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BUSINESS PORTFOLIO O

renovaveis

WIND AND POWER ENERGY

i
: 31% of EBITDA

(13% North America; 6% Portugal;
6% Espanha; 6% Others)

Listed Subsidiary: EDP Renovaveis
(EDP has 82,6%)

; IPO in Jun/08
=1 Wind & Solar Power: 10,1 GW
b A worldwide renewable market leader

EDP BRASIL
PORTUGAL

16% of EBITDA

Listed Subsidiary :EDP Brasil 39% of EBITDA 14% of EBITDA
(EDP has 51%) Privatisation in 1997 (IPO) Presence since 2001
Presence since 1996 Single eletricity  distribution Power Generation :3,5GW (ex-
1 Power Generation :2,8 GW Power Generation :9,2GW (ex- wind )
{ fr (hydro and coal ) wind ) 2°in gas distribution
’ ;’ 2 eletricity  distribution (from witch , 59 GW is hydro )
vgt concessions

Note: Installed capacity and weight on EBITDA as oflBec



Timeline:
A history of growth and efficiency

Corporate ’ Operational
reorganization Efficiency

" AEDP Brasil IPO 2 A Asset Swap: Enersu

A Market Value : R$ 3 for Lajeado
billion :




Timeline: O

A history of growth and efficiency

Growth Execution and B A Market Value R$ 8.6 billion
Cultural Transformation BB A Expected completion of S&o Manoel i
4Qc¢ 91.4% of physical construction
A HPP Santo Ant6nio do Jari g done on June 30
operations start A Winning bid for lots 7, 11, 18 in the
A TPP Pecém | becomes a : 05/2016 Transmission Auction, a tota
wholly-owned subsidiary S R$ 3 billion in Capex

\ 4
after the acquisition of the . : o :
remaining 50% B A HPPCachoeir&Caldeirdmperationsstart

oL B A R$ 1.5 BillionCapitalincrease
A Partnershipwith CTG -l S A Winning Bidder for lot 24 in the 0132015 Transmissio
H AAS5 Auction (HPP Sao SoEas Auction
| Manoel) S A Photovoltaicservicedaunch
: A Earlyrepaymentof the debt with the IDBfrom Pecém
A Creationof the SharedServiceenter

New growth strategy

A ENBR3 joins the Bovespa Index (IbovJ§

A 4
A Sale of EDRenovavei8rasil
Al OljdzaaArdAazy 2F 1t { {2fdzepSa 02yS 2F . NI AfQa Y
A Sale of Pantanal Energética
A Balanced Board of Directors : 4 appointed by the controlling shareholder and 4 independent members

_ 3 - b/ e
Ak " . .\l

1. Photovoltaic



GEOGRAPHIC PRESENCE
Operations in 12 Brazilian States

{ states

2.8 GW Installed
Capacity

]
2 states

3.3 million consumers
served

.Generatlon .Transm|SS|on 6 states

. Distribution + Transmission
~1.3 thousand km of

[l Generation + Distribution + Transmission power lines




Brazilian Regulatory Model

Power Lines

R$15.1bi
80.5 In the 2 158 GW

Million | :
: atest (+50% in 10 years)
0) .
(+38% in 10 years) ti

Consumers

Installed Capacity




Agenda for Change

Customer Technology Environment

Engaging society through digital Renewable energy sources  Hydro system affected by climate

media Advancing intelligent grids change

High expectations given the
guality of our services

Increasingly demanding

Valuechain digitalization . .
Environmental Regulations

Process automation



Innovation along the frontiers of the grid systems @
takes three main cyclically - reinforcing, sector -

disrupting forms
DECENTRALIZATION

émay help align supply a
demand, but requires significant
coordination.

DECARBONIZATION

Critical to long - term carbon goals,
but may create EE - demand
management challengesé@é

Technologies: Solar
PV, distributed
storage,
microgrids,
demand response

Technologies: AMI,
optimization

= = platforms,

Technologies:
Electric
vehicles,
V2G/H, smart
charging

aggregation, smart

DIGITALIZATION devices and
appliances

eéall ows for open and aut omat ed

communication, thereby empowering
Source: The Future of Electricity, WEF, Bain customers




Required adaptations to the sector’s @
regulatory and business model

Redesign regulatory paradigm Deploy enabling infrastructure

A Evolve to resultdbased regulation A Define a flexible infrastructurdeployment model (e.g.
A Remove the bias towards capital expenditures smart meters, recharging stations, etc.)

