any direct or indirect Subsidiary of the Issuer niguidate or dissolve if the Issuer determines in
good faith that the liquidation or dissolution rsthe best interests of the Issuer, and would not
result in a material adverse effect on the Issuer its Subsidiaries taken as a whole and if the
liquidation or dissolution is part of a corporaémrganization of the Issuer; or

. the Issuer may merge, amalgamate or consolidatle @itinto, or convey, transfer, lease or
otherwise dispose of all or substantially all sffiroperties, assets or revenues to the CEN i orde
to effect the CEN Merger as required by and in clianpe with Venezuelan applicable law.

The Issuer may omit to comply with any term, praMisor condition set forth in certain covenantsaay
term, provision or condition of the Indenture, éfore the time for the compliance the Holders dkast a majority
in principal amount of the outstanding Notes waiwve compliance, but no waiver can operate exceftdaextent
expressly waived, and, until a waiver becomes é&ffecthe Issuer's obligations and the duties ef Thustee in
respect of any such term, provision or conditiofi kgimain in full force and effect.

Reports to Holders The Issuer shall provide the Trustee and thalétslof the Notes:

(1) within 180 days following the end of each fiscahyef the Issuer after the Issue Date, the annual
consolidated financial statements (including thetesothereto) of the Issuer, prepared in
accordance with IFRS and presented in the Englisjuage, and a report thereon by the Issuer's
certified independent accountants; and

(2) within 90 days following the end of the seconddisguarter of each fiscal year of the Issuer, after
the Issue Date, the semi-annual consolidated finhrstatements of the Issuer, prepared in
accordance with IFRS and presented in the Englishuage, provided that each semi-annual and
annual financial statement shall include a "managerdiscussion and analysis" or other report of
management providing an overview in reasonableildgftéhe results of operations and financial
condition of the Issuer and its subsidiaries,.

For so long as the Notes are listed on the LuxempStock Exchange and the rules of that exchange so
require, the above information will also be madaikmble through the offices of the paying agenLirxembourg.
See "—Listing."

Ratings The Issuer shall obtain international foreigmrency global ratings by at least two of the three
Rating Agencies no later than 45 days after theeld3ate and shall maintain such international fpregurrency
global ratings by at least two of the three Rathggncies for as long as the Notes remain outstandin

U.S. Dollar Equivalent For purposes of determining compliance with anyer@ant in the Indenture that
is limited or otherwise refers to a specified amoah U.S. dollars, the amount of any item denonedain a
currency other than U.S. dollars shall be the D@&lar Equivalent of such item.

Additional Covenants The Indenture will also contain customary covesavith respect to, among other
things, the following matters: (1) payment of pipal and interest; (2) maintenance of corporatestexice; (3)
maintenance of insurance; (4) compliance with lafs¥,maintenance of books and records and (6) wmibtaiand
maintaining of all necessary governmental approt@tomply with the Issuer's obligations under Nudes.
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Events of Default

The following events are defined in the IndentwseEvents of Default{ XE "Events of Default}":

(1)

(2)

3)

(4)

()

(6)

(7)

the failure to pay the principal of, or premiumaifiy, on any Notes, when such principal becomes
due and payable, at maturity, upon redemption loerwtise;

the failure to pay interest and Additional Amourifsany, on any Notes when the same becomes
due and payable and the default continues foriaghef 30 days;

a default in the observance or performance of ghgrocovenant or agreement contained in the
Indenture (other than the payment of the principgl or premium, if any, or interest and
Additional Amounts, if any, on any Note) which delftacontinues for a period of 60 days after the
Issuer receives written notice specifying the ditfe@and demanding that such default be remedied)
from Holders of at least 25% of the Outstanding@pal amount of the Notes;

the failure to pay at final stated maturity (givieffect to any applicable grace periods and any
extensions thereof) the principal amount of anyebtddness of any of the Bolivarian Republic of
Venezuela, PDVSA, the Issuer or any of its Sigaific Subsidiaries, or the acceleration of the
final stated maturity of any such Indebtedness ¢ivtdcceleration is not rescinded, annulled or
otherwise cured within 30 days from the date ofesmm@tion) if the aggregate principal amount of
such Indebtedness, together with the principal arhotfi any other such Indebtedness in default
for failure to pay principal at final stated matyror which has been accelerated (in each case with
respect to which the 30-day period described aliageelapsed), aggregates U.S.$100 million or
more at any time;

(i) one or more judgments in an aggregate amoumixgess of U.S.$30 million shall have been
rendered against the Issuer or any of its SigmificGubsidiaries or (ii) one or more judgments in
an aggregate amount in excess of U.S.$100 milliball shave been rendered against the
Bolivarian Republic of Venezuela or PDVSA, and auch judgments remain undischarged,
unpaid or, unstayed, unbonded or not suspendedjtegment for a period of 60 days after such
judgment or judgments become final and non-appésglab

the Issuer or any Significant Subsidiary shall &aply for or consent to the appointment of a
receiver, trustee, liquidator or similar officiarfall or any substantial part of the property loé t
Issuer or such Significant Subsidiary, (b) make emegal assignment for the benefit of the
creditors of the Issuer or such Significant Sulasigli (c) be adjudicated bankrugteClaracion de
quiebrg, in reorganizationdoncurso mercandilor insolvent, or (d) file a voluntary petition in
bankruptcy or a petition or an answer seeking raoization ¢oncurso mercaniilor seeking to
take advantage of any applicable insolvency law;

the entry by a court having jurisdiction in the mises of (A) a decree or order for relief in redpec
of the Issuer or any Significant Subsidiary, in iawoluntary case or proceeding under any
applicable bankruptcy, insolvency, suspension ofnpats, concurso mercantil, quiebra
reorganization or other similar law, or (B) a dexme order adjudging the Issuer or any Significant
Subsidiary bankrupt or insolvent, or suspendingnpawyts, or approving as properly filed a
petition seeking reorganization, arrangement, adjest or composition of or in respect of the
Issuer or any Significant Subsidiary under any ijaple law, or appointing a receiver, liquidator,
trustee or other similar official of the Issuerasry Significant Subsidiary or of any substantiat pa
of the property of the Issuer or any SignificantbSidiary, or ordering the winding up or
liquidation of the affairs of the Issuer or any Sfgcant Subsidiary, and the continuance of any
such decree or order for relief or any such otlearele or order unstayed and in effect for a period
of 60 consecutive days; and
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(8) any of the Notes, the Indenture or any part thergtwdll cease to be in full force and effect (excep
as contemplated by the terms thereof) or is dedlawebe null and void and unenforceable in a
judicial proceeding or inadmissible in evidencetli® courts of Venezuela, or the Issuer shall
contest the enforceability of, deny or disaffirm haterial obligations under the Notes.

If an Event of Default (other than an Event of Def@pecified in clauses (6) or (7) above with extpto
the Issuer) shall occur and be continuing and lwhdeen waived, Holders of at least 25% in prinicgraount of
Outstanding Notes may declare the principal of, premmium, if any, accrued interest and Additionah@unts, if
any, on all the Notes to be due and payable by@ati writing to the Issuer and the Trustee sp&uifghe Event of
Default and that it is a "notice of acceleratiotiie("Acceleration Notice{XE "Acceleration Notice}"), and the
same shall become immediately due and payable.

If an Event of Default specified in clauses (6) (@) above with respect to the Issuer occurs and is
continuing, then all unpaid principal of, and pramj if any, and accrued and unpaid interest anditiahal
Amounts, if any, on all of the Outstanding Notesilkipso facto become and be immediately due andhligle
without any declaration or other act on the parfafstee any Holder.

The Indenture will provide that, at any time aféedeclaration of acceleration with respect to tloéeN as
described in the preceding paragraphs, the Holofleassmajority in principal amount of the Notes magcind and
cancel such declaration and its consequences:

(a) if the rescission would not conflict with any judgnt or decree;

(b) if all existing Events of Default have been curadwaived except nonpayment of principal,
premium, if any, interest or Additional Amountsaifiy, that has become due solely because of the
acceleration;

(c) if the Issuer has paid or deposited with the Trigte the extent the payment of such interest is
lawful) interest on overdue installments of intérasd overdue principal and premium, if any, and
Additional Amounts, if any, which has become dudeotise than by such declaration of
acceleration; and

(d) if the Issuer has paid or deposited with the Trishe reasonable compensation of the Trustee and
reimbursed the reasonable expenses, disbursemaohtadwances of the Trustee, its agents, and
counsel under the Indenture.

No such rescission shall affect any subsequentultedaimpair any right consequent thereto.

The Holders of a majority in principal amount o&thlotes may waive any existing Default or Event of
Default under the Indenture, and its consequeregpt a default in the payment of the principabiopremium, if
any, interest or Additional Amounts, if any, on adgtes.

Subject to certain limitations, Holders of a majpin aggregate principal amount of the then Ouiditag
Notes may direct the Trustee in its exercise of tamst or power. Subject to the provisions of théenture relating
to the duties of the Trustee, in case an Event efaliit occurs and is continuing, the Trustee widl inder no
obligation to exercise any of the rights or powansler the Indenture at the request or directiomrof Holders
unless such Holders have offered to the Trusteenmity or security satisfactory to the Trustee agaany loss,
liability or expense.

Except to enforce the right to receive payment wfigipal, premium, if any, or interest when due, no
Holder may pursue any remedy with respect to tdemture or the Notes unless:

(1) such Holder has previously given the Trustee ndtie¢ an Event of Default is continuing;
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(2) Holders of at least 25% in aggregate principal amad the then Outstanding Notes have requested
the Trustee to pursue the remedy;

(3) such Holders have offered the Trustee securitpderinnity satisfactory to the Trustee against asg,lo
liability or expense;

(4) the Trustee has not complied with such requestinvi days after the receipt of the request and the
offer of security or indemnity; and

(5) Holders of a majority in aggregate principal amoahthe then Outstanding Notes have not given the
Trustee a direction inconsistent with such requétttin such 60-day period.

Under the Indenture, the Issuer will be requiregttovide an Officer's Certificate to the Trusteemptly
upon any Officer obtaining knowledge of any EvehDefault that has occurred and is continuing ahdpplicable,
describe such Event of Default and the status tiiere

If a Default or an Event of Default occurs and @tinuing, and is known to a responsible officerthod
Trustee, the Trustee will notify each Holder asvited herein under "—Notices" of the Default or EvehDefault
within thirty (30) days after obtaining knowleddweteof; provided that except in the case of a Oefauan Event
of Default in payment of principal of, premium aifly, or interest on any Notes, the Trustee mayhwiththe notice
to the Holders if a committee of its trust officérs good faith determines that withholding the petis in the
interest of the Holders.

Satisfaction and Discharge

The Indenture will be discharged and will ceasdé¢oof further effect (except as to surviving riglts
registration of transfer or exchange of the Notesgexpressly provided for in the Indenture) aslt®atstanding
Notes when:

(1) either:

(a) all the Notes theretofore authenticated and dedid€except lost, stolen or destroyed Notes which
have been replaced or paid and Notes for whose @alymoney has theretofore been deposited in
trust or segregated and held in trust by the Isandrthereafter repaid to the Issuer or discharged
from such trust) have been delivered to the Trulsieeancellation; or

(b) all Notes not theretofore delivered to the Trudteecancellation (i) have become due and payable,
(i) will become due and payable at their statedumity within one year or (iii) are to be calledrfo
redemption within one year under arrangements redsdy satisfactory to the Trustee, and the
Issuer has irrevocably deposited or caused to pesdied with the Trustee funds in an amount
sufficient to pay and discharge the entire Indel¢sg on the Notes not theretofore delivered to
the Trustee for cancellation, for principal of, miem, if any, interest and Additional Amounts, if
any, on the Notes to the date of deposit togeth#r irevocable instructions from the Issuer
directing the Trustee to apply such funds to thgnpent thereof at maturity or redemption, as the
case may be;

(2) the Issuer has paid all other sums payable bydéeuthe Indenture; and
(3) the Trustee shall have received an Officer's Geati¢é of the Issuer and an Opinion of Counsel

stating that all conditions precedent under thesitdre relating to the satisfaction and discharge
of the Indenture have been complied with.
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Modification of the Indenture

From time to time, the Issuer and the Trustee, auttihe consent of the Holders adversely affediedeby,
may amend, modify or supplement the Indenture hadNibtes:

1)
(2)

3)
(4)
(5)
(6)

(7)

to cure any ambiguity, defect or inconsistency aomd therein;

to make any change that would provide any additidghts or benefits to the Holders or that does
not adversely affect in any material respect tlgall@ights of the Holders under the Indenture or
the Notes;

to allow any Subsidiary or any other Person to gntae the Notes;

to provide for the issuance of Additional Notesatordance with the Indenture;

to evidence the replacement of the Trustee as gedvior under the Indenture;

if necessary, in connection with any addition dease of any security permitted under the Notes;
or

to conform the text of the Indenture or the Noteauy provision contained in this "Description of
the Notes" to the extent that such provision is tfidescription of the Notes" was intended to be a
verbatim recitation of a provision of the Indentarehe Notes.

The Trustee will be entitled to rely on such evickeas it deems appropriate, including, without titdn,
solely on an Opinion of Counsel. Other amendmefjtand modifications to and supplements to, tleeitture and
the Notes may be made with the consent of the H®ldka majority in principal amount of the thent&tanding
Notes, except that, without the consent of eacllétchffected thereby, no amendment may:

(@)

(b)

()

(d)

(e)

(f
(9)

reduce the percentage of the principal amount efNletes whose Holders must consent to an
amendment, supplement or waiver of any provisiothefindenture or the Notes;

reduce the stated rate of or extend the statedfomgayment of interest, including default interes
or Additional Amounts on any Notes;

reduce the principal of or change the fixed finadtanity of any Notes, or change the date on
which any Notes may be subject to redemption oucedhe redemption price therefor;

make any Note payable in currency other than tiadéd in the Notes;

impair the right of each Holder to receive paymehprincipal of, premium, if any, interest and
Additional Amounts, if any, on such Note on or aftee due date thereof or to institute suit to
enforce such payment;

subordinate the Notes in right of payment to ameotndebtedness of the Issuer; or

make any change in the preceding amendment ancem@iigvisions which require each Holder's
consent.

The consent of the Holders is not necessary uruerdrdenture to approve the particular form of any
proposed amendment. It is sufficient if such cohs@proves the substance of the proposed amendmdiet an
amendment under the Indenture becomes effectiee|suer will be required to give notice to the &mbourg
Stock Exchange and the Holders as provided underdtieds," briefly describing such amendment. Thiufa to
give such notice to all Holders, or any defectéigrwill not impair or affect the validity of su@mendment.
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In addition, under certain circumstances the Hadef a majority in principal amount of the Notes
Outstanding may waive compliance with certain feste covenants and provisions of the Indentufgee "—
Events of Default."

Currency Indemnity

U.S. Dollars are the sole currency of account aaghgent for all sums payable by the Issuer under the

Notes and the Indenture. Any amount received covered in a currency other than U.S. Dollars spezt of the
Notes (whether as a result of, or of the enforcanaéna judgment or order of a court of any jurigdin, in the
winding-up or dissolution of the Issuer, any Sulzsig of the Issuer or otherwise) by the Holder éspect of any
sum expressed to be due to it from the Issuer sbabtitute a discharge of the Issuer only to titerd of the U.S.
Dollar amount which the recipient is able to pusdhavith the amount so received or recovered in tther
currency on the date of that receipt or recoveryifat is not practicable to make that purchasetloat date, on the
first date on which it is practicable to do so).ttifat U.S. Dollar amount is less than the U.S. &odmount
expressed to be due to the recipient under any,Nbéelssuer shall indemnify the recipient agaih& cost of
making any such purchase. If that U.S. Dollar ambési more than the U.S. Dollar amount expressduetdue to
the recipient under any Note, such recipient wihmpptly remit the excess to the Trustee who, im.tuvill remit
such amount to the Issuer. For purposes of tldsrimity, it will be sufficient for the Holder to #y (indicating
the sources of information used) that it would hauéfered a loss had the actual purchase of U.8aiBdbeen
made with the amount so received in that otheretuny on the date of receipt or recovery (or, iuachase of U.S.
Dollars on such date had not been practicablehefitst date on which it would have been practiehb

The above indemnity, to the extent permitted by. law

. constitutes a separate and independent obligation the other obligations of the Issuer;

. shall give rise to a separate and independent azuesgion;

. shall apply irrespective of any waiver or indulgergranted by any Holder; and

. shall continue in full force and effect despite asther judgment, order, claim or proof for a

liquidated amount in respect of any sum due undgmNpte or any other judgment.

Consent to Jurisdiction and Service of Process; Sekeign Immunity

The Issuer has consented to the non-exclusivedjatisn of any court of the State of New York oryan
United States federal court sitting in the BoroadgiManhattan, New York City, New York, United Stat@and any
appellate court from any thereof, and has waivediammunity from the jurisdiction of such courts ovany suit,
action or proceeding that may be brought in coriaratith the Indenture and the Notes. The Issaardppointed
CT Corporation System as its agent to receive anddrd any writs, process and summonses in anyattibn or
proceeding brought in connection with the Indentur¢he Notes against the Issuer in any court efState of New
York or any United States federal court sittingtlie Borough of Manhattan, New York City and haseadrthat
such appointment shall be so long as the Notesine@atstanding or until the appointment by the é&saof a
successor in The City of New York as its agentdoch purpose and the acceptance of such appointigenich
SuCCessor.

To the extent that the Issuer has or hereafter acgyire any immunity from jurisdiction of any count
from any legal process, the Issuer will waive simmmunity and will agree not to assert, by way oftio, as a
defense or otherwise, in any suit, action or prdoggthe defense of sovereign immunity or any cl#iat it is not
personally subject to the jurisdiction of the abaaamed courts by reason of sovereign immunity bentise, or
that it is immune from any legal process (whethmiough service of notice, attachment prior to judgin
attachment in aid of execution, execution or otlige)with respect to itself or its property or frattachment either
prior to judgment or in aid of execution by reasdrsovereign immunity. Notwithstanding, The Laftloe Office
of the Attorney General of Venezuelaefy Organica de la Procuraduria General de la Rdjwal) and the Electric
Service Law ey Organica del Servicio Eléctrit@s amended by the Law for the Restructuring ef Efectric
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Sector(Decreto con Rango, Valor y Fuerza de Ley OrgamieaReorganizaciéon del Sector Eléctricpjovide for

an attachment prior to judgment or in aid of ex&xuton property located in Venezuela that is destito the
rendering of a public service to be stayed for aggeof forty five (45) days after notice is givém the Attorney
General, period of time within which the Venezuel&overnment make take any action in order to avoid
interruption of services, including taking possessof such assets if such attachment endangersaihignuity,
quality or security of the electric service rendkre

Governing Law

The Indenture will provide that the Notes will bevgrned by, and construed in accordance with,ahes |
of the State of New York.

The Trustee

The Bank of New York is the Trustee under the Iriden Its address is 101 Barclay Street, 4E NewkYo
New York 10286, United States.

The Indenture will provide that, except during ttentinuance of an Event of Default, the Trusted wil
perform only such duties as are specifically sethfin the Indenture. During the existence of aer of Default,
the Trustee will exercise such rights and powestacatin it by the Indenture, and use the same degfreare and
skill in its exercise as a prudent person wouldreige or use under the circumstances in the condlstich
person's own affairs.

The Trustee may resign at any time by so notifytimg Issuer. In addition, the Holders of a majority
aggregate principal amount of the Notes then Onudistgy and the Issuer may remove the Trustee bysfyimg the
Trustee and may appoint a successor Trustee satisfdo the Issuer.

If the Trustee resigns, is removed by the Issuebythe Holders of a majority in aggregate printipa
amount of the Notes then Outstanding, and suchétisldo not reasonably promptly appoint a succebsmtee, or
if a vacancy exists in the office of the Trusteeday reason, the Issuer shall promptly appoinicassor Trustee.
So long as the Notes are listed on the LuxembotwgkSExchange and the rules of that exchange sairezghe
successor Trustee shall mail a notice of its sigtopgo Holders of the Notes and give notice asmitesd under "—
Notices."

Listing

Application has been made to list the Notes onlLilveembourg Stock Exchange in accordance with the
rules of that exchange; however, the Notes arey@plisted and the Issuer cannot assure you théybeiiaccepted
for listing. Following the issuance of the Notdse Issuer will use its best efforts to obtain amaintain listing of
the Notes on the Luxembourg Stock Exchange. Iritiadd so long as the Notes are listed on the Luxasung
Stock Exchange and the rules of that exchangeares a listing agent and a paying agent will bemained in
Luxembourg. The address of the listing agent andng agent are set forth on the last page ofdfiesing circular.

Notices

All notices shall be deemed to have been given upemmailing by first class mail, postage prepaif,
such notices to Holders at their registered addseas recorded in the Notes register not later tharatest date,
and not earlier than the earliest date, prescribeithe Notes for the giving of such notice. Anyu@ement of
notice hereunder may be waived by the Person edtith such notice before or after such notice dggiired to be
given, and such waivers shall be filed with thesTee.

As long as the Notes are listed on the LuxembotiogkSExchange and its rules so require, the Issiléer
also give notices to Holders by publication in @ydaewspaper of general circulation in Luxemboungon the
website of the Luxembourg Stock Exchange at httpulii.bourse.lu. If publication in Luxembourg is inagticable,
the Issuer will make the publication in a widelyccilated newspaper in Western Europe. By "dailysmaper" the
Issuer means a newspaper that is published ondeglother than a Saturday, Sunday or holiday,urelmbourg
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or, when applicable, elsewhere in Western Europfethe Issuer is unable to give notice as describedhis
paragraph because the publication of any newspapsuspended or it is otherwise impractical for thguer to
publish the notice, then the Issuer, or the Trusteting on the Issuer's instructions, will give theis notice in
another form. That alternate form of notice w#l sufficient notice to you.

Neither the failure to give any notice to a patéewHolder, nor any defect in a notice given toaatigular
Holder, will affect the sufficiency of any noticévgn to another Holder.

Certain Definitions

Set forth below is a summary of certain of the wledi terms to be used in the Indenture. Referenoeade
to the Indenture for the full definition of all duderms, as well as any other terms used hereinvfich no
definition is provided.

"Affiliate{ XE "Affiliate" }" shall mean, with respect to any specified Persory other Person who
directly or indirectly through one or more internigies controls, or is controlled by, or is undenanon control
with, such specified Person. Solely for purpodethis definition, the term "control" means the pession, directly
or indirectly, of the power to direct or cause tfieection of the management and policies of a Rersthether
through the ownership of voting securities, by cacit or otherwise. For purposes of this definifitime terms
"controlling" and "controlled" have meanings coatéle of the foregoing.

"BCV" shall mean the Venezuelan Central Bank.

"Board of Directors{ XE "Board of Directors}" shall mean, as to any Person, the board of dirsatr
similar governing body of such Person or any duitharized committee thereof.

"Business Day{XE "Business Day}" shall mean a day other than a Saturday, Sundangrday on
which banking institutions are authorized or reqdirby law to close in The City of New York, New ¥or
Luxembourg or in Venezuela.

"Capitalized Lease Obligations{XE "Capitalized Lease Obligation}¥" shall mean an obligation that is
required to be classified and accounted for agp#tatezed lease for financial reporting purposesdatordance with
Venezuelan GAAP or IFRS, and the amount of Indei#es represented by such obligation shall be thitatized
amount of such obligation determined in accordanitd Venezuelan GAAP or IFRS; and the stated mturi
thereof shall be the date of the last payment woff o any other amount due under such lease pithd first date
upon which such lease may be prepaid by the lesgheut payment of a penalty.

"CEN{ XE "CEN"}" shall meanCorporacion Eléctrica Nacionala compafiia an6nimé& be organized
under the laws of Venezuela in accordance with 82di° 5,330 dated May 2, 2007, whereby the Law of
Reorganization of the Electrical Sectddereto-ley sobre Reorganizacion del Sector EléotriNaciona)l was
created in Venezuela.

"CEN Merger{ XE "CEN Merger"}" shall mean a merger of the Issuer with and iheoCEN.

"Clearstream{ XE "Clearstream’}" shall have the meaning set forth under "—Book-nBbelivery and
Form."

"Comparable Treasury Issue{XE "Comparable Treasury Issug”shall mean the United States Treasury
security selected by an Independent Financial Advias having a maturity comparable to the remairtemgn
("Remaining Life{ XE "Remaining Life'}") of the Notes to be redeemed that would be etiljzat the time of
selection and in accordance with customary findrgmactice, in pricing new issues of corporate dsdturities of
comparable maturity to the remaining term of suctes.

"Comparable Treasury Price{ XE "Comparable Treasury Pricé™ shall mean, with respect to the
redemption date, (1) the average of five Referehmsasury Dealer Quotations for the redemption dafeer
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excluding the highest and lowest Reference TreaBealer Quotations or (2) if the Independent Finan&dvisor
obtains fewer than five such Reference Treasurydd€guotations, the average of all such quotations.

"Default{ XE "Default"}" shall mean an event or condition the occurrerfoghich is, or with the lapse of
time or the giving of notice or both would be, areit of Default.

"Euroclear{ XE "Euroclear"}" shall have the meaning set forth under "
Form."

—Book-Enelivery and

"Exchange Act{XE "Exchange Act}" shall mean the Securities Exchange Act of 1934armaended, and
the rules and regulations of the SEC promulgatecetimder.

"Guarantee{ XE "Guarantee}" shall mean any obligation, contingent or otheeyisf any Person directly
or indirectly guaranteeing any Indebtedness of @hgr Person and any obligation, direct or indirecntingent or
otherwise, of any Person (1) to purchase or pay@wance or supply funds for the purchase or paym@rsuch
Indebtedness of such other Person (whether arisingrtue of partnership arrangements, or by agesgno keep-
well, to purchase assets, goods, securities oicgsivto take-or-pay, or to maintain financial staént conditions or
otherwise) or (2) entered into for purposes of Asguin any other manner the obligee of such Indébéss of the
payment thereof or to protect such obligee agdosst in respect thereof (in whole or in part); pded howevey
that the term "Guarantee" shall not include (i) @séments for collection or deposit in the ordinapurse of
business and (ii) any guarantee to maintain workimgjtal, equity capital or any other financialtestaent condition
or liquidity of the primary obligor so as to enaltkee primary obligor to pay such Indebtedness (gackunding
Guarantee{ XE "Funding Guaranteg™), except for any Funding Guarantee in respeathith a claim or demand
for payment has been made by the beneficiary tfieqgan the occurrence of an event or circumstaigegrise to
a claim or demand for payment under such Fundingr&ee in accordance with its terms. The term Y&uae"
used as a verb has a correlative meaning.

"Holder{ XE "Holder"}" shall mean the Person in whose name a Note isteegd on the registrar's books.

"Hedging Agreement{XE "Hedging Agreement}" shall mean (a) any and all Interest Rate Agreement,
basis swaps, credit derivative transactions, fodweate transactions, commodity swaps, commodityioapt
forward commodity contracts, bond or bond pricéoond index swaps or options or forward bond or fmidvbond
price or forward bond index transactions, interegte options, forward foreign exchange transactiorep
transactions, floor transactions, collar transangjo currency swap transactions, cross-currency i@ap
transactions, currency options, spot contractanyrother similar transactions or any combinatibthe foregoing
(including any option to enter into any of the fgoeng), whether or not any such transaction is gos@ by or
subject to any master agreement and (b) any andaakactions of any kind, and the related confiiomes, which
are subject to the terms and conditions of, orgreerned by, any form of master agreement publidghedhe
International Swaps and Derivative Association,,lany International Foreign Exchange Master Agreeinor any
other master agreement (including such master agpg together with any related schedules, Master
Agreement{ XE "Master Agreement}") including any such obligations or liabilities der any Master Agreement.

"Hedging Obligations{ XE "Hedging Obligations}" of any Person shall mean the obligations of such
Person pursuant to any Interest Rate Agreemenedgidg Agreement.

"IFRS{ XE "IFRS"}" shall mean the International Financial ReportBtgndards promulgated from time
to time by the International Accounting StandaBisard or any successor institutionASB{ XE "IASB" }")
(which includes standards and interpretations apmatdy the IASB and International Accounting Staddadssued
under its previous constitutions), together withgtonouncements thereon from time to time.

"Indebtedness{XE "Indebtedness}" shall mean any obligation (whether present oureit actual or

contingent and including, without limitation, anyu&antee) for the payment or repayment of moneychvhias
been borrowed or raised.
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"Independent Financial Advisor{ XE "Independent Financial Adviso}™ shall mean a nationally
recognized accounting, appraisal or, investmenkiognfirm or consultant in the United States: (BDigh does not,
and whose directors, officers and employees oradphave a direct or indirect financial interestlie Issuer or any
of its Subsidiaries; and (2) which, in the judgmefithe Issuer's Board of Directors, is otherwisdependent and
qualified to perform the task for which such firmlieing engaged.

"Interest Rate Agreement shall mean, with respect to any Person, any ésterate protection agreement,
interest rate future agreement, interest rate aptgreement, interest rate swap agreement, inteagstcap
agreement, interest rate collar agreement, intea¢sthedge agreement or other similar agreemestrangement to
which such Person is a party or a beneficiary.

"Issue Date{XE "Issue Date}" shall mean the date of original issuance of tla¢el, which is expected to
be April 10, 2008.

"Lien{ XE "Lien" }" shall mean any lien, mortgage, pledge, secuntierest, charge or similar
encumbrance.

"Moody's" shall mean Moody's Investors Service, Inc. andltTessors.

"Obligations{ XE "Obligations"}" shall mean all payment obligations, whether ot contingent, for
principal, premium, interest, Additional Amountsnalties, fees, indemnification, reimbursementsnatzes and
other liabilities payable under the documentatiomagning any Indebtedness.

"Officer{ XE "Officer" }" shall mean the Chief Executive Officer, the Chwin of the Board of Directors,
the Chief Financial Officer, the Secretary of thealBd of Directors, the Treasurer or the Controdiethe Issuer (or
any equivalent officer of the Issuer).

"Officer's Certificate{ XE "Officer's Certificate'}" shall mean a certificate signed by two Officefgte
Issuer, at least one of whom shall be the prindipahcial officer of the Issuer.

"Opinion of Counsel{ XE "Opinion of Counsel}" shall mean a written opinion of counsel, who nhay
an employee of or counsel for the Issuer and whiedasonably acceptable to the Trustee.

"Outstanding{ XE "Outstanding'}" when used with respect to the Notes, shall meanof the date of
determination, all Notes theretofore authenticated delivered under this Indenture, except:

(1) Notes theretofore canceled by the Trustee or deld/& the Trustee for cancellation;

(2) Notes, or portions thereof, for whose payment deraption money in the necessary amount has been
theretofore deposited with the Trustee or any pgggent (other than the Issuer) in trust or seteasi
and segregated in trust by the Issuer (if the Isshall act as their own paying agent) for the éodd
of such Notes; provided that, if such Notes ardeoredeemed, notice of such redemption has been
duly given pursuant to the Indenture or provisibarefor satisfactory to the Trustee has been made;
and

(3) Notes which have been paid pursuant to the prawssfor "Mutilated Notes" under the Indenture or in
exchange for or in lieu of which other Notes haeeib authenticated and delivered pursuant to the
Indenture, other than any such Notes in respeathidh there shall have been presented to the Tauste
proof satisfactory to it that such Notes are heldilbona fide purchaser in whose hands such Notes a
valid obligations of the Issuer;

provided however that in determining whether the Holders of thguisite principal amount of the Outstanding
Notes have given any request, demand, authorizatiioection, notice, consent or waiver hereundested owned
by the Issuer or its Subsidiaries shall be diseg@rand deemed not to be Outstanding, exceptithdgtermining
whether the Trustee shall be protected in relyipgruany such request, demand, authorization, dirgchotice,
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consent or waiver, only Notes which a Responsilffec€ of the Trustee actually knows to be so owskédll be so
disregarded. Notes so owned which have been pledggood faith may be regarded as Outstandingeifledgee
establishes to the reasonable satisfaction of thet@e the pledgee's right so to act with resgesuth Notes and
that the pledgee is not either of the Issuer oBitbsidiaries.

"PDVSA{ XE "PDVSA"}" shall mean Petréleos de Venezuela, S.A., a catjwor Gociedad andnina
organized under the laws of the Bolivarian Repubfivenezuela.

