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PART |
Item 1. I dentity of Directors, Senior Management and Advisors
Not applicable.
Item 2. Offer Statistics and Expected Timetable
Not applicable.

Item 3. Key Information

In this annual report, except as otherwise spetifieferences to “we”, “us”, “our” and “the
Company” are references to (i) Empresa Distribiado€Comercializadora Norte S.A., or “Edenor”, on a
standalone basis pritw March 1, 2011, (ii) Edenor, Empresa Distribuidotédirica Regional S.A.
(“Emdersa”) and Aeseba S.A. (“Aeseba”) ,betweendWidr, 2011 and March 31, 2013, (iii) Edenor and
Emdersa”, between March 1, 2011 and September(3@, 2nd (iv) Edenor on a standalone basis, from
October 1, 2013 through the date of filing of taisual report. References to Edenor, Emdersa and/or
Aeseba ora standalone basis are made by naming each corapahg case may be. For more
information, see “ltem 4—Information on the Compastytistory and Development of the Company.”

FORWARD-LOOKING STATEMENTS

This annual report includes forward-looking statateeprincipally under the captions “ltem 3.
Key Information—Risk factors,” “Item 4. Informaticon the Company” and “Item 5. Operating and
Financial Review and Prospects.” We have basee theward-looking statements largely on our current
beliefs, expectations and projections about fuewents and financial trends affecting our business.
Forward-looking statements may also be identifigavords such as “believes,” “expects,” “anticipates
“projects,” “intends,” “should,” “seeks,” “estimagg “future” or similar expressions. Many importan
factors, in addition to those discussed elsewhetkis annual report, could cause our actual resolt
differ materially from those expressed or impliacdur forward-looking statements, including, among

other things:

”ow

» the outcome and timing of the integral tariff réers processRevision Tarifaria Integral
or “RTI") and, more generally, uncertainties retgtito future government approvals to
increase or adjust our tariffs;

» general political, economic, social, demographid business conditions in the Republic
of Argentina, or “Argentina” and particularly inglgeographic market we serve;

» the impact of regulatory reform and changes inrégilatory environment in which we
operate;

» electricity shortages;
» potential disruption or interruption of our service

» restrictions on the ability to exchange Pesosfioteign currencies or to transfer funds
abroad,;

» the revocation or amendment of our concession @gthnting authority;

» our ability to implement our capital expendituramlincluding our ability to arrange
financing when required and on reasonable terms;

» fluctuations in exchange rates, including a dev#uneof the Peso;
» the impact of high rates of inflation on our costs;
» our ability to access to financing under reasongias, and

* additional matters identified in “Risk factors”.



Forward-looking statements speak only as of the ttety were made, and we undertake no obligation to
update publicly or to revise any forward-lookingtsiments after we file this annual report becatise o
new information, future events or other factons.light of these limitations, undue reliance shouid be
placed on forward-looking statements containedhig annual report.

SELECTED FINANCIAL DATA

The following tables present our summary finandeth for the years ended December 31, 2013,
2012 and 2011. This information should be readimunction with our audited consolidated financial
statements as of December 31, 2013 and 2012 am@ébrof the three years in the period ended
December 31, 2013, 2012 and 2011 (the “Consolidéieaincial Statemerity the related notes thereto
and the information under “Item 5. Operating anchRcial Review and Prospettacluded elsewhere in
this annual report. The financial data as of Decan®i, 2013, has been derived from our Consolidated
Financial Statements.

Our 2013 consolidated financial statements have pegpared in accordance with IFRS, as
issued by the IASB, and these have been approveesbjution of the Board of Directors’ meeting held
on March 7, 2014.

The selected Consolidated Statement of Comprehehsoome (Loss) data for the years ended
December 31, 2013 and 2012, and the selected coasal Statement of Financial Position data as of
December 31, 2013 and 2012 have been prepareccimdance with International Financing Reporting
Standards (“IFR9, as issued by the International Accounting StasslaBoard (“IASB) and have been
derived from our Consolidated Financial Statememsich were audited by Price Waterhouse & Co.
S.R.L. ("PwC"), member firm of PricewaterhouseCopeetwork, whose report is dated March 7, 2014
and is included elsewhere herein. See “Iltem 1l#arfeial Statements”.