A Monetize Distributed Energy Resources A Foster meteringplant modernization

A Evolve from DNO to DSO A Define datausage rules

A Use price signals throughout the chain

A Create simple and intuitive experiences A Revenues growth from Distributed Energy Services ant
A Make new relationship models the standard Resources |
A Customize experience through more sophisticated A Shift focus from assets to SEnEEs

segmentation A Develop crossector partnerships

A Equip the organization with new capabilities
A Develop innovative financing schemes

Redefine customer experience Embrace new business models

Source: The Future of Electricity, WEF, Bain




EDP’s driving principles for the reform

ot : 0

a o}
ELECTRIC ELECTRIC ECONOMIC DEFINING CHANGE
SYSTEM SECTOR PLAYERS IMPACTS CHANGE IMPLEMENTATION

Supply safety EconomieFinancial Economic rationality Holistic Vision Progressive, gradual

: : Balance " : change
Systemic consistency Competitiveness Benchmarking J

Legal Safety Engaging society

Technology as an Allocation and Customer Vision _ _
efficiency lever Isonomy benefits in the sector Socieenvironmental
balance




EDP's commitment to the sector’s reform @

Domestic and
international 3 universities + 1 institute
experience 6O+ people

Directly involved
B
@ UWS&O Paulo GEFEA

an 491 pagesttex
- // .
Senior Sector Specialist NTFeV CER %..\é' In8 TeChnICa| NOteS

José Luiz Alquérez -

(4) (aNn 12 countries

with in-depth benchmarks

0 OBSERVATORIO
DO SETOR ELETRICO BRASILEIRD

BAIN & COMPANY




Reasons for change

Expansion of the Free Market Pricing Structural Market Elements

A Insufficient customer A Mismatched operation and A High transaction cost
segregation price A Insufficient financial guarantees

A Risk allocation without A High volatility A Barriers against infrastructure
management tools A Absence of financial development

A Migration based on cross instruments

subsidies

Supply Expansion Discounts and Subsidies Unlocking the Market

A Expansion supported by captive A Rising subsidies A High judicialization
consumers alone A Lack of transparency regarding A Locked market operations
A Absence of mechanisms for the who pays and receives ADistortion of MRE®s rol e

selection of appropriate sources A Absence of offsets

A Subsidies are not economically
reasonable




What can the Reform do?

Consumers / Prosumers

CURRENT SCENARIO

POSIREFORM SCENARIO

AOnly medium and large customers are free

ATariffs with low correlation to efficiency

ALack of isonomy between captive and free
consumers

AOpaque electricity bills

AAIl may select their supplier
AHourly and locational tariffs
AConsumer isonomy

AElectricity bills as a communications
Instrument



What can the Reform do?

Traders

CURRENT SCENARIO

POSIREFORM SCENARIO

AMigration to the Free Contracting Environment
based on tariffs and costs allocation

Alnsufficient guarantees regime
ARetail and wholesale in the same environment

APrices do not reflect market conditions

AMigration to the Free Contracting
Environment based on actual benefits

ARobust guarantees
ABoundary separating retail and wholesale

ASupplybased prices



What can the Reform do?

Distributors

CURRENT SCENARIO POSIREFORM SCENARIO

AExposure to varying costs of energy, tariffs and  ANeutral overcontracting
freight

ANon-uniform energy costs AUnified Pmix

AComplexity drafting contracts

. . . - AContracts centralization
Almplied subsidies for micr@nd mini

generation :
ANonvolume tariff element

ATariffs do not reflect grid usage

ARevenues structure incompatible with the costs ~ Aimproved revenues structure
structure



What can the Reform do?