"Permitted Liens{ XE "Permitted Liens}" means the following types of Liens:

1)

)

®3)

(4)
(®)

(6)

()

(8)

)

Liens for taxes, assessments or governmental charggaims either (a) not delinquent (taking into
account all available extensions) or (b) contestegbod faith by appropriate proceedings and as to
which the Issuer or its Subsidiaries shall haveaséde on its books such reserves to the extent
required pursuant to IFRS;

statutory Liens of landlords and Liens of carriessarehousemen, mechanics, suppliers,
materialmen, repairmen and other Liens imposedaky dr pursuant to customary reservations or
retentions of title Incurred in the ordinary coursfebusiness for sums not yet delinquent or being
contested in good faith, if such reserve or othmarapriate provision, if any, to the extent reqdire
by IFRS shall have been made in respect thereof;

Liens Incurred or deposits made in the ordinaryrsewf business in connection with workers'
compensation, unemployment insurance and otheistgpesocial security, or to secure public or
statutory obligations, the performance of tendstatutory obligations, surety and/or appeal bonds,
bids, leases, government contracts, performance randn-of-money bonds and other similar
obligations (exclusive of obligations for the paymef borrowed money), including any Lien
securing letters of credit issued in the ordinasyrse of business in connection therewith;

any judgment Lien not giving rise to an Event offés;

easements, rights-of-way, zoning restrictions atf@rosimilar charges or encumbrances in respect
of real property not interfering in any materiaspect with the ordinary conduct of the business of
the Issuer or any of its Subsidiaries;

any interest or title of a lessor under any Cajziéal Lease Obligation provided that such Liens do
not extend to any property or assets which ardeasted property subject to such Capitalized Lease
Obligation;

Liens granted upon or with respect to any assasafter acquired by the Issuer or any Subsidiary
to secure the acquisition costs of such asset® @eture Indebtedness incurred solely for the
purpose of financing the acquisition of such asdatduding any Lien existing at the time of the
acquisition of such assets as long as the maximmauat so secured shall not exceed the aggregate
acquisition costs of all such assets or the agteelgalebtedness incurred solely for the acquisition
of such assets, as the case may be;

Liens upon specific items of inventory or other deaand proceeds of any Person securing such
Person's obligations in respect of bankers' acoeptaissued or created for the account of such
Person to facilitate the purchase, shipment oag®of such inventory or other goods;

Liens securing reimbursement obligations with resp® commercial letters of credit which

encumber documents and other property relatingith ¢etters of credit and products and proceeds
thereof;
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(10)

(11)

(12)

(13)

(14)
(15)
(16)

17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

(25)

(26)

Liens arising in the ordinary course of businessannection with Indebtedness maturing not more
than one year after the date on which such Indeletd was originally incurred and which are
related to the financing of export, import or othde transactions;

Liens encumbering deposits made to secure obligatiarising from statutory, regulatory,
contractual, or warranty requirements of the Issareany of its Subsidiaries, including rights of
offset and set-off;

Liens securing Hedging Obligations;

Liens existing on any asset or on any stock of @mlysidiary prior to the acquisition thereof by the
Issuer or any Subsidiary as long as such Lienti€reated in anticipation of such acquisition;

Liens existing as of the Issue Date;
Liens securing the Notes and all other monetarigatibns under the Indenture;
Liens in favor of the Issuer or any Subsidiarytu tssuer;

Liens on property of a Person existing at the tisueh Person is merged with or into or

consolidated with the Issuer or any Subsidiaryhef issuer or becomes a Subsidiary of the Issuer;
provided that such Liens were in existence priorte contemplation of such merger or

consolidation and do not extend to any other assetsed by the Issuer or the Subsidiary of the
Issuer;

Liens in favor of customs and revenue authoritiésireg as a matter of law to secure payment of
customs duties in connection with the importatiéryoods or other Liens on inventory and goods
to facilitate the purchase, shipment, or storageuch inventory or goods;

Liens on assets that are the subject of a Saléemse-Back;
Liens arising by operation of law;

Liens arising solely by virtue of any statutoryammmon law provisions relating to banker's Liens,
rights of set-off or similar rights and remedies@sleposit accounts or other funds maintained with
a depositary institution;

Liens on the receivables or inventory of the Issaerany Subsidiary of the Issuer securing
obligations under or in connection with any lindsedit or working capital facilities;

leases, licenses, subleases or sublicenses grtandéaers in the ordinary course of business toat d
not interfere in any material respect with the bass of the Issuer and its Subsidiaries;

Liens in favor of the Venezuelan government or aggncy or instrumentality thereof to secure
payments under any agreement entered into betwedmentity and the Issuer or a Subsidiary of
the Issuer;

Liens to secure obligations of the Issuer or a Blidoy of the Issuer under agreements that provide
for indemnification, adjustment of purchase prigesmilar obligations, in each case, incurred in

connection with the disposition of any businessegtsor Subsidiary; provided that the maximum

aggregate liability in respect of all such Liendlwat no time exceed the gross proceeds actually
received by the Issuer and the Subsidiary of thedsin connection with such disposition;

Lien over any Qualifying Asset relating to a prdjdmanced by, and securing Indebtedness
incurred in connection with, the Project Financofgsuch project by the Issuer, any of the Issuer's
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Subsidiaries or any consortium or other venturavirich the Issuer has any ownership or similar
interest;

(27) Lien in respect of Indebtedness the principal arhafrwhich in the aggregate, together with all
Liens not otherwise qualifying as the Issuer's Rgeoh Liens pursuant to this definition, does not
exceed 15% of the Issuer's consolidated total ag¢astdetermined in accordance with IFRS) at any
date as at which the Issuer's balance sheet isug@@and published as provided herein; and

(28) any extension, renewal or replacement (or successitensions, renewals or replacements), in
whole or in part, of any Lien referred to in thedgoing clauses (7), (14), (17) and (26) or of any
Indebtedness secured thereby; provided that thecipal amount of Indebtedness so secured
thereby shall not exceed the principal amount afebtedness so secured at the time of such
extension, renewal or replacement (plus accrued wmhid interest and reasonable fees and
expenses incurred in connection therewith), and shah extension, renewal or replacement Lien
shall be limited to all or part of the property tts®cured the Lien extended, renewed or replaced
(plus improvements on or additions to such property

"Person{ XE "Person'}" shall mean an individual, partnership, corponatitimited liability company,
unincorporated organization, trust or joint venfwea governmental agency or political subdivisibereof.

"Project Financing{ XE "Project Financing}" shall mean the incurrence of Indebtedness rejatinthe
exploration, development, expansion, renovatiograge or other modification or construction of ajpct pursuant
to which the providers of such Indebtedness or tanstee or other intermediary on their behalf ondfeciaries
designated by any such provider, trustee or othrinediary are granted security over one or mouelifying
Assets relating to such project for repayment afiggpal, premium and interest or any other amouanteispect of
such Indebtedness.

"Qualifying Asset{ XE "Qualifying Asset'}" with respect or in relation to any Project Fineagg; shall
mean:

(1) any concession, authorization or other legal rigyjainted by any governmental authority to the Issuer
or any Subsidiary, or any consortium or other vemtim which the Issuer or any Subsidiary has any
ownership or other similar interest;

(2) any electrical substation, transmission line, eieat interconnection facility or other plant, féti or
equipment involved in the generation, distribut@rtransmission of electricity, real property (whet
leased or owned), right of way or plant or oth&tufres or equipment;

(3) any revenues or claims which arise from the opematfailure to meet specifications, failure to
complete, exploitation, sale, loss or damage toh siwncession, authorization or other legal rigfie,
construction, financing, operation or exploitatiohsuch project or other activities ancillary thtere
any rights under any performance bond, letter editror similar instrument issued in connection
therewith and any insurance policies, credit suppmangements and other similar contracts, bank or
trust accounts and the monies or investments awdatherein and other similar assets to the extent
relating to such project or the construction ogeraand financing thereof;

(4) any product produced or service provided by sudjegt, including any receivables or contract rights
arising therefrom or relating thereto and any spotduct produced or service provided (and related
receivables or contract rights) by other projeatsassets to which the lenders providing the project
financing required, as a condition therefor, reseuss additional security; and

(5) shares or other ownership interest in, and any rslihated debt rights owing to the Issuer or any
Subsidiary by, a special purpose company formeelgdbr the development of a project, and whose
principal assets and business are constituted ¢y groject and whose liabilities solely relate tmls
project.
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"Rating Agencies" shall mean Fitch, Inc. Fltch"), Moody's and S&P or, if Fitch, Moody's or S&P ibr
any two of them shall not make a rating on the Bgablicly available, any one of them and such rothationally
recognized statistical rating organization" (withie meaning of Rule 15¢3-1(c)(2)(vi)(F) under Ehehange Act)
as the Issuer may select as a replacement agenEitdb, Moody's or S&P or all of them, as the cas®y be.

"Reference Treasury Dealer{XE "Reference Treasury Dealdt" shall mean a primary U.S. government
securities dealer in New York City, New York desaggd by the Issuer.

"Reference Treasury Dealer QuotationsE "Reference Treasury Dealer Quotatioh$"shall mean,
with respect to each Reference Treasury Dealer amndredemption date, the average, as determinethdy
Independent Financial Advisor, of the bid and askddes for the Comparable Treasury Issue (expcesseach
case as a percentage of its principal amount) dquiatevriting to the Independent Financial Advisarsa00 p.m.,
New York City, New York time, on the third Busine®ay preceding such redemption date.

"Relevant Taxing Jurisdiction{ XE "Relevant Taxing Jurisdictior}"
Additional Amounts."

has the meaning set forth under "—

"S&P" shall mean Standard and Poor’s Ratings Serviceésjsion of The McGraw-Hill Companies, Inc.,
and any successor thereto.
"Responsible Officer{XE "Responsible Officer}" shall mean, with respect to the Trustee, anyceffi
within the corporate trust office of the Trusteghdirect responsibility for the administration this Indenture and
also, with respect to a particular matter, any ptifécer to whom such matter is referred becaussuch officer's
knowledge of and familiarity with the particulargect.

"Sale and Lease-Back TransactionKE "Sale and Lease-Back Transactidt'shall mean any direct or
indirect arrangement relating to property now owoedhereafter acquired whereby the Issuer or ai8iarg of the
Issuer transfers such property to another Persantlaa Issuer or a Subsidiary of the Issuer leasé®m such
Person.

"Securities Act{ XE "Securities Act'}" shall mean the Securities Act of 1933, as amended the rules
and regulations of the SEC promulgated thereunder.

"SEC{ XE "SEC"}" shall mean the Securities and Exchange Commigsitiee United States of America.

"Significant Subsidiary{ XE "Significant Subsidiary}" shall means any Subsidiary of the Issuer that
would be a "Significant Subsidiary" of the Issueithim the meaning of Rule 1-02 under Regulation S-X
promulgated by the SEC.

"Subsidiary{ XE "Subsidiary'}" with respect to any Person, shall means:

(1) any corporation of which the outstanding CapitalcBthaving at least a majority of the votes
entitled to be cast in the election of directorglemordinary circumstances shall at the time be
beneficially owned by such Person; or

(2) any other Person of which at least a majority eftbting interest under ordinary circumstances is
at the time beneficially owned by such Person.

"Taxes{ XE "Taxes"}" shall have the meaning set forth under "—Additiokaounts."

"Treasury Rate{ XE "Treasury Rate}" with respect to the redemption date, shall meBntlije yield,
under the heading which represents the averagéadommediately preceding week, appearing in thetmecently
published statistical release designated "H.15(5@8any successor publication which is publishezktkly by the
Board of Governors of the Federal Reserve Systetinvettich establishes yields on actively traded UhiStates
Treasury securities adjusted to constant maturinden "Treasury Constant Maturities," for the maguri
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corresponding to the Comparable Treasury Issuso(ihaturity is within three months before or atteg Remaining
Life, yields for the two published maturities ma$dsely corresponding to the Comparable Treaswsydswill be
determined and the Treasury Rate will be intergalabr extrapolated from such yields on a straighe basis,
rounding to the nearest month) or (2) if such redeéor any successor release) is not publishechglahe week
preceding the redemption date or does not contadh gields, the rate per annum equal to the semikxan
equivalent yield-to-maturity of the Comparable ey Issue, calculated using a price for the CowmdglarTreasury
Issue (expressed as a percentage of its principalat) equal to the Comparable Treasury Price @frédemption
date. The Treasury Rate will be calculated on hivel Business Day preceding the redemption date.

"U.S. Dollar Equivalent{ XE "U.S. Dollar Equivalent}" shall mean, with respect to any monetary
amount in a currency other than U.S. dollars, at ime of determination thereof, the amount of Ud8llars
obtained by translating such other currency invdlie such computation into U.S. dollars at the spt¢ for the
purchase of U.S. dollars with the applicable otb@mency as published in U.S. dollars on the dhtd ts two
Business Days prior to the date of such deterntinatrovided that the exchange rate published byB@BYV in the
Venezuelan Federal Official Gazette, as the exobaraje for satisfaction of foreign currency dencabdal
obligations in effect on the relevant date, willlmed for any such translation of Boliivares Fuem¢o U.S. dollars.
Notwithstanding any other provision of the Indertuno specified amount of U.S. dollars shall bentksk to be
exceeded due solely to the result of fluctuationthé exchange rates of currencies.

"Venezuela{XE "Venezuela}l" shall mean the Bolivarian Republic of Venezuela.

Book-Entry; Delivery and Form

The Notes are being offered and sold in offshoemdactions in reliance on Regulation S under the
Securities Act (Regulation S Notes{XE "Regulation S Notesf").

The Notes will be issued without coupons in minimdemominations of U.S.$1,000 and integral multiples
of U.S.$1,000 in excess thereof. Notes will baiéss on the Issue Date only against payment in infetedgl
available funds.

The Regulation S Notes initially will be represehtey one or more permanent global certificates in
definitive, fully registered form without interesbupons (the Regulation S Global Note{XE "Regulation S
Global Note'}").

The Regulation S Global Note will be registeredhia name of the Common Depositary. The Regula&ion
Global Note will be deposited upon issuance with @ommon Depositary for the Euroclear SysteEu(oclear{
XE "Euroclear"}") and Clearstream Banking, société anonyn@garstream{ XE "Clearstream?}").

Investors will hold their interests in the ReguatiS Global Notes through Euroclear or Clearstreiam,
they are participants in either such system, addliy through organizations that are participahtsrein. Euroclear
and Clearstream will hold interests in the Regatats Global Notes on behalf of their participam®tgh clients'
securities accounts in their respective namesarbtoks of their respective depositaries.

As long as the Common Depositary is the registadder of the Regulation S Global Notes, the Common
Depositary or a representative, as the case mayvitiehe regarded as the only holder and ownertaf hotes
represented by those Regulation S Global Noteslfgpurposes under the Indenture and the notedddroof a
beneficial interest in global notes will not be idatl to have any portion of those Regulation S HlaloNotes
registered in their names, and will not receive anlll not be entitled to receive delivery of ceitéited notes in
exchange for their interests in the Regulation 8b&l Notes, and will not be regarded as the owoefwolders of
the Regulation S Global Notes (or any securitieprasented thereby) under the Indenture or the Notes
Additionally, no beneficial owner of an interesttie Regulation S Global Notes will transfer sucteiest, except
in accordance with the applicable procedures ob&ear and Clearstream.

Payments of principal, premium, interest and otlm@ounts on or in respect of the Regulation S Global

Notes will be made to the Common Depositary. Nohéhe Issuer, the Trustee or the Paying Agents el
responsible for any aspect of registration wittpees to payments made for the account of beneficiatests in the
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Regulation S Global Notes, or for keeping, supé@mgisor reviewing any record associated with suchéeffieial
interests.

The Issuer expects Euroclear and Clearstream, tgamipt of any payment in respect of the RegulaBon

Global Notes held by the Common Depositary or aesgntative thereof, to credit promptly the acceuwft the
beneficial holders with the amount proportionatheir respective beneficial interests in the pipatiamount of the
Regulation S Global Notes, as evidenced by therdsoof Euroclear or Clearstream, as the case may'he Issuer
further expects that payments by participants éottblders of beneficial interests in the Regulato@lobal Notes
held through any such participant will be goverigdhe standing instructions and standard practsds currently
the case of securities held for the account ohtdieegistered in the name of representativesuoh lients. All
such payments will be the responsibility of theevaint participant.

The Clearing Systems

The following description of the operations and qadures of Euroclear and Clearstream are provided
solely as a matter of convenience. These opesatod procedures are solely within the controlhef tespective
settlement systems and are subject to changes dmp. thNeither the Issuer nor the Dealer Managerg tak
responsibility for these operations and procedwed urge holders to contact the system or theitigigants
directly to discuss these matters.

Euroclear and Clearstream have advised the Issuetlaws:

Euroclear. Euroclear Bank holds securities for its partiifs and clears and settles transactions between
its participants through simultaneous electroniokeentry delivery against payment. Euroclear Bantvides
various other services, including safekeeping, aibtration, clearance and settlement and seculitieding and
borrowing, and interfaces with domestic marketssaveral countries. Securities clearance accoumtscash
accounts with Euroclear Bank are governed by them$eand Conditions Governing Use of Euroclear dral t
related Operating Procedures of the Euroclear &ysaémd applicable law (collectively, thEtroclear Terms and
Conditions{ XE "Euroclear Terms and Conditiong’). The Euroclear Terms and Conditions governdgfers of
securities and cash within Euroclear, withdrawdlsexrurities and cash from Euroclear, and recaptsayments
with respect to securities in Euroclear.

Clearstream Clearstream is incorporated under the laws o Trand Duchy of Luxembourg as a
professional depositary. Clearstream holds seearfor its participants and facilitates the cleaeand settlement
of securities transactions between its participam®ugh electronic book-entry changes in accouwtftsits
participants, thereby eliminating the need for ptgls movement of certificates. Clearstream proside its
participants, among other things, services for lssdping, administration, clearance and settlemeht o
internationally traded securities and securitieglieg and borrowing. Clearstream interfaces witindstic markets
in several countries.

Subject to the transfer restrictions set forth urid@ansfer Restrictions," transfers between pgrtiots in
Euroclear and Clearstream will be effected in adanoce with their respective rules and operatinggdares.

Issuance of Definitive Notes

So long as the Common Depositary, or any succetspositary, holds the Regulation S Global Notes ,
such Regulation S Global Notes will not be exchabigfor definitive securities unless:

. Euroclear or Clearstream are closed for businesa fiontinuous period of 14 days (other than by

reason of legal holidays) or announce an intergimmanently to cease business;

. the non-payment when due of amounts payable oNdhes (whether, in each case, on account of
interest, redemption amounts or otherwise) shalerecurred and be continuing for 30 days.
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If the Issuer issues definitive notes in excharmgete Regulation S Global Notes, the Common Dé¢ansi
as holder of that note, will surrender it againsteaipt of the definitive notes, cancel the boolk3embtes, and
distribute the definitive notes to the persons ianithe amounts that the Common Depositary specifies

Definitive notes will be issued in registered foomly. To the extent permitted by law, the Issued any
paying agent shall be entitled to treat the peisomhose name any definitive security is registeasdts absolute
owner. Payments will be made in respect of theeBlbly check drawn on a bank in New York or by wiassfer to
the holder's account. Definitive securities shduddpresented to the Paying Agent for redemption.

Exchange of Definitive Notes for Regulation S Globidotes Definitive notes may not be exchanged for
beneficial interests in any Regulation S Global é¢otinless the transferor first delivers to the Tesa written
certificate (in the form provided in the Indentute)the effect that such transfer will comply witke appropriate
transfer restrictions applicable to such notese 'Seansfer Restrictions."

Dealer Manager

The Issuer has entered into a dealer manager agreestated March 28, 2008 (th®¢&aler Manager
Agreement{ XE "Dealer Manager Agreemerit”) with the Dealer Manager, pursuant to which tb&uker has agreed
to indemnify the Dealer Manager against certaitiliides, including liabilities under the SecuritieAct, or to
contribute to payments that the Dealer Manager beasequired to make in respect of those liabilities

The Notes have not been registered under the $Siesufict and may not be offered or sold in the Bahit
States or to U.S. persons (other than distributardgss the Notes are registered under the Sexum{ct or an
exemption from the registration requirements of Sexurities Act is available. The Dealer Manag@ppses to
solicit offers of the Notes in transactions notuieqg registration under the Securities Act or igable state
securities laws pursuant to Regulation S undefStwurities Act. The Dealer Manager will not salaffers and we
will not sell the Notes except pursuant to offensl @ales to non-U.S. persons that occur outsid®Jtiieed States
within the meaning of Regulation S under the SeiegriAct. The Dealer Manager agreed that neitheori any of
its affiliates nor any person acting on its or thehalf would make any directed selling effortshie United States.

Investors in the Notes may be required to pay stearps and other charges in accordance with the law
and practices of the country of purchase in additio the offering price of the Notes so purchasHie Dealer
Manager is not obligated to facilitate trading imetNotes and any such activities, if commenced, iay
discontinued at any time, for any reason, withootice. If the Dealer Manager does not facilitateding in the
Notes for any reason, there can be no assurancarthther firm or person will do so.
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DEALER MANAGER

We have retained the Dealer Manager to act on etalb as dealer manager in connection with the
offering of the Notes. The Notes are new securiite which there currently is no market.

We will agree to indemnify the Dealer Manager agaicertain liabilities, including liabilities undéhe
Securities Act, or to contribute to payments thegt Dealer Manager may be required to make in résgfethose
liabilities.

The Notes have not been registered under the W&uriiies Act and may not be offered or sold in the

United States or to U.S. persons (other than digtiirs) unless the Notes are registered under ¢ceries Act or
an exemption from the registration requirementthefSecurities Act is available. The Dealer Manggeposes to
solicit offers of the Notes in transactions notuigiqag registration under the U.S. Securities Actapplicable state
securities laws pursuant to Regulation S. The &ddlanager will not solicit offers and we will ns¢ll the Notes
except pursuant to offers and sales to non-U.Soperthat occur outside the United States withénrtieaning of
Regulation S. The Dealer Manager agrees thatareitmor any of its affiliates nor any person agton its or its
behalf would make any directed selling effortstia tJnited States.

Investors in the Notes may be required to pay stearps and other charges in accordance with the law
and practices of the country of purchase in additiothe offering price of the Notes so purchased.

The Dealer Manager is not obligated to facilitagésling in the Notes and any such activities, if omanced,
may be discontinued at any time, for any reasothowit notice. If the Dealer Manager does not faté trading in
the Notes for any reason, there can be no assuthatanother firm or person will do so.
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TRANSFER RESTRICTIONS

The Notes are subject to restrictions on transges@mmarized below. By purchasing the Notes, each
investor will be deemed to have made the followaegnowledgements and representations to and agntemih
the Issuer and the Dealer Manager:

(1) Each investor acknowledges that:

» the Notes have not been registered under the W&uriies Act or any other securities laws and are
being offered for resale in transactions that dbraquire registration under the Securities Actaay
other securities laws, and

e unless so registered, the Notes may not be offegeld, or otherwise transferred except under an
exemption from, or in a transaction not subjecttie, registration requirements of the U.S. Seasiti
Act of any other applicable securities laws, anceath case in compliance with the conditions for
transfer set forth in clause (4) below.

(2) Each investor represents that such investowotsa U.S. person (as defined in Regulation S) or
purchasing for the account or benefit of a U.Sspey other than a distributor, and such investquishasing the
Notes in an offshore transaction in accordance Riulation S.

3) Each investor acknowledges that neither theielssior the Dealer Manager nor any person
representing the Issuer or the Dealer Manager lzakerany representation to such investor with redpebe Issuer
or the offering of the Notes, other than the infation contained in this Offering Circular. The &stor represents
that it is relying only on this Offering Circulan imaking its investment decision with respect ® Motes as it has
deemed necessary in connection with its decisioputghase the Notes, including an opportunity to @gestions
and request information from the Issuer.

4) Each investor represents that it is purchasiregNotes for its own account, or for one or more
other investor's accounts for which it is actingad&uciary or agent, in each case not with a viewor for offer or
sale in connection with, any distribution of the tBl® in violation of the U.S. Securities Act, subjéc any
requirement of law that the disposition of the istea's property or the property of that other irte€s account or
accounts be at all times within its or their cohtind subject to its or their ability to resell tNetes pursuant to any
available exemption from registration under the .US&curities Act. The investor agrees, and eatisexquent
holder of the Notes by its acceptance of the Netdisagree, that the Notes may be offered, soldbtirerwise
transferred only:

(a) in an offshore transaction complying with R888 or Rule 904 of Regulation S,

(b) pursuant to any other exemption from the regigin requirements under the Securities
Act, or

(c) pursuant to an effective registration statemamder the U.S. Securities Agtrovided

that as a condition to registration of transfettaf Regulation S Notes as set forth above,
the Issuer or the Trustee may require deliverymyf @documents or other evidence that it,
in its absolute discretion, deems necessary oragpiate to evidence compliance with
such exemption, and, in each case, in accordartbealiapplicable securities laws of the
states of the United States and other jurisdictions

Each investor also acknowledges that:
» the above restrictions on resale will apply frora thsue date until the date that is forty (40) dafyer
the later of the Closing Date and the last datettielssuer or any of its affiliates was the owokthe

Notes or any predecessor of the Notes (the "Résastriction Period"), and will not apply afteeth
Resale Restriction Period ends, and

» each Regulation S Note will contain a legend suttistiy to the following effect:
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THIS NOTE (OR ITS PREDECESSOR) WAS ORIGINALLY ISSDHEN A
TRANSACTION ORIGINALLY EXEMPT FROM REGISTRATION UNER
THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDETHE
"SECURITIES ACT"). THIS NOTE MAY NOT BE TRANSFERREIN THE
UNITED STATES OR TO, OR FOR THE ACCOUNT OR THE BENE OF,
ANY "U.S. PERSON" WITHIN THE MEANING OF REGULATIONS
UNDER THE SECURITIES ACT, EXCEPT PURSUANT TO AN
AVAILABLE EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND ALL APPLICAEE
STATE SECURITIES LAWS.

(5) Each investor also acknowledges that the IssherDealer Manager and others will rely upon the
truth and accuracy of the above acknowledgemeepsesentations and agreements. The investor atyaei$ any
of the acknowledgements, representations and agmsnthe investor is deemed to have made by itshpse of
the Notes is no longer accurate, the investor pvdimptly notify the Issuer and the Dealer Managéthe investor
is purchasing any Notes as a fiduciary or agenbf@ or more investor accounts, the investor remtssthat it has
sole investment discretion with respect to eachihote accounts and that it has full power to méie above
acknowledgements, representations and agreemeiishaif of each account.
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LEGAL MATTERS

Certain legal matters relating to the Notes will feessed upon for the Issuer by Arnold & Porter LLP,
special U.S. counsel to the Issuer, and by AaromMss&ciados Abogados, special Venezuelan coundéktéssuer.
Certain legal matters relating to the Notes will fmessed upon for the Dealer Manager by Skadders, Siate,

Meagher & Flom LLP, New York, New York and by Gaéie de Abogados Ardila & Asociados, S.C., special
Venezuelan counsel to the Dealer Manager.
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INDEPENDENT AUDITORS

EDC's audited consolidated financial statementsfasd for each of the years ended December 316 200
and 2005 have been audited by Lara Marambio & Astas a member firm of Deloitte Touche Tohmatsu, EDC
independent auditors until June 8, 2007; and ERG&ted consolidated financial statements as offanthe year
ended December 31, 2007 have been audited by Zl€ahrera Vazquez, a member firm of KPMG Intermatlp
EDC's independent auditors since September 27,,280%tated in their respective report appearingihgwhich
reports express an unqualified opinion).
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TAX CONSIDERATIONS

The following is a general description of certaam tonsiderations relating to the Notes. It dogspuoport
to be a complete analysis of all tax consideratigiating to the Notes. Prospective purchases deédNshould
consult their tax advisers as to the consequenesriuhe tax laws of the country of which they eesident for tax
purposes and the tax laws of Venezuela of acquitiedding and disposing of Notes and receiving payts of
interest, principal and/or other amounts underNim¢es. This summary is based upon the law asfattedn the
date of this Offering Circular and is subject ty @hange in law that may take effect after sucle.dat

Venezuelan Taxation

As used herein, the term "Resident of Venezuelalegaly refers to an individual who is physically
present in Venezuela for at least 183 days dutiegcalendar year or the previous calendar yearadedal entity
that either is organized under Venezuelan law omtams a registered branch or a permanent estabést
according to the definition contained in Venezigetak law and/or the tax treaties entered by Veslezwith other
countries.

Generally, if a non-Venezuelan legal entity maiméad permanent office in Venezuela, that officeutdho
be subject to Venezuelan taxation. The term "Nesigent of Venezuela" generally refers to a natpeaton who
is not physically present in Venezuela for a peroceriods aggregating more than 183 days dutiegcalendar
year or the previous calendar year and a legalyethiat neither is organized under Venezuelan lawmaintains a
registered branch or a permanent establishmeneireXuela.

Payment of interest by us on the Notes to holdens are natural persons considered Residents of
Venezuela will be subject to Venezuelan incomestiaa rate of 34%. Capital gains realized by natpeasons who
are Residents of Venezuela from the sale of thed\will be subject to income tax in Venezuela &tta of 34%.

Payment of interest by us on the Notes to holddrs are natural persons considered Non-Residents of
Venezuela will be subject to Venezuelan incomeataa rate of up 34%, unless a lower rate is applécander a
relevant tax treaty with Venezuela. Capital gaealized by natural persons considered Non Residéntenezuela
from the sale of the Notes will be subject to Varaan income tax at a rate of up 34%, unless arloate is
applicable under a relevant tax treaty with Venézue

Payment of interest by us on the Notes to holdene are legal entities who are Non-Residents of
Venezuela will be subject to income tax in Veneaiatla rate of up to 34%, unless a lower rate jdiggble under
a relevant tax treaty with Venezuela. Paymenntdrest will be subject to withholding at sourceagirogressive
rate equivalent to 32.3%. Withheld amounts aréitable towards final income tax liability. Capitmins realized
by legal entities who are Non-Residents of Venezuwell be subject to income tax in Venezuela aat@ of up to
34%, unless a lower rate is applicable under avagletax treaty with Venezuela.

Payment of interest by us on the Notes to holddrs are legal entities who are Residents of Venezuel
will be subject to income tax in Venezuela at & @ftup to 34%. Payment of interest will be subjeavithholding
at source at a rate equivalent to 5%. Withheld ant®are creditable towards final income tax liapiliCapital
gains realized by legal entities who are Residehigenezuela will be subject to income tax in Vamnsa at a rate
of up to 34%.

Payment of interest by us on the Notes to holdene are offshore non-domiciled qualified financial
institutions will be subject to Venezuelan incorag &t a rate of 4.95% payable through withholdi@apital gains
realized by offshore non-domiciled qualified fingaldnstitutions will be subject to Venezuelan inwe tax at a flat
rate of 4.95%.

As the common depositary, an offshore non-domicgadlified financial institution, will be the holdef
record of the Notes issued in global form, we wildke interest payments after withholding 4.95%. déinthe
Indenture we have agreed to pay Additional Amowtsh that you receive the full amount of interestier the
Notes as if the Venezuelan income tax was not egipie.
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Generally, capital gains realized from the saléhefNotes by holders who are entitled to the bémefitax
treaties in effect between Venezuela and the Uriitiadkes, the United Kingdom, Italy, France, Germddortugal,
the Czech Republic, Belgium, Sweden, the Netheda®Wwitzerland, Norway, Barbados, Indonesia, Dekmar
Spain, Canada, Iran, Korea, Cuba, China and Kuwmiliihot be subject to income tax in Venezuela.

We have requested the Venezuelan National Exectiveake the regulatory adjustments necessary to
exonerate payments of interest under the Notescapital gains realized from the sale of the Notesnfthe
Venezuelan income tax. There can be no assur@ateuch tax exoneration will be granted. SeeK'Ristors—
The rate of Venezuelan withholding tax applicabl@ayments in respect of the Notes could be ineakas

Financial Transactions Tax

Effective October 3, 2007, the President of Venkzapproved a tax law-decree on financial transasti
entered into by legal entities known a®¥y de Impuesto a las Transacciones Financieraasl®ersonas Juridicas
y Entidades Econémicas sin Personalidad Jurididander such law-decree, debits on banking accowsuted
by legal entities for the purpose of acquiring thetes will be taxed with an equivalent of 1.5% loé amount of
such debits.

Inheritance and Gift Tax

Transfer of the Notes through inheritance or gifResidents of Venezuela or Non-residents of Veslezu
will be subject to Venezuelan inheritance tax.

Stamp Tax

The issuance of the Notes will not be subjectamsgttax in Venezuela.
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GENERAL INFORMATION

The issue, execution and delivery of the Nogeslteen authorized by a resolution of the boawtirettors
of the Issuer dated March 4, 2008.

Except as disclosed in this Offering Circuldnere are no litigation or arbitration proceedingsiast or
affecting the Issuer or any of its subsidiariegy of their respective assets, nor is the Isswara of any
pending or threatened proceedings, which are ohifig material in the context of the issue of tlue.

Except as disclosed in this Offering Circuldrere has been no adverse change, or any development
reasonably likely to involve an adverse changeh@lssuer's condition (financial or otherwise)general
affairs since December 31, 2007 that is materigthéncontext of the issue of the Notes.

For so long as any of the Notes are outstandiogies of the Indenture may be inspected duringnab
business hours at the office of the Trustee aCingporate Trust Office.

For so long as any of the Notes are outstandingies in English and Spanish of the Issuer'steddi
consolidated financial statements for the yearsedridecember 31, 2007, 2006 and 2005 may be obtained
during normal business hours office of the Trustethe Corporate Trust Office.

In connection with the application for the Notede listed on the Luxembourg Stock Exchangeiesopf
the Issuer'?cta Constitutivaand Estatutos(together with English translations thereof) aniégal notice
relating to the issue of the Notes will be depakjteor to listing with the Trade and Commerce Régiin
Luxembourg, where they may be inspected and cajlitssned upon request.

The Notes have been accepted for clearance ghr@learstream, Luxembourg and Euroclear. The
common code of the Regulation S Notes is 035652htiathe ISIN is XS0356521160.

Application has been made to list the NoteshenQfficial List of the Luxembourg Stock Exchangeldo
trade on the Euro MTF Market of such exchange.cdnnection with the listing application, the Isssier
Acta Constitutivaand Estatutoshave been deposited prior to listing with the Erathd Commerce Register
in Luxembourg, where copies thereof may be obtaimpdn request. Copies of the above documents
together with this Offering Circular, the Indentuad the future annual reports and quarterly repofrthe
Issuer, so long as any of the Notes are outstangiiligoe made available at the main office of TB@nk

of New York (Luxembourg) S.A. The Bank of New Yoftkuxembourg) S.A. will act as intermediary
between the Luxembourg Stock Exchange, the Isswuktree noteholders.
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Independent Auditors’ Report

The Board of Directors and Stockholders
C. A. La Electricidad de Caracas:

We have audited the accompanying consolidated talaheets of C. A. La Electricidad de Caracas amdigiaries (a

majority-owned subsidiary of Petréleos de Venezusla\. - PDVSA) as at 31 December 2007, and tlee® consolidated

statements of income, stockholders’ equity and €asts for the year then ended. These consolidfitedhcial statements
are the responsibility of the Company’s managemedtir responsibility is to express an opinion oasth consolidated
financial statements based on our audit. The dmaed financial statements of C. A. La Electraidde Caracas and
subsidiaries as at 31 December 2006 and for thetlgea ended, presented for comparative purposes audited by other
auditors, whose report thereon dated 16 Februady 2@as unqualified and included an emphasis papdgreporting that

on 8 February 2007, the principal stockholder & @ompany signed a memorandum of understanding Reéthdleos de

Venezuela, S. A. - PDVSA, establishing the guidsdito negotiate the sale of the Company’s shares.