We have prepared our annual financial statememtthéfiscal year ended December 31, 2013
included herein, assuming that we will continueaagoing concern. Our independent auditors, PwC,
issued a report dated March 7, 2014 on our finhistédements as of and for the years ended December
31, 2013 and 2012, which contains an explanatorggraph expressing substantial doubt as to ouityabil
to continue as a going concern. As discussed ite Noto the Consolidated Financial Statements, the
delay in obtaining tariff increases, the cost anijignt recognition as requested by us in accordaiitte
the terms of the Adjustment Agreement (as definetbw) and the continuous increase in operating
expenses that are necessary to maintain the Iésglraice have significantly affected our economa
financial position and have raised substantial doulth respect to our ability to continue as a gpin
concern. Management's plans in response to thasiersiare also described in Note 1. However, our
Consolidated Financial Statements as of Decemhe2@®li3 and for the years ended December 31, 2013,
2012 and 2011 do not include any adjustments dassifications that might result from the outconfie o
this uncertainty. See “Item 3: Key Information—RIBactors—Risks Relating to Our Business—Failure
or delay to negotiate further improvements to auifft structure, including increases in our distitibn
margin, and/or to have our tariffs adjusted toaetfincreases in our distribution costs in a tirmegnner
or at all, has affected our capacity to perform cummercial obligations and could also have a rater
adverse effect on our capacity to perform our faianobligations. As a result, there is substardimlibt
with respect to the ability of the Company to coné as a going concern.” As a result, there istanbal
doubt with respect to our ability to continue agoing concern.” See “ltem 18: Financial Stateménts.

Our Consolidated Financial Statements are inclusleghages F-1 through F-87 of this annual
report.

In accordance with the decision of the Board oEbiors to divest and sell the subsidiary Aeseba
as of March 31, 2013 and the subsidiaries Emdersdiity S.A. (“Emdersa Holdirigor “EHSA”"),
including Emdersa and its subsidiaries, Empresdribisdora de San Luis S.A. (“Edesal”), Empresa
Distribuidora de La Rioja S.A. (“Edelar”), EmpreBéstribuidora de Salta S.A. (“Edesa”) and Emdersa
Generacion Salta S.A. (“‘EGSSA"), as of December2®1,1, we have classified the corresponding assets
and liabilities associated to these subsidiariehénConsolidated Financial Statements as of Deeemb
31, 2013, 2012 and 2011 as “Assets of disposalpgralassified as held for sale” and “Liabilities of
disposal groups classified as held for sale”. A®ofober 11, 2011, October 25, 2011 and May 102201
the Company sold its direct and indirect stake BSSA (subject to a condition precedent related to
Emdersa’s spin-off), Edesal and Edesa, respectividig corresponding charges to results have been
included within “Loss (profit) from discontinued emtions” line item in our consolidated statemagfts



comprehensive loss for the years ended Decembet03P, and 2011. As of April 5, 2013, the Company
sold its stake in Aeseba. The corresponding chatgessults have been included within “Loss from
Discontinued operations” line item in our consoleth statements of comprehensive loss for the year
ended December 31, 2013.

In this annual report, except as otherwise spetifieferences to “$”, “U.S.$” and “Dollars” are
to U.S. Dollars, and references to “Ps.” and “Pésos to Argentine Pesos. Solely for the convecgen
of the reader, Peso amounts as of and for the gmd@d December 31, 2013 have been translated into
U.S. Dollars at the selling exchange rate for UDSllars quoted byBanco de la Nacién Argentina (the
“Banco Nacién”) on December 31, 2013, which was 82521 to U.S. $1.00, unless otherwise indicated.
The U.S. Dollar equivalent information should netdonstrued to imply that the Peso amounts represen
or could have been or could be converted into, D@lars at such rates or any other rate. In Jgnua
2014, the Peso lost approximately 23% of its valith respect to the Dollar. On April 23, 2014, the
exchange rate was Ps. 8.00 to U.S.$1.00. As atre$ulluctuations in the Dollar/Argentine Peso
exchange rate, the exchange rate at such date otdyerindicative of current or future exchange sate
See “Item 3. Key Information—Exchange Rates” arntérfi 3. Key Information—Risk Factors—Risks
Relating to Argentina—Fluctuations in the value tbé Argentine Peso could adversely affect the
Argentine economy, which could, in turn adversdfget our results of operations.”