Generators

CURRENT SCENARIO

POSIREFORM SCENARIO

AMRE assumes nemydrological risks
Almplied subsidies to intermittent sources

ASubsidies to incentivized sources do not take
production efficiency into account

ATPPs UVC higher than the PLD ceiling
ANetting is ineffectual in the short run
APrices do not relate to market conditions
APotential for financing via regulated auctions

AAdjustments to risk allocation
AAncillary services

ASubsidies to incentivized sources
ADe-contracting with highuVC TPPs
ARobust guarantees
ASupplybased prices

AMarket-based financing



Breakdown of EDP’s proposals

EDPOGs

Contribuigdo & Cormulto Aiblico MME n® 33720

Visdo da EDP para
Setor Elétrico Bras

a Refo
ileiro

Vi

7

rma do

S i

on

01
Free Market
Expansion

02
Pricing

03
Structural
Market Elements

Supply
Expansion

Discounts and
Subsidies

Legal
Schedule

06
Unlocking the
Market




EDP has adopted positions involving various
elements of the electric energy market

0 N
s ﬂ % — 54-

CENTRALIZER ' GUARANTOR ' FINANCING ' JUDICIALIZATION ' SUBSIDIES

GENERATION CONSUMERS AND
PROSUMERS
L] h |
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TRANSMISSION DISTRIBUTION
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entralized Coad Projections Tor thy
Purposes of Generation Backing
Reguirement Statements

sonomic

Allocation Betweernregulated
ContractingMarket ACR) and Fre¢
Contracting Framework (ACL)

Technical Note EDP 1
Free Market Expansion

CENTRALIZER ' GUARANTOR

GENERATION CONSUMERS AND
PROSUMERS
L+ .
onsumer
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DISTRIBUTION i [‘
— TN Low Income
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Expanding the Free
Market to all players

e Energy Flow
e Financial Flow



Expanding the Free Market tc

all players




Expanding the Free Market to all players @

Building consumer awareness

Centrali zing Distribution Compani es

Energy contracts

Wire Neutrality

Regulated Energy Trader
(hComerciali zador de
I CER)

Supply expansion sustainability

and financiability

nergia Regul a

®00SD
SUUCY

Transparency = Subsidies + Discounts + Efficiency




Example of market
liberalization from Portu

Wﬁ% am‘“' mm}u ﬁﬁ &:
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The Portuguese electric sector has undergone several reforms since @
1999, and the MIBEL implied changes throughout the value chain

MAIN MIBEL CHANGES MIBEL OPERATIONS MODEL
1 1 Generation + PRE
Generation liberalization with thé
end of CAEs ev . i,
? Eid WHOLESALE MARKETS

Bilateral Organized
+ markets

contracts

Reinforced interconnection
capacity

DISTRIBUTORS Distributors

New wholesale market model ——

Regulated customers

e Liberalized customers

‘ Physical energy flow ‘ Demand flow
1. Excludes direct inteagent sales

Source: DPE Analysis




In Portugal, production and sales activities are liberalized,
coexisting with regulated areas

______

Regulated
activities

______

DISTRIBUTION RETAIL

PRODUCTION TRANSPORT

________________________________

Liberalized Regulated i > VHV Grid S High, medium and ! Liberalized | Regulated !

> Lib((ejrali_zed > SQE ‘! > Natural monopoly ¥ low-voltage grid !i FreeMarket = Traders of |

production > X ! X . |

Desere /i > Assets managed by i > Naturalmonopoly i Traders Irisstource i
fion ¥ the Transport Grid 1 > Regulated assets base!! i

H hLISNJ G2 NJ o0 dgh LJSl%“]- R2 NJ . h |

¥ da Rede d > Regulated service ' |

CMEC ¥ aneae ce ca gl quality T :

¥ ¢ NJ yagRRIJ S§! ¥ :

> lberianspot > Contract ! 5 Agsets '! > Assets compensation | > Market > ERSE !

price OMIE ed price i compensation \1 with accepted costs i defined defined !