We conducted our audit in accordance with audistandards generally accepted in Venezuela. Theselads require
that we plan and perform the audit to obtain reabassurance about whether the financial statesnaea free of material
misstatement. An audit includes examining, orsaltasis, evidence supporting the amounts andodis@s in the financial
statements. An audit also includes assessingctt@uating principles used and significant estimatesle by management,
as well as evaluating the overall financial statethpresentation. We believe that our audit provideeasonable basis for
our opinion.

As indicated in note 4 to the consolidated finahstatements, Decree 5330 published in Official &tzdated 31 July 2007
established the creation of Corporaciéon Eléctriaibnal, S. A. ascribed to the Ministry of PopuRower for Oil and
Energy. This Decree also establishes that owrneishihe Company’s shares must be transferred tpdZacion Eléctrica
Nacional, S. A. in a period of no more than threarg.

In our opinion, the consolidated financial statetaaeferred to above present fairly, in all mater@spects, the financial
position of C. A. La Electricidad de Caracas andssdiaries as at 31 December 2007, and the resfulteir operations and
their cash flows for the year then ended, in acaoce with generally accepted accounting principlégenezuela.

ALCARAZ CABRERA VAZQUEZ

/s/ Ramon de J. Ostos D.
Public Accountant
C.P.C. 23183

C.N.V. 898

4 March 2008

Caracas, Venezuela



C. A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES
Consolidated Balance Sheets
31 December 2007 and 2006

(In millions of constant bolivars at 31 Decembe®2pD

Assets Note 2007 2006
Current assets:

Cash and cash equivalents 5and 24 304,288 502,154
Accounts receivable, net 6, 10 and 24 , 199 336,856
Inventories, net 7 145,669 102,439
Prepaid expenses 16,608 11,011
Deferred income tax 19 24,341 28,575

Total current assets 681,705 981,035
Property, plant and equipment, net 8 4,996,75 5,164,094
Investments 9 24,743 24,743
Long-term accounts receivable 10 144,189 74,920
Deferred income tax 19 99,699 60,617
Other assets and deferred charges 11 84a5,2 126,216

Total assets 6,061,373 6,431,625

Liabilities, minority interests and stockholders' equity

Current liabilities:

Short-term debt 12 9,580 110,023
Accounts payable 13 206,055 285,606
Other current liabilities 15 224,484 256,057
Total current liabilities 440,119 651,686
Long-term debt 12 554,499 686,501
Employees' severance indemnities 16 246,86 113,096
Other liabilities 17 181,659 135,116
Total liabilities 1,423,137 1,586,399
Minority interests in consolidated subsidiaries 4,839 3,625
Stockholders' equity 20
Updated capital stock (equivalent to nominal
capital stock of Bs329,221) 3,515,249 3,515,249
Paid-in surplus 546,479 546,479
Surplus from merger 62,825 62,825
Retained earnings
Unappropriated 163,476 369,120
Legal reserve 352,423 352,423
Total retained earnings 515,899 721,543
Accumulated translation adjustment %8)0 (4,495)
Total stockholders' equity 4,633,397 4,841,601
Total liabilities, minority interests and stockhetd' equity 6,061,373 6,431,625

The accompanying notes are part of the consolidatadcial statements.



C. A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES
Consolidated Statements of Income
Years ended 31 December 2007 and 2006
(In millions of constant bolivars at 31 Decembe®20
except for net income per share and ADS)

Note 2007 2006
Operating income:
Sale of electric energy 1,587,369 1,845,173
Services rendered 84,875 67,635
Total operating income 1,672,244 1,912,808
Cost of electric energy sold:
Generation and purchase of energy 477,107 381,530
Transmission and distribution 325,027 263,961
Depreciation and amortization 496,254 529,020
Total cost of electric energy sold 298,388 1,174,511
Gross profit 373,856 738,297
General and administrative expenses 321,261 364,060
Operating income 52,595 374,237
Integral financial income, net 22 59,766 28,432
Other income, net:
Other (expenses) income, net 26,909 (24,434)
Gain on sale of trading securities 51,862 33,921
Equity interest in affiliate - 705
Total other income, net 78,771 10,192
Income before income tax and minority interests 191,132 412,861
Income tax, net 19 89,972 101,852
Income before minority interests 01160 311,009
Minority interests in the results of consolidatetdbsidiaries 1,276 667
Net income 99,884 310,342
Net income per share 30,34 96,84
Weighted average of outstanding shares 3 3,292,214,078 3,204,529,573
Net income per ADS 3 1,517 4,842

The accompanying notes are part of the consolidatedcial statements



C. A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES
Consolidated Statements of Stockholders' Equity
Years ended 31 December 2007 and 2006
(In millions of constant bolivars at 31 December 2007)

Updated Retained earnings Accumulated Total
capital Paid-in Surplus Un- Legal translation stockholders'
stock surplus from merger appropriated reserve Total adjustment equity
Balances at 31 December 2005,
previously reported 3,495,877 469,885 62,825 418,659 352,423 771,082 (1,756) 4,797,913
Accumulated effect of adoption of accounting
principle to recognize asset
retirement obligations (note 8) - - - (4,479) - (4,479) - (4,479)
Balances at 31 December 2005, restructured 3,495,877 469,885 62,825 414,180352,423 766,603 (1,756) 4,793,434
Increase in capital stock 19,372 76,594 - - - - - 95,966
Net income - - - 310,342 - 310,342 - 310,342
Dividends declared - - - (355,402) - (355,402) - 355/402)
Translation adjustment - - - - - - (239 (2,739)
Balances at 31 December 2006, restructured 3,515,249 546,479 62,825 369,120352,423 721,543 (4,495) 4,841,601
Net income - - - 99,884 - 99,884 - 99,884
Dividends declared - - - (305,528) - (305,528) - (305,528)
Translation adjustment - - - - - - (2,p60 (2,560)
Balances at 31 December 2007 3,515,249 546,479 62,825 163,476 352,423 515,899 ,055) (7 4,633,397

The accompanying notes are part of the consolidated filatataments.
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C. A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years ended 31 December 2007 and 2006
(In millions of constant bolivars at 31 Decembe®2pD

2007 2006
Cash flows provided by operating activities:
Net income 99384 310342
Adjustments to reconcile net income to cash praviole (used in) operating activities -
Loss on sale of property, plant and equipment 1129 6382
Return on short-term investments - (5,452)
Depreciation of property, plant and equipment 484895 517811
Amortization of deferred charges 11359 11209
Accrual for employees' severance indemnities 178500 82008
Translation adjustment (2,560) (2,739)
Equity interest in affiliate - (705)
Interests of minority stockholders in the resultsansolidated subsidiaries 214 66!
Effect of monetary adjustment of items of financawivities (147,107) (178,128)
Changes in operating assets and liabilities -
Decrease (increase) in:
Accounts receivable, net 76788 (24,891)
Inventories, net (43,230) (4,522)
Prepaid expenses (5,597) 10662
Other assets and deferred charges (429) 17708
Deferred income tax (34,848) 69
Increase (decrease) in:
Accounts payable and other current liabilities (111,124) 68952
Other liabilities 46543 5170
Total adjustments 455533 505324
Net cash provided by operating activities 5857 815666
Cash flows from investing activities:
Additions to property, plant and equipment (332,793) (248,419)
Sale and/or retirement of property, plant and eaeipt 15112 11998
Restricted short-term investments - 129821
Decrease in investments - (6,992)
Net cash used in investing activities (317)681 (113,592)
Cash flows from financing activities:
Financial debt (85,338) (286,098)
Cash dividends (305,528) (355,402)
Payments of employees' severance indemnities (44,736) (90,016)
Capital stock increase - 95966
Net cash used in financing activities (435)602 (635,550)
(Decrease) increase, net in cash and cash equivalen (197,866) 66524
Cash and cash equivalents at beginning of the year 502154 435630
Cash and cash equivalents at the year-end 304288 502154
Supplementary information -
Payments made during the year for:
Interest 67664 106685
Taxes 44067 45566

The accompanying notes are part of the consolidatadcial statements.
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OPERATIONS

C. A. La Electricidad de Caracas (EDC), founded 895, is an integrated company that generatessrras and
distributes electricity to the metropolitan areaG#Hracas, the cities of Guarenas, Guatire and leggids in Miranda
State, the city of La Guaira and other zones ofgdarState, and the city of San Felipe in YaracageSthrough its
subsidiary C. A. Luz Eléctrica del Yaracuy (CaleyAlso, EDC through its subsidiary Generacién depMfa
Genevapca, C. A. supplies electric energy and gasfineries in Cardén and Amuay, in Falcon Statened by
PDVSA Petrdleo, S. A. On 15 May 2007, Petroleosvdeezuela, S. A. (PDVSA) purchased 93.60% of EDC's
shares, thus becoming the principal stockholdeh@fCompany.

The shares of the Company are listed on the CaiGtoak Exchange and the New York Stock Exchangthdrform
of ADRs and on Latibex, (Latin America’s most imfaot stock exchange), located in Madrid, Spairtheaform of
American Depositary Shares (ADSs). In 2007, assalt of the takeover by PDVSA, ADRs issued irnvimas years
were in their majority purchased by PDVSA on thesN¥ork Stock Exchange.

PUBLIC OFFERING OF OUTSTANDING SHARES OF EDC

On 5 February 2007, the Ministry of Popular Powar ®il and Energy and AES Corporation (AES) entdred a
Memorandum of Understanding establishing that #uigs would execute final agreements so that twempment
or an appointed entity could purchase the intes€#ES Corporation and its affiliates in EDC, indlng all shares
and ADSs, for a total price of U.S.$739,260,000.

On 8 February 2007, PDVSA subscribed a Memorandubnderstanding with AES Corporation, whereby PDVSA
would purchase the latter's interest in EDC unde same terms and conditions as in the Memorandum o
Understanding dated 5 February 2007.

On 15 February 2007, AES Corporation and its whollyned subsidiary, AES Shannon Holding B.V. exedwn

agreement with PDVSA setting forth the terms andditions for the purchase by PDVSA of all of theues held
by AES, representing an 82.15% interest in EDC fandhe price agreed on 5 February 2007. On 2142807, the
National Securities Commission issued Resolutio®-2d07 authorizing disclosure of the Public OfferRurchase
all outstanding shares of EDC by PDVSA, in accocgamith the provisions of the Capital Markets Landa
standards for a public offer to purchase, exchaargktakeover for business entities making publfersefand other
related rights.

On 8 April 2007, PDVSA made a public offer to pussh, which is outlined below:

PDVSA offered to purchase all of the 3,292,214 ,@t8standing shares of EDC, free of liens, privieggusts,
preferential rights, attachments, restrictions @ms$fers and encumbrances or any legal measuneghbrthat may
affect their transferability or disposal.

The price in Venezuela was the equivalent in baodivaf two thousand seven hundred thirty-four thodslas dollars
of the United States of America U.S.$0.2734 pereshdetermined at the official exchange rate of,BSQ. The sum
of U.S.$0.2734 is equivalent to five hundred eigbtyen bolivars and eighty-one cents Bs587.81. dffex in
Venezuela was open to all stockholders. No ADS®waecepted in Venezuela; nevertheless, ADSs vesepéed in
the United States of America.

Parallel to the offer for outstanding shares in &arela, PDVSA made another offer in the UnitedeStaf America
to purchase all outstanding ADSs of EDC, at a pdt¢hirteen dollars and six thousand six hundredesty-five
thousandths U.S.$13.6675. Each ADS representOfDdhares.

On 8 May 2007, the public offer for outstanding EBlares ended. On 15 May 2007, 3,081,780,522 sharee
transferred to PDVSA, making it the majority stoolder of the Company, with a share interest of 0%6 At 31
December 2007, PDVSA holds 3,082,085,522 sharessepting 61,078,025 ADRs, which amounts to a share
interest in EDC of 93.617% and 99.973%, respegtivel
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BASIS OF PRESENTATION

@)

(b)

Presentation of Consolidated Financial Statements

The Company prepares its consolidated financiaéstants in accordance with generally accepted aticmu
standards approved by the National Securities Casion of Venezuela and based on Venezuelan generall
accepted accounting principals issued by the VeslamuFederation of Public Accountants.

The consolidated financial statements have beeataddo record the effects of the loss in purclagiower
of the bolivar resulting from inflation in Venezaglin accordance with Statement of Accounting épies 10
(DPC - 10) “Standards for Preparation of FinanSi&tements Adjusted for the Effects of Inflation”.

The Company restated its consolidated financiaestants in terms of purchasing power bolivars at 31
December 2007, using the general price-level mettmatithe Consumer Price Index for the Metropoliasa

of Caracas published by the Central Bank of VenkezueFurthermore, all financial information at 31
December 2006 has been updated in terms of bolataBd December 2007 for comparison in a currerfcy o
homogeneous purchasing power.

The CPIs published by the Central Bank of Venezaathused to record the effects of inflation follow

Accumulated Inflation
CPI %
31 December 2007 752.9045 22.45
31 December 20( 614.831! 16.97
31 December 20( 525.648! 14.3¢

Principles of Consolidation

The consolidated financial statements include tbeoants of C. A. La Electricidad de Caracas and its
subsidiaries, at 31 December 2007 and 2006, |tstéamiv:



Subsidiary

C. A. Luz Eléctrica del Yaracuy and subsidiary

Generacién de Vapor Genevapca, C. A.

Administradora Serdeco, C. A.

Energia y Servicios Industriales Enerxis, C. A.

and subsidiary

Phoenix Internacional, C. A.

Titulos Venezolanos, C. A. (TIVENCA)

EDC Network Comunicaciones, S. C. S.

Share
interest

100

100

100

100

100

100

80
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Closing
date

-121

31-12

31-12

30-09

31-12

31-12

31-12

Domicile

Yaracuy State

F&taite

Business

Vertically integrated company thatgnaits, distributes
and markets electricity to municipalities in Yaracuy
State.

Designs, builds, operates, sells, leases, mairdaits
manages power generation plants throughout the
country. Renders electricity and gas generation services
to Cardén and Amuay refineries.

Capital Distri Provides collection services and performs all actisitie

Capital District

and legal business relating to such services.

Develops projects aimed at tele@nergy production
and provides industrial services, including joint,
auxiliary or complementary activities.

Monagas State ovikes marketing, sale and supply services to the oil

Capliastrict

Capitstrict

industry and operates surface plants for treatment,
filtering and injection of water and other liquids;
generates and injects steam for secondary or tertiary
recovery of hydrocarbons.

Renders various services to other companiesimgl&o
custody of assets and performs transfer agentitéeesiv

Establishes and operates networks and
telecommunications services in all of the forms
recognized by current laws; a wholesale supplér
transportation services from different locations in
Venezuela to telecommunications operations.



Share Closing

Subsidiary interest date Domicile Business
Electricidad de Caracas Finance B. V. and 100 31-12 Netherlands The purpose of the Company is to iocatg,
subsidiary participate in, supervise businesses and other

companies, finance transactions and companies, obtain
and grant loans, including debentures, drafts or other
securities or financial instruments, and execute

agreements relating to such activities.

C. A. Luz Eléctrica de Nueva Esparta 100 31-12 Capitsirict  Generates, transports, distributes and sellsctet
energy, and uses it in subsidiary expansions; creates
and promotes new uses for such energy.

EDC Soluciones Tecnoldgicas, C. A. 100 31-12 CapitsfrBt  Invests and acts as stockholder or controlling nrin
companies providing telecommunications services in all
forms approved by law.

EDC Energia Global y Soluciones 100 31-12 Capital District ~ Exploration of telecommunioas and related services;

Tecnoldgicas, C. A. installation, operation and maintenance of
telecommunications networks, and any other related
aspect in national and foreign territory.

EDC Network Soluciones, C. A. and 100 31-12 Capital District  Invests and acts as stockhaldeontrolling partner in
subsidiary companies providing all approved typesof
telecommunications services.

The subsidiaries Titulos Venezolanos C. A. (TIVENCEnergia y Servicios Industriales Enerxis, C.aAd
its subsidiary, EDC Energia Global y Solucione§ elecomunicaciones,
C. A, EDC Soluciones Tecnologicas, C. A. and CLéz Eléctrica de Nueva Esparta are currently inact

Subsidiaries are controlled by EDC. Control existeen EDC has direct or indirect power to govera th
financial and operating policies of an entity sot@®btain benefits from its activities. In assegscontrol,
potential voting rights that are currently exerbigaare taken into account. The financial stateémerf
subsidiaries are included in the consolidated firgnstatements from the date that control comme il
the date that control ceases.

All significant balances and transactions betweampmanies were eliminated in consolidation.

(c) Foreign Currency Transactions

Transactions in currencies other than the U.S.adddre converted at the exchange rate effectivahen
transaction date. Monetary assets and liabilitiesurrencies other than the U.S. dollar are cateeeinto
dollars using the exchange rate applicable ondperting date. Exchange gains and losses arededan the
statement of income.

(d) Off Balance Sheet Instruments

In the normal course of business, EDC holds ofabe¢ sheet financial instruments for commitmentissae
loans and commitments for letters of credit. Thésstruments are deemed commitments when the
corresponding agreement is executed and are retandihe financial statements upon disbursemeritesé
transactions have fixed maturity dates, but in scases they expire without disbursements being made

(e) Segment Reporting

The Company operates mainly in Venezuela. Hisalsicthe Company has been organized for the perjpbs
decision making by management into vertically inégd electricity operations and non-electricitginesses.
The latter represent a lower volume of transactiamsl the sum thereof is not significant comparéiti the
electricity business. Consequently, all operaagments of the Company are comprised mainly ctraéy
transactions under a vertically integrated strueturOperating costs incurred under a verticallegnated

F-11



()

(@
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structure are taken from the internal reports @& @ompany and monitored by management. Income is
determined based on the regulated fees for end.us@ecause these fees are not separately establish
each business unit, operations are vertically natiegl and allocation of income is not performed by
management. Therefore, management does not reycirtactivities as separate business units, ageddoy
International Accounting Standard 14 (IAS - 14) §8&nt Reporting”.

Restructured Financial Statements

The Company analyzed property, plant and equipragtite subsidiary Generacién de Vapor Genevapca, C.
A., based on International Accounting Standard 18S(16) “Property, Plant and Equipment” and
International Accounting Standard 37 (IAS - 37)dWisions, Contingent Liabilities and Contingent &S,

and decided to record the retirement obligatiomgese assets according to the energy and stesanagnt.
Pursuant to that standard, the latter was recoregdactively. The effect of applying this stardiao assets,
liabilities and stockholders’ equity for the yeaided 31 December 2005 and the results of opesatwr2006

is summarized below (see note 8):

Increase (decrease)

Assets - property, plant and equipment 2,27¢
Liabilities - asset retirement obligation, 6,75
Effect on stockholders' equity at 31 December 2005 4,479)
Effect on consolidated net income for 2 (1,219
Net effect on stockholders' equity (5,698)

Classification of Current And Non-Current Balances

Balances presented in the accompanying consolidbtddnce sheets are classified according to their
maturities. Those balances maturing in twelve memr less are deemed to be current and those ingatur
over a longer term are classified as non-current.

Cash and Cash Equivalents

Cash and cash equivalents include cash in banksaestments in time deposits maturing in less tihage (3)
months. The effect of inflation and exchange rfdetuations on cash and cash equivalents is pteden
separately in the consolidated statements of dastsf These consolidated statements of cash floare
prepared using the indirect method based on Statieofiédccounting Principles 11 (DPC - 11) “Statertseof
Cash Flows”.

Allowance for Doubtful Accounts

The allowance for doubtful accounts is the bestrege prepared by the Company of possible losses of
existing trade accounts receivable and is basetherhistorical experience of write-offs for suctcawnts.
EDC's policy is to create an allowance of 100% Ibfagcounts receivable more than 365 days overdue a
50% of accounts receivable between 180 to 365 dagsdue, except for large clients and official ges,
which are evaluated separately.

Accounts Receivable from Official Entities

These accounts receivable are recorded and subw#bqueeasured at fair value using the valuation
methodology of net estimated present value baseéxpected discounted cash flows over the collection
period expected by management in accordance wignnational Accounting Standard 39 (IAS - 39), effifee
since 2005.

Inventories

Inventories are presented at the lower of averaget io bolivars of purchasing power at 31 Decen#7
and realizable and/or recoverable value. Invenitotyansit is recorded at the cost of each shigmen

F-12



o

(m)

(n)

Prepaid Expenses

Prepaid expenses in the consolidated balance sbeetspond mainly to insurance policies acquirgdhe
Company to cover risks.

Property, Plant and Equipment

Property, plant and equipment are stated at cdstims of bolivars of purchasing power at 31 Decen#®07,
which do not exceed their usage values. Depreciati determined using the straight-line methodetasn
the cost of assets adjusted for inflation overatiginal estimated useful lives of the assetspdews:

Years
Property, plant and equipment 20, 25, 30 and 38
Other propert 3,5,10, 14, 20, *

Disbursements for maintenance and repairs are eddamincome in the year when incurred, whereasetffor
renewal or improvements which substantially inceedélse useful lives of assets are capitalized. Majo
maintenance costs scheduled approximately eveey(§y years are capitalized when incurred.

Construction in process is presented at cost iivéaa of purchasing power at 31 December 2007, dbase
acquisition dates.

Management includes under this item any spare padgpermanent maintenance equipment that maydzk us
for a term longer than one year. Spare parts auodpment are capitalized in property, plant andigeent,
once the corresponding projects have been complateatcordance with International Accounting Stanad
16 (IAS - 16) “Property, Plant and Equipment”.

The energy and steam contract with the subsidiage@acion de Vapor Genevapca, C. A. provides fer th
disposal of assets if there is not a sale agreeimetihe end of the contract. The Company has detba
higher value, to include the present value of estinl cost for the disposal obligation at the begmmof the
useful lives of assets. This estimate is revieaedn annual basis so that the provision refldatspresent
value of all estimated future costs. The valueas$ets is adjusted only for variations from initialst.
Variations of the provision for financing costs ageorded under financial expenses.

Investments

The Company classifies its investment securitieadoordance with the following three categorieading,
available-for-sale or held-to-maturity, pursuant Satement of Accounting Principles 15 (DPC - 15)
“Accounting for Investments”.

Trading securities are purchased and held mainkyetgsold in the short term. Held-to-maturity sé®s are
used by the Company for the purpose of being helchaturity. All securities not included under tiragl
securities or held-to-maturity securities are deg@aeailable-for-sale.

Trading securities and available-for-sale secugitiee recorded at fair value. Unrealized gainslasses on
trading securities are included in income of thary@hen incurred. Unrealized gains on availableste
securities are recorded as a separate componstaakholders’ equity until they are realized.

Held-to-maturity securities are presented at amedticost, adjusted for the amortization of premiuwns
recognition of discounts. Decrease in the marlatier of any held-to-maturity investment, below dtsst,
other than a temporary effect, results in a deer@ashe carrying value. Impairment is chargeithtmme and
a new cost base for the investment is establisffgdmiums are amortized and discounts recognizeskdon
the maturity of held-to-maturity securities as ajuatment using the effective interest method.

F-13



(0)

P)

(@)

Premiums and discounts are amortized or creditegr ¢ve life of held-to-maturity or available-forlea
securities as an adjustment to return using thec¥e interest method. Income from interest ainéddnds is
recorded when due.

Investments with a share interest from twenty petr¢20%) to fifty percent (50%) and investmentgdamt
ventures are recorded using the equity methodm&agnt investments in companies with a share sitefe
less than twenty percent (20%) are recorded atadjsisted for inflation, and cash dividends areortul as
income in the year received.

Interests in foreign companies are based on theevad the interest in bolivars, translated into tespective
currency, in accordance with Statement of Accountifrinciples 12 (DPC - 12) “Accounting for Foreign
Currency Transactions and Conversion or Translatibfroreign Operations”. The procedures appliegl ar
presented below:

= Assets and liabilities are converted at the exchaate effective at year-end.
L] Income and expenses are translated at the exchategeffective on the transaction date.
L] The effect of translation is presented in the ctidated statements of stockholders’ equity as

accumulated translation adjustment.

The Company periodically reviews its equity investits for signs of impairment. When the fair vatiiean
equity investment is less than its carrying valmanagement determines if the decline in valuerigpteary.
If it is determined that the decline in value isetthan temporary, an impairment loss is recottdeduce
the carrying value of the investment to its failuea

Other Assets

Other assets comprise mainly deferred charges geptieg expenses incurred that will benefit futyears,
which are amortized using the straight-line metloodr three (3) to five (5) years, and are recordedost
restated using the CPI coefficient, net of restati@drtization.

Employees’ Severance Indemnities

The Company accrues the liability for Employeesv&ance Indemnities established in the Organic Labo
Law and/or the Collective Labor Contract, basedhenbenefits to which employees are entitled iftresign
immediately, which includes seniority as a vesigttrof employees.

Pension Funds and other Postretirement Benefits

The Company uses the methodology required by latemmal Accounting Standard 19 (IAS-19) "Employee
Benefits", effective since 1999, to determine amcbrd obligations with employees for retirementngland
postretirement benefits.

For retirement plans with defined benefits, thet afsbenefits is determined using the Projectedt @nedit
Method with actuarial values determined by indegemdactuaries using nominal discount rates, return
assets, salary progressions and projected incréasasdical costs to determine the obligation o diate of
the consolidated balance sheets, and liabilitiess ggemed monetary for inflation-adjustment purposes
Actuarial gains and losses in excess of ten per(Edfo) of the present value of the Company’s bénefi
obligations is amortized over the remaining averageected useful lives of employees. Past senosts are
recorded immediately when benefits have alreadynbeeeived, otherwise, they are amortized using the
straight-line method over the average period wadditional benefits are acquired.

Measurement of pension obligations, costs andliligisi depends on several long-term aspects, imnetud
estimated present values of future payments ofipesisor employees included in the plan, and prdiglof
potential future events, such as increase in mimmuban salaries and demographics. These aspegts m
affect the amount and date of future contributionfurthermore, the trustee of the plan performs an
independent fair value valuation of pension plasets
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Inflation for the Company is based on the evalumatid external market indicators. Salary increaass
recorded based on current long-term experiencardyperspectives and projected inflation. Actdaraues
are determined based on specific experience gEtdmpany combined with published statistics.

At 31 December 2007, the Company has provided ftmgsrtially cover liabilities for postretiremebénefits.

The Company provides certain medical benefits gaetired employees and accrues costs of postretine
benefits as current employees earn these benefits.

Current and Deferred Income Tax

Income tax expense for the year comprises curmeshidgferred tax. Current tax is the expected tpaple on
net taxable income of the year, using current &es at the date of the consolidated balance sheets

Deferred tax is recognized using the balance shesthod in accordance with Statement of Accounting
Principles 3 (DPC - 3) “Income Tax Accounting”, whiestablishes that deferred tax assets and tiabilnust

be recorded for future tax consequences of diffe@srbetween the carrying amounts of assets anitigsbin

the financial statements and the correspondindpéaes, as well as tax loss and tax credits camgials. The
amount of deferred tax assets and liabilities iemheined based on the expected tax rates applitaléxable
income in the year in which temporary differences eecovered or paid. The effect of income tax rat
changes on deferred tax assets and liabilitieederded in the statement of income in the yeartickwthey
come into effect.

When assessing the reasonableness of deferred stetsa the Company’s management considers the
probability, beyond any reasonable doubt, that@mion of the deferred tax asset is not realizafdibe final
realization of deferred tax assets depends onwthitadility of taxable income in the years in whimporary
differences are deductible. Based on historicaleernce of generating taxable income and currstitnates

of future taxable income in years in which tempypraiifferences will become deductible, management
believes that it is probable that the Company wékllize the benefits of these temporary items, aiehe
valuation allowance at 31 December 2007 and 200@;ekier, deferred tax assets deemed realizable may
decrease in the near future if the estimates ofélincome are reduced.

Investment tax credits for property, machinery aogiipment are recorded under income tax expenseeof
year in which these assets become operational @bal the amount of the tax expense. Any excesssinvent
tax credits, as well as tax loss carryforwards andsed tax credits for the year are carried forwardhree
fiscal years, except for the tax loss related ®régular fiscal inflation adjustment, which is raed forward
for one year; in which case, the tax benefit isspreed as an extraordinary item in the consolidatatément
of income.

Commitments and Contingencies

The Company estimates and records in the consetidatancial statements provisions for legal caygincies
for labor, civil, commercial and tax matters, agrents with third parties or other, based on theuaistances,
pursuant to Statement of Accounting Principles (D 8) “Contingencies”, which based on the opinién
external legal advisors are probable and reasorytifiable. The Company records provisionsrtgkinto
account the best information available for currebligations as a result of past events, the amotisuch
obligation and the probability of using resouraegoiving benefits to pay such obligation.

Impairment of Long-Lived Assets

On an annual basis, the Company evaluates thesmasi of Technical Publication 17 (PT-17) “Usagdu¢a
and Permanent Loss of Value of Long-Lived Assdtsetermine whether the carrying value of its lingd
assets is subjected to events or changes in citauges that may indicate that the net value oftassay not
be recoverable. The recoverable value of an asské higher of the fair value less selling castl &#s usage
value. Usage value is the present value of futliseounted cash flows expected to be generatedséyot
disposal of the assets. In the event that caghglomjections are not sufficient to recover thergianig value of
assets, these are adjusted to reflect their reableralue. In order to assess impairment, assetgrouped at
the lowest level of cash flows identified separafebsh-generating unit).
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If the recoverable value of an asset or cash-géingranit is less than its carrying value, the gang value of
the asset or cash-generating unit is reduced teémverable value, immediately recording an impaint loss.
At 31 December 2007 and 2006, no impairment losfoftg-lived assets has been recorded.

Management of the Company believes that its fuesBmated cash flows are reasonable; nevertheless,
changes in estimates resulting in lower future cistvs or fair values caused by unexpected business
circumstances may adversely affect the valuatidord-lived assets.

Recognition of Income and Expenses

Income from sale of power is recorded in the yeawhich the service is rendered. Income from sewi
provided is recorded in the year delivered. Opegancome includes unbilled income from energyrilisited

at 31 December 2007 and 2006. This amount wasdedl under trade accounts receivable in the cateteli

balance sheets. Unbilled income is determinechtpkito account the number of days not invoicedhia

month, the estimated amount of power provided dusach term and the average price according taye
of consumer for that month. Expenses are recobdsdd on actual expenses incurred.

Interest income is accrued periodically using thestanding principal balance and the applicableréast rate.

Bank Risks

The treasury investments of the Company and itsididyies are in custody of the top ten (10) Fimanc
Institutions determined by the Superintendency aifl& in Venezuela (SUDEBAN) according to their &sse
in their last annual report and complemented bylyatings issued by qualified consultants.

Concentration of Operations

The Company purchases fuel and gas to operatéaitssgfrom the only local supplier, Petréleos dedauela,

S. A. (PDVSA) and its subsidiaries. During thergeended 31 December 2007 and 2006, purchasesHtiiem
vendor amounted to approximately Bs235,245 milkma Bs239,372 million, respectively, equivalenbt¥o

and 57%, respectively, of total power generatiod paorchase expenses. As a result of these tramssct
balances payable to this supplier at 31 Decemb®7 2thd 2006 amounted to approximately Bs118,358
million and Bs127,402 million, respectively.

The Company is party to an interconnection agreé¢rtagether with the main electricity companies e t
country, CVG Electrificacion del Caroni, C. A. (CVEDELCA), Compaiiia Anénima de Administracion y
Fomento Eléctrico (CADAFE), and Energia Eléctriea\éenezuela, S. A. (ENELVEN), establishing general
operating conditions for the interconnected sysaath exchange of electric energy among these comepami
the purpose of meeting the energy requirementdi®fcbuntry. Prices of these exchanges are agnedideb
National Government through resolutions publishre®fficial Gazette.

Fair Value of Financial Instruments

Financial instruments are recorded in the constdiflebalance sheets under assets or liabilitiesheit t
respective market values. Carrying values of carsth cash equivalents, restricted short-term invests
accounts receivable and accounts payable approxithair fair market values, due the short-termumit of
these instruments. Management believes that thrgirng value of loans and other financial obligasowith
interest subject to market rates approximate tfairmarket value. EDC has not identified finah@asets
that may be deemed derivatives and records transaatith financial instruments on the date of rtegmn.

Net Income per Share and per American DepositaryaBts (ADS)

Net income per share at 31 December 2007 and 29Q0fetermined based on the weighted average of
outstanding shares, which in the years then endexlats to 3,292,214,078 and 3,204,529,573, resedyti
with a nominal value of Bs100 each.

Net income per ADS is determined by multiplying thet income per share of each year by the number of
ADS. At 31 December 2007 and 2006, each ADS ispem®d of 50 common shares of the Company.

F-16



@

Income from Monetary Position

Income from monetary position of the year is thifedénce between the net estimated monetary positim
the actual net monetary position at year-end. d$tamated net monetary position is determined hystidg
the net monetary position at the beginning of tearyfor net changes in items affecting it, updatef the
date of the consolidated financial statements bagetie average CPI (see note 23).