Certain figures included in this annual report hbgen subject to rounding adjustments.
Accordingly, any discrepancies between the totatsthe sums of amounts are due to rounding.

Consolidated Statement of Comprehensive | ncome (L oss)*

Continuing Operations

Revenue from salé8 .............c.oceeiie i
Electric power purchases
Subtotal

Transmission and distribution expenses .....................

Gross (loss) profit

Selling eXPENSES ... oot
Administrative eXpPenSses .........cooveuiviniiniiniiiiinieneens

Other operating iNnCome ...........coovviiiiiiiiieee e,
Other opertaing eXPense ...........cvvvveeviriieieeieiieanennn

Gain from interest in joint ventures ................coeevvennes
Gain from acquisition of companies ................cc..oeeunen.
Revenue from customers contributions exempt frowoligions

Operating (loss) profit before Resolution SE 250/13 and Note
6852/13

Higher costs recognition - Resolution SE 250/13 .........
Operating profit (loss)
Financial INCOME? ..........ccoeeiiiiiiiiie e

Financial expensed.............ccovveviiiieivieeiee i
Other financial expense
Net financial eXpense ...........ccvviiiiiiine s

Profit (L oss) befor e taxes

INCOME TAX ...viviiiiii i
Profit (Loss) for the year from continuing operasa.
(Loss) Profit from discontinued operations .................
Profit (Loss) for theyear

Profit (Loss) for theyear attributable to:

Owners of the parent ...........ccoooveivi i,
Non-controlling iINterests ............covvvviviiii v,

Profit (Loss) for theyear

Profit (Loss) for theyear attributable to the owners of the parent:

Continuing OPerations ..........coveevveiiiiirineieinee e
Discontinued Operations ...........c.ccveevveiiniiiineieeeennnn

Other comprehensiveincome
Items that will not bereclassified to profit or loss

Results related to benefit plans ..........c..cooeiiiinnnns
Tax effect of actuarial income (losses) on bergéits .........

Total other comprehensive loss from discontinuesta@ions

Total other comprehensive (loss) income
Comprehensiveincomefor theyear attributable to:

Owners of the parent ..o

2013 2013 2012 2011
(Figuresin millions)

U.S.$ 5276 Ps. 3,440.7 Ps. 2,976  Ps.2302.0
(314.4) (2,050.3) (1,740.2) (1,130.9)
213.3 1,390.4 1,236.C 1,171.1
(315.2) (2,055.3) (1,344.1) (970.5)
(102.0) (664.9) (108.1) 200.6
84.1) (548.3) (352.9) (261.9)
(49.8) (324.8) (249.4) (196.6)
9.4 61.€ 323 225
(21.9) (142.8) (150.2) (93.8)
- - - 435.0

0.1 0.7 - -
(248.2) (1,618.5) (828.4) 105.8
449.8 2,933.1 : -
201.6 1,314.€ (828.4) 105.8
44.0 287.1 755 535
(77.4) (504.9) (226.0) (150.6)
(41.9) (273.1) (168.1) (93.5)
(75.3) (490.9) (318.6) (190.6)
126.3 823.7 (1,147.0) (84.8)
6.8 44.1 116.7 (82.2)
133.1 867.€ (1,030.3) (167.0)
(14.6) (95.1) 16. (124.4)
118.5 772.7 (1,013.4) (291.4)
118.3 7717 (1,016.5) (304.1)
0.2 1c 3.1 12.7
U.S$ 1185 Ps. 7727 _ Ps.(1,013.4 Ps. (291.4)
133.1 867.¢ (1,030.3) (167.0)
14.7) (96.1) 13.6 (137.1)
118.4 771.€ (1,016.5) (304.1)
3.2) (21.0) 7.9 (10.2)
11 7.3 2.8) 36
- - (2.1) (5.7