_ > Future price | > FeedIn !! | . i price tariff |
Economicy OTCs and Tariff ¥ 1 > Efficiency goals ¥ . :
= i ¥ 11 > Spot/fixed :

COMPETITION COMPETITION




The retail market was liberalized over a period of 7 years, with @
decreasing eligibility limits

NUMBER OF ELIGIBL
ELIGIBILITY CUSTOMERS ELIGIBLE CONSUMPTI(

MV, HV or VI_—Ir\]/
customers wit
L2tk Fyydz £ 02y & dz%146 x90% x
9 GWh
2002 All MV, HV or Q/HV 20 970c 0.4
customers with non , C V.4%0 53.6%
nil consumption
FEELY All SLV, MV, HV or
2004 VHV customers 02,133¢ 0.9%

AUCIEIZC Al customers 5,800,233 100%

September
2006(1)

M Full market freedom, legally put into place in August 2004, was only effectively implemented in September 2006




Development of the free market was even more gradual

Eligibility 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

= Free market weight o
7204 77%

59%
Customers at year

end 37%

17%/

0% 0% 0% 0% 0% 0% 0% 0% 3% 3% 5% 6% 6%~

e
I 1 I 1 1 1 I I T T T T T T T T T 1

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Eligibility 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
— : 870, 91%
Free market weight
61% 61%
Accumulated 54% 54% - v
consumption at year sa% 3396 330
end 2904
10% 8% 16% 1104
0% 1% 1% 3% 3%

I T T T T T T T T T T T T T T T 1

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016




The free market only developed when the regulated tariff began reflecting
the wholesale prices, ceasing to generate tariff deficits

I SN 3S /! w LIzZNOKF &S LINAOS odeka2 KUy

80 - DL No. 104/2010 prevented switching from
the free to the regulated market
70
. A Tariffs below the actual price
limit market development
50 Tariffs
A In 2007/08 the gap shut dow
o< Actual the free market and created
2007 2008 2009 2010 (2011 2012 2013 2014 2015 2016 Iarge tariif deficit
| ALY wnmnx | fI
Free market weight () prevented switching back to
1007 el the regulated market
80 - .
e A In 2012, tariffs began
60 1 The free market receded reﬂeCtlng the market Wlth an
40 { "prices above those add-on to induce switching
implied in the Tariffs

20

O I I I I I I I I 1
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016




Effective market liberalization translated into more dynamic @
customer -focused players

Market A ~0.30MFreeMarket customers A ~5.5Mcustomers exercised their Frédéarket option

A Relevant presence dlual-fuel offerings and valueadded services

A Relevant penetration of smart metersreating new supply opportunities
and challenges

A Chieflymono-fuel

Customers p )
A lrrelevant smartmeter penetration

A Aggressiveas margins improved

A New potential entrants(traders online playershome service
providerstelco@> X 0

A Limited, with very reduced margins

SRR /| |berian Utilities only

Products and A ReducedP&Scatalog A Diversified catalogincluding energy, energy and nenergy services,
services and integrated solutions
Ch I A Mainly existingstores/agents A Greatly diversified channels and reinforceelé-care (Web,
anneis andcontact center a2o0AtAleE Lzws {as X0
_ A Mass marketing A Proactive campaigns with defined targets
Campaigns A1-2 campaignger year A Many campaigns per yeasupporting customer knowledge

A Fundamental use of partnerships for channels and

=ENnEcoo A Limited use opartnerships T VTN ] e e



Competition forced players to pursue additional sources of business, as
well as to provide better customer service

~
J

Servigos ED

BN - y ao cliente
S e k*v | _“u';?— >

% Improved customer

New ValueAdded
Products and Services

support

¥e

- L;_ LoRE '£-

+h ] -

ml e i3 o R
-.