(4) REGULATION, RATES AND OTHER ASPECTS INHERENT TO THE ELECTRICITY SECTOR

(@)

Regulation

The electricity industry in Venezuela is governadtihe Organic Law for Electricity Services (herdiea the
Law), enacted on 31 December 2001, thus supersedieagee Law for Electricity Services dated 21
September 1999 and other legal provisions and agiguk contrasting with this new Law. Howeverjces
69 and 71 of Decree 1558, dated 13 November 1%9@rding determination of rates and the provisiests
forth in Decree 368, dated 27 July 1989 on StarslfodDetermining Electricity Service Fees publidlm 6
October 1989, will remain in effect until new standls are enacted.

The most relevant aspects of this Law include tilewing:

L] Legal, accounting and management separation oWi@es relating to generation, transmission,
distribution and marketing of services; therefdmo or more generation, transmission or management
activities of the national electricity system, aslivas distribution thereof, may be performed bg th
same company. Specialized activities may be choig by distributors at fees regulated by genesato
or companies specialized in marketing power andteteenergy.

= Competition in generation and specialized marketivag been enabled, prior authorization by the
National Electric Energy Commission.

L] Unrestricted access to transportation capacityafsimission and distribution networks to other agen
of electricity services, as well as large usersictvtwill be compensated in accordance with this Law
and any related standards issued by the Natioealfit Energy Commission.

= Establishment of regulatory agents, such as théohklt Electric Energy Commission, the National
Center for Management of the Electricity System #¥itblesale Electricity Market, in which different
electricity service agents will be grouped, speaifly those in the areas of generation and disiobuy
as well as large users.

The Law provides for gradual implementation of agrtresolutions, initially establishing 31 Janu2603 as
the deadline for the legal, accounting and managéseparation of generation, distribution, transiois and
marketing activities of this service. An extensafrthis term was approved by the Ministry of P@yuPower
for Oil and Energy (MENPET), formerly the Ministof Energy and Mining, until 31 January 2004.

This term has not been officially extended. Alsloe Law includes provisions restructuring regulasio
through a new economic scheme. However, the dufemnstructure must remain the same until the new
system is implemented.

As it is essential to establish compensation adegrh each of the activities of the Electricityr@ee, prior to
separating activities and in light of the issuethimi the sector, MENPET requested an extensionredfte
National Assembly, which is in charge of making adments to this Law. To date, the governing boay h
not demanded compliance from companies in the seet@arding the separation of activities agreedé¢o
completed by 31 January 2004.

Expanding on the provisions established in the abwntioned Law, on 25 November 2003, Official Gezet
N° 37825 was published containing Resolution N° 8L.MENPET setting forth the Regulation of the Seev
for the purpose of establishing standards and tiondito govern electricity distribution servicasdarelations
between distributors and users. This same Gazett¢ained Resolution N° 315 of MENPET aimed at
establishing Quality Service Standards to be caedplith by agents distributing electricity, to eresthat
users receive electricity services in accordandé thieir requirements and at the least possiblé c@n 23
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August 2004, Official Gazette N° 38006 was publiékentaining a new version of the Quality Standdeds
Distribution Services, mainly amended with regaimishe terms of application of the different phaséshis
legal provision.

On 5 September 2005, the Vice Minister of Energguésl a notice to EDC indicating that MENPET is
considering an extension to the application of BHaxf the Quality Standards for Distribution Sees; that is,
the phase requiring adjustment of processes areraygs

The National Center for Electricity System Managem@CNGSE) was officially created by the National
Government in Decree N° 5026 of the PresidencyhefRepublic, published in Official Gazette N° 38576
dated 1 December 2006. The main functions of CN@®E control, supervision and coordination of
integrated operation of resources for Generatiah Bransmission of the National Electricity Syste@NGSE

is a government company, incorporated as a buskwsy, in which the Bolivarian Republic of Veneta,
through MENPET, is a stockholder.

Organic Law for Reorganization of the Electricityestor

On 31 July 2007, Official Gazette N° 38736 was [mitdd containing Decree Law N° 5330 enacting the
Organic Law for Reorganization of the Electricitgc®or, issued by the president of the Bolivariaputdic of
Venezuela. Its purpose is to reorganize the Nati@tectricity Service to improve service qualignhance
efficiency in the use of the main sources for epepgoduction and system operation and redistribute
workloads and functions of sector operators.

This Decree establishes the incorporation of Capion Eléctrica Nacional, S. A. ascribed to MENPES a
state-owned operating company in charge of gemgratiansmission, distribution and marketing ofctieal
energy and power. The capital stock will be deteeth and subscribed 75% by the Bolivarian Republic
Venezuela through MENPET and 25% by Petréleos deXigela, S. A. (PDVSA).

This Decree establishes that CVG Electrificacioh@rroni, C. A. (CVG EDELCA), ascribed to MENPET, a
a subsidiary of Corporacion Eléctrica NacionalASand orders the merger of all electricity compeanivithin

a term of three years, forming part of the Corporatand its Board of Directors is in charge of hoating
this process. Article 14 of this law establishiesttthe provisions of the aforementioned decreé privail
over those established in the Organic Law for Eieity Services, Value Added Tax Law, Organic LaW o
Municipal Public Power and the Organic Law for RabAdministration, in any aspects contradicting or
colliding with the foregoing decree.

Energia Eléctrica de Venezuela, S. A. (ENELVEN),deesa Nacional de Generacion, C. A. (ENAGEN), C. A.
de Administracién y Fomento Eléctrico (CADAFE), C\Electrificacion del Caroni, C. A. (CVG-EDELCA),
Energia Eléctrica de la Costa Oriental del LagoAC(ENELCO), Energia Eléctrica de Barquisimeto AS.
(ENELBAR) and Sistema Eléctrico del Estado Nuevadfs, C. A. (SENECA), as well as all other
subsidiaries of Corporacién Eléctrica Nacional, AS, within a term of three (3) years beginning dre t
effective date of that decree, must merge intinglsilegal entity. These companies must trandfaf @heir
assets and liabilities to Corporacion EléctricaiNaal, S. A.

Also, the Decree establishes that because of thertance of the electricity service in the develepinof the
country and its social welfare and since this ragoh exceeds municipal and state boundaries,dfivtees of
generation, transmission, distribution and marlgetfi power and electric energy will not be subjecstate
and municipal taxes. All goods traded and servieagslered among the different electricity compamiesnot
subject to any taxes in accordance with the Valdded Tax Law.

Territorial Reorganization of Distribution of Poweand Electric Energy

On 8 October 2007, Official Gazette N° 38785 waslighed containing Resolution N° 190 of MENPET
establishing the territorial reorganization fortdlsution of power and electricity according to tf@lowing
operating regions: Northwest region including th&tes of Zulia, Falcén, Lara and Yaracuy; Nortma
region comprised of the states of Carabobo, Araflisanda, Vargas and Capital District; Eastern oegi
grouping the states of Anzoategui, Monagas, SuNigva Esparta and Delta Amacuro; Central region
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comprised of the states of Guarico, Cojedes, Poesg, Barinas and Apure; Andean region coveringtidies
of Mérida, Trujillo and Téachira; and the Southeegion including the states of Bolivar and Amazonas.

For electricity companies in the country, this Berestablishes the following:

L] Energia Eléctrica de Barquisimeto, S. A. (ENELBARJy operate and maintain electricity facilities for
distribution in the states of Yaracuy of the NoréstvRegion and Carabobo of the North-Central Region
in addition to the areas in which it operates.

= Energia Eléctrica de Venezuela, S. A. (ENELVEN) no@grate and maintain electricity facilities for
distribution in the state of Falcdn of the NorthwvBggion, in addition to the areas in which it Gies.

L] CVG Electrificacién del Caroni, C. A. (CVG EDELCA)ay operate and maintain electricity facilities
for distribution in the Southern Region, in additim the areas in which it operates.

= C. A. La Electricidad de Caracas (EDC) may opesate maintain electricity facilities for distributio
in the states of Aragua and Miranda of the Nortim&# Region and in the state of Nueva Espartaén t
Eastern Region, in addition to the areas in whidperates.

These operators must define operating actions faintenance and investments required to provideiefit
electricity services. Also, they will be resporsilfor rendering electricity services in the spidf states.
Therefore, they make investments and develop pilarthese areas with their own resources, with those
established by CADAFE and allocated for such puspand those received from improvement in commiercia
activities.

Operating responsibilities agreed in the Resolutiom transitory until Corporacién Eléctrica Nacihria. A.
determines otherwise as established by Decree B0.53

Fees

On 28 January 1999, the National Government estadai new fee structures for electricity sector canmgs
through joint resolution by the Ministry of PopulBower for Production and Trade and MENPET. Is thi
resolution, the fee structures are effective farrfgears with annual increases on the first of danof each
year. In addition, a Price Adjustment Factor itkkshed as well as a charge to transfer pricé@atians in
fuel and purchased energy. Application of the @Adjustment Factor on prices published in Offickzette

is intended to maintain in current terms the neesfef each service, except for the Social ResideRtate.
Application is every six months and prices may lgusted taking into account the behavior of macro-
economic variables to determine fees. The chaygedjustment of fuel and energy, applied monthligws

for adjustment of variations in prices of fuel gnarchases of energy from those agreed to deterfease

On 29 December 2000, the National Government edaSfecial Official Gazette N° 5512 amending the
values of macro-economic variables to determineattjgstments of electricity service fees. Thisoheion
establishes fees for electricity sector compane<2001 and 2002, and supersedes articles 10 wf ddint
Resolution 177 and 016 published in Special OffiGazette

N° 5296.

After 30 June 2001, it was resolved to amend theegaof the parameters used to determine the awkutof
electricity sector fees through Special Officialz8die N° 5540, which superseded Special Officiate&hia N°
5512, and maintaining the maximum fees establiste2001 and 2002.

On 3 April 2002, Official Gazette N° 37415 publisha joint resolution of the Ministries of Oil andhé&gy
and of Production and Trade establishing maximues te be applied, as well as application conditiand
adjustment methodology.

On 6 February 2003, the National Government enadettee 2304 (Official Gazette N° 37626) freezihg t
prices of first-necessity goods and services, iidg electricity services. Subsequently, on 5 NP3,
Official Gazette N° 37682 was published contairengint resolution of the Ministries of Oil and Egg and
of Production and Trade temporarily suspendingaases in fees from the application of a price dnfjast
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factor. Nevertheless, article 2 of this resolutiestablishes that MENPET may exceptionally approve

application of this factor.

On 25 March 2004, Official Gazette N° 37906 pulddla resolution together with the Ministries of @ild

Energy and of Production and Trade establishingegriof methane gas at supply centers and fees for

transportation and distribution services.

On 13 February 2006, Official Gazette N° 38378 pmlit@d a resolution of MENPET, establishing new gsic
of methane gas at supply centers. Subsequently23ofebruary 2006, Official Gazette N° 38386 was
published containing a joint resolution of the Minies of Oil and Energy and of Light Industriesidirade
(formerly the Ministry of Production and Trade) &siishing new transportation fees, as well as methgas
distribution fees, applicable each 1 January. hBesolutions supersede Official Gazette N° 3798@dl 25

March 2004. In this connection, the final fee famethane gas, including transportation services and

distribution fees was 48.29 Bs/m3 for 2006, whiepresented a decrease of approximately 18% witirdsg
to the rate of the previous year. On 1 January’200accordance with the aforementioned Gazettiespew

fees for methane gas, including transportation disttibution, were applied. The final fee applied2007

was 55.351 Bs/m3, which represented an increa$é.62%.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents at 31 December 200708&da2e summarized below (in millions of constasitvars):

2007 200¢
Cash and due from banks 242,788 65,323
Deposits and short-term investme 61,50( 436,83:

304,288 502,154

At 31 December 2007 and 2006, cash equivalentsdal Icurrency bear annual interest ranging fron23@ to
6.68%, respectively, and cash equivalents in foreigrrency bear annual interest ranging from 4.718%.20%,
respectively.

ACCOUNTS RECEIVABLE, NET

Accounts receivable at 31 December 2007 and 2096wanmarized below (in millions of constant bolg)ar

2007 200¢
Individual clients 133,665 171,696
Official organization 50,01¢ 115,31¢
Related parties (see note 2,76( 12,91:
Fondo de Previsién de los Trabajadores de C. .
Electricidad de Caracas y sus Empresas Filiale§,. 4,29¢ 8,97
Othel 9,282 41,51
200,022 350,410
Less allowance for doubtful accounts 9,223 13,554

190,799 336,856

The average credit term granted to individual ¢kda 17 days.

Other accounts receivable correspond to interestivable, insurance claims and advances to suppliethe normal
course of operations.

At 31 December 2007 and 2006, the Company recardtte allowance for doubtful accounts Bs16,70diomland
Bs61,926 million, respectively, corresponding taaliectible accounts receivable.
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Accounts receivable from official organizations nlat bear interest and, at 31 December 2007 and, 206Gaged as
follows (in millions of constant bolivars):

2007 200¢

Years
2007 126,05 -
200¢ 13,66¢ 85,34(
200¢ 33,01 45,54
2004 31,357 39,12
2003 and previous ye: 7,101 8,89(
Total accounts receivable from official organizaso 211,192 178,898
Less adjustment to present value 36,817 23,383
Less current portic 50,01¢ 115,31
Long-term portion (see note 10) 124,356 40,197

Management believes that all outstanding balaneesivable from official organizations will be fullecovered
because they are guaranteed by the Venezuelan @oeat.

Management evaluates accounts receivable consarlyatand recorded a provision to cover certainrdue loans
managed by the Prevision Fund.

The Company gives its employees the opportunityoofing the Prevision Fund, by contributing an amipunot
greater than 10% of their salaries, and EDC andutssidiaries will deposit 100% of the employeedstdbution.
Through the Prevision Fund, the Company grantsitcfadilities for personal loans to its employeespromote the
purchase of homes. At 31 December 2007 and 20@6Cbmpany has recorded expenses for contributmmise
Prevision Fund of Bs15,206 million and Bs13,882ioml, respectively.

INVENTORIES, NET

Inventories at 31 December 2007 and 2006 are suinedapelow (in millions of constant bolivars):

2007 200¢
Materials and supplies 79,208 47,189
Fue 4,897 -
Spare part 63,16¢ 60,40:
Goods in trans 9,437 4,30¢
156,710 111,895
Less allowance for obsolesce 11,04: 9,45¢

145,669 102,439

Inventories are valued at average cost adjustednftation at the date of the financial statemertts difference
between this value and market value is presentetiénconsolidated statements of income under costeatric
energy sold.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at 31 December 28072806 is presented below (in millions of constauitvars):
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Property,

plant and Spare parts Construction
equipment Land inventory in process Total
31 December 2007 -
Cost:

At 31 December 2006 16,202,972 146,967 80,553 228,707 16,659,199
Additions 228,514 - - 321,895 550,409
Disposals (4,098) - (14,842) - (18,940)
Transfers - - (217,616) (217,616)
At 31 December 2007 16,427,388 146,967 65,711 332,986 16,973,052

Accumulated depreciation:

At 31 December 2006 (11,495,105) - - - (11,495,105)
Charges (484,895) - - - (484,895)
Disposals 2,699 - - - 2,699
At 31 December 2007 (11,977,301) - - - (11,977,301)
Total at 31 December 2007 4,450,087 146,967 65,711 332,986 4,995,751
Total at 31 December 2006 4,697,867 146,967 80,553 238,707 5,164,094

During the years ended 31 December 2007 and 26@6Company did not capitalize interest due to fidtarates
exceeding interest rates.

The net effect of reclassifying to this item sppeets and permanent maintenance equipment thatomaysed in a
term of more than one year was Bs65,711 million Be80,553 million at 31 December 2007 and 200G eaetvely,
thus complying with International Accounting Stardia6 (IAS - 16) “Property, Plant and Equipment”.

The Company owns insurance policies to cover ptessisks inherent to property, plant and equipmestwell as
possible claims that may arise in the course dfutsiness; management believes that those po$iaiisiently cover
the risks to which it is exposed.

As a result of certain analyses of property, prd equipment for the subsidiary Generacién de Y&emevapca, C.
A., and service agreements, it was considered gpipte to record the corresponding estimated redidalue and
retirement obligation. The former gave rise tdower depreciation expense in the consolidateestant of income
for the year ended 31 December 2007 of Bs26,40@omiand the latter produced an increase in prgp@fant and
equipment of the subsidiary Generacion de Vapore@apca, C. A., of Bs2,274 million, recognition offability for
this concept of Bs7,972 million, and a decreassnappropriated retained earnings at 31 Decembes 286 2005 of
Bs5,698 million and Bs4,479 million, respectivebeé note 3 (f)). During the years ended 31 Dece@®@7 and
2006, an increase in depreciation expense wasdeddn the consolidated statements of income oBBgtillion
and Bs189 million, respectively, and interest exggelon the obligation of Bs960 million and Bs1,030liom,
respectively (see note 17).

INVESTMENTS

Investments at 31 December 2007 and 2006 are suraddrelow (in millions of constant bolivars):
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% 2007 200¢€
Investments recorded at cost:
C. V. V. Caja Venezolana de Valores, S 1€ 1,53¢ 1,53¢
Opinién Yaracuyar, C. A. 5 38 38

1,574 1,574

Financial investments:
Terminales Maracaibo, C. 8 23,16¢ 23,16¢

24,743 24,743

During the year ended 31 December 2006, subsidiamgrxis acquired the remaining 50% of the capitatls of
Energia y Servicios Enercenter, C. A. since thetassf the latter hade been delivered to EDC inigdgrayment of
debts. The Company established a provision fofuth@mount of this investment.

On December 2005 and 5 October 2006, the consetidatibsidiary Generacion de Vapor Genevapca, C. A.
subscribed and paid 46,775,000 new preferred shafeferminales Maracaibo, C. A., which representad
investment of Bs23,169 million (Bs17,355 in milloof bolivars at historical cost). These sharegeha nominal
value of Bs200 each and do not bear voting rigimd are entitled to annual dividends, preferentiaded and
accumulative equivalent to 8% of their nominal ealu Furthermore, this investment will be fully @std by
Terminales Maracaibo, C. A. over 5 years; theseesheannot be redeemed early (see note 19).

(10) LONG-TERM ACCOUNTS RECEIVABLE

Long-term accounts receivable at 31 December 206072806 are presented below (in millions of
constant bolivars):

2007 200¢
Accounts receivable from official organizationsggete 6) 124,356 40,197
Fondo de Prevision de los Trabajadores . A. La

Electricidad de Caracas y sus Empresas Filiale§...

(Fondo de Previsic) (see notel4) 14,18t 21,86¢
Accounts receivable from employ: 3,73¢ 6,12(
Accounts receivable trust fund for subscriptiol

shares (see note 21 ( 1,03¢ 2,957
Othel 874 3,781

144,189 74,920

Long-term accounts receivable from the Previsiond=correspond to amounts that EDC has deliverei¢h fund
to provide mortgage loans to EDC employees. TheiBion Fund is solely responsible for grantingna@ibcuments,
delivering funds to employees and managing agretsmemtil these are fully paid. The Company recevitrese
funds as employees and/or former employees patheiif loans with the Prevision Fund. During thangeended 31
December 2007 and 2006, the average interest pateable to these loans was 7%.

(11) OTHER ASSETS AND DEFERRED CHARGES

Other assets and deferred charges at 31 Decemiodr &@d 2006 are presented below (in millions ofstamnt
bolivars):
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Cost:
At beginning of the yei
Retirement
Sale:
Transfer.

At end of the year

Accumulated amortization:
At beginning of the yei
Retirement
Sale:

Transfer.

At end of the year

Balance at 31 December 2007
Balance at 31 December 2006

Investment Computer Works of
property programs art Total
116,83t 261,29t 3,24¢ 381,38(
(2,769 - - (1,769
(161 - - (161;
- 1,907 - 1,907

114,906 263,203

3,248 381,357

(9,668 (245,496 - (255,164
(766 (10,594 - (11,360
49¢ - - 49¢
- (37) - (37)
(9,944)  (256,127) - (266,071)

104,962 7,076

3,248 115,286

107,168 15,800

3,248 126,216

Investment property is mainly comprised of resigdriuildings, offices and other real estate owhgdhe Company.
Currently, 66.90% of assets not in use correspontérid, 33.10% of buildings for future use are underating

lease agreements.

Computer programs will be fully amortized by 31 Betber 2010. Expected amortization expenses ufifiD2

follow (in millions of constant bolivars):

Years

2008
200¢
201

CONSOLIDATED FINANCIAL DEBT

(@) Short-Term Debt

Amount

4,127
2,551
39¢

7,076

Short-term debt at 31 December 2007 and 2006 septed below (in millions of constant bolivars):

Loans

Current portion of long-term de

2007 200¢
4,492 95,497
5,08¢ 14,52¢

9,580 110,023

At 31 December 2007 and 2006, EDC does not havéoamg with local commercial banks.

During the years ended 31 December 2007 and 2666;dmpany issued commercial paper in local cugrenc
with returns ranging from 5.75% to 7% and from 828 6.50%, respectively. At 31 December 2007rethe

is no commercial paper outstanding.

During the years ended 31 December 2007 and 2@ lbans in foreign currency bear interest at raark
rates from 5.59% to 7.82% (Libor plus 2.5%) andrfr8.97% to 9.28%, respectively.
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Long-Term Debt

Long-term debt at 31 December 2007 and 2006 is sarmed below (in millions of
constant bolivars):

Interest rate Maturity 2007 2006

Bearer bonds 10.25% 2014 559,000 684,535
JP Morgan Chase — OAM13 Libor + 0.20% 2008 to 2011 198, 25,428
JP Morgan Chase — Purchases 3.97% a 5.91% 2008 473 9,455

575,624 719,418
Less current portion 5,088 14,526
Less cost of issuing bonds 16,037 18,391
Long-term debt 554,499 686,501

On 28 October 2004, EDC Finance B. V. issued Bdaoads in the international market of U.S.$260 il
equivalent to Bs559,000 million, maturing in 10 ggeat 10.25% payable every six months. These barals
redeemable fully or partially beginning in Octol#809 and fully in the event of certain changeshi@ tax
laws of Venezuela and/or the Netherlands. Thesedare secured by EDC. On the same date, ED@d€na
B.V. used funds from the issuance of bonds for gaymf 100% of a loan from Hollandische Bank-Uni&/N
a wholly-owned subsidiary of ABN AMRO

Bank N.V. (ABN AMRO), to EDC of U.S.$260 million atyalent to Bs559,000 million, maturing in 10 years
at 10.30% payable every six months. As part of ttansaction, EDC paid a loan, received in Jub@42
from ABN AMRO, U.S.$50 million equivalent to Bs9®® million, which originally expired in three yeaas$
Libor plus 7.00%.

According to the transaction document relating ttes payable in 2014, the sale of EDC shares doges n
represent an event that may cause the notes issiiedcallable; however, certain procedures mafplewed
in the event that EDC is absorbed by or consolilat® another entity.

Bearer bonds have covenants restricting the capatithe Company to incur additional debt, pay dénds,
mortgage property and sell certain assets. EDCptiethwith these clauses at 31 December 2007.

The cost of issuing bonds corresponds to fees #ret expenses relating to the purchase of long-teonds,
which are deferred over the life of such loans.

EDC maintains two credit facilities with JPMorgama3e secured by a bond issued by the Export - tmpor
Bank of the United States (Eximbank), which arecdbed below:

= Credit facility granted in September 1999 of U.d.$2million equivalent to Bs13,583 million for a
term of 10 years, maturing on 25 February 2011ibgannual interest of 5.65% for the purchase of a
Siemens-Westinghouse W-501D5 engine installed eagtnerating complex Oscar Augusto Machado
(located in Miranda State). The balance of theditrfacility amounts to U.S.$7.5 million and U.S.6
million equivalent to Bs16,151 million and Bs25,428llion, at 31 December 2007 and 2006,
respectively.

= Credit facility granted in September 1999 of U.S$8million equivalent to Bs22,528 million payable
over a term of 5 to 7 years, maturing on 10 Jan@868 bearing annual interest of 5.91%. Thesedund
have been used for the purchase of goods and ssririmm the United States of America. The balance
of this credit facility amounts to U.S.$0.2 milli@nd U.S.$3.6 million equivalent to Bs473 milliomda
Bs9,455 million, at 31 December 2007 and 2006, eethely. On 7 January 2008 the balance of
principal and interest of this debt was paid in. ful
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Principal payments for years after 31 December 20@7as follows (in millions of constant bolivars):

Years Amount
2008 5,088
200¢ 4,61¢
201C 4,61¢
2011 2,30¢
Until 2014 559,00(

575,624

ACCOUNTS PAYABLE

Accounts payable at 31 December 2007 and 2006rasemted below (in millions of constant bolivars):

2007 200¢
Trade 202,378 254,895
Related parties (see note 3,671 30,71

206,055 285,606

TRANSACTIONS AND BALANCES WITH RELATED COMPANIES

The most significant transactions between the Cawpad its related companies are mainly intercomptounts
payable and receivable.

On 30 November 2006, subsidiary Enerxis, wholly-ediby EDC, executed a Memorandum of Understanditty w
the other stockholder in the investment held inrBfeey Servicios Enercenter, C. A., (Enercenterlidaidate the
energy generation business. This memorandum estaell negotiations for payment of debts and creslito
Management has evaluated the impact of the settieara, consequently, has reversed the provisioarded in
previous years to cover the risk of loss of acceuateivable reported in the consolidated balaheets. According
to this Memorandum of Understanding, the accoucgix@ble from Enercenter will be recovered throagtransfer
of assets and cash. During the year ended 31 Dere?007, the Enercenter accounts payable to ED@uared to
Bs12,556 million, which were paid in accordancehwtite Memorandum of Understanding.

At 31 December 2006, the Company ended the fundsinéstration agreement with the Prevision Fund for
Employees of C. A. La Electricidad de Caracas ansisliaries, A. C. (Prevision Fund) and, consedyeptid most
of the balance owed as of that date of Bs34,28Bomil

Until 30 April 2007, the Company was part of a fanddministration agreement with the Savings Fumd fo
Employees of C. A. La Electricidad de Caracas amukigliaries, A. C. (Savings Fund). These fundsuihed
deposits at the average rate of the six (6) mamngercial and universal banks of the country. OmAB@il 2007, the
Administration Council of the Savings Fund notiflE®C of its desire to rescind such agreement.

As a result of the aforementioned change in stolcldrs, on 15 May 2007 the Company paid net acccuglts with
AES and related companies of Bs14,140 million.

The above operations and other less significant dregween the Company and its related parties|teesin the
following balances of accounts receivable from andounts payable to related companies at 31 Dece2@& and
2006 (in millions of constant bolivars):
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2007 200¢
Accounts receivable from related parties - cur{eee note 6):
Fondo de Prevision de los Trabajadores de C. .

Electricidad de Caracas y compafiias filiales, / 2,76( -
Energia y Servicios Industriales, C. A. and sulasid - 12,83¢
Othel - 73

2,760 12,911
Accounts receivable from related parties - longrtésee note 10):
Fondo de Prevision de los Trabajadores de C. .
Electricidad de Caracas y companias filiales, / 14,18¢ 21,86¢
Accounts payable to related parties - current
Caja de Ahorros de los Trabajadores de C. A. Latktedad de

Caracas y compaiiias filiales, A. 1,92¢ 5,28¢
Fondo de Prevision de los Trabajadores de C. .

Electricidad de Caracas y compafiias filiales, / - 21,54¢
Othel 1,74¢ 3,87¢

3,677 30,711
OTHER CURRENT LIABILITIES
Current liabilities at 31 December 2007 and 200B¥o (in millions of constant bolivars):

2007 200¢
Taxes payable 61,305 46,044
Employees' severance indemni 46,77¢ 32,93(
Freight payabl 35,93 35,38¢
Dividends payabl 27,04( 29,00
Interest payab 11,36( 18,11
Accruals, variou 16,15¢ 31,83"
Tax debit: 2,831 -
Legal contingencies (see note 23,07« 62,74

224,484 256,057

RETIREMENT AND HEALTH PLAN AND OTHER POSTRETIREMENT BENEFITS
Labor liabilities at 31 December 2007 and 2006paesented below (in millions of constant bolivars):

2007 200¢
Accrual for employees' severance indemnities, hatlgances 42,254 43,789
Accrual for pension plan and other bent 204,60t 69,30’

246,860

113,096

The Company has a Retirement and Health Plan aner ®ostretirement Benefits for all of its emplogeéensions
to be paid on a monthly basis are determined basethe average reference salary of the last twdnge (23)

months prior to the retirement of each employee.

This Plan was established in accordance with cmmditlisted in the Collective Labor Contract execlibetween C.
A. La Electricidad de Caracas and Union of Eledyriand Similar and Related Services of the FedBisafrict and
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Miranda State in representation of the employeeth®fCompany taking into account the provisionshef Organic
Labor Law and its Regulation.

The main aspects of the Retirement and Health &idrOther Postretirement Benefits are summarizémhbe

" Conditions for beneficiaries of the Retirement Plan
- Minimum ten (10) years of uninterrupted employmeith the Company.
- Sixty (60) years of age for men and fifty-five (5®ars for women.
- Early retirement with reduced pension as defineth@Plan.

- Incapacity retirement, with the expectations defirethe Plan.
" Benefits of the Retirement and Health Plan and CRlestretirement Benefits:
- Pension granted by the Company
- Life insurance.
- Registration with Prevision Fund (optional).
- Registration with Savings Fund (optional).
- Medical and dental assistance.
- Exoneration of payment of electricity services.
- Bonus payment of one month.

" The methodology to determine the accrual for thér&ment Plan was the Accrued Benefit Method or the
Projected Unit Credit Method, which establisheg @iian benefits must correspond to the years irciwisuch
benefits are generated.

" Actuarial liabilities of the Company represent diigation for projected benefits including curremtd retired
employees, based on time of service and time aféypayments.

" To determine actuarial liabilities, behavior of eeal factors was determined, such as the following:
- Permanence of employee in the Company (turnover).
- Variation of wages and salaries of employees.
- Existing commitments with retired employees.

The main assumptions used by the independent gctoiatetermine the accrual for retirement and tmeplan and
other postretirement benefits at 31 December 20@72806, include the following:

2007 200¢
Discount rate (current rate) 9.00% 7.00%
Rate of salary increase (current r. 2.00% 2.00%
Increased pensio Minimum salar 10% inflatior
Rate of increased health cost (current 2.00% 2.00%
Inflation rate for the ye: 22.46Y% 17.00%
Average health payment per reti 3,700,001 2,615,64

At 31 December, liabilities relating to the abowmet follow (in millions of constant bolivars):
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Pension: Health Plan and Othel

2007 200¢ 2007 200¢
Liabilities at beginning of the year 20,916 78,055 48,391 36,404
Expense of the ye 147,85( 21,71 24,13( 22,94(
Contributions and actual payme 2,00t (71,583 (7,726 (5,672
Effect of monetary adjustme (20,201 (7,270 (10,759 (5,281
Liabilities at year-end 150,570 20,916 54,036 48,391

At 31 December, the cost of the plan is compridetiefollowing (in millions of constant bolivars):

Pension: Health plan and othei
2007 200¢ 2007 200¢
Current service cost 3,671 5,020 1,288 1,782
Interest cos 31,92 24,01t 16,27 20,27:
Expected return on plan ast (10,189 (7,476 - -
Amortization of past service cos 1,40¢ 15& 161 -
Amortization of actuarial lo: - - 1,27( 88t
Past services costs - in the \ 121,04 - 5,137 -
147,850 21,714 24,130 22,940

On 1 July 2007, management decided to standardizement pensions established in the current ciblie contract
according to the national urban minimum salary.e Effects of this decision on the statement ofimedor the year

ended 31 December 2007 was Bs121,043 million.

OTHER LIABILITIES
Other liabilities at 31 December 2007 and 2006ofsl(in millions of constant bolivars):

2007 200¢
Provision for contingencies 63,952 62,574
Compensation to long-term employ - 22,99:
Subscriber depos 29,49: 21,97
Asset retirement obligations (see not 8,82¢ 7,972
Deferred credits from user contributic 58,27( 5,86¢
Othel 21,117 13,74

181,659 135,116

At 31 December 2007 and 2006, the Company repadsa provision for contingencies, a provision fax t
contingencies of Bs53,457 million and Bs55,549 ionil] respectively, to cover certain differencesriterpretations
to current tax laws in Venezuela; neverthelessjrubssessments or reviews performed by authodfigears open
to review may give rise to other tax liabilitiesr famounts, if any, not currently quantifiable by t&ompany.
However, management estimates that liabilitiesvéerifrom these concepts would not have a signifiediect on

future consolidated income of the Company.

As a result of the change in stockholders explaimedrevious notes, the long-term compensation plet AES
maintained with certain EDC employees became intffe; therefore, related liabilities recorded
on 15 May 2007 of Bs24,886 million have been fudlyersed in the consolidated statement of incantiead date.

Subscription deposits are comprised mainly ofahiieposits made by clients upon acquiring thegnservice.

(18) COMPENSATION OF THE BOARD OF DIRECTORS AND ADMINIST RATORS
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(b)

(©

Board of Directors

Clause 30 of the Company’s by-laws establishes itiainbers of the Board of Directors will receive for
attending the Board of Directors meetings an amapproved by the stockholders. The total amouitt fa
members of the Board of Directors for the yearseeh81 December 2007 and 2006 was Bs410 million and
Bs523 million, respectively.

Salary Compensation

The total compensation for salaries and other liwsngd employees with executive responsibilities
(administrators) paid in 2007 and 2006 amounteistf,670 million and Bs11,412 million, respectively.
Seniority Benefits

The total amount of accumulated seniority bendfiis 2007 and 2006 corresponding to employees with
executive responsibilities (administrators) in tl@mpany was Bs498 million and Bs2,065 million,
respectively.