@.1) (13.6) 3.0 (12.3)
1163 758.1 (1,013.2) (315.4)



Non-controlling interest .............coeevviiiiniieieennnn
Comprehensiveincome (loss) for the year

Comprehensiveincome (loss) for the year attributableto owner of
the parent
Continuing Operations ...........ccooevvvveiinineneinee e,

Discontinued Operations .............ccoovuueviniunennienens

Basic and diluted earnings (loss) per share attributableto the
owners of the parent:

Basic and diluted earnings (loss) per share frontioing operations

Basic and diluted (loss) earnings per share frsnatitinued
OPEratioNS ......vvvvve e e

Basic and diluted earnings (loss) per ADS attributable to the
ownersof theparent: @

Basic and diluted earnings (loss) per ADS from itwiihg operations

Basic and diluted (loss) earnings per ADS from aliginued
OPEratioNS .....c.vviiiiiiie it e

(*)  Certain amounts of the presented finand#h for comparative purposes (2012 and 2011) ieee reclassified (with regard to the consolidated
financial statements as of such dates) followimgdisclosure criteria used for the consolidatealrfiiel statements as of December 31, 2013, mainly

due to discontinued operations.

(1) Revenue from operations is recognized on an acbag$ and derives mainly from electricity disttibn. Such revenue includes electricity
supplied, whether billed or unbilled, at the endtath year, and has been valued on the basis lidayp tariffs and the charges determined by

the Resolution 347/12

(2) Includes interest on cash equivalents at Decemhe2@®L3 and 2012 for Ps. 2.9 million and Ps. 32l6om, respectively, and net interest for

Ps.197.5 million relating to the CMM and the PUREE.

(3) Netof interest capitalized at December 31, 200322and 2011 for Ps. 24.5 million ,Ps. 25.4 millaxd Ps. 16.1 million respectively.

(4) Each ADS represents 20 Class B common shares.

Consolidated Statement of Financial Position

ASSETS

Non-current assets

Property, plant and equipment .............c.ccovviiiinenen
Intangible @ssets ........c..cooviiiiiiiiii
Interest in joint VeNtUres ...........cccoovvvviiiiieine e e,

Trade receivables ..........ovviiiiiiiiiie e
Other receivables ...
Total non-current assets

Current assets

Assets under construction ............ccoceveviiiiiiiiiiinennes
INVENEOMIES .. et e e
Trade receivables ..........covviiiiii i,
Derivative financial instruments

Otherreceivables ..........coovviiiiiiiii e
Financial assets at fair value through profit a@slo.....

Cash and cash equivalents .............cccooeveiiiiii e,

Total current assets

Assets of disposal group classified as held fa sal.

0.2 1.0 2.8 11.7
116.4 759.1 (1,010.4) (303.7)
116.1 757.1 (1,025.1) (173.6)
0.2 1.0 11.9 (141.8)
U.S.$116.3 Ps. 758.1 Ps. (1,013.2 Ps. (315.4)
0.154 1.004 (1.149) (0.186)
(0.017) (0.111) 0.015 (0.153)
3.080 20.086 (22.971) (3.723)
(0.341) (2.225) 0.308 (3.057)
2013 2013 2012 2011
(Figuresin millions)
795.8 5,189.t 4,344.¢ 3,995.3
- - 845.¢ 793.0
0.1 0.4 0. 0.4
- - 2.( 45.7
30.6 199.£ 195.( 50.3
U.S.$ 826.5 Ps. 5,389.1 Ps. 5,387.¢ Ps. 4,884.70
. - 84.t 455
12.9 83.¢ 85.( 45.3
123.2 803.1 889. 534.7
- - - 1.3
80.1 522.1 127.2 76.3
33.2 216.4 3¢ 2.1
37.3 243.t 71.1 130.5
U.S.$ 286.6 Ps. 1,869.C Ps. 1,260.€ Ps. 835.7
2234 1,291.1



TOTAL ASSETS

EQUITY

Capital and reserves attributable to the owners

Share capital ..........coeoviiiiiiii
Adjustment to share capital .................c.ceeui
Additional paid-in capital ..............c.oeeiiinnnnn.
Treasury StOCK .........ooviviiriiniinini e,
Adjustment to treasury stock ...............coeiennnn.