Helping customers
save




Electricity bills are an excellent example for
Innovation, as they are among the top complaints
from customers

Caro, Mauricio Martins N P o e
N ¢ . o (\ m } 1\ j / ( ; 1\‘/4 :}
{ /‘\ \ Rua Afonso Atalaia, 305 1D7 B ~—” Nl LS g
\®/  4150-016 Porto jponline  Mensogens  Ajudo

As mais valias

PERIODO DE FATURAGAD DE S de margo 2018 a S de maio 2018 A
Tom montantes
om divida.
= " 4 ¥ Consulte & Uma o
? A QUANTO TENHO
: ‘ A PAGAIR?
ELETRICIDADE GAS SERVIGOS TAXAS E IMPOSTOS
65,32 ¢ 2154€  1926¢€ 31,25€ 137,37 €
yer getaines var getalhes  ver detahes yor getales

2 02gamenio

>

O

Ligue-se & EDP S :
onde e quando quiser B Y O

© QUE JA POUPE
DESCONTOS NESTA FATURA 1826 €
DESCONTOS ACUMULADOS 221€

SABER MAIS

) OUVIR A FATURA

v

v

v

v

v

N3o é copia do papel @
Formato standard (PDF)

Artefacto infinito de interagao
Potencia a relagdao com o cliente
Aumento da satisfacdo de cliente
Reutiliza¢do de informacgao, servigos e conteudos

Visualizacdo em WEB e Mobile

Segmentacdo e inteligéncia a comunicagao

A . @
Conveniéncia S e

Utilizagdo “guiada”
Contetdos dindmicos (dudio e video)

Personalizacdo da fatura (videos)

V Not a me
V Standarc
V Infinite ir
V Leverage
V' Improve
V Reusabl
V WEB an

V Segmen

V Conveni
V & D dzA
V Dynamic

V Bill custc



Customers gained far more than just lower energy @
prices

1 Freemarket price lower than the regulated tariff, which still remains highly competitive and serves as a
cap

02 Freedom of choice improved customer perception and satisfaction

| 2YLISGAGAZ2Y ONBIFGSR LINBaadz2NBE 2y NBUOFAT Qa 2 LISN
customers appreciate

3

04 Competition added to the electricitgas duality, reducing prices for end customers

Development of new energy services allowed reducing energy consumption/bills, besides serving
other needs leading to improved customer satisfaction

ol




Some lessons from the Portuguese liberalization process (retail) @

SENOIECCRENN@ A Vulnerable consumers may enjoy the protection of mechanisms other than regulated tariffs

vs. market A In the presence of regulated tariffs, its amount must be Last Resort and reflect the market in order to not
prices generate deficits or prevent the market from developing

A Enabling market switching prevents new agents from emerging and the market from effectively

developing
More dynamic e gis announcement of the end of regulated tariffs was important building awareness of the option to
HEERUELG contract in the free market

A The creation of tariffs with addn factors was very helpful transitioning consumers to the free market

A Tariff addons are critical to prevent one segment of customers from subsidizing another

JEULRCSICHIN A ¢ KS (I NAFTTF &0 NHOGdZNB Ydzad NBFE SO0 GKS O02aia& &G NHOG dzt
efficient for society

Credit risk is a cost that traders face and must recover from across the market

Low prices implies giving traders the tools to manage this risk (speedy disconnecting process, availability
Credit risk 2T ONBRAG AYTF2NXIFGA2YIX0

The expiration of bills more than 6 months old generates cost, additional legal proceedings, a greater )
YydzYOoSNJ 2F RAaO2YyySOuA2yazr az2zOAlt Ay2dzauAOS aAaddz A2




Mass adoption of distributed generation must be managed using the
correct price signs to prevent compromising the system’s sustainability

The high variability of fixed
costs in EndCustomer Selling
CI NAFTF oO0¢C+

2? 'A vR T 2 NJ
generatlon (regressive

X
'R‘@St : N?ﬁ“?{“ﬂa

effect)

L. - | RECOVERING THE REVENUES LOSS WITH
onceptua HIGHER VARIABLE TVEL:
Revenues A

Raise cost$or consumers that did not

invest in distributed resources

Odabnsumerdividée 0 = SAASYGALl &
harming the more underprivileged

consumers

Costs

Breakeven

Deficit . :
A Increase the returron investment in

RA &0 NX 0 dzi Sdeathiirat20dzND S &
thereby encouraging evading
consumption from the grid, making the
. system economicallyinsustainable in
Costs Tariff Vil

structure structure V. ¢ \/ the long run
(revenues) . 0

Thismismatch of the costs and revenues structuremkes itrational for consumers to invesin

distributed generation, even if it causksst value for societyat large