(19) INCOME TAX AND OTHER

(@)

Income Tax

Income tax for the years ended December 2007 afé 2&s determined based on the provisions of the
Income Tax Law applied to taxable income whichet#ffrom accounting income, as according to Verenue
tax laws, certain items are not taxable or dediefermanently or temporarily.

Income tax expense for the years ended 31 Decegiiif and 2006 is as follows (in millions of constan
bolivars):

2007 200¢
Current 124,820 102,544
Deferre( 34,84¢ 692

89,972 101,852

A reconciliation between the income tax expensethadmount resulting from applying the currentitabe to
income before taxes reported in the consolidateanitial statements, for the years ended 31 Deceftli¥t
and 2006 (in millions of constant bolivars) is pmeted below:

F-30



(b)

2007 200¢
Income before tax and minority interests 191,132 412,861
Tax on income for the year (34% - 500 T.U.) 64,967 140,353
Effect of accounting inflation adjustment 59,832 75,738
Add (less) non-deductible and/or non-taxable itamas,
Retirement and health plans and other postretirebmmefit: 48,73¢ (8,778
Capitalized intere 12,58: 17,09¢
Provision for contingencir 10,42¢ 9,86¢
Return on National Public Debt Bor (15,892 (14,244
Other non-deductible provisio (5,037 -
Other, ne 4,25] 7,24z
Regular fiscal inflation adjustme (66,912 (81,315
Total taxable income, net 112,955 145,957
Prior year tax loss carryforwards (2,963) (698)
Total net taxable income 109,992 145,259
Less investment tax credits 20,020 43,407
Income tax expense 89,972 101,852
Current tax rate (%) 39.96 24.67

Venezuelan tax laws establish that on an annuas laasadjustment for inflation of its non-monetégms,
which is included in the reconciliation of net thi@income as a taxable or deductible item, aséise may be.
The total adjustment for the year is determineddbglling the different adjustments for inflatiof @ach non-
monetary item.

In accordance with such provisions, taxpayers sili@ income tax undertaking transactions with lodfe
related parties must determine their income frorpogts and cost of goods and services acquired from
offshore related parties using one of the methadsfarth in such law. The Company did not perform
transactions with offshore related parties in 2007.

Also, in accordance with such law, the Company ttansfer tax losses, other than those resultinm ftbe
fiscal inflation adjustment, for up to three (3)aye following the year in which incurred. The detible tax
effect of the fiscal inflation adjustment can berieal forward to the following year. At 31 Decem2007,
subsidiaries reported tax loss carryforwards of,BS2 million, expiring in 2008.

According to the tax laws, the Company can caryfod tax credits on new investments in property and
equipment for up to three (3) years following tleagin which incurred. At 31 December 2007 and&?2@be
Company and its subsidiaries do not have any imest tax credits carryforwards.

Furthermore, the law establishes, among othergstax dividends, net income from foreign sourceeuride
Worldwide Income Regime, and any income from inwvesits and shares under the International Tax
Transparency Regime.

Deferred Income Tax

Items giving rise to deferred income tax at 31 Delger 2007 and 2006 are presented below
(in millions of constant bolivars):
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(d)

(e)

()

2007 2006

Non- Non-
Current current Current current
Assets -
Allowance for doubtful accounts 4,021 - 5,572 -
Discount on accounts receivable from official origations - 12,517 - 7,950
Difference between accounting and tax basis ofritory - 22,221 - 14,361
Provision for pension and health plans - 69,566 6,484 17,068
Difference between accounting and tax basis of gntgp
plant and equipment - 520,450 - 504,649
Provisions and allowances 20,320 18,034 -
Provision for asset retirement obligation - 2,292 - 2,372
Business assets tax - - 56 -
Liabilities -
Cost of issuing bonds - (3,224) (1,571) (5,193)
24,341 623,822 28,575 541,207
Less valuation allowance - 524,123 - 480,590

24,341 99,699 28,575 60,617

Value Added Tax

On 26 February 2007, the Presidency of the Repuapfiroved a Decree Law to lower the Value Added Tax
(VAT) rate, from 14% to 11% beginning 1 March 20@nAd to 9% beginning
1 July 2007.

Investment Tax Credits - Law to Reactivate the iaal Merchant Marine

Pursuant to article 5 of the Law to ReactivateNlagional Merchant Marine, a rebate of 75% of theants of
new investments in the merchant marine segmertjdimgy the purchase of shares in companies witbrme
described by such law was approved. As indicaietbie 9, the consolidated subsidiary Generaciéviamr
Genevapca, C. A. has used this benefit by investingng the year ended 31 December 2006, in meder
stock of Terminales Maracaibo, C. A.

Tax Standards for Dutch Companies

The subsidiary EDC Finance B.V. and its subsidiaeye incorporated in the Netherlands and are stiigec
the tax laws of that country. Under these lawgorate income tax is applicable to resident andnesident
companies at a rate of 29.6% for 2006, which wal lowered to 27.4% in 2007 and 26.95% in 2008.
Furthermore, these standards establish that didiglane subject to a withholding tax of 25%; albe, annual
statements of income must be filed six months dfterend of the fiscal year unless the Companyestguan
extension of nine months.

Organic Law on Science, Technology and Innovation

Official Gazette N° 38242 dated 3 August 2005, ldigthed the Organic Law on Science, Technology and
Innovation, aimed at developing guidelines on smertechnology and innovation, as well as applbcati
thereof, set forth in the Constitution of the Balilan Republic of Venezuela.

Pursuant to article 37 of the Law, large companiésthe country must contribute annually a sum
corresponding to one percent (1%) of gross incoerrerpted in the national territory, in any of tlutidties
listed in article 42. According to article 44 d&ig law, large companies are defined as companitsamnual
gross income greater than 100,000 TU.

Official Gazette N° 38544 dated 17 October 2006uithed Partial Regulation of the Organic Law on Sce
Technology and Innovation regarding Contributionsl &nvestments, and establishes in article 2 papgi7
that gross income refers to economic benefits obthiby large companies or entities forming partef
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National Science, Technology and Innovation Systemany activity performed, without considering tsosr
deductions incurred to obtain such income.

The Transitory Provisions of the Partial Regulat@stablish that gross income for 2006 will be uaedhe
basis for calculation of contributions and investiseto be made in 2007. Management of the Company
determined that the obligation under this Law antedrio Bs14,547 million; however, because the amofin
investments made during the year amounted to B&&5ydllion, no expense for this concept was recdrite

the year ended 31 December 2007.

The final return of contributions and investmentsresponding to 2007 must be prepared at the tifne o
preparing the final income tax return for that year

(20) STOCKHOLDERS’ EQUITY

The capital stock of the Company at 31 Decembei 20@ 2006 is comprised of 3,292,214,078 and 3{294573
common shares, respectively, with a nominal vafus1 00 each, fully subscribed and paid-in.

At the Stockholders’ Meeting dated 20 March 2002vis approved to maintain the authorized capitatisiat
Bs598,800 (in millions of bolivars at historicallwas) to comply with article 71 of the Capital Matk Law.

Paid-in surplus represents additional contributipaisl by stockholders upon subscribing the incréasapital stock
which resulted in an excess of the sale price afeshover their nominal value.

Surplus from merger represents the result of thegereof Corporacion EDC, C. A. (CEDC) and EDC iryJ2003,
whereby the assets and liabilities of CEDC weremed at carrying values in the financial statemaftEDC and
net assets were classified as a separate compofirgtockholders’ equity.

The Code of Commerce, the Capital Markets Law aNd/ Gtandards contain provisions regulating theritistion
of dividends. The Code of Commerc requires thaffitsr be “liquid and collected” for the payment dizidends.
Under the Capital Markets Law, the Company mudtitiste annually among its stockholders no less @9 of its
annual net income, after the provision for incorme and deducting legal reserves. Also, the Capialkets Law
establishes that no less than 25% of that 50% bwigtaid as cash dividends. If the Company hasannaulated
deficit, income can be used to offset that deficit.

According to CNV standards, net income on an unalishsted basis excluding the equity interest inliatés is the
basis for distributing dividends.

The Capital Markets Law also establishes that éivitb must be declared at the Stockholders’ Meetihigh will
determine the amount, form and date of paymentsoAkntities subject to CNV control must establisttheir
corporate by-laws their dividend policy.

At the Special Stockholders’ Meetings dated 1 Ma2€lD7 and 30 March 2006, dividends were approved of
Bs305,528 million and Bs355,402 million, respedijyeepresenting Bs78.36 and Bs80 per share, réspbc

During the year ended 31 December 2007, the Compapgrted the following net income for the purpaxe
distributing dividends, according to CNV standafidismillions of constant bolivars):

Net incomi 99,88¢
Net income of subsidiari (60,098
Income available for declaration of dividends aciug

to CNV standarc 39,78t

The Code of Commerce establishes that 5% of nehiecof companies must be transferred to a legakvesuntil
such reserve reaches at least 10% of the capiiek.sfThis reserve cannot be distributed as divddernThe Company
uses net income in constant bolivars to deterntinebtasis for this reserve.

On 30 November 1998, the U.S. Securities and Exgdan&@ommission authorized the ADS, Level 1, progfanthe
EDC Group. ADSs are traded in the over-the-coumtarket using th&€LDAY PKsymbol and each ADS represents
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50 common shares of EDC. The Bank of New York assescrow agent, while Banco de Venezuela, Banco
Universal, S. A. and Banco Venezolano de Créditd.SBanco Universal act as local custodians. AtCRcember
2007 and 2006, the number of ADS is 61,094,5155$012,137, respectively, with a nominal value sb®00 for
both years.

On 13 July 2006, the Company recorded its shardsD&son Latibex, the most significant securitiesrkeain Latin
America, which operates on the Stock Exchange afridaSpain.

SHARE SUBSCRIPTION PROGRAMS

On 30 March 2006, at the Stockholders’ Meeting BICE: the Board of Directors was authorized to pransitare
subscription programs of the Company; in this catina, on 17 May 2006, the Board of Directors appi two
share issue programs: (a) public offering of shaned (b) share option plan for employees. Thesgrams are
summarized below:

(@) Public Offering of Shares

The Company made a public offering of shares imtioaths of July and August 2006, with approval dAC
whereby a total of 143,636,637 new shares werecsibiesl. This program was addressed to the gepetaic
(legal entities or individuals over 18 years old).

(b)  Share Option Plan for Employees

This plan was offered to all Company employeeswaasl carried out under the following conditions:

Nominal Maximum

value purchases Initial Financing
per share per employe¢ value term
Bs503.43 2,500 common shares 20% 5 years

The remaining 80% was financed by EDC, for five {&ars, at an interest rate equivalent to the aeeraturn
on commercial paper issued by the Company; thésisateviewed on a quarterly basis (see note 10).

Shares are deposited in a trust fund on behalboh @mployee, and dividends generated are apulieelit
payments.

Also, employees may release their shares at arg/ipon payment of the outstanding balance. Twosiod
three hundred and fourty (2,340) employees took jathis plan, subscribing a total of 5,844,70@rss
recorded with the National Securities Registryéo@dance with Resolution 108-2006 of CNV.

INTEGRAL FINANCIAL INCOME, NET

The amounts reported in the consolidated stateneémgome as integral financial income follow
(in millions of constant bolivars):

2007 200¢
Interest and financial expenses (108,314) (138,959)
Interest incom 24,51¢ 48,78¢t
Interest and financial expenses, net (83,798) (90,173)
Foreign exchange lo (8,083 (184,
Monetary gain for the year — REME (see note 151,64 118,78¢
59,766 28,432

(23) MONETARY POSITION AND MONETARY GAIN FOR THE YEAR

Net monetary position at 31 December 2007 and 2086 follows (in millions of constant bolivars):
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2007 200¢

Monetary assets 779,900 1,014,116
Monetary liabilitie: (1,364,867 (1,586,399
Net monetary position (584,967) (572,283)

The gain from monetary position for the years en8&december 2007 and 2006 is presented belowi(lioms of
constant bolivars):

2007 200¢
Net monetary position at beginning of the year (572,283) (895,559)
Increase due tc
Sale of electric ener 1,587,36! 1,845,17.
Services provide 84,87¢ 67,63t
Earnings from sale of trading securi 51,86: 33,92:
Equity interest in subsidia - 70&
Surplus pai - 76,59
Interest incom 24,51¢ 48,78¢t
Other income, ni 26,90¢ -
Total increase 1,775,531 2,072,814
Decrease due to -
Dividends pai 305,52¢ 355,40:
Cost of electric energy sc 802,13¢ 645,19:
General and administrative exper 321,26: 364,06(
Foreign exchange loss, 8,08: 184
Income tax, ne 89,97: 101,85:
Interest and financial expen: 108,31 138,95¢
Minority interest: 1,27¢ 667
Other expenses, t - 24,43
Total decrease 1,636,568 1,630,749
Estimated net monetary liability position (433,320) (453,494)
Net monetary liability position at year-end (584,967) (572,283)
Gain from monetary position 151,647 118,789

(24) ASSETS AND LIABILITIES IN FOREIGN CURRENCY

A summary of monetary assets and liabilities in.W8lars at 31 December 2007 and 2006 recorddmliivars at
the exchange rate of Bs2,150 to U.S.$1.00 follows:
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2007 200¢

Assets:
Cash and cash equivale 7€ 9C
Accounts receivab 13 5
Total assets 89 95
Liabilities:
Short-term del 2 8
Accounts payab 8 15
Other current liabilitie 9 15
Long-term det 267 267
Total liabilities 286 305
Excess of liabilities over assets in foreign cucyen (197) (210)

Transactions in foreign currency are recorded attthnsaction date. Assets and liabilities in ifprecurrency are
adjusted to reflect the exchange rate at the rieygpdate and foreign exchange gains and losseseamded in
income for the year.

In February 2003, the National Government execatéateign currency exchange agreement with BC\gldisthing
controls for currency administration. In this cextion, BCV centralizes the purchase and sale oknay in the
country, sets the common exchange rate agreedebgdbernment and adjusts it at any time. The Bar€8urrency
Administration Commission (CADIVI) was also creatadd is responsible for the administration and dnf
foreign currency markets as well as for establighiew procedures for foreign currency controls.

The exchange rates effective since foreign exchangtols have been in effect are presented below
(in bolivars to U.S. dollar):

Purchase Sale
Effective date
5 February 2003 1,596 1,600
6 February 20C 1,91¢ 1,92(
2 March 200 2,14¢ 2,15(

Currency entering the country as a result of exydnvestments, financing or any other concept rhastold to BCV.
Also, purchases of foreign currency for the paymadrimports of goods and services, financial olligas in foreign

currency, dividends and interest resulting from ieea foreign investment, service agreements, teldgy and

royalties, and other, is limited and subject touisgments and conditions established by CADIVI. dlotain

authorization to purchase foreign currency from B@\erested parties must register with the Regifir Users of
the Currency Administration System (RUSAD).

On 14 October 2005, the Law against Foreign Cugrdnfringements was enacted by the National Govemnto
support controls over the foreign exchange markehis Law basically defines illegal acts derivednfr foreign
exchange transactions and establishes fines araltiganfor parties using the system to obtain awayeillegally.
Transactions with securities are exempt from this.| On 28 December 2007, Special Official Gazbite5867
published the Reform of the Law against Foreignré€uwy Infringements. This reform establishes neved and
penalties for such infringements. The reform di&hbs fines from 500 tax units to 1,000 tax urfits non-
compliance with the Law.

The Company, as a subsidiary of Petroleos de ValezS. A. (PDVSA), is subject to the provisionsFafreign
Currency Convention number 9, which regulates, agnather aspects, the flow of foreign currency ofMHA and
its subsidiaries, including income in foreign cueg, bank accounts in foreign countries, as webhasuse of funds

in those accounts.
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On 1 April 2003, the presidency of the Bolivariaafblic of Venezuela approved that electricity E@ncompanies
ascribed to the Ministry of Oil and Energy may resjuforeign currency directly from the BCV for tharchase of
goods and services required to ensure public sgamd national defense.

COMMITMENTS AND CONTINGENCIES

At 31 December 2007 and 2006, the Company hastlenwing commitments and contingencies:

(@)

(b)

(©

Energy and Steam Agreement

In December 1993, a former subsidiary of PDVSA, ssuibed with the subsidiary Generacion de Vapor
Genevapca, C. A. an agreement to design, buildopedate an energy and gas generation plant toceettve
refineries of Cardéon and Amuay. The plant beganojperations in September 1995 and is locatedén th
facilities of the Cardon refinery, in the peninsofaParaguana, Falcén State, and has three engiaels,with

an installed capacity of 105 MW. According to thgreement, two of the engines must be operating
continuously and producing approximately 800 GWlewnérgy per year. At 31 December 2007, the cagryin
value of the plant amounts to Bs403,227 million.

This agreement establishes, among other thingdpttmaving: PDVSA must purchase a minimum amount of
energy and steam for a year up to a price payablg.$. dollars and established annually based emptite
specified in the agreement, adjusted by the U.8s&bomestic Product. Gas, fuel and water areligappy
PDVSA. Generacién de Vapor Genevapca, C. A. mayguywre and deliver to third parties energy produoed
excess, under certain conditions. The plant imeoted to two small clients in the area and tostraasion
lines of CADAFE. Generacion de Vapor GenevapcaACmay be subject to penalties if certain operatin
criteria are not met.

Since 2000, Generacion de Vapor Genevapca, C. #\shpplied energy to CADAFE mainly because of an
increase in the demand of the region and certagratimg issues experienced by CADAFE in nearbytplan
The sale of energy to CADAFE is established in greament entered into by GENEVAPCA, CADAFE,
PDVSA and the Government of the State of Falcéhis greement establishes, among others, thatrite p
is payable in bolivars but fixed in U.S. dollarsidathat PDVSA is under the obligation to provide fiuel
required under the agreement.

Operating Lease

The Company has equipment under operating leasesdae-year term or less. The leases generallyde
automatic renewal clauses for equal terms, unlesgetis written notice indicating otherwise. Naofethe
operating leases for Company equipment are reddenfiabperiods of less than one year. Operatiragpéde
expense for equipment was Bs2,792 million and B4 million for the years ended 31 December 2007 and
2006, respectively. None of these amounts refsubdeases or contingent leases.

Litigation, Claims and Provisions for Contingencies

At 31 December 2007 and 2006, the Company hasngmricies for litigation which have been recorded in
accordance with Statement of Accounting Princi@éBPC - 8) “Contingencies”.

The most significant cases involve labor contingesicspecifically a claim filed by employees andnfer
employees seeking inclusion of special contribititmthe Savings Fund as part of the salary fogrdghing
Employees’ Severance Indemnities. In this connacthn 26 October 1999, the Ninth Court of Firgtémce

in Labor Matters of the Judicial Circuit of the Mapolitan Area of Caracas ruled in favor of the @amy and
on 22 March 2000 the Fourth Superior Court of Laliatters of the Metropolitan Area of Caracas upltbkl
decision of the First Instance Court and declahed the Savings Fund was not deemed part of sala@am 3
May 2001, the Social Chamber of the Supreme Cduustice issued a ruling voiding the decision abga
by the employees and ordered a new pronouncemettiebguperior Court. After several appeals, orddl§
2004, the Second Superior Transitory Court on Ladatters ruled that the Savings Fund did have galar
status, and the Company lodged an Appeal for Anantnbefore the Social Annulment Chamber of the
Supreme Court of Justice of the Bolivarian Repubfi¥enezuela. On 12 December 2006, the Suprenuget Co
of Justice issued ruling 2029 declaring partialijhvmerit the complaint filed by certain employes®l former
employees of the Company, establishing the sakatys of special contributions to the Savings Fufithe
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(26)

(27)

ruling appointed an accounting expert to

quantify the contributions. In December 2006, ngamaent of the Company, together with its legal sois,
estimated the probable payment at Bs51,639 millinich was recorded in the 2006 financial statement
Also, the Company determined that there may bedalitianal reasonably probable but not probable afk
Bs10,495 million.

In 2007, the Company paid to its current employgalgjntiffs and non-plaintiffs Bs40,076 million;
corresponding to the concepts established in tlésida, thus complying with the provisions thereofhe
payment corresponding to plaintiffs and non-pléistadhering to the complaint, in accordance wiiis tuling
will be determined once the Court makes availaiderésults of the complementary expert analysesldred.

On 26 October 2006, the Constitutional Chamberthef$upreme Court of Justice found merit in the appe
filed in June 2000 against the purchase of shar&D& by Inversora DS 2000, C. A. After processthg
appeal, the Constitutional Chamber agreed to suntedain entities of the public and private seatctuding
Inversora DS 2000, C. A., which bought the shaaad, EDC.

At 31 December 2007, the Company has other legatiragencies for civil, mercantile, administrativaca
labor matters deemed probable which amount to B€29million, for which a provision of Bs15,073 nilh
has been recorded.

(d) Commitments

At 31 December 2007 EDC has unused credit faclitvth ABN AMRO of Bs19,350 million (U.S.$9 million
represented by U.S.$8 million and YENS85 million).

At 31 December 2007, the balance of interest payail bank loans and financial long-term debt is
approximately U.S.$8.6 million equivalent to Bs1&8lion.

CONTROL OF MONEY-LAUNDERING ACTIVITIES

On 10 January 2006 Official Gazette N° 38354 of Bodivarian Republic of Venezuela was publishedtaing
"Standards for Prevention, Control and Assessménianey-Laundering Activities Applicable to the Viezuelan
Capital Market”. This resolution has been effeetsince 11 May 2006 and supersedes Resolution B1a@d 12
December 1997, published in Official Gazette N°Bbdated 11 March 1998.

The purpose of this Resolution is to establishdied] Standards and Procedures, continuous andapenty to be
complied with by the respective parties to avoidngeused as instruments for Money Laundering ardtad
activities established in the Law against Organigatme and the Organic Law against lllicit Traffing and
Consumption of Stupefacient and Psychotropic Sabst and enable the CNV to control, inspect, amkrsise
activities carried out in the Venezuelan capitathet

EDC and its subsidiaries obtain cash flows maintyf the operation of their business (see notesdl4dn Cash
flows from financing activities are obtained froimdncial institutions subject to the General Law Banks and
Other Financial Institutions and borrowings froraugg commercial paper and unsecured bonds congplyith the
provisions of the Capital Markets Law.

CORPORATE GOVERNANCE

The actions and processes of the Institution axe@mged by principles of ethics, honesty and trarespay based on
shared values, guiding decision-making, performanfcactivities and internal and environmental iatgion. This
aims at protecting the interests of citizens, usemsployees, suppliers and other related partigscasrying out
activities outlined by the highest professional atidcal standards, to ensure transparent andegffimanagement of
the Institution.

These principles are established in documents, rameg and internal standards of the Institution desg its

organization, powers and responsibilities and raguy internal processes. In this connection, fimedamental
principles of the Institution’s Government are etithed in the following:
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Incorporation agreement and by-laws of the Insttyt most recently amended on 18 December 2007,
registered with the Second Registry of the Judi€atuit of the Capital District and Miranda Staiaeder
number 38 volume 259-A, second.

Laws and Regulations of the Bolivarian Republic&hezuela relating to Internal Control and Corperat
Governance.

The Corporate Governance structure of C. A. La filedad de Caracas is comprised of, in additiorth®
Stockholders’ Meeting, the Board of Directors am& tHuman Resources Committee. This structure is
complemented by the Office of Internal Auditing ahd Area of Standards, Risks and Investors.

(28) NEW LEGISLATION

(29)

(@)

(b)

Monetary Reconversion Law

On 6 March 2007, Official Gazette N° 38638 publishbe Decree Law on Monetary Reconversion which
establishes that from 1 January 2008, the unitifermonetary system of the Bolivarian Republic eh¥zuela
will be restated to the equivalent of one thousaundent bolivars. Consequently, bolivars existaighat date
must be converted into the new monetary unit bydittg them by one thousand and rounding to theastar
cent.

On 21 June 2007, the Board of Directors of BCV ésslResolution 07-06-02, establishing “Standards
Governing Monetary Restatement and Rounding”. chatb of this Resolution establishes that prepamnagind
presentation of financial statements correspontiingears ended prior to 1 January 2008, approvied tfat
date, must be prepared in current bolivars accgrdoy Generally Accepted Accounting Principles. For
purposes of comparison with prior years, amountthose financial statements are converted accortting
article 1 of Decree Law on Monetary ReconversioBDC, in compliance with that Law, applied all the
technological, administrative and financial measuceensure compliance throughout the company.

Enabling Law

Official Gazette N° 38617 published on 1 Februa®p2 contains the Law that authorizes the Presidént
Venezuela to issue at cabinet meetings with raalyevand force of law, in accordance with the ginds,
purposes and legal framework of the matters digzmligsthis Law, pursuant to the last paragraphrinla 203
and number 8 of article 236 of the Venezuelan Guutigin; consequently, laws for 11 different areafs
national interest can be enacted, including ecoopfimancial and fiscal areas.

FUTURE ADOPTION IN VENEZUELA OF A NEW STRUCTURE OF G ENERALLY ACCEPTED
ACCOUNTING PRINCIPLES

In June 2004, the Venezuelan Federation of PubticoAntants (FCCPV) approved a Plan for the Adoptibn
International Financial Reporting Standards (IFR&spenerally accepted accounting principles inéZerla. This
adoption would initially be mandatory for fiscalars beginning on or after 1 January 2007, but neagdopted early
in 2006. After approval of the aforementioned Adop Plan, FCCPV has considered several aspeetsnglto the
content and form of those standards as well asitfetable for application or adoption accordinghe type and size
of companies. In a decision made in August 2006,Board of Directors of FCCPV agreed that the &dapof
International Financial Reporting Standards wouwddab follows:

1.

Entities in general, except those listed on thelsexchange and those classified as Small and Me&ized
Companies (PYME) will have as the initial adoptideite, the end of the fiscal year ending on 31 Déegm
2008, or the date immediately thereafter.

Small and Medium Sized Companies (PYME) will haveeéfective date for adoption, the date of thedisc
year ending 31 December 2010, or the date immdglidtereafter.

Entities listed on the stock exchange will haveigitial adoption date agreed by the National Sdmsi
Commission. As of the date of this report, theutating body has not established a mandatory acioptate
for the entities that it regulates. At the DirastaMeeting of FCCPV held in August 2006 it was et that
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(30)

the initial adoption date for companies listed be stock exchange would be established by CNV as th
regulating body. At of the date of this reporg tBNV has made no pronouncements regarding adog#tas.

EDC is currently evaluating the impact of the admptof International Financial Reporting Standa@s its
consolidated financial statements.

SUBSEQUENT EVENTS

(@)

(b)

Resolution 190, Investment in Region 4 of CADAFE

As a result of approval by the Presidency of theoudic of Resolution 190, the Company prepared an
investment budget for 2008 to operate Region 4 ADEFE (Miranda and Aragua States). This project
encompasses the installation of power transformeesntenance of circuits from insulation to pruniagd
recovery of buildings in the zones of La VictorBarlovento, Villa de Cura, Choroni Office, Palo Meg
Office and the head office in San Bernandino (sge A).

Board of Directors of Corporacion Eléctrica Nacioh§CELEN)

On 18 February 2008, Official Gazette N° 38872 mlitdd the appointment of the Board of Directors of
Corporacion Eléctrica Nacional, S. A., the corpraigrouping all electricity sector companies (sete 4).

(31) ADJUSTMENTS AND RECLASSIFICATIONS

The amounts in the consolidated financial statesmehthe Company at 31 December 2007 and 2006fcaind
the years then ended, presented in this repoferdibm those reported in the legal books at thiestes due to
the subsequent recognition of certain adjustmertso, certain amounts in the 2006 consolidatedrfaial
statements and their footnotes have been reckedddiconform to the classifications used in 2007.
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INDEPENDENT AUDITORS’'REPORT

To the Board of Directors and Stockholders of Q. A Electricidad de Caracas

We have audited the accompanying consolidated balgineets of C.A. La Electricidad de Caracas ahdidiaries
(the “Company”) as of December 31, 2006 and 2008, the related consolidated statements
of income, stockholders’ equity, and cash flows tfe years then ended (all expressed in constdivabo as of
December 31, 2007). These consolidated financééstents are the responsibility of the Company’sagament.
Our responsibility is to express an opinion on ¢hfslsancial statements based on our audits.

We conducted our audits in accordance with audistagndards generally accepted in Venezuela. Thasglards

require that we plan and perform the audit to abtaasonable assurance about whether the finastei@ments are
free of material misstatement. An audit includeareining, on a test basis, evidence supporting theuats and
disclosures in the financial statements. An audib ancludes assessing the accounting principlesd usnd

significant estimates made by management, as wedlvaluating the overall financial statement preséem. We

believe that our audits provide a reasonable asisur opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, timafcial position of
the Company and subsidiaries as of December 3 208 2005, and the results of their operationstheil cash
flows for the years then ended in conformity witltaunting principles generally accepted in Veneauel

As discussed in Note 29, the accompanying finarst&kements have been restated.

LARA MARAMBIO & ASOCIADOS
A Member Firm of DELOITTE TOUCHE TOHMATSU

Henry M. Sardo
C.P.C. N°10.171
C.N.V. N° S-796

February 16, 2007

(June 8, 2007 as to the effects of the restatentisnussed in Note 29 and disclosure regarding aitiui of the
Company by PDVSA explained in Note 2, and March 2208 as to the presentation of financial statemént
constant bolivars as of December 31, 2007 andinedalassifications made on the financial stateisian indicated
in Note 3cc.)
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C.A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2006 AND 2005

IN CONSTANT BOLIVARS AS OF DECEMBER 31, 2007
(In millions of bolivars)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Short-term restricted investments
Accounts receivable - net
Inventories - net
Prepaid expenses
Deferred income taxes

Total current asse

PROPERTY, PLANT AND EQUIPMENT - NET
INVESTMENTS

LONG-TERM ACCOUNTS RECEIVABLE
DEFERRED INCOME TAXES

OTHER ASSETS AND DEFERRED CHARGES

TOTAL

LIABILITIES, MINORITY INTERESTS AND STOCKHOLDERS' E

CURRENT LIABILITIES:
Short-term debt
Accounts payable
Other current liabilities

Total current liabilities

LONG-TERM DEBT
LABOR LIABILITIES
OTHER LIABILITIES

Total liabilities
MINORITY INTERESTS

STOCKHOLDERS' EQUITY:
Restated capital stock (equivalent to nominal
capital stock of Bs. 329,221 and Bs 314,273, raspy)
Paid-in surplus
Merger surplus
Retained earnings:
Undistributet
Legal reserv
Cumulative translation adjustment

Total stockholders' equity

TOTAL

See notes to the consolidated financial statements

F-42

(Restructured) (Restructured)
200¢ 200t

502,15 439,4(
- 124,3¢
336,856 258,6¢
102,439 97,91
11,01 21,67
28,575 42,3t
981,03 984,3¢
5,164,094 5,454,82
24,743 14,4¢
74,920 128,2z
60,617 47,52
126,216 135,61
6,431,62 6,765,0¢
110,023 243,32
285,606 324,94
256,057 147,77
651,686 716,0:
686,501 961,92
113,096 153,82
135,116 136,8¢
1,586,399 1,968,6¢€
3,625 2,9t
3,515,249 3,495,87
546,47 469,8¢
62,82 62,82
369,12 414,1¢
352,42 352,42
(4,49 (1,75
4,841,601 4,793,452
6,431,625 6,765,0¢




C.A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
IN CONSTANT BOLIVARS AS OF DECEMBER 31, 2007

(In millions of bolivars, except for net earning pe shares and ADS amounts)

OPERATING REVENUES:
Sales of energy
Services rendered

OPERATING EXPENSES:
Generation and purchase of energy
Transmission and distribution
Depreciation and amortization

GROSS INCOME

GENERAL AND ADMINISTRATIVE EXPENSES
OPERATING INCOME

COMPREHENSIVE FINANCIAL INCOME (COST) — NE

OTHER INCOME (EXPENSES) - NET
Other income (expenses) - net
Gain on sale of securiti

Equity in affiliate

INCOME BEFORE INCOME TAXES AND MINORITY INTERESTS
PROVISION FOR INCOME TAXES

INCOME BEFORE MINORITY INTERESTS

MINORITY INTEREST

NET INCOME

Net earning per share

Weighted average number of outstanding st

Net earning per ADS

See notes to the consolidated financial statements
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(Restructured) (Restructured)
200¢ 200t
1,845,173 1,870,419
67,635 79,103
1,912,808 1,949,522
381,530 443,161
263,961 209,141
529,020 556,414
1,174,511 1,208,716
738,297 740,806
364,060 334,601
374,237 406,205
28,43: (139,726
(24,434) (52,711)
33,92: 119,50:
705 (508)
10,192 66,283
41361 332,762
(101,852) (87,457)
311,009 245,305
(667) (1,088)
310,342 244,217
97 77
3,204,529,57 3,154,837,71
4,842 3,868




C.A. LAELECTRICIDAD DE CARACAS AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
IN CONSTANT BOLIVARS AS OF DECEMBER 31, 2007
(In millions of holivars)

PREVIOUSLY REPORTED BALANCES
AS OF DECEMBER 31, 2004

Cumulative effect of the adoption of the recogmtio
and measurement of asset retirement obligatione([86)

Cumulative effect of the adoption of the recogmitio
and measurement of accounts receivable
from governmental entities (Note 29)

RESTRUCTURED BALANCES
AS OF DECEMBER 31, 2004

Capital stock increase

Restructured net income

Dividends declared

Redemption of treasury stock

Foreign currency translation adjustment

RESTRUCTURED BALANCES
AS OF DECEMBER 31, 2005

Capital stock increase

Restructured net income

Dividends declared

Foreign currency translation adjustment
BALANCES AS OF DECEMBER 31, 2006

See notes to the consolidated financial statements

Cumulative
Restatec Retained earnings foreign currency Total
capital Paid-in Merger Legal translation Treasury stockholders
stock surplus surplus Undistributed reserve Sub-total adjustment stock equity
3524218 469,718 62,825 534,569 352,423 886,992 826 (28,384) 4,916,195
(4,627) (4,627) (4,627)
(19,155) (19,155) (19,155)
3524218 469,718 62,825 510,787 352,423 863,210 826 (28,384) 4,892,413
43 167 210
24417 244217 244217
(340,824) (340,824) (340,824)
(28,384) 28,384
(2,582) (2,582)
3,495,877 469,885 62,825 414,180 352,423 766,603 (1,756) 4,793,434
19,372 76,594 95,966
310,342 310,342 310,342
(355,402) (355,402) (355,402)
(2,739) (2,739)
3515249 546,479 62,825 369,120 352,423 721,543 (4,495) 4,841,601
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C.A. LA ELECTRICIDAD DE CARACAS AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005
IN CONSTANT BOLIVARS AS OF DECEMBER 31, 2007
(In_ millions of bolivars)

OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to cash
provided by operating activities:

Monetary result for the period
Exchange differences - net
Foreign currency translation adjustment
Minority interests
Return on short-term restricted investments
Depreciation and amortization
Amortization of deferred financial costs
Amortization of preoperating and start-up expenses
Provision for labor liabilities
Deferred income taxes
Provision for impairment of long-term investments
Equity in affiliate

Changes in operating assets and liabilities:
Decrease (increase) in:
Accounts receivable - net
Inventories - net
Prepaid expenses
Other assets and deferred charges
Assets from entities held for sale

Increase (decrease) in:
Accounts payable and other current liabilities
Liabilities from entities held for sale
Labor liabilities paid
Other liabilities
Net monetary result from operating activities

Net cash provided by operating activities

INVESTING ACTIVITIES:
Purchases of property, plant and equipment
Sales - disposals of property, plant and equipment
Decrease in restricted cash
Decrease in short-term restricted investments
Decrease (increase) in investments
Net, monetary result from investing activities

Net cash (used in) provided by investing activities

FINANCING ACTIVITIES:
Decrease in short and long-term debt
Payment of cash dividends
Capital stock increase
Share repurchase program
Settlement of hedging instruments
Net monetary result from financing activities

Net cash used in financing activities

EFFECT OF EXCHANGE DIFFERENCES ON CASH AND
AND CASH EQUIVALENTS

EFFECT OF INFLATION ON CASH AND CASH EQUIVALENTS
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT THE END OF YEAR

SUPPLEMENTAL INFORMATION
Payments during the year:
Interests

Taxes

See notes to the consolidated financial statements
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(Restructured) (Restructured)
200¢€ 200t
310,342 244,217
(118,789) (116,260)
184 87,803
(2,739) (2,582)
667 1,088
(5,452) (5,833)
529,020 556,414
4,393 3,878
2,655 3,106
82,010 78,745
692 5,374
(705) 508
(24,891) 123,447
(4,523) (3,503)
9,084 57,146
20,454 158,494
38,297 (233,497)
(122,735) (121,779)
(194) 73,131
(12,066) 2,892
705,704 912,789
(248,419) (209,834)
11,998 (53,693)
- 446,652
124,368 4,056
29,666 (10,803)
18,040 (14,679)
(64,347) 161,699
(428,720) (1,156,374)
(358,667) (336,775)
95,965 210
- 100,496
178,129 307,900
(513,293) (1,084,543)
- (62,251)
(6314) (179,853)
62,750 (252,159)
39,404 691,563
502,154 439,404
106,685 219,983
45,567 35,179




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEARS ENDED
DECEMBER 31, 2006 AND 2005

(In millions of constant bolivars)

1. ORGANIZATION

C.A. La Electricidad de Caracas (EDC or the Compdioyinded in 1895, is a vertically integrated
electricity utility that generates, transmits andtributes electricity to the Metropolitan Area Ghracas,
Guarenas and Guatire and Los Teques in Miranda,St@rgas State and San Felipe in Yaracuy State,
through its subsidiary C.A. Luz Eléctrica del Yamgc Likewise, EDC through its subsidiaries renders
electric power generation service to the oil indystelecommunications services, commercial and
financial management, among other. As of Decemhbe2B06 and 2005 EDC

is 82.15% and 86.05% owned by AES Corporation (AESpectively.