Other comprehensive 0SS ...........cccveveivevininnnn,
Retained earnings/Accumulated deficit .............

Equity attributable to the owners

Non-controlling interest .............ccccovevveeneeneenn.

TOTAL EQUITY

LIABILITIES
Non-current liabilities

Trade payables ..........ccooviiiiiiiiii e
Deferred revenue ..............ccooeeiiiiniin e
Other payable®)..............coooiviiiiiiiic e
BOIMOWINGS ...eeeiviiie e
Salaries and social security taxes payable ...................

Benefit plans ........c.ccooeiiiiiiiiii
Provisions ......
Tax liabilities ...........

Deferred tax liability ..

Total non-current liabilities
Current liabilities

Trade payables ..........ccccoviviviiiiiiiiiii e
BOITOWINGS ..t cvvviie et ettt e e

Derivative Financial Instruments ...............
Salaries and social security taxes payable
Benefit plans .........ocooeiiiiiiiiii

Tax liabilities .......coovevi i,
Other payables ..........ccocoviiiiiiii
ProViSIONS .....uvviii i

Total current liabilities

Liabilities of disposal group classified as held $ale

TOTAL LIABILITIES
TOTAL LIABILITIESAND EQUITY

(1) Includes the amounts collected through the Progfamthe Rational Use of Electricity Power (PUREmE{ of the Ps. 1,661.1 million
compensated pursuant to Resolution 250/2013 and B&$2/2013, which as of December 31, 2013, 20122811 amounted to Ps. 108.6
million, Ps. 1,352 million and Ps. 928.7 milliorspectively, included under current and non-curiiabilities. Edenor is permitted to retain

U.S.$1,113.1 Ps. 7,258.1 Ps. 6,871.¢ Ps. 7,011.5
U.S.$137.6 Ps. 897.0 Ps. 897.C 897.0
61.0 397.7 397.% 986.1

0.5 3.t 3. 21.8

1.4 9.4 9.2 9.4

1.6 10.2 10.2 10.3

4.3 (28.3) (14.7; 64.0

(17.4) (113.4) (885.1 (557.3)
180.4 1,176.2 418.1 1,431.4

0.0 - 71.1 415.8

180.4 1,176.2 489.2 1,847.2

33.9 220.¢ 155.2 87.7

5.2 33.7 264.¢ 174.8

144.9 944 1,894.¢ 1,373.7
200.9 1,309.¢ 1,350.% 1,189.9

4.0 26.( 17.5 23.6

15.7 102.7 97.£ 83.5

12.7 83.1 80.C 66.1

0.7 4.4 10.C 17.7

11.3 73.2 230.4 348.7
U.S.$429.3 Ps. 2,798.7 Ps. 4,100.5 Ps. 3,365.7
380.5 2,481.c 1,208.7 623.7

6.2 40.€ 103.1 59.0

64.5 420.¢ 383.¢ 275.8

- - 15.C 11.3

28.0 182.F 253.¢ 147.7

22.6 147.2 150.¢ 128.6

1.6 10.7 10.5 10.3

U.S.$ 503.5 Ps. 3,283.1 Ps. 2,124.¢ Ps. 1,256.4
0.0 157.% 542.2
U.S.$932.8 Ps. 6,081.¢ Ps. 6,382.7 Ps. 5,164.3
U.S.$1,113.2 Ps. 7,258.1 Ps. 6,871.¢ Ps. 7,011.5

funds from the PUREE that it would otherwise beuregf to transfer to CAMMESA according to Resolnt®S.EE. 1037/07.



Consolidated Cash Flow

Profit (Loss) for the year

Adjustmentsto reconcile net profit (loss) to net cash flows provided by oper ating

activities:

Depreciation of property, plant and equipment ..........cceccovvvviiiiniineenns
Loss on disposals of property, plant and equipment..................ccooeeenees
Loss on interest in joINt VENTUIES ........cviieiiiiiii it ee e

Net Gain from the repurchase of Corporate Notes .
Accrued interest, net of interest capitalized ..........