The Company’s shares are listed in the Caracask Hachange, as well as in the New York’s Stock
Exchange under ADRs and under American Deposithayes (ADS) in Latibex, the most important Latin-
American securities market, which operates in tlalMtl’'s Stock Exchange, Spain.

2. PUBLIC OFFERING OF EDC’s OUTSTANDING SHARES

On February 5, 2007, the People’s Power MinistryEpergy and Oil and AES Corporation (AES), entered
into a Memorandum of Understanding establishing tha parties would execute final agreements for
Government, or the entity appointed thereby, touaeqall stock participation of AES Corporation and

subsidiaries in EDC, including all Shares and ADiRsa total price of

U.S.$ 739,260,000.

On February 8, 2007, Petrdleos de Venezuela S.AVEA) entered into a Memorandum of
Understanding with AES Corporation establishing BBVSA would acquire all the equity in EDC under
the same terms and conditions established in thedviendum of Understanding dated February 5, 2007.

On February 15, 2007, AES Corporation and its 108&hed subsidiary AES Shannon Holding B.V.
entered into a final agreement with PDVSA estaibigithe terms and conditions for the acquisition by
PDVSA of total share interest in EDC (82.15%) aodthe price agreed on February 5. On April 2, 2007
the Venezuelan Securities and Exchange Commis€ibiv) through Resolution

N° 043-2007, authorized the disclosure of the Rubfifering circular related to all the outstandistzares

of EDC to be acquired by PDVSA, in conformity withe provisions of the Capital Market Law and
regulations on acquisition, exchange and contrglutilic offerings on shares and other rights thereo

On April 8, 2007, PDVSA announced the public offigrithe main characteristics of which are as follow

PDVSA offered to acquire all the outstanding shareEDC (3,292,214,078) free of any lien, guarantee
assignments, privileges, guarantee trusts, pedeiights, attachments, prohibition to sale or entwer or
other legal measures or other taxes or rightsrifight affect their full enjoyment, use and disposal

The price of the offer in Venezuela was equivalartbolivars to U.S.$ 0.2734 per share, calculatethe
official exchange rate for sale of US dollars ifeef at closing date. To date, U.S.$ 0.2734 arévatpnt

at the official exchange rate of Bs. 2,150, to B87.81. The offer in Venezuela was open for all
stockholders. No ADRs were accepted for Venezu#fkring; however, the ADRs could be submitted in
the USA offering.

Parallel to this offering in Venezuela to purchasgstanding shares, PDVSA submitted an offerinthe
United States of America to acquire all the outdiag ADRs representing EDC’s shares, at a price of
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U.S.$ 13.6675. Each ADR represents 50 EDC's shars Note 30 (a) — Subsequent Events — Change in
Shareholding Structure).

SIGNIFICANT ACCOUNTING POLICIES

The main accounting policies used by the Company i subsidiaries in the preparation of their
consolidated financial statements are summarizédllasvs:

(@)

(b)

(©)

Basis of presentation- The consolidated financial statements have begmaped in accordance
with "Standards for the Preparation of Financiat&tents of Entities Subject to the Control of
Comision Nacional de Valores,” issued by the Verdsu Securities and Exchange Commission
(CNV) in accordance with Generally Accepted AccangtPrinciples in Venezuela (Venezuelan
GAAP) issued by the Venezuelan Federation of Pulticountants (FCCPV).

For the convenience of the reader, the consolidébaahcial statements and their accompanying
notes have been translated from Spanish into Endliertain accounting practices applied by the
Company that conform with Venezuelan GAAP may nobform with generally accepted
accounting principles in the United States (“U.3APR").

Consolidation— The consolidated financial statements of EDC d3axfember 31, 2006 and 2005,
include the financial statements of C.A. Luz Elietrdel Yaracuy (Caley) and Subsidiary; C.A.
Luz Eléctrica de Nueva Esparta (Calene); Generad®iVapor Genevapca, C.A. (Genevapca);
Energia y Servicios Industriales Enerxis, C.A. (&) and Subsidiary; Titulos Venezolanos, C.A.
(Tivenca); Administradora Serdeco, C.A.; AES Netlv@ommunications S.C.S.; AES Global

Energy and Telecom Solutions, C.A. (Gets); AES NeknSolutions, C.A. and Subsidiary; AES

Soluciones Tecnolégicas C.A., Electricidad de Casa€inance B.V. and Subsidiary (EDC
Finance B.V.) and Subsidiary and Phoenix InternzadioC.A. (Phoenix). All companies have

been incorporated in Venezuela, except for EDC draB.V. and Subsidiary, incorporated in
The Netherlands.

The subsidiaries Tivenca, Enerxis and Subsidiagts@nd AES Soluciones Tecnolégicas. C.A.
are dormant. These companies have not been prdsastdiscontinued operations since to date,
no detailed and formal plans have been prepareth&r disposal. The total deficit stockholders’
equity of these subsidiaries amounts to Bs. 1,8afing 2005, the following subsidiaries were
liquidated: K-Listo Publicidad, C.A.; Inmobiliari&DC, C.A. and Subsidiaries; Telematica
Enerzul, S.C.S and Energia del Zulia, C.A. (Engrzbke effect of the liquidation of these
companies was not significant for the consoliddilegincial statements.

All subsidiaries are wholly owned by EDC, except A£S Network Communications S.C.S. and
the subsidiary of Caley, Aracoi, S.A., which are¥8@nd 96.33% owned by EDC and Caley,
respectively. All intercompany transactions andahaés, including revenues, expenses, and
dividends are eliminated in consolidation; gainsl &msses from intercompany transactions are
totally eliminated in consolidation.

The Company’s fiscal year ends on December 31 fiEbal years for certain subsidiaries ends on
different dates. However, the difference is no mdnan three months. Accordingly, the
consolidated financial statements of the Compasiude the accounts of the subsidiaries to the
date of their respective fiscal year-ends or imbgpieriod, and the necessary adjustments are made
to reflect transactions and significant events ae) if any, between the Company’s fiscal year-
end and the subsidiaries’ fiscal year-end. Thergehbeen no significant events at these
subsidiaries between the Company'’s fiscal yearadithe subsidiaries’ fiscal year-end that may
have a material impact on the consolidated findrsté&ements.

Segment information— The Company’s operations are mainly performed ian&zuela.

Historically, for management’'s decision-making pses, the Company is organized by its
vertically integrated electricity operations andnrelectric businesses. Non-electric activities
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(d)

(e)

(f)

represent a minor percentage in connection with hieime of transactions and amounts if
compared to the electric business. Accordingly,Goenpany’s operating segments mainly consist
primarily of its vertically integrated electricitpperations. Operating costs incurred under a
vertically integrated structure are taken from tbempany’s internal reports and monitored by
management. Revenues are based on regulated sategch final consumer. Because these rates
are not separately established for each businedts the activities of which are vertically
integrated, allocations of revenues to these dettviare not performed by management.
Accordingly, management does not report these iieBvas separate business segments, as
provided by International Accounting Standard N°(IAS 14) “Segment Reporting.”

Financial statements in constant bolivars The consolidated financial statements are presented
in constant bolivars, for the purpose of elimingtthe distortion generated by changes in the price
levels in the Venezuelan economy. The General Rigsel Method (G.P.L.) was used to prepare
the financial statements in constant bolivars. Tiithod consists in substituting the measurement
unit used in traditional accounting for a constauntrency, restated at the date of the consolidated
financial statements. For restating purposes, tB®nSumer Price Index” (C.P.l.) for the
metropolitan area of Caracas was used, whichie&by the Central Bank of Venezuela.

Monetary items included in the consolidated balastoeet are presented at nominal value, since
they reflect the purchasing power of the monetany to the date of the last consolidated balance
sheet. Nonmonetary items such as inventories, tepaenses, property, plant and equipment,
investments, other assets and deferred chargesiopeplan (until the year 2005) and other post-
retirement benefits, capital stock and other noretemy items such as depreciations and
amortizations are expressed in constant bolivairsguthe accumulated inflation factor from the
date of acquisition or origin. Sales, revenuesgesps and other monetary items are expressed in
constant bolivars, based on the monthly inflatiaotér with respect to the transaction date. The
monetary result for the year is calculated applyihging the period, the inflation rates to net
monetary assets and liabilities. This represergabkult from exposure to inflation for holding net
monetary assets or liabilities during inflationgsriods.

The 2006 and 2005 consolidated financial statemenésiously presented in constant bolivars at
that date, are presented for comparison purposesnstant bolivars as of December 31, 2007
through the application of the annual variationhia C.P.1.

The Consumer Price Indexes at the beginning, eddaaarage for the years ended December 31,
are as follows:

2007 2006 2005
At the beginning of year 614.83179 525.64893 éa5973
At the end of year 752.90453 614.83179 525.64893
Average for the year 670.68502 565.01247 497.9332
Inflation for the year and YTD 22% 17% 14%

Classification of current and noncurrent balances In the accompanying consolidated balance
sheets, balances are classified based on theiddias, i.e. current balances are due in twelve
months or less and noncurrent balances are duewgbre months.

Cash and cash equivalents Cash in banks and investments in time deposits ningtin three
months or less are considered to be cash and qashakents. The effect of inflation and the effect
of the exchange differences on cash and cash denisaare reflected as separated captions in the
consolidated statements of cash flows. The corm@liistatements of cash flows are presented by
using the indirect method based on Statement obiating Principles N° 11

(DPC-11) “Statement of Cash Flows.”

F-48



(9)

(h)

0

(k)

Short-term investments include National Public DBbhds (DPN) issued by the Government of
the Bolivarian Republic of Venezuela, since theatunity is three months or less.

Allowance for doubtful accounts- The Company maintains an allowance for doubtfabants at
levels that management considers adequate to potential uncollectible accounts. Management
evaluates the levels of the allowance on the hafsfactors that may affect the collectability of
billed amounts. The aging of balances receivablé #me customers’ situation are constantly
monitored to assure an adequate allowance in theotidated financial statements.

During the year ended December 31, 2006, the Coypananagement decided to change the
policy regarding the allowance for doubtful accqu fully provisioning all clients representing
aging over 365 days, except for large clients antalip entities that will be individually assessed.

Accounts receivable from governmental entities Accounts receivable from governmental
entities are originally recognized at their fairlu@ and are subsequently measured at their
amortized cost using the effective interest ratéhaed Adjustments from the original face value
to present value are recognized as financial res®m the consolidated statement of income in
conformity with IAS-39 (See Note 6 — Accounts reedile - net).

Inventories — Inventories, except for goods in transit, are vela¢ the lower of cost or market
value, using the average cost method. These intestare presented at restated values, which are
determined through the application of the CPI. Té&tatement was based on the origin date of
each level, grouping captions per month. Goodsainsit are valued at actual cost of each freight.
Restated values obtained for these inventoriesotiexceed their net realization value.

As of December 31, 2005, the Company decided togdhats inventory valuation method for
materials and supplies from the “Last in- First”omethod (LIFO) to the average cost method.
This change did not affect the consolidated finalnsiatements, since inventories recovery value
is lower than their inflation-adjustment value, fusth the LIFO method and the average method.
Therefore, inventories are presented at their regpovalue.

Prepaid expenses- Prepaid expenses presented in the consolidatechdealaheets mainly
correspond to insurance policies contracted byGbenpany to cover contingencies related to
industry risk, advertising, industry and commeregept, and cestatickets (food bonuses given to
the Company’s employees in advance).

Property, plant and equipment Property, plant and equipment are presented attiofi-adjusted
acquisition cost. Disbursements for maintenancerapdirs are charged to income for the year as
incurred, while those for renewals or improvemeats capitalized. Planned major maintenance
costs related to activities scheduled to occur @aprately every 5 years are capitalized as
incurred. Depreciation is calculated using the ightaline method based on the originally
estimated useful lives of assets, as follows:

Years
Real-estate, plant and equipment 20, 25, 30 and 38
Other properties 3,5, 10, 14, 20 and 50

The portion of interest rate exceeding inflatiorterapplicable to disbursements related to
investment projects is capitalized as an additi@eat of constructions in process. This portion is
amortized based on the applicable useful life eéts

When assets are sold or disposed, the correspordistyand related accumulated depreciation
adjusted for the effects of inflation are elimirdhttom the accounts and the gain or loss is
reflected in income for the period (See Note 8 eperty, plant and equipment - net).
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Management presents in this caption spare partspandanent maintenance equipment, which
can be used over one year. Spare parts and equipmilebe capitalized to property, plant and
equipment, upon completion of all related projetiisis complying with International Accounting
Standards N° 16 (IAS 16) “Property, plant and eoapt.”

The energy and steam agreement entered into bystbsidiary Genevapca sets forth the
obligation of disposal of assets provided that ale agreement is reached thereon. The Company
has recorded as higher value, the current valestifnated costs for this concept at the beginning
of assets’ useful life. This estimation is annuallyiewed so the provision reflects the current
value of estimated future costs. The asset’'s vaduenly adjusted by deviations from the
beginning cost. The variations on the provisionviyue of its financial updating are recorded
under financial expenses.

Leasing — During 2004, the International Accounting StandarBsard (IASB) issued
Interpretation N° 4 (IFRI€) “Determining whether an Arrangement containseade,” which
shall be applied for annual periods beginning omfter January 1, 2006. The Company assessed
this new standard and determined that the conttstiosed in Note 26 may contain a lease,
which based on Statement of Accounting Principled M (DPC-14) “Accounting for Leases,” led

to conclude that the same is assimilated to aratipgrlease.

Investments— Investments are recorded in accordance with StatewfeAccounting Principles
N°15 (DPC 15) “Accounting for Investments.”

Investments considered as “trading” are presentadaaket value. The effects generated by the
fluctuation in the market value of these investment recorded in income for the period.

Investments considered as “available-for-sale’mesented at fair value. The effects generated by
the fluctuation in the fair value of these investitseare recorded in the statement of changes in
stockholders’ equity under “Unrealized result franvestments” until their realization through
sale or disposal.

Investments in debt securities considered as “teldraturity” are presented at their original cost,
decreased by principal payments, add or less tbenadated amortization of the differences
between the original cost and the amount to beivedeupon maturity (amortized cost).
Amortization of these differences is calculatedngsthe straight-line method until maturity.
Dividends, interests and amortizations of premiwmdiscounts of these investments are recorded
in the statement of income for the period (See N@t¢b) Debt-long-term debt).

Investments in companies which represent betweét &@d 50% ownership, where a significant
influence rather than control is exercised by tr@mPany, are accounted for under the equity
method. Under the equity method, the investmenaisied at the cost of the Company’s share in
the net assets of the investee, and the Compaguisyen gains or losses since acquisition, less
dividends received. The Company’'s equity in the gain or losses of these investments is
recorded in the item “Equity in affiliate” in the@nsolidated statements of income.

Investments without a readily determinable fairueathat do not represent more than 20% voting
power and for which the Company does not have Hilityato exert a significant influence are
accounted for on an inflation-adjusted cost bd3igidends and other gains and losses from these
investments are recorded under “Other Income, indfie consolidated statements of income.

The equity participation in foreign companies iséx on the equity value in bolivars, translated
into their respective foreign currency, in accorclamvith the Statement of Accounting Principles
N° 12 (DPC-12) “Accounting Treatment for Transaation Foreign Currency and Conversion or
Translation of Foreign Transactions,” as follows:

» Assets and liabilities are translated at the yearexchange rate.
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* Revenues and expenses are translated at the exclaagn effect at the transaction date.

e The resulting translation effect is presented mdbnsolidated statements of changes in
stockholders’ equity in the “Cumulative translatiadjustment.”

The Company periodically reviews whether there ardicators of impairment in equity
investments. If indicators of impairment exist, f@empany reviews if the equity investments
where fair value is less than the carrying valuglétermine if the decline in value is other than
temporary. If the decline in value is considered#oother than temporary, an impairment loss is
recognized to reduce the carrying value of the stment at its fair value.

Other assets and deferred charge€osts incurred to acquire an implement softwardrfternal

use have been capitalized and classified as iringissets and are being amortized using the
straight-line method over a period between threeaf® five (5) years. Internal use computer
software includes those acquired, internally depeth or modified solely to meet the internal
needs of the Company, and not destined for extsalal

Maintenance costs and non-significant modificaticelating to existing software are expensed as
incurred.

Likewise, intangible assets include preoperating start-up expenses, which are amortized using
the straight-line method over five (5) years (Sexe\L1 — Other assets and deferred charges).

Labor liabilities

Accrual for severance benefits Employee severance benefits are calculated anddetan
accordance with the Venezuelan Labor Law and thengamy's current collective bargaining
agreement (see Note 16 (a) — Labor liabilities crBal for severance benefits). The benefit is
accrued based on the total value of the benefittich employees would be entitled if all employees
were to resign immediately on the consolidatedrizglasheet date. Under the current Labor Law,
employees earn a severance indemnity equal ta(5ivdays salary per month, up to a total of 60
days per year of service, without retroactive aujignts.

Pension plan and other postretirement benefitShe Company applies the methodology required
by the International Accounting Standard N° 19 (IA9) “Employee benefits,” effective since
1999, for recognizing pension plan and other ptistraent benefits.

For defined benefit retirement plans, the cost odvjaling benefits is determined using the
Projected Unit Credit Method, with actuarial vaioas determined by independent actuaries
using nominal discount rates, asset yields, sglasgression and estimated medical cost increase
to calculate the obligation to be recorded at tesolidated balance sheet date, and the liabdity t
be non-monetary for inflation adjustment purposistuarial gains and losses that exceed ten
percent (10%) of the present value of the Compadgfsed benefit obligation are amortized over
the expected average remaining working lives of plaeticipating employees. Past service is
recognized immediately to the extent that benefits already vested, and otherwise is amortized
on a straight-line basis over the average peridil tlve additional benefits become vested.

Determination of pension’s obligations, costs aiadbilities depend on a variety of long-term
premises, including estimates of the present valukiture projected pension payments for the
plan participants, considering the probability afure potential events, such as minimum urban
wage raise and demographic experience. Such premisy have an effect on the amount and
opportunity of the future contributions, in caseasiation exists. In addition, the plan trusteergar
out and independent valuation of the fair valuéhefpension plan assets.

The discount rate allows establishing future cdstvd at present value at measurement date. A
lower discount rate increases the present obligatedue and it usually increases expenses. The
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Company’s inflation premise is based on the evanabf market external indices. The salary
raise premise considers long-term actual experiefutare perspective, and projected inflation.
Actuarial values are calculated based on the Cowgipaspecific experience combined with
published statistics. As of December 31, 2006 &@b2the Company has provided cash funds to
partially cover the liability recorded in the cotidated financial statements. (See Note 16 - (b)
Labor liabilities — Pension plan and other posireatent benefits).

The Company provides certain medical benefits testmetired employees and accrues costs
determined for post-retirement benefits as actimpleyees earn such benefits.

Income taxes— The income tax provision is calculated based onntitetaxable income of each
company included in consolidation, determined infoomity with the Venezuelan tax legislation,
which does not allow consolidating the results obsidiaries for tax purposes. The deferred
income taxes were determined in accordance wittent of Accounting Principles

N° 3 (DPC-3 Accounting for income taxes — Reviseggést 2003). In accordance with said
statement, deferred tax assets and liabilitiesespwnding to the amount of income tax expected
to be recovered or payable on temporary differefmdg/een reported book values of assets and
liabilities and their corresponding tax bases stidid recognized (See Note 19 — Tax regime).

Deferred tax assets and liabilities are determibgdising tax rates established or decreed by
current tax law to the consolidated balance shatt.d

Provisions — The Company estimates and records in the consetidéinancial statements
provisions for labor, legal, and tax contingenciesntracts with third parties and other, in
accordance with the circumstances, which baseth®mpinion of its legal counsels, are probable
and can be fairly quantifiable (See Note 26 — Cotmmants and contingencies). The Company
recognizes such provisions considering the besiladla information regarding the present
obligation as a result of a past event, the detatiin of such obligation amount, and the
probability that an outflow of resources embodyamgnomic benefits will be required to settle the
obligation.

Recognition of the effects of inflation The Company restates all of its financial statetém
terms of the purchasing power of the VenezuelanvBohs of the end of the most recent period
presented, thereby comprehensively recognizingeffexts of inflation. The prior year amounts
presented herein differ from those originally repdrin terms of Venezuelan Bolivar of the
respective year. Consequently, all financial staetmamounts are comparable, both for the
current and the prior year, because all are staterms of Venezuelan Bolivar of the same
purchasing power. However the financial statememse been restated to thousands of
Venezuelan Bolivar of purchasing power of DecemBgy 2007, since they are included with
other financial statements in Venezuelan Bolivapafchasing power of this date.

Impairment in the value of long-lived assetsThe Company annually assesses the book value of
long-lived assets, whenever events or changegsdéaorostances indicate that the carrying amounts
of such assets may not be recoverable. The recaadng of an asset is the higher between its fair
value less any cost to sell it and its use valuge Tse value is the present value of future
discounted cash flow projections estimated to breegged from the use or disposal of such asset.
In case these future discounted cash flow projestiare not sufficient to recover the value of
assets recorded, these will be adjusted at thewvery value. For the purpose of evaluating
impairment, assets are grouped at the lower lemehich individually identifiable cash flow
exist (cash-generating units).

In case the fair value of an asset or a cash gemgranit is lower than its carrying amount, the
carrying amount of the asset or cash-generating isnreduced to its recovery value, thus
recognizing an impairment loss. As of December Z¥06 and 2005, no impairment loss in the
value of long-lived assets has been recorded.
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Upon reversal of an impairment loss, the carryingpant of the asset increases at its estimated
reviewed recovery value, so the increased carrgimgunt does not exceed the value that would
have been determined had no impairment loss bemymné&zed for the asset or cash-generating
unit in prior periods. A reversal of the impairmdass in the value of the assets is immediately
recognized thereafter.

The Company’'s Management considers that its estindtiture cash flows are reasonable;
however, changes in estimates that may originatedduture cash flows or fair value due to
unpredictable changes in the business premisesnegatively affect the valuation of long-lived
assets.

Revenue and expense recognition Revenues from the sale of energy are recognizeithen
period where output is delivered. Revenues fromvises rendered are recognized in the period
where services are rendered. Operating revenudsdmainbilled revenues from energy supplied
as of December 31, 2006 and 2005. This amount m&gded in trade accounts receivable in the
accompanying consolidated balance sheets. Thelatdouof unbilled revenues is based on the
number of days not billed during the month, thdnested amount of energy delivered during
those days and the average price per customer fda#isat month. Expenses are recorded on an
annual basis.

Interest income is accrued on a regular basis geifa reference the outstanding capital balances
and effective interest rate applicable.

Operating revenues— Operating results are presented after charging resqee for energy
generation, purchase, transmission and distributitapreciation, amortization, and general and
administrative expenses, but before investmentnmecand financial expenses.

Concentration of credit risk- Although EDC'’s cash and equivalents, and accow@usivable are
exposed to potential credit loss, the Company doébelieve such risk to be significant. Most of
the Company’s accounts receivable comes from adbama diverse group of customers, which,
individually, do not represent a significant cred#k. Sales to Venezuelan governmental entities
represent 21.77% and 22.76% for the years endedrilaer 31, 2006 and 2005, respectively. (See
Note 6 — Accounts receivable - net)

Market risk — The Company is exposed to market risks, includingnges in interest rates and
foreign currency exchange rates. The Company lintits investment risk by placing its
investments principally in securities of the maadtable companies and institutions. The Company
is reluctant to investment loss and ensures thetysaind preservation of its invested funds by
limiting default and market risk.

Prudent management of the liquidity risk impliesimeining sufficient cash and short-term
investments, funding availability through an addequaumber of credit lines, and ability to close
market positions. Due to the dynamic nature oflibsiness involved, the Company’'s Treasury
seeks to maintain funding flexibility by maintaigifines of credit available.

Concentration of operations- The Company purchases fuel and gas for plants’abipes from

its only local supplier Petroleos de Venezuela,.$FDVSA). During the years ended December
31, 2006 and 2005, purchases made from such supptieunted to Bs. 239,372 and Bs. 288,157,
respectively, corresponding to 57% and 65%, resglgt of total generation and purchase of
energy expenses. As a result of these operatiatendes payable to such supplier as of December
31, 2006 and 2005 amount to Bs. 127,402 and Bs5&81respectively.

The Company takes part in an interconnection progveith the main electric companies in
Venezuela, i.e. CVG Electrificaciéon del Caroni, C.&£VG Edelca) Compafila Andénima de
Administracion y Fomento Eléctrico (Cadafe), Enargléctrica de Venezuela (Enelven), whereby
general conditions for the operation of the intawoected system and energy exchange between
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such companies is established in order to meet Eergy needs. Prices of such exchanges are
determined by the National Government through putggsolutions published in Official Gazette.

Fair value of financial instruments— Financial instruments are recorded in the constdidia
balance sheets as part of assets or liabilitietheit corresponding market value. The carrying
amount for cash and cash equivalents, restricted-##rm cash investments, accounts receivable
and accounts payable, approximate their fair valdes to the short-term maturity of these
financial instruments. Management considers that dhrrying amount of the loans and other
financial obligations approximate their fair marketlue. EDC has not identified financial assets
that may be qualified as derivatives and it receggitransactions with financial instruments at the
transaction date.

Net earnings per share and ADSNet earnings per share for the years ended DeceBih006
and 2005 was calculated by dividing net incomeheyweighted average number of outstanding
shares during the last period, adjusted for staeklends, increases in capital stock and treasury
stock.

Net earnings per American Depositary Shares (AD®) @alculated by multiplying the net
earnings per share for each period by the numbshafes represented by an ADR (See Note 20
(g) — Stockholders’ equity - American DepositaryaBfs (ADS). An ADS is comprised by 50
common shares of the Company.

Assets and liabilities denominated in foreign cunmey — Transactions in foreign currency are
recorded using the exchange rates applicable aransaction date. Foreign currency assets and
liabilities are adjusted at the year-end excharage. rThe resulting exchange gains or losses are
recorded in the statement of income (See Note 2Ssets and liabilities denominated in foreign
currency).

Transition to the application of International Finacial Reporting Standards- Currently,
accounting requirements for listed companies in ézaiela are based on approved principles
published by the FCCPV and the CNV. InternatioriabRcial Reporting Standards (“IFRS”) are
considered to be an integral part of Venezuelan 8Ahen Venezuelan GAAP do not include a
standard that covers a specific situation. If auésis not covered neither by Venezuelan GAAP
nor IFRS, Mexican GAAP must be applied. In the abseof authoritative literature under
Mexican GAAP, U.S. GAAP are to be followed.

According to the Venezuelan Federation of PublicdAmtants and based on Resolution 177-2005
issued by CNV on December 8, 2005, amending Rasnli7-2004, it was decided to defer the
adoption of IFRS for the purpose of the preparatod presentation of financial statements of
those companies listed in Venezuela under the tefrtise Capital Market Law until the FCCPV
adopts IFRS as GAAP in Venezuela.

At the Board of Directors’ Meeting of the FCCPV dhéh August 2006, it was decided that for
entities listed in the securities market, the a&titiate of adoption shall be established by CNV, as
regulator. To the date of this report, the CNV hasmade any pronouncement in this regard.

Reclassifications -Certain items of the consolidated balance sheatscansolidated statements
of income for the years ended December 31, 2006 20@b have been reclassified for
comparative purposes with the 2007 consolidatednfiral statements included in the Offering
Circular. Main captions affected by the reclassifications even the balance sheets - deferred
income taxes/current and non-current portion arfdrded financial cost and long-term debt; and
in the statement of income - operating expensdsgrancome (expenses) and comprehensive
financial income/gain on sale of securities. Thestassifications decreased current assets by

Bs. 48,739 and Bs. 21,979, decreased total asgdBs.b18,387 and Bs. 22,783, and decreased
long-term debt and other liabilities by Bs. 20,18®%1 Bs. 26,156, in 2006 and 2005, respectively,
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and increased operating income by Bs. 41,846 foy&ar ended December 31, 2006 and caused a
decrease (increase) in other income (expenses)byn@&s. 6,189 and Bs.(118,994), decreased
comprehensive financial income (cost), net by B5530 and Bs. (119,502), for the years ended
December 31, 2006 and 2005, respectively.

4, REGULATION AND RATES

(@)

Regulation

The electric utility industry in Venezuela is regtdd by the Electric Service Law (LOSE or the
Law) enacted on December 31, 2001, which superstdedlectric Service Decree-law, dated
September 21, 1999, and other legal or regulatingigions contrary to this Law. Articles 69 and
71 of Decree N° 1558, dated November 13, 1996¢ atetermination of rates is concerned, and
provisions included in Decree N° 368, dated July 2989, related to the Standards for the
Determination of Rates for the Electric Serviceblmhed on October 6, 1989, remain effective
until new standards on those matters are set forth.

Some of the main aspects of this new Law are &svel

e Separation of the legal, accounting and manageme#s from generation, transmission,
distribution and commercialization of the servieghich means that the same company shall
not develop two or more activities of generatiorgnsmission, national electric system
management and distribution. The specialized agtimiay be developed by distributors with
their customers with regulated rates, by generatordy companies specialized in the
commercialization of electric power and energy.

» Open competition in the generation and speciala@dmercialization activities subjected to
prior authorization of the Comision Nacional de Egia Eléctrica (National Commission of
Electric Power).

» Free access to the national energy distribution teaasmission system networks, to other
electric service agents, as well as large usesudé shall be paid according to this Law and
the standards provided by Comision Nacional de giaeléctrica on this matter.

e Creation of control agencies such as the Natioomah@ission of Electric Power, the National
Management Center of the Electric System and thel®¥ghle Electricity Market, whereby
different agents of the electric service, espegiallthe generation and distribution activities,
as well as large customers, will participate

The LOSE provides for gradual implementation ofrésolutions, indicating January 31, 2003 as
the deadline for the separation of the legal, anting and management functions from the
generation, distribution and commercialization fimes of the service. Nevertheless, the Ministry
of Energy and Oil (MENPET) (formerly the Ministryf &nergy and Mines) extended this term
until January 31, 2004. This term has not beerciaffy extended. Additionally, the Electric
Service Law provides for the restructuring of thegulatory system through a new economic
regime. However, the current rate regime must ranmaieffect until implementation of the new
system.

Given that it is essential to establish remunenatim accordance with every activity included in
the Electric Service before separating the acésjtthe Ministry of Energy and Oil has considered
requesting a deferment to the National Assemblyiclvin this regard shall proceed to amend the
Law. To date, the Regulator has not requesteda@dimpanies of the sector full compliance with
the separation of the activities referred to abavef January 31, 2004.
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Separation of the electric sector in Venezuelauiing opening for competition in certain
activities may impact the level of revenues, aretdfore, the value of the companies’ assets. To
date, such impact cannot be reasonably estimated.

In accordance with provisions of the Electric Seeviaw, on November 25, 2003, Resolution 310
of the Ministry of Energy and Oil regarding ServiRegulations was published in Official Gazette
N° 37825, for the purpose of establishing the noamd conditions that shall rule power energy
service supply and the relationships between seggpland customers. Resolution 315 of the
Ministry of Energy and Oil was also published irclsuGazette, for the purpose of establishing
Service Quality Standards to be met by energy seqgph order to guarantee an electric service in
accordance with customers’ requirements at the sowest. On August 23, 2004, an amendment
to the Supply Service Quality Standards was pubtisim Official Gazette N° 38006, modifying
the application terms of the standards.

On September 5, 2005, the Vice-Minister of Eneggued a communication to EDC whereby it
expresses that the Ministry of Energy and Oil isgidering the extension of the application of
Stage | of the Supply Service Quality Standards;the adequation phase of companies’ processes
and systems.

The National Electric System Management Center (SHGwas officially created by the

National Government through Decree N° 5026 of thesiBent of the Bolivarian Republic of

Venezuela, published in Official Gazette N° 385T6ecember 1, 2006. The CNGSE'’s main
functions are the control, supervision, and coation of the integrated operation of Generation
and Transmission resources of the National Ele&yistem. CNGSE is a public entity under the
personality of Company, with equity share of theliBuian Republic of Venezuela, through

Menpet.

Despite of its creation through a presidential decthe CNGSE has not started operations. In this
regard, the LOSE sets forth that until the CNGS#tstoperations, the control of the generation
and transmission activities of the National ElecBystem will continue being exerted by Oficina
de Operacion de los Sistemas Eléctricos (OPSIShiwithe terms established in the
Interconnection Agreement entered into on Decenihet988 between CVG Edelca, Cadafe,
Enelven and EDC.

(b) Rates

On January 28, 1999, the National Government astad the new list of rates for the electric
sector companies, through a joint resolution betwdse Ministry of Production and Commerce

and the Ministry of Energy and Oil. Under this resion, rates are effective for four years with

annual increases every January 1. AdditionallyriaePAdjustment Factor (FAP) is set forth as
well as a charge to transfer changes in pricesuet find purchased energy (CACE). The
application of the FAP published in the Official Z&#te has the purpose of maintaining, in actual
terms, the rate levels of each kind of service epkdor the social residential rate. It is applied
semi-annually and allows correcting prices considethe actual performance of macroeconomic
variables in comparison to those for the calcuratibrates. The charge for adjustment of fuel and
energy (CACE) monthly applied, allows adjusting mfg@s in prices of fuels and purchases of
energy with respect to those determined for theuwtation of rates.

On December 29, 2000, the Venezuelan Governmeunedsg&xtraordinary Official Gazette N°
5512, whereby the values of macroeconomic variabl@ssidered for the calculation of the
adjustments to the electric service rates were figolli This resolution established rates for the
electric service companies for the years 2001 &2 2nd derogated Articles 10 to 21 of the Joint
Resolution N° 177 and N° 016 published in Extramady Official Gazette N° 5296. Subsequently,
as of June 30, 2001, the Company decided to maeléfyalues of the parameters considered for
the calculation of the adjustments of the electécvice rates (FAP and CACE) through the
approval of the Extraordinary Official Gazette NB4B, thus derogating Extraordinary Official
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Gazette N° 5512, and maintaining the values of mari rates stipulated for the years 2001 and
2002.

On April 3, 2002, a joint resolution of Ministriesf Energy and Oil and Production and
Commerce was published in Official Gazette, esshiblig the maximum rates to be applied, as
well as application conditions and adjustment medtagy.

On February 6, 2003, the Venezuelan Governmenttethd2ecree N° 2304 published in official

Gazette N° 37626, whereby the prices of certairerd@éd goods and services were frozen,
including electric energy services. SubsequenthMay 5, 2003, a joint resolution of Ministries

of Energy and Mines and Production and Commerce puddished in Official Gazette 37682,

which temporarily suspends the increases in ra¢eiset from the application of FAP. However,

Article 2 of this Resolution sets forth that theridiry of Energy and Oil may exceptionally

approve the application of this factor.

On March 25, 2004, a joint resolution of the Minysbf Energy and Oil and the Ministry of
Production and Commerce was issued and publishedfficial Gazette 37906, whereby the
prices of methane gas in delivery centers anddtesrfor transport and distribution services were
established. The adjustment in the price of methga® corresponding to 2005 was 56.5%,
representing an adjustment to the average pricthéofinal user of the electric service of 5%

for 2005 (except for customers subject to residemnstes).

Menpet issued a Resolution on February 13, 2006]ighed in Official Gazette N° 38378,
whereby the new methane gas prices were establishdnsequently, on February 23, 2006, a
joint resolution between the Ministry of Energy a@d and the Ministry of Light Industries and
Commerce (formerly, the Ministry of Production a@bmmerce) was published in Official
Gazette N° 38386, whereby new transport and digich rates of the methane gas applicable on
the first day of January every year were establistBoth resolutions derogated Official Gazette
N° 37906, dated March 25, 2004. In this regardfitred rate payable for the methane gas, plus the
transport service rate, and distribution rate wél 48.29 Bs/m3 for the year 2006, which represent
an approximate reduction of 18% with respect toctingent rate of the immediate prior year.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents shown in the consolidetiethce sheets are as follows:

2006 2005
Cash and banks 65,323 59,487
Placements and short-term investments 436,831 9379,

502,154 439,404

As of December 31, 2006 and 2005, placements &l lmarency are presented at weighted interess i@ite
6.68% and 8.61%, respectively, and placements lieifo currency generate weighted interest rates of
5.20% and 4.02%, respectively. Both placementslaesin less than three (3) months.

During September 2006, the Company paid all colldgethe administrator agent of which was JP Morga
Chase Bank, and released restricted investmentstairad in this institution (See Note 12 - (b) Debt
Long-term debt).

ACCOUNTS RECEIVABLE - NET

Accounts receivable shown in the consolidated ltalameets are as follows:
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2006 2005

Individual customers 173,777 192,989
Governmental entities 115,318 64,429
Related parties (Note 14) 12,911 5,160
Fondo de Prevision de los Trabajadores de C.A.lkatficidac
de Caracas y sus Empresas Filiales, A.C. 8,972 11,187
Other 41,512 34,982
352,490 308,747
Less:
Allowance for doubtful accounts (13,554) (50,091)
Allowance for doubtful accounts for mortgage crdigies  (2,080) -
336,856 258,656

The average credit period granted to clients isldys.

Accounts receivable from Fondo de Prevision comespto the current portion of personal credit lines
promote housing programs, net of the allowancedfarbtful account (See 14 - Transactions and basance
with stockholder, subsidiary and related parties).

Other accounts receivable are mainly representeithitbyest receivable, insurance claims and advatwces
suppliers, inherent to Company’s normal operations.

During the year ended December 31, 2006, the Coypamanagement decided to modify the allowance
for doubtful accounts, thus fully provisioning alistomers aged over 365 days, except for largatsl@nd
governmental entities, which will be evaluated undiially. Likewise it decided to record an additbn
allowance to cover delinquent accounts in the $aeisidential sector. The effect of this changetha
calculation of the allowance for doubtful accouintshe consolidated statements of income was Bg4.2P2

As of December 31, 2006, the Company wrote off 85924 to the allowance for doubtful accounts
corresponding to accounts receivable consideredlleatible.

Accounts receivable from governmental entities dobear interests and present the following agmgfa
December 31:

2006 2005

Year of origin:

2006 85,340 -

2005 45,543 115,530

2004 39,124 50,421

2003 and prior years 8,889 14,465

2006 2005

Total accounts receivable from governmental erstitie 178,896 180,416

Less: Current value adjustment (23,383) (24,603)

Less: Current portion (115,318) (64,429)

Long-term portion (Note 10) 40,195 91,384

Management considers that all balances receivaie §overnmental entities will be fully recoveradce
they are guaranteed by the Venezuelan Government.
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INVENTORIES - NET

Inventories shown in the consolidated balance shaetas follows:

2006 2005
Materials and supplies 47,188 56,900
Spare parts 60,404 47,214
Goods in transit 4,303 1,945

111,895 106,059
Less — Allowance for inventory obsolescence (9,456) (8,141)

102,439 97,918

PROPERTY, PLANT AND EQUIPMENT - NET

Property, plant and equipment shown in the conatdidl balance sheets are as follows:

Asset
Property, Construc- retire-
plant and Spare tions in ment
equipment Lands parts progress obligation  Total
COST:
As of December 31, 20( 15,897,684 146,967 61,935 354,785 4,350 16,465,721
Additions 5,929 - 18,618 223,871 - 248,418
Disposals (45,088) - - - - (45,088)
Transfers 340,487 - - (349,956) - (9,469)
As of December 31, 20(16,199,012 146,967 80,553 228,700 4,350 16,659,582
ACCUMULATED DEPRECIATION:
As of December 31, 2008.1,009,005) - - - (1,887) (11,010,892)
Charges (517,497) - - - (189) (517,686)
Disposals 33,090 - - - - 33,090
As of December 31, 2008.1,493,412) - - - (2,076) (11,495,488)
Total as of December &
2006 4,705,600 146,967 80,553 228,700 2,274 5,164,094
Total as of December
2005 4,888,679 146,967 61,935 354,785 2,463 5,454,829

During the years ended December 31, 2006 and 2885ompany capitalized interests for Bs. 4,806 and
Bs. 5,927, respectively, as additional cost to trantons in process, corresponding to the portidn
interest rate that exceed the inflation rate appiiedisbursements related to investment projects.

The net effect of reclassifying to this captionrgpgarts and permanent maintenance equipment, which
be used over one year, was Bs. 46,329 and Bs. 5593f December 31, 2006 and 2005, respectively,
thus complying with IAS 16.

The Company maintains insurance policies to coe¢ential risks to which property, plant and equipine
are exposed, as well as potential claims that miag @ the course of its activities. Managemeriiebes
that such policies sufficiently cover the risksatbich they are exposed.

INVESTMENTS

Investments shown in the consolidated balance slaeetas follows:
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10.

Equity

% 2006 2005
Investments recorded under the equity method:
Energia y Servicios Enercenter, C.A.
(net of provision for Bs. 1,601) 50 - 1,256
- 1,256
Other investments recorded at cost:
C.V.V. Caja Venezolana de Valores, S.A. 16 1,536 1,536
Sistema Electrénico de Transacciones, C.A. (SE
(net of provision for Bs. 914) 10 - 1,119
Opinion Yaracuyana, C.A. 5 38 38
1,574 2,693
Financial investments:
Terminales Maracaibo, C.A. - 23,169 10,535
23,169 10,535
24,743 14,484

By virtue of the agreement entered into betweerstbekholders to liquidate energy generation ojamat
of Enercenter, the Company decided to record aigimvfor the amount of investment in that compasy
of December 31, 2006 (See Note 14 — Transactiodsbalances with stockholder, subsidiary and related

companies).

During the year ended December 31, 2006, the cuolatetl subsidiary Genevapca subscribed and paid
50,000,000 new preferred shares of Terminales Mitra¢ C.A., representing an investment of Bs. 12,63
(Bs. 10,000 expressed in millions of bolivars istbrical bolivars). As of December 31, 2005, 36,008
new preferred shares had been subscribed and graigsf 10,535 (7,355 expresses in million of histlr
bolivars). Such shares have a par value of Bs.&xih, with no voting right and guarantee an annual,
preferred, fixed and cumulative dividend equivalEn8% of their face value. Such shares were restbid
conformity with International Accounting Standard3? (IAS-32) “Financial Instruments - Disclosuredan
Presentation.” Such investment shall be fully refiesh by Terminales Maracaibo, C.A., within a ternbof
years. These shares are not redeemable in adveeed®bte 19 — Tax Regime).

LONG-TERM ACCOUNTS RECEIVABLE

Balances shown in the consolidated balance shedtmg-term accounts receivable are as follows:

Accounts receivable from governmental entities EN®t
Fondo de Previsién de los Trabajadores de C.A. La
Electricidad de Caracas y sus Empresas Filiales, A.
(Fondo de Prevision)
Accounts receivable from employees
Accounts receivable from share subscription trust
Other

2006 2005
40,195 91,384
21,865 31,085
6,120 2,705
,952 82
3,783 2,973
74,920 128,229

Long-term accounts receivable related to Fondo @wiflén correspond to resources delivered by EDC
destined to the granting of loans for mortgage itsettd employees rendering services to EDC. Forglo d
Prevision will be liable to grant loan documentsliver resources to employees, and manage contracts
until full payment. EDC recovers these resourceswaskers/employees pay their loans to Fondo de
Prevision. As of December 31, 2006 and 2005, istargtes applicable to loans granted during thesesy
were 10.10% and 11.22%, respectively, which coordpo the liability interest rate of time depogits90

days published by the Central Bank of Venezuela.
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12.

Following the policy of conservatively evaluatirtg accounts receivable, Management decided todecor
provision to cover certain delinquent loans manabgdFondo de Previsién (See Note 6 — Accounts
receivable - net).

During the periods ended December 31, 2006 and,2888Company has generated financial interests wit
Fondo de Previsién for Bs. 4,353 and Bs. 1,70Qeetively.

OTHER ASSETS AND DEFERRED CHARGES

Other assets and deferred charges shown in thelmeted balance sheets are as follows:

Pre-
Works of operating

Investment art and and start-up

property Software  others expenses Total
COST:
As of December 31, 2005 121,819 251,722 3,267 ,91233 400,721
Disposals (4,985) - (30) - (5,015)
Transfers - 9,470 - - 9,470
As of December 31, 2006 116,834 261,192 3,237 ,9133 405,176
ACCUMULATED AMORTIZATION:
As of December 31, 2005 (8,738) (235,109) - 239) (265,106)
Charges for the year (951) (10,385) - (2,654) 13,990)
Disposals 136 - - - 136
As of December 31, 2006 (9,553) (245,494) - q23) (278,960)
Total as of December 31, 2006 107,281 15,698 73,23 - 126,216
Total as of December 31, 2005 113,081 16,613 73,26 2,654 135,615

Investment property is mainly comprised of residg@ruildings, offices and other property ownedthg
Company. To date, 66.90% of idle assets correspotahds, and 33.10% of real estate to be uselein t
future is under operating leases.

Computer software will be fully amortized by Decemni31, 2009. Estimated amortization expense through
2009 is as follows:

Amount
Years:
2007 10,362
2008 3,439
2009 1,897
15,698
DEBT

(a) Short-term debt

Short-term debt balances shown in the consolidftadcial statements are as follows:

2006 2005
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(b)

Letters of credit and commercial papers 95,497 3D3,
Current portion of long-term debt 14,526 220,007

110,023 243,323

As of December 31, 2006 and 2005, the Company doedave loans with local commercial
banks. In addition, the Company has issued comalepapers in local currency with yields
between 6.25% and 6.50% as of December 31, 20@b5,18r50% as of December 31, 2005.
Letters of credit in foreign currency present markeerest rate between 3.97% and 9.28% as of
December 31, 2006, and between 4.90% and 9.75%scember 31, 2005.

Long-term debt

Long-term debt balances shown in the consolidastginoe sheets are as follows:

Interest rate Due 2006 2005

Bearer bonds 10.25% 2014 684,535 800,673
Eximbank - Chase Manhatt:Libor +

Bank — OAM13 0.20% 2011 25,428 36,353
Eximbank - Chase Manhatt: 3.97% to 2005 through

Bank — Purchases 5.91% 2008 9,455 27,681
Syndicated loan -Banco di

Venezuela, S.A. 91% of TAM 2007 i 214,850
Chase Manhattan Bank -

Collateral Secured Series Libor 2006 i 122,674
Unseured bonds ar

obligations 92% of TAM 2006 - 2,485

719,418 1,204,716

Less — current portion (14,526) (220,007)
Less — deferred financial costs (18,391) (22,785)
Long-term debt 686,501 961,924

On October 28, 2004, EDC Finance B.V. issued Be&8mnds in the international market,
amounting to Bs. 559,000 (expressed in millionshadtorical bolivars) (U.S.$ 260 million)
maturing in 10 years, bearing an interest rate @23% semiannually payable. Such bonds are
totally or partially redeemable since October 2@0® total redeemable in the event of certain
changes in the tax regulations of Venezuela arti@metherlands. These bonds are guaranteed
by EDC and were used for the payment of other dektghat date, EDC Finance B.V. used
proceeds from the bonds issuance for the acquisitib the 100% of a loan granted by
Hollandische Bank-Unie N.V., a wholly-owned subaigi of ABN AMRO, to EDC for Bs.
559,000 (expressed in millions of historical boig)a(U.S.$ 260.0 million) with maturity in 10
years at an interest rate of 10.30% semiannuaipalgla. As part of this transaction, EDC settled a
loan granted in June 2004, by ABN AMRO for Bs. @) Qexpressed in millions of historical
bolivars (U.S.$ 50.0 million) which had an origimahturity of three (3) years at a Libor rate plus
7%.

The Company maintains two lines of credit with ERamk, detailed as follows:

e Line of credit granted in September 1999, for B3583 (expressed in millions of historical
bolivars) ($ 21.6 million) at a term of 10 yearst the acquisition of a Siemens-Westinghouse
W-501D5 turbine component installed in the generatmmplex Oscar Augusto Machado
(located in Miranda State). As of December 31, 2606 2005, the balance of this line
amounts to Bs. 20,765 (expressed in millions abhisal bolivars)
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(U.S.$ 9.6 million) and Bs. 25,380 (expressed ifliomis of historical bolivars) (U.S.$ 11.8
million), respectively.

e Line of credit granted in September 1999, for B5528 (expressed in millions of historical
bolivars) (U.S.$ 35.9 million) amortizable over 5/&ars. These funds have been used for the
acquisition of goods and services coming from tinitédl States of America. As of December
31, 2006 and 2005, the balance of this line of itrathounts to Bs. 7,721 (expressed in
millions of historical bolivars) (U.S.$ 3.6 milligrand Bs. 19,325 (expressed in millions of
historical bolivars) (U.S.$ 9 million), respectiyel

In both cases the administrating agent of thesditdiacilities is JP Morgan Chase Bank.

In May 2006, the Company settled in advance thelisgted loan contracted during May 2004,
and Banco de Venezuela, S.A. acted as the mairt.&ech loan was contracted for Bs. 200,000
(expressed in millions of historical bolivars) whiavas structured in two portions. Portion A

covered the full loan for Bs. 200,000 (expressedhilion of historical bolivars) due in 3 years

(May 2007) and Portion B covered the borrower'sapfor Bs. 80,000 (expressed in million of

historical bolivars) or a lower amount in multiple&five million available at portion A’'s due date,
which can be renewed by the Company for two (2)itamithl years since original maturity. The

interest rate is 91% of the Market Asset Rate (TAM)

In July 2006, EDC settled the loan obtained in N2@@6, at an interest rate of 10.25%, for Bs.
60,000 (expressed in millions of historical bolislawith the local banks.

In September 2006, the Company settled the balahbearer unsecured bonds and obligations
for Bs. 439 (expressed in millions of historicalitars) corresponding to Emision 03 — | and Bs.

1,296 (expressed in millions of historical boliac®rresponding to Emision 03 — I, which were

authorized by the CNV in August 2003 for Bs. 35,@8®pressed in millions of historical bolivars)

and Bs. 15,000 (expressed in millions of histortmalivars), respectively.

In November 1991, the Company issued a seriesltatemlized bonds amounting to Bs. 85,647
(expressed in millions of historical bolivars) (UsS39.8 million) maturing on September 30, 2006.
This obligation was fully settled at its maturitytd. Such series was guaranteed by a U.S.
Treasury zero coupon bond, maturing in Septembg2306. As of September 30, 2006 and 2005,
the value of this bond is Bs. 89,704 (expressedillions of historical bolivars) (U.S.$ 41.7
million) and Bs. 86,034 (expressed in millions aftbrical bolivars) (U.S.$ 40 million),
respectively. This obligation was fully settledtatmaturity date.

On December 22, 1999, EDC entered into a loan agree with Credit Suisse First Boston
(CSFB) in the amount of Bs. 16,119 (expressed iliams of historical bolivars) (U.S.$ 25
million) which was paid at its maturity date, Jaryua4, 2005. Interests were quarterly paid in US
dollars at a fixed rate of 11.50% per annum catedaver a U.S.$ 25 million basis.

In March 2005, the Company settled in advance fdtdes issued in September 2000 amounting
to € 200,000,000, the original due date of whicls Wéarch 23, 2005. By settling these Notes,
EDC rescinded the purchase agreement entered rintdugust 9, 2004, which established a
commitment by CSFB to purchase new Notes for B2,&® (expressed in millions of historical
bolivars) (U.S.$ 164 million) to be issued in Ma@2B05, maturing in 2013, at a fixed interest rate
of 11.50% semiannually payable. As a result of Hg#tlement, the restrictions on advances of
funds related to the advance sale agreement wkyasesl, the value of which amounted to Bs.
297,889 (expressed in millions of historical bolsja(€ 100.0 million). To the date of settlement
of the Notes and by virtue of the termination oé thforementioned purchase agreement, the
Company paid additional charges for Bs. 34,585 rgsged in millions of historical bolivars)
which are recorded under other income, net in thasclidated statement of income as of
December 31, 2005, and incurred a net loss of B&76(expressed in millions of historical
bolivars) due to the settlement of the swaps amdieals instruments related to the financing,
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13.

14.

which are recorded under comprehensive financiogrme (cost) in the consolidated statement of
income.

During August 2005, the Company settled in advatheetotal amount of the syndicated loan
entered into on December 2001 for Bs. 41,750 (esgee in millions of historical bolivars) the

original maturity date of which was December 6, @0Bor this loan, Banco Provincial acted as
Main Agent.

For certain loans, the Company is subject to msta financial covenants in connection to the
decree of dividends, among other, since indebtoagacity ratios and interest hedges are included.
As of December 31, 2006, the Company complies piitvailing financial covenants.

The Foreign Exchange Administration Commission (QWIP has granted EDC the foreign
currency required for the amortization of capitatidanterests of the foreign currency debt at their
respective due dates (see Note 23 — Assets arnlitibgbdenominated in foreign currency).

The total amount of principal payments for thedualing four (4) years since December 31, 2006
is as follows (expressed in millions of historitalivars):

Amount
Years:
2007 11,862
2008 5,088
2009 4,614
Until 2014 565,922
587,486
ACCOUNTS PAYABLE
Accounts payable shown in the consolidated balaheets are as follows:
2006 2005
Trade 254,895 259,747
Related parties (Note 14) 30,711 65,194
285,606 324,941

The average period of credit granted by the suppbté goods and services is 45 days.

TRANSACTIONS AND BALANCES WITH STOCKHOLDER, AFFILIA TE AND RELATED
COMPANIES

The most significant transactions carried out betwéhe Company, its stockholder, affiliate and teela
companies are mainly for short financing.

EDC'’s employees have the opportunity to join “ForldoPrevision” by giving contributions to a maximum
of 10% of each employee’s salary; EDC’s contribuiti® equivalent to 100% of employee’s contribution.
Under Fondo de Prevision, EDC extends personas lirficredit to its employees for housing programe(S
Note 10 - Long-term accounts receivable).

As of December 31, 2006 and 2005, the Companydwsded expenses related to the Fondo de Prevision
for Bs. 15,106 and Bs. 12,438, respectively.

On November 30, 2006, Enerxis, a wholly-owned glibsy of EDC, signed a memorandum of
understanding with the other stockholder engagethéninvestment maintained in Energia y Servicios
Enercenter, C.A., (Enercenter) to liquidate thergp@eneration business. This memorandum estaklishe
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16.

negotiations for the settlement of debts. Managerhas evaluated the impact of this settlement, leaxl
reversed the provision recorded in prior periodgawer the loss risk on accounts receivable preseint
the consolidated balance sheets. In accordance thishmemorandum of understanding, this account
receivable from Enercenter will be recovered thtoagset and cash transfer.

As of December 31, 2006, the Company terminatedfuhd administration agreement maintained with
Fondo de Previsién de los Trabajadores de C.A. leatficidad de Caracas y sus Empresas Filiales,;A.C
consequently, settling the most part of the balaweed at that date.

As a result of the operations mentioned above d@hdrdess significant transactions carried out leetw
the Company, its stockholder, affiliate and relatsampanies, accounts receivable and payable to
stockholder, affiliate and related companies weigimmated as of December 31:

2006 2005
Accounts receivable from subsidiary and related pamies:
Energia y Servicios Enercenter, C.A. 12,838 5,153
Other 73 7
12,911 5,160
2006 2005
Accounts payable to stockholder and related parties
AES Corporation 16,435 16,447
Caja de Ahorros de los Trabajadores de C.A. La - -
Electricidad de Caracas y sus Empresas Filialgs, A. 5,287 4,575
Fondo de Previsién de los Trabajadores de C.A. La - -
Electricidad de Caracas y sus Empresas Filiales, A. 5,114 41,322
AES Columbia Power LLC 2,140 2,504
Other 1,735 346
30,711 65,194

OTHER CURRENT LIABILITIES

Other current liabilities shown in the consolidatedance sheets are as follows:

2006 2005
Income taxes payable 46,044 18,500
Freights payable 35,386 31,860
Labor liabilities 32,930 26,790
Dividends payable 29,004 27,589
Interests payable 18,112 24,272
Other accruals 94,581 18,759

256,057 147,770

Other accruals include Bs. 64,322, correspondinigtor contingencies (See Note 26 - (¢) Commitments
and contingencies — Litigations, claims, and priovis for contingencies).

LABOR LIABILITIES

Labor liabilities shown in the consolidated balasbeets are as follows:

F-65



2006 2005

Accrual for severance benefits 43,789 39,364
Pension funds and other post-retirement benefs, n 69,307 114,460
113,096 153,824

(@)

(b)

Accrual for severance benefits

Under the current Labor Law, employees are entiitedarn a severance indemnity equal to a (5)
five-day salary per month, up to a total of six®p) days per year of service. Such indemnities are
earned once an employee has completed (3) threthsnohcontinuous service. From the second
year of service, the employees earn an additiomal(2) days of salary for each year of service (or
fraction of a year greater than six months) cunnsatip to a maximum of 30 days of salary.
Severance benefits must be funded and depositedhipoim either an individual trust or a
severance fund or be accrued in the employer'swataty books, as requested in writing by each
employee.

In case of unjustified or involuntary terminati@mployees are entitled to an additional indemnity
of a one-month salary per year of service up toaximum of 150 days of the current salary.
Furthermore, the Law established the payment ofadditional severance benefit of up to a
maximum of 90 days of current salary based on leogtemployment. The Company recognizes
the costs of this additional indemnity when liatweprove that a: i) the labor relationship is to be
terminated in accordance with a formal plan, withitie possibility of dropping thereof, or ii) the
provision of termination benefits as a result oé tbffer made to encourage employees to
voluntarily resign. As of December 31, 2006 and 20e Company does not have plans that
justify the recording of liabilities for this conge

In addition, the LOT establishes that the Compamstndistribute annual profit-sharing to its
employees for a maximum amount equivalent to ad&#psalary.

The employees’ vacation benefit is recognized wiarsed.
Pension plan and other post-retirement benefits

The Company maintains a noncontributory pension fidaits employees. The benefits to be paid
under the plan are based on years of service reddand the average salary over the previous
thirty months.

Pension plan and other postretirement benefit cdgisg the years ended December 31, is as
follows:

Other post-

retirement
2006 Pension plan  benefits Total
Service cost 3,844 582 4,426
Interest cost 22,837 8,058 30,895
Other (18,001) 9,020 (8,981)

8,680 17,660 26,340

Other post-

retirement
2005 Pension plan  benefits Total
Service cost 2,210 485 2,695
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Interest cost 4,130 1,822 5,952
Other 8,770 3,494 12,264
15,110 5,801 20,911
As of December 31, accrued obligations for pengilam and other postretirement benefits are as
follows:
Other post-
retirement
2006 Pension plan benefits Total
Projected benefit obligation 20,454 88,525 108,979
Unrecognized benefits 462 (40,134) (39,672)
20,916 48,391 69,307
Other post-
Pension retirement
2005 plan benefits Total
Projected benefit obligation 88,250 48,634 186,8
Unrecognized benefits (10,195) (12,229) (22,424)
78,055 36,405 114,460

As of December 31, changes in net liabilities rdedrin the consolidated balance sheets are

shown as follows:

Other post-
Pension retirement
2006 plan benefits Total
Liability at the beginning of year 78,055 36,404 114,459
Expense for the year 8,680 17,660 26,340
Trust fund (65,819) - (65,819)
Payments - (5,673) (5,673)
Liability at the end of year 20,916 48,391 69,307
Other post-
Pension retirement
2005 plan benefits Total
Liability at the beginning of year 126,758 34,878 161,636
Expense for the year 15,110 5,801 20,911
Trust fund (47,267) - (47,267)
Payments (16,546) (4,274) (20,820)
Liability at the end of year 78,055 36,405 114,460

As of December 31, 2006 and 2005, the actual ratel uo calculate the obligation for the
projected benefit was 7% and 5%, respectively. Wwike, as of December 31, 2006, the salary
increase rate assumed by the Company was 2% atthal rate. For the year ended December 31,
2005, the salary increase rate assumed by the Gompas 3% for the first 9 years

and 2.25%% for the following 10 years, and 75%hefinflation rate for the following years.
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For its postretirement benefit plan, the Compargua®s a medical or hospital service inflation
actual rate between 7% and 10% at actual ratef, Beaember 31, 2006 and 2005, respectively.

As of December 31, 2006, the Company made a cativiibto the trust fund of Bs. 65,820. As of
December 31, 2005, the Company incorporated afunstof Bs. 47,267 million, which generates
interests at the average liability rate of the(§ixmain local commercial and universal banks.

During the year ended December 31, 2006, the Coynpenognized within the actuarial plan the

Hospitalization, Surgery and Maternity (HCM) agpeaal benefit granted to its retired employees,
thus generating an increase in expenses by Bs615,1

OTHER LIABILITIES

Balances shown in the consolidated balance sheetthar liabilities are as follows:

2006 2005
Provision for contingencies 62,574 57,883
Long-term remunerations to employees 22,991 34,274
Subscribers’ deposits 21,972 15,269
Asset retirement obligation 7,972 6,941
Other 19,607 22,519

135,116 136,886

The Company maintains a provision for tax contimgemndeemed adequate to cover certain differemceei
interpretations given to the current tax legiskatio Venezuela. However, in the event of futureitsualy the
Tax Administration for non-prescribed years, ottae¢ liabilities may originate, the amount of whidhany,
cannot be quantified now in an objective mannemad@ment estimates that the liabilities generaiethfs
concept would not have a significant effect on@®laenpany’s future consolidated results.

AES maintains a long-term remuneration plan foreitsployees, which is mainly based on share options,
performance bonus and AES restricted shares antea&xerted once employees have the years of servic
established under such plan.

Subscribers’ deposits mainly consist of initial dsips paid by customers once the energy service is
contracted.

The asset retirement obligation of Genevapca ieggmted by the costs associated to the decommiisgjo
conditioning and move of assets (see Note 8 — Prgg&lant and Equipment).

REMUNERATIONS TO THE BOARD OF DIRECTORS AND ADMINIS TRATORS

(@) Board of Directors
Clause N° 30 of the Company’s bylaws establishastie members of the Board of Directors will
receive an attendance fee established by the QeBtmiekholder Meeting. The total amount paid
to the members of the Board of Directors for tlosaept during the years 2006 and 2005 was Bs.
551 and Bs. 504, respectively.

(b) Salaries

Total salary and other benefits to the executive@eel (administrators) paid during the
years 2006 and 2005 was Bs. 11,417 and Bs. 7,88pectively.
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Severance benefits

Total amount for severance benefits paid during yhars 2006 and 2005 to the Company’s
executive personnel (administrators) was Bs. 2dr8bBs. 2,019, respectively.

19. TAX REGIME

(@)

Income taxes

The provision for income taxes is calculated basedn income that differs from the book income,
since pursuant to Venezuelan tax regulations therdtems that are not taxable or deductible in a
permanent or temporary manner.

Due to the different interpretation that may beegivto the current tax legislation in Venezuela and
the results of future audits by the Tax Administmatfor the periods subject to review, other tax
liabilities may arise, the amount of which cannet uantified now in an objective manner.

Management estimates that the possibility thatifsogmt liabilities may arise for this concept is

remote.