Exchange differenCes ..........ccoviriiniiniii
INCOME TAX ..v vt e e e e
Allowance for the impairment of trade and otherefeables, net of recovery.....

Provision for contingencies .............cccccoveviinnennn.

Adjustment to present value of other receivables ...
Changes in fair value of financial assets ...............covviecee i,
Gain for acquisition Of SOCIELIES ..........c.vveiiiiiiiiiii e
Accrual of benefit plans ..o
Higher costs recognition - Resolution SE 250/13 ldote SE 685/13
Discontinued OPerationNs ..........c.cuuiiriiiiie ettt e
Changesin operating assets and liabilities:

Net increase in trade receivables ................cooiiii i
Net increase in other receivables ....
INCrease iN INVENTOMIES .........ooviiiiiii e e e

Increase in assets under CONSIIUCLION ..........ccoovviiiiiiiinniin e
Increase in trade payables ...
Increase in salaries and social security taxesip@aya ...............cocoeveenin
Decrease in benefit plans ..o
(Decrease) / Increase in tax liabilities .............ccovvii i cenie e e
(Decrease) / Increase in deferred revenue ..................vu v ee veenennnn
Increase in other payables ...........cooiiiiii i
Net decrease in ProVISIONS ...........vetiutiitiit ittt eeee

Funds obtained from the program for the rational afselectric power (PUREE) (Res SE

No. 1037/07)

Subtotal before Cammesa financing

Net Increase for funds obtained - Cammesa financing...................cocc...
Net cash flows provided by operating activities

Cash flows from investing activities

Net (payment for) collection of purchase / salémdncial assets at fair value .........
Acquisitions of property, plant and equipment ...........cccccoiiiiiii e,
Payment for adquisition of COmMPanIes .............ccc.cooiiiiiiiiiiiii it e
Payment for adquisition of additional non-confrajlinterests..........................

[ =Ta o | = 1] (=T PRSP
Collection of financial receivables with relatechgmanies .................cccoevviennes
Collection of receivables from sale of subsidiar&€ESA ..................ccoivnienne
Collection for sales of discontinued OPerations. .. e ... cveeeeeeneeneeiiniiniiennns
Incorporation of Cash and Cash equivalents in aeduiompanies .....................
DiscoNtiNUEd OPEIatiONS. ... ... vee ittt et et e et e

Net cash flows used in investing activities

Cash flow from financing activities

LO@NS tAKEN .....viiiiiiit i e
Payment of principal and interest on [0ans ..................ocemeerevveeneennns
Discontinued OPEratioNS ..........cooveutiii it ettt et e
Net cash flowsused in financing activities

2013 2013 2012 2011
(Figuresin millions)

US.$ 1185 Ps. 7728 Ps. (1,013.4) Ps. (291.3)
325 212.1 192.6 184.8
0.2 1.2 1.8 1.8
(0.0 0.0 (0.0) 0.0
(13.6) (88.9) - 6.5)
30.1 196.6 182.6 95.3
56.1 365.8 192.9 100.5
(6.8) (44.1) (116.7) 82.2
5.2 33.7 54.4 13.2
55 36.0 24.8 16.6
0.4) (2.4) 22 1.2)
(2.5) (16.1) (39.1) (14.8)
- - - (435.0)
35 225 204 9.9
(449.8) (2,933.1) - -
25.9 168.7 287.8 349.8
(7.4) (48.5) (306.0) (63.6)
(17.2) (111.9) (15.3) (44.0)
(6.5) (42.7) (18.3) (10.5)
- - - (8.6)
186.0 1,212.7 207.7 195.6
14.6 95.3 88.8 63.7
1.2) (7.9) (4.0 2.7)
(6.9) (44.9) 434 (19.2)
(0.1) 0.7) 16.9 175
40.2 262.1 40.9 120.2
(3.9) (25.3) (12.1) (11.0)
75.4 491.9 410.7 338.0
77.4 505.0 242.8 680.6
165.5 1,079.2 295.7 10.1
242.9 1,584.2 538.5 690.7
2013 2013 2012 2011
4. (97.4) 37.8 4435
(159.5) (1,039.9) (537.9) (434.7)
- - - (442.9)

- - - 6.4)

- (0.5) (39.7)
0.3 2.1 142.4 90.6
2.9 - -
- 126.7
- - - 119.0
(19.0) (124.2) (232.1) (610.9)
(192.7) (1,256.6) (590.4) (754.8)
- - 0.8 298.2
(31.1) (202.5) (165.4) (380.4)
3.9 254 136.8 55.9
(27.2) (177.1) (27.8) (26.3)




Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of yedrestatement of financial position ...

Cash and cash equivalents at beginning of yeauded in assets of disposal group
classified as held for sale ...............ocoiiiiiii s

Exchange Differences in cash and cash equivalents .................ccoccoeevenns

Net increase / (decrease) in cash and cash equisale....................cooeveeeninne

Cash and cash equivalents at year end

Cash and cash equivalents at year end in the stateyhfinancial position ..............

Cash and cash equivalents at year end includessetsof disposal group classified as held
FOF SAIE ..ot

Cash and cash equivalents at year end

Supplemental cash flowsinformation

Non-cash operating, investing and financing activities

Decrease in Cammesa payable for purchase of elec(fRes SE 250/13 and Note
6852/13)

Decrease in financial assets at fair value fronsslidry sale

Increase in financial assets at fair value fronurepase of Corporate Notes
Increase of benefit plans from actuarial losse®seg in other comprehensive income

Increase of other debts with related companies fomtlersa Holding S.A. shares purchases

Increase of other receivables for collection ofpcoate notes with related companies

Net increase of trade receivables from assetsspbdal group classified as held for sale

Acquisition of property, plant and equipment thrbuigcreased debt FOTAE

Acquired Companies

Cash and Cash equivalents
Property, plant and equipment
Inventories

Trade receivables

Other receivables

Trade payables

Borrowings

Deferred tax liability

Other liabilities

Net Assets
Non-controlling interests

Net assets acquired

Bargain Purchase

Cash Paid

Cash and cash equivalents in acquired companies

Net Cash Flow for acquisition of companies

23.1 150.5 (79.7) (90.4)
US$109 Ps. 711 Ps. 1305 Ps. 246.0
1.7 11.2 28.3 -
1.6 10.7 3.2 3.3
23.1 150.5 (79.7) (90.5)
U.S.$37.3 Ps. 2435 Ps. 82.3 Ps. 158.8
37. 2435 71.1 1305
- - 11.2 28.3
U.S.$ 37.3 Ps. 2435 Ps. 82.3 Ps. 158.8
(0.5) (3.5) (6.4) 41
(254.7) (1,661.1) - -
(176.7) (1,152.3) - -
(51.3) (334.3) - -
253 165.1 - -
3.2 21.0 (8.0) 10.2
8.1 52.8 - -
(6.8) (44.6) - -
(7.5) (48.9) - -
- - - 119.0
. . - 1,881.4
- - - 43
- - - 255.3
. . - 84.6
- - - (257.8)
- - - (450.0)
- - - (78.8)
- - - (331.0)
- - - 1,227.0
- - - (230.0)
- - - 997.0
- - - 435.0
- - - (562.0)
- - - 119.0
(442.9)



Year ended December 31,

2013 2012 2011 2010 2009

Operating data

Energy sales (in GWh): 21,674 20,760 20,098 19,292 18,220
Residential 9,114 8,662 8,139 7,796 7,344
Small Commercial 1,780 1,688 1,601 1,543 1,470
Medium Commercial 1,828 1,717 1,700 1,634 1,565
Industrial 3,458 3,335 3,442 3,378 3,204
Wheeling Systeﬁ'? 4,374 4,261 4,156 3,891 3,622
Others:

Public Lighting 683 668 656 654 644
Shantytowns 417 409 384 377 351
Others® 20 20 20 20 20
Customers (in thousand3) 2,773 2,726 2,699 2,662 2,605
Energy Losses (%) 13.0% 13.3% 12.6% 12.5% 11.9%
MWh sold per employee 6,023.9 7,088.0 7,188.1 7,123.9 6,936.1
Customers per employee 771 931 965 971 978

(1) Wheeling system charges represent our tadfftafge users, which consist of a fixed chargedoognized technical losses and a
charge