As of December 31, the income tax provision is itledaas follows:

2006 2005
Current 102,544 82,083
Deferred (692) 5,374

101,852 87,457

The main difference between the income tax prowisipplicable pursuant to the Income Tax Law
and the income tax provision recorded in the cadatedd financial statements for the years ended
December 31, is as follows:

2006 2005

Income before income taxes, minority interest and

equity in affiliate 412,156 333,270
Tax rate 34% 34%
Provision for income taxes 140,133 113,312
Tax adjustment for inflation (79,679) (105,082)
Book adjustment for inflation 93,819 109,030
Utilization of investment tax credits (43,433) (@91)
Net non-taxable income from nondeductible expenses (9,871) (8,112)
Other 883 -

Provision for income taxes 101,852 87,457

Effective tax rate 25% 26%

The current Venezuelan tax legislation consideesathnual calculation of a regular adjustment for
inflation of its nonmonetary items, which is inckdl in the reconciliation of the net taxable
income as taxable or deductible item, as apprapridYith respect to property, plant and
equipment and other similar assets, this regulgusament for inflation is either depreciated or
amortized over the remaining useful tax life of thespective assets. For inventories, this
adjustment is considered in the cost of sale oflpects upon consumption or sale. The total
regular adjustment for the year is determined tglothe algebraic sum of the various adjustments
for inflation of each nonmonetary item.

In conformity with such legislation, taxpayers thegtrry out transactions with foreign related
parties must determine their income from expontsl eosts for goods and services from foreign
related parties, in accordance with certain methggtsforth in such legislation. The Company
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conducted the transfer pricing study required towhoent such foreign transactions, and it did not
reflect important differences in regard to the amsuincluded for determining the net taxable
income for the years ended December 31, 2006 ad8. 20

Likewise, in conformity with such legislation, t@®mpany can carry forward operating tax losses,
other than losses from the tax adjustment for fiditafor up to three (3) years subsequent to the
period in which they were incurred. The deductiiabe effect that is not offset with the adjustment
for inflation can be carried forward up to the &lling year after it is incurred. As of December
31, 2006, the Company and subsidiaries maintainatipg tax loss carryforwards, as follows:

Year of Amount in Bs. Carried forward until
origin

2006 44 2009

2006 3,711 2007

3,755

In conformity with such legislation, the Companyncearry forward investment tax credits in
property and equipment for up to three (3) yeatssequent to the period in which they were
incurred. As of December 31, 2006, the Companyinsubsidiaries do not maintain investment
tax credit carryforwards.

Additionally, the aforementioned legislation setstli, among others, Tax on Dividends, net
income obtained from foreign source under the Wgidé& Income System, and those obtained
from investments or participation under the Inté¢ior@al Tax Transparency System.

Deferred income taxes

During the year ended December 31, 2005, the Comphanged the recording method of the
deferred income tax for the purpose of recognizimg Statement of Accounting Principles N° 3
“Accounting for Income Taxes.”

The breakdown of the effect of items consideredttier determination of the deferred income tax
as of December 31 is as follows:

2006 2005
Noncurren Noncurre
Current t Current nt
Deferred income tax liability:
Deferred charges (1,571) (5,193) (1,571) (6,284)
Deferred income tax asset:
Allowance for doubtful accounts 5,572 - 17,030 -
Discount in accounts receivable from
governmental entities - 7,950 - 8,232
Difference from inventory inflation
adjustment - 40,792 - 13,749
Provision for pension funds 6,484 17,068 7,081 1,836
Difference in property, plant and
equipment - 478,219 - 462,161
Provisions and accruals 18,034 - 19,240 -
Tax loss carryforwards  and
investment tax credits - - 404 -
Business assets tax 56 - 166 -
28,575 538,836 42,350 509,694
Less — Valuation allowance - (478,219) - (462)16
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(d)

(€)

28,575 60,617 42,350 47,533

Business assets tax

On August 17, 2004, the Law derogating the Busiessets Tax Law was published. This Law
entered into effect the first day of the first moritllowing its publication, and fiscal periods in
course ended with the effectiveness of such LavBeptember 1, 2004. The benefit of carrying
forward any business asset tax credit shall coatimu effect until completion of the terms
established by this Law.

As of December 31, 2006, the Company and its sidy&d maintain business assets tax credit for
Bs. 56, which can be carried forward until the y2a07.

Investments tax credits — Law for Reactivation bktVenezuelan Merchant Marine

Pursuant to Article 5 of the Law for Reactivatiohtbe Venezuelan Merchant Marine, a 75%
discount over the amount of new investments inrfechant marine and dockyards sector is
granted, including the acquisition of shares in pamies that own the enrichments described in
this Law. As indicated in Note 8 — Investments,inlythe year ended December 31, 2006, the
consolidated subsidiary Genevapca subscribed aid $&000,000 new preferred shares of
Compafiia Terminales Maracaibo, C.A., representmgnaestment of Bs. 10,000 (expressed in
million of historical bolivars). Likewise, durindhé year ended December 31, 2005, 36,775,000
new preferred shares had been subscribed andqradsf 7,355 (expressed in million of historical
bolivars).

Consequently, Genevapca acquired the right toaestment tax credit of Bs. 7,500 and Bs. 5,516
(expressed in million of historical bolivars) whietas fully deducted as of December 31, 2006
and 2005, respectively.

Tax regime of Dutch companies

The subsidiary EDC Finance B.V. and its Subsidiang companies incorporated in the
Netherlands and subjected to the tax regime of socimtry. This tax regime establishes that the
corporate income tax is applicable to domiciled aoeddomiciled companies, and sets forth an
income tax rate of 29.6% for the years 2006 andb20ich will be reduced to 27.4% in 2007
and 26.95% in 2008. In addition, such tax regima@ishes that the annual income tax return
must be filed six months after the fiscal year-endless the Company requests an additional
extension of nine more months.

During the year ended December 31, 2006, subsidiancurred income tax expense amounting to
Bs. 140, 628.

20. STOCKHOLDERS’ EQUITY

(@)

Capital stock and related matters

As of December 31, 2006 and 2005, the Company’simancapital stock is composed of
3,292,214,078 and 3,142,732,741 subscribed andgdaid common shares of Bs. 100 each.

At a General Ordinary Stockholders’ Meeting of ED€ld on March 30, 2006, the Board of
Directors was authorized to promote the public offkare subscription program and the share
plan for the Company’s employees. Such program® waplemented in August and September
2006. Consequently, 149,481,337 new shares weseshed, thus increasing the capital stock by
Bs. 19,371 and paid-in surplus by Bs. 76,594.
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(d)

At an Extraordinary General Stockholders’ Meetifge®@C held on November 22, 2005, it was
decided to redeem 33,525,937 treasury shares heltheée Company’s portfolio, which were
subject to the special regime established in Agtidi° 55 and 67 of the Capital Market Law. This
generated a decrease in the registered capitdd sfdEDC in the amount from Bs. 388,954 to Bs.
384,849.

At an Extraordinary General Stockholders’ MeetimgfsEDC and its subsidiaries C.A. Luz
Eléctrica de Venezuela (Calev) and C.A. Electrididde Guarenas y Guatire (Eleggua) on
September 13, 2004, September 7, 2004 and Septe®nb2004, respectively, an absorption
merger of such subsidiaries was approved by ED@.éluity interest of minority stockholders of
the merged subsidiaries was paid during the fitsrgr of 2005, by granting EDC'’s shares,
equivalent to the net book value of the equity teath stockholders had in the merged
subsidiaries Calev and Eleggua. As a consequensaabf merger, the Company issued 256,403
new shares, thus increasing the capital stock b#8and paid-in surplus by Bs. 167.

At a General Ordinary Stockholders’ Meeting held Miarch 20, 2002, it was approved to
maintain the authorized capital of Bs. 598,800 (egped in millions of historical bolivars) to
comply with Article 71 of the Capital Market Law.

Paid-in surplus

The paid-in surplus represents additional contidng paid by Stockholders in the subscription of
capital stock increases, which result from the ega&f the sale price of shares over their nominal
value.

Merger surplus

The merger surplus represents the result of thegemeof Corporacién EDC, C.A. and EDC
conducted in July 2003, where the assets anditiabilof CEDC were recorded at their carrying
amounts in the accounts of EDC and the net assefts wlassified as a separate component of
stockholders’ equity.

Dividends

The Commercial Code, the Capital Market Law, angl @N\V regulations contain provisions
ruling dividend distributions. The Commercial Coslets forth that only dividends for liquid and
collected earnings may be paid to stockholders. Gdugital Market Law sets forth that companies
shall annually distribute not less than 50% of i@t annual income to their shareholders after
having deducted the income tax provision and legaérve. Likewise, the Capital Market Law
provides that at least 25% of such 50% shall bd paicash dividends. However, if the Company
presents and accumulated deficit, earnings shalklséined to offset such deficit.

In addition, net income is calculated on an uncbdated basis and excluding the equity interest
in subsidiaries according to the standards provimethe CNV, and this shall be used as the basis
for dividend distribution.

The Capital Market Law establishes that dividerfus|de declared by the Stockholders’ Meeting,
which will determine the amount, manner and datpayfment. Additionally, companies subjected
to the control of the CNV must establish in thejfaws a dividend distribution policy.

Balances shown in the consolidated statements arfiges in stockholders’ equity as dividends
declared are as follows:
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Date of declaration Date Bs. per share Bolivars

December 31, 2006:

Extraordinary cash dividend 03/30/2006 80,00 ,366
355,400

December 31, 2005:
Extraordinary cash dividend 03/04/2005 68,41 ,840
340,824

During the year ended December 31, 2006, EDC gtrtbenet income for dividend distribution
effect, in accordance with the standards providethb CNV, as follows:

Restructured net income 311,920

Equity in subsidiaries and affiliated companies ,865)

Available surplus for dividends pursuant to CNV Y8535
(e) Legal reserve

The Commercial Code sets forth a provision of 5%ahpanies’ net income for establishing the
legal reserve, until it reaches at least 10% oftahptock. This reserve shall not be distributed a
dividends. The Company considers the net incomeoirstant bolivars to determine the basis for
the calculation of the provision correspondinguatsreserve.

® Treasury shares

The balance presented in the consolidated finarste@tements as of December 31, 2004, as
treasury stock corresponds to EDC'’s shares acqbyetie Company in the different employees’
stock plans during 2004 and 2003. As of DecembeRB@5, such shares were redeemed.

(9) American Depositary Shares (ADS)

On November 30, 1998, the U.S. Securities Excha@gmmission authorized the American
Depositary Shares (ADS) program, Level 1, for ti¥EGroup. ADSs are traded in the “over-the-
counter” market under the ticket symbol “ELDAY,” dueach ADS represents 50 ordinary shares
of EDC. The Bank of New York acts as depositarykhamhile Banco de Venezuela, Banco
Universal S.A. and Banco Venezolano de Crédito ,BAnco Universal, act as local custodians.
As of December 31, 2006, the outstanding numb&f$’s is 56,012,137.

(h) Introduction in the European capital market

On July 13, 2006, the Company recorded shares uhdanodality of ADSs in Latibex, the most
important Latin-American securities market, whichecates in the Madrid’s Stock Exchange,
Spain.

SHARE SUBSCRIPTION PROGRAMS

At an Ordinary General Stockholders’ Meeting of EB€Eld on March 30, 2006, the Board of
Directors was authorized to promote the Companiares subscription programs. In this regard,
on May 17, 2006, the Board of Directors approvesl ithplementation of two share placement
programs, namely (a) public exchange offer, and €biployees’ shares. Such programs are
detailed below.
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€)) Exchange offer
The Company activated a public exchange offer dudinly and August 2006, prior approval of
the CNV, whereby 143,636,637 new shares were sillestrThis program was targeted to the
general public (individuals and legal entities o¥8ryears of age).

(b) Employees’ shares plan

This plan was targeted to the Company’s employeesveas implemented under the following

conditions:
Share nominal Maximum purchase Financing
value number by employee Initial payment period
20% of the
Bs. 503.43 each 2,500 common shares purchase 5 years

The remaining 80% was paid by the EDC over a tefnfive (5) years, at an interest rate
equivalent to the average yield of the commerciapgrs issued by the Company, which is
quarterly reviewed.

Shares were deposited in a trust fund to the nafmeach employee and dividends generated
thereof will be applied to debt servicing (See Nbe- Long-term accounts receivable). Likewise,
employees may release their shares at any timey payment of the debt balance. 2,340
employees participated in this plan, by subscribiotl 5,844,700 shares registered with the
National Securities pursuant to Resolution N° 108&o0f the CNV.

COMPREHENSIVE FINANCIAL INCOME (COST) - NET

Balances shown in the consolidated statementscofrie as comprehensive financial income (cost) are a
follows:

2006 2005
Financial interests and expenses (138,959) (227,069)
Interests earned 48,786 58,886
Financial interests and expenses, net (90,173) 8,188)
Exchange difference, net (184) (87,803)
Monetary result for the period (Note 23) 118,789 16,260

28,432 (139,726)

ADDITIONAL INFORMATION TO THE CONSOLIDATED STATEMEN TS OF INCOME

The monetary result for the years ended Decembés &4 follows:

2006 2005
Monetary position at the beginning of year (940)104 (1,222,811)
Increase for the year 2,243,870 2,510,355
Decrease for the year (2,002,315) (2,343,908)
Estimated monetary position at the end of year Ji5i00) (1,056,364)
Less — actual monetary position at the end of year (579,760) (940,104)

118,789 116,260
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CONTROL ON FOREIGN INVESTMENTS (SIEX)

The Company is an 82.15% owned subsidiary of for@igestors.

The current legal system on foreign investmentsaroplates, among others, the following:

a. Foreign investors have the same rights and atidigs as national investors.
b. Profits earned by foreign investors may be ridiabroad without any limitations.
C. All contracts calling for the importation of tewlogy and the use and development of patents and

trademarks are to be registered with the Superitgece of Foreign Investments (SIEX) within
sixty (60) days upon signature of the contracts.

ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRE NCY

Since 2003, the Venezuelan Government and the &eBank of Venezuela have entered into several
Exchange Agreements that rule the Foreign Currédhagagement Regime and establish the exchange rate
applicable to transactions set forth in such agerdm From that date, the Foreign Exchange
Administration Commission (CADIVI) is in charge afoordinating, administrating, controlling and
establishing the requirements, procedures andictsirs that the execution of said agreement would
require.

CADIVI has issued certain rules related to the sggtions, guidelines, requisites and conditiohasted to
the regime of management of foreign currencies. Thenpany has taken all the necessary measures to
obtain the foreign currencies required for the pagitof its foreign currency liabilities.

The acquisition of foreign currencies necessary ffmeign currency transactions carried out by the
Company in the normal course of operations will dependent upon: (1) the approval of all the
registrations requested by the related instituti¢®sthe availability of foreign currencies to bstablished

in the application of the standards referred toveband (3) the actions to be performed by the Gomwio
obtain either the required foreign currencies remfuested with the related institutions, or thosgpuests
rejected by such institutions.

On February 6, 2004, the National Government aeddéntral Bank of Venezuela amended the Exchange
Agreement N° 2 dated February 5, 2003 through witiehexchange rates were modified to Bs. 1,915.20
per U.S. dollar for purchases and Bs. 1,920.008r dollar for sales.

On March 2, 2005, the National Government and that@l Bank of Venezuela amended the Exchange
Agreement N° 2 dated February 5, 2004, through lwhie exchange rates are modified to Bs. 2,144.60
per US dollar for purchases and Bs. 2,150 per dfdlasales. In addition, such Agreement providastiie
liquidation at the exchange rates provided by trenér agreement for some purchases and saleseaifjfior
currencies pending to be liquidated and for thoseansit made by exchange operators.

Assets and liabilities denominated in foreign cocies as of December 31, 2006 and 2005, are regtéamde
bolivars at the official exchange rate of Bs. 2,p80 U.S.$ 1 as follows:

2006 2005
Millions of U.S.$
ASSETS:
Cash and cash equivalents 90 43
Short-term cash investments - 40
Accounts receivable 5 9
Total assets 95 92
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LIABILITIES:

Short-term debt 7 4
Accounts payable 15 14
Other current liabilities 15 9
Long-term debt 268 320
Total liabilities 305 347
LIABILITY POSITION, NET (210) (255)

COMMITMENTS AND CONTINGENCIES

As of December 31, 2006 and 2005, the CompanyHgafotiowing commitments and contingencies:

(@)

(b)

(©

Energy and steam contracts

In December 1993, a former subsidiary of PDVSAntgd the subsidiary Genevapca a contract to
design, build and operate an energy and steam a@nemlant to serve Cardon and Amuay

refineries. The plant started operations in Sepani®95 and it is located at Cardon Refinery,
Paraguana Peninsula, Falcon State, and has thi#eets with an installed capacity of 109 MW

each. Pursuant to the contract, two of these tasbinust be continuously operating and producing
approximately 800 GWh of energy per year. As of &aber 31, 2006, the carrying amount of
such plant was Bs. 430,224.

This contract establishes, among other, the folgwPDVSA must purchase a minimum amount
of energy and steam per year at a payable pri¢dSirdollars and annually established based on
the price specified in the contract, adjusted by thS. Gross Domestic Product. Gas, fuel and
water are supplied by PDVSA. Genevapca may produwe deliver to third parties energy
produced in excess under certain conditions. Abtuahis plant is connected to two small
customers in the area and also to Cadafe’s trasgmidines. Genevapca might be subject to
penalties if certain operating criteria are notsfid.

Genevapca has been supplying energy to Cadafe thiagear 2000, mainly due to the increase in
the region’s demand and certain operating problexperienced by Cadafe in their adjacent plants.
Sale of energy to Cadafe was established throughatireement entered into by Genevapca,
Cadafe, PDVSA and the Governor's Office of Falcdat& This agreement sets forth, among
others, that prices are established in US dollarg, payable in bolivars, and that PDVSA
undertakes to supply fuel required to comply witls agreement.

As of December 31, 2006, minimum future paymentatee to the remuneration specified in this
agreements amount to Bs. 116,387 annually.

Operating leases

The Company leases equipment under operating ldasgseriods of one year or less. Lease
agreements generally include automatic extensiauses for equal terms, unless written
termination notice is provided. None of the Compargperating leases are redeemable in terms
of one year or less. Rental expense for operaiagds amounted to Bs. 4,722 and Bs. 9,946 for
the years ended December 31, 2006 and 2005, resggctNone of these amounts relates to
contingent rentals or sublets.

Litigations, claims and provisions for contingence

The Company maintains different contingencies forclv the corresponding provisions have been
set aside in accordance with Statement of AccogrRirnciples N° 8 (DPC-8) “Contingencies.”
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The most significant cases include labor litigasi@and cases specifically related to a claim filed
by some employees and former employees, demanbatgthe Company’s contributions to the
Savings Fund be recognized as part of their salafie purposes of calculating the labor
indemnities obligation. In this regard, on OctoBér 1999, the Ninth Court of First Instance of
the Judicial Circuit of the Metropolitan Area ofi@aas ruled a decision favorable to EDC, and on
March 22, 2000, the Fourth Superior Labor Courthef Metropolitan Area of Caracas ratified the
First Instance’s decision and declared that theinfgavFund should not be included for salary
determination purposes. Notwithstanding, on Mag2®)1, the Social Room of the Supreme Court
ruled a decision whereby it declared the annulnoétihe decision appealed by the employees and
returned the case to the Superior Court to rulewa decision. After having filed several appeals,
on July 16, 2004, the Second Transitory Superiour€in Labor Matters ruled a decision,
whereby it recognized the inclusion of the Savirgsnd’'s special contribution for salary
determination purposes. Then, the Company filedygpeal before the Annulment Room of the
Supreme Court of the Bolivarian Republic of Vendau®©n December 12, 2006, the Superior
Court ruled decision N° 2029, whereby the appéad fby some of the Company’s employees and
former employees was partially admitted, thus aomifig the inclusion of the Savings Fund’s
special contribution for salary determination puwee. Likewise, this decision established the
designation of an accounting expert to quantifyhscentribution. As of December 31, 2006, the
Company’s management, together with its legal celsnshas estimated a probable amount
payable of Bs. 60,755, which was recorded with ghdo income for the year 2006. In addition,
the Company has determined an additional moreylikehn not reasonable risk of Bs. 24,504,
which was not recorded in accordance with the gions of DPC-8.

On February 6, 2007, the Company paid to its actieacompliant employees Bs. 37,854,
corresponding to the concepts established in tija kdecision; thus complying with the provision
established thereby regarding such employees. @lmm@nt corresponding to plaintiffs, as well as
to noncompliant employees adhering to the clainll gimdy be made in conformity with the same
court decision, once the Court has the resulth®fidditional evidence ordered by Court.

On October 26, 2006, the Constitutional Room of $wgwreme Court of Justice admitted the
appeal filed in June 2000 against the purchaseDds Ehares by Inversora DS 2000, C.A. Upon
admission, and for subsequent processing, the Datitstal Room agreed to summon different
public and private companies including, among cthénversora DS 2000, C.A., the shares’
acquirer, and EDC.

As of April 30, 2007, the Company maintains othegdl contingencies related to civil,
commercial, administrative and labor issues, whitghy be probable demands, amounting to Bs.
19,573, for which a provision of Bs. 9,786 has beenorded. Furthermore, the Company
maintains other contingencies classified as redsdgnarobable and remote, being the most
important related to an administrative proceediteglfby the Foreign Exchange Study Unit of the
Ministry of Finances (currently People’'s Power Miny of Finances) against Genevapca and
EDC, whereby it orders to refund U.S.$ 6.3 milliand U.S.$ 0.1 million, respectively, as per
notification N° UNEC - 0- 475/98 dated April 20, 99 The companies have filed the
corresponding proceedings and are waiting finalsi@e. According to the Company and its legal
advisors there are high possibilities of obtainintavorable decision annulling the administrative
proceeding.

CONTROL AND REVIEW OF MONEY-LAUNDERING OPERATIONS

The “Standards for the Prevention, Control and Bevibf Money-Laundering Activities Applicable to the

Venezuelan Capital Market” were published in OfficiGazette 38354 of the Bolivarian Republic of
Venezuela, dated January 10, 2006. This Resolut@me into effect May 11, 2006 and it derogated
Resolution N° 510-97 dated December 12, 1997, ghdndi in Official Gazette N° 36411, dated March 11,
1998.
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The purpose of this Resolution is to establishrtfieimum permanent and continuous Policies, Stargjard
and Procedures to be followed by the subjects bearmmply with these norms in order to preventihe
from being used as instruments for money-laundesictivities specified under the Law against Orgediz
Crime (Locdo) and the Law Against Drug Traffickirgnd Consumption (Losep); and allows CNV to
control, inspect, surveil and supervise the cagynt of such activities in the Venezuelan capitatket.

EDC and its subsidiaries obtain the cash flows iregufor the performance of their business openragio
mainly from own sources (See Note 1 - Organizati@gsh flows from financing activities are obtained
from financial institutions subjected to the Gemhdraw of Banks and Other Financial Institutions and
funds from issuance of commercial papers and umedcoionds, in accordance with the Capital Market
Law.

CORPORATE GOVERNANCE

CNV promotes the voluntary application of good gmasce principles, on the basis of the benefitatgih
to companies within the terms of competition anceas to financing through the capital market.

EDC’s Management has included within its organ@atind operation scheme a set of structures, norms
and procedures aimed at guaranteeing transparewcgficiency of its governance. During the yea®20

an External Directors’ Committee was incorporatatb ithe Company’s bylaws, including individuals
economically independent from EDC, who represethird of the Board of Directors, the main functioh
which is to evaluate and approve transactions edrout between the Company and its majority
stockholder, thus guaranteeing their transparemcly@otecting the interests of minority stockhofddn

this regard, the Company has included within igaoizational structure other committees with sigaifit
control tasks, such as:

e Stockholder's Meeting

» Board of Directors

» External Directors Committee
* Audit Committee

e Social Energy Committee

»  Consulting Committee

* Management Committee

These also include the Internal Auditor, the Comptie Supervisor, and the Investors’ Relationshij.Un

In addition, EDC has adopted internal complianeadards and programs for its employees, executives,
directors, and subsidiaries, as well as for cottrac including the Code of Business Conduct arfdcEt
and the Corporate Compliance Manual, the implentiemtaf which demands a higher conduct than that
required by Law.

RESTATEMENT OF PREVIOUSLY ISSUED FINANCIAL STATEMEN TS

In April 30, 2007 and December 31, 2006, the Corgplaecame aware of certain potential accounting
issues related to the recognition and measurenfeits accounts receivable from governmental ersijtie
and the recording of an asset retirement obligatiolone of its subsidiaries. As a consequence ef th
application of International Accounting Standard88I(IAS-39) “Financial Instruments — Recognitiarda
Measurement” for the accounts receivable from gowemtal entities and International Accounting
Standards N°16 (IAS-16) “Property, Plant & Equipitieand International Accounting Standards N°37

F-78



(IAS-37) “Provisions, Contingent Liabilities and @oigent Assets ” for the obligation establishedhn
Energy and Steam Contract signed by Genevapca BN&R, the Company restated its previously issued
financial statements for the years ended Decemhe2@6 and 2005.

Set forth below is a comparison of the previougiparted and restated consolidated balance sheet and
consolidated income statement items affected bly segtatement:

2006
Previously
Reported
Restated
Property, plant and equipment 5,161,820 5,164,094
Other long-term liabilities 127,145 135,116
Net income 311,561 310,342
Undistributed earnings 374,817 369,120
2005
Previously
Reported
Restated
Property, plant and equipment 5,452,366 5,454,829
Other long-term liabilities 129,946 136,886
Net income 244,067 244,217
Undistributed earnings 418,657 414,180
2004
Previously
Reported
Restated
Undistributed earnings 534,569 510,787

SUBSEQUENT EVENTS
(@) January 8, 2007’s Presidential Decrees

The President of the Bolivarian Republic of Vendaugnnounced through local mass media,
among others, the nationalization of the teleconipation, electricity, and oil sectors, which
were previously privatized, for considering themastgic sectors.

(b) Enabling Law

On February 1°, 2007, the National Assembly passkdw enabling the President of the Republic
to issue legislative decrees on certain specifittarafor an 18-month period since the publication
of said Law in the Official Gazette of the Bolivani Republic of Venezuela. The purpose of this
Law is ruling on different matters related to thefdsformation of Government Entities, Popular
Participation, as well as Economic, Social, Finahdiax and Energy matters.
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(d)

Decision N° 2029

On February 6, 2007, the Company paid its activepleyees Bs. 26,392 corresponding to
Decision N° 2029 (See Note 26 — Commitments andirggencies) thus complying with the
Supreme Court ruling in this respect.

Memorandum of understanding with PDVSA

On February 8, 2007, the Company’s main stockhositgned a memorandum of understanding
with PDVSA, which sets forth the negotiation bdsisthe sale of its equity share in EDC.
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ANNEX A

PRINCIPAL DIFFERENCES BETWEEN U.S. GAAP AND VENEZUEL AN GAAP

Venezuelan GAAP is based on approved principledighdd by the Venezuelan Federation of CollegeBudilic
Accountants. In addition, listed companies in Versda must follow the rules and regulations of thR\C
Beginning in 1997, International Accounting Stamtfa("IAS") are considered an integral part of Varean
GAAP when Venezuelan GAAP does not include a stahttaat covers the specific situation. If an isssieot
covered by Venezuelan GAAP or IAS, Mexican GAAP trus applied. In the absence of authoritativerdiiere
under Mexican GAAP, U.S. GAAP is followed.

The principal differences between Venezuelan GAAH B.S. GAAP as they relate to EDC's reported
results in 2007, 2006 and 2005 involve the follayvissues:

« functional currency and reporting currency,
e capitalized interest cost for the construction efwrfixed assets,
» accounting for costs and expenses of companieehoperating stages,
e accounting for severance indemnities, pension asthetirement benefits,
* negative goodwill,
e minimum dividends,
» share exchanges, and
» transactions between entities under common control.
Functional Currency and Reporting Currency

Under Venezuelan GAAP, financial statements areistefl for the effect of changes in the purchasing
power of the bolivar during each period and presgmi constant bolivares, the reporting currency.

Under U.S. GAAP, a definition of the functional remcy is required, which may differ from the repogt
currency, in accordance with Statement of Finandiatounting Standards ("SFASWN° 52, "Foreign Currency
Translation" ("SFAS 52").

Capitalized Interest Cost for the Construction of New Fixed Assets

In accordance with Venezuelan GAAP, interest inedirin connection with the construction of major
capital projects is included in the cost of suckets to the extent that it exceeds inflation. Fkoancing
denominated in U.S. dollars, this generally resultso interest being capitalized, since the rdt@ftation in recent
years has exceeded the nominal interest rate dndeiat. The amount of interest capitalized mustdaiced by
the related gain on monetary position, regardléskeocurrency in which the financing is denomirmhte

Under U.S. GAAP, the amount capitalized is caladaby applying the composite weighted average
interest rates on outstanding borrowings to thestontion work in process balances during eachiegiple period.
Other costs associated with borrowing, such asdoreurrency transaction gains or losses wouldxztuded from
capitalization. Therefore, both the foreign exdamitoss and the monetary gain would be excluded flee amount
subject to capitalization.
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Accounting for Costs and Expenses of Companies irr€2operating Stages

In accordance with Venezuelan GAAP, pre-operating start-up costs may be capitalized as a deferred
asset and amortized from the beginning of operatiover a period of time estimated to generate tlt®@me
necessary to recover such expenses (for a peribg/ears).

Under U.S. GAAP, pre-operating costs are expensedcarred.
Accounting for Severance Indemnities, Pension anddgt-retirement Benefits

EDC has adopted revised International Accountirap&ardN© 19 ("IAS 19"), "Employee Benefits." As it
is applied to EDC, the revised standard is subisiintonsistent with SFAN° 87, "Employers' Accounting for
Pensions" ("SFAS 87"), and SFA® 106, "Accounting for Postretirement Benefits othigain Pensions" ("SFAS
106"). However, under IAS 19, the transition ohtign can either be recognized immediately or aixedt for a
period of up to five years from the date of adoptio the consolidated statements of income. Uhi&: GAAP,
the transition obligation is amortized over the agmmng service life of employees.

Additionally, the accounting for curtailments, oveats that significantly reduce the expected yedrs
future service of present employees or eliminate &csignificant number of employees the accrualdefined
benefits, is different. Under SFAS°’ 88, "Special termination benefits" ("SFAS 88" w@tailment gain or loss is
measured as the resulting change in the proje@gdfih obligation plus any unrecognized prior seevtost, which
includes the cost of retroactive plan amendmentsaany remaining unrecognized net obligation exgstihthe date
of initial application of SFAS 87. Curtailment l@ss are recognized in earnings when it is probabl &
curtailment will occur and the effects described masonably estimable, whereas curtailment gamsegognized
in earnings when the related employees terminatbeoplan suspension or amendment is adopted. rUA&e19,
curtailments are calculated in a similar mannecegx that curtailment gains or losses also includescognized
actuarial gains and losses. Likewise, curtailngaihs and losses are recognized when an entifg (mmitted to
make a material reduction in the number of empleyeavered by a plan or (2) amends the terms offiaatke
benefit plan such that a material element of fuservice by current employees will no longer quafdr benefits,
or will only qualify for reduced benefits.

Negative Goodwill

In business combinations in which the sum of theowams assigned to assets acquired and liabilities
assumed exceeds the cost of the acquired entityeMleelan GAAP requires that excess ("negative gdidpite be
recorded as a reduction of stockholders' equitggative goodwill is then accreted to income foresiq of up to
20 years. In subsequent sale transactions ofdialisis with negative goodwill, the unaccreted bataof negative
goodwill is recorded as a gain on disposal in theqal of sale.

Under U.S. GAAP, negative goodwill should be altechas apro rata reduction of the amounts that
otherwise would have been assigned to all of thyiiaed assets except (a) financial assets otherithaestments
accounted for by the equity method, (b) assetsetdibposed of by sale, (c) deferred tax assetpréfaid assets
relating to pension or other postretirement bergéins, and (e) any other current assets. If angss remains after
reducing to zero the amounts that otherwise woaleHeen assigned to those assets, that remaixtegseshould
be recognized as an extraordinary gain as desciibgaragraph 11 of APB Opinidd® 30, Reporting the Results of
Operations — Reporting the Effects of Disposal ocBegment of a Business, and Extraordinary, Unusndl a
Infrequently Occurring Events and Transactions.

Minimum Dividends

As required by the Venezuelan Capital Market Lawmpanies must annually distribute to their
shareholders not less than 50% of the net annealhie as determined in accordance with VenezuelaARGA
Likewise, the Capital Market Law provides that eadt 25% of such 50% must be paid as cash divideddsler
Venezuelan GAAP, these dividends are recordedep#riod in which they are declared.

Under U.S. GAAP, because the payment of the 50%deind from each year's income is a legal
requirement in Venezuela, the dividends would loermed in the period in which they had been earned.
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Share Exchanges

Under Venezuelan GAAP, an exchange of shares batweeompany and its shareholders is generally
considered to be a contribution or distributiorsb&reholders' equity, regardless of whether thestietion involves
employee shareholders. Any shares issued by aawyrip shareholders in excess of the shares retewgart of
a capital contribution are therefore accounted dsra stock dividend with a corresponding chargeetained
earnings, as in substance, the incremental shapessent a distribution of equity.

Under U.S. GAAP, under certain circumstances, tbguance of shares to shareholders should be
considered a compensation expense to the exteshdreholders are also employees of a companythalncase,
the fair value of such shares is recorded as cosgtiem expense instead of a stock dividend.

Transactions Between Entities under Common Control

Under Venezuelan GAAP, when accounting for a trenef assets or exchange of shares between entities
under common control in a transaction other thamaaguisition of all or part of the noncontrollinguéty interests
in a subsidiary, the entity that receives the 13sets or the equity interests recognizes themedt dlequisition cost
at the date of transfer.

Under U.S. GAAP, the assets and liabilities or gginterests transferred are initially recognizedteeir
carrying amounts in the accounts of the transfgrentity at the date of transfer.
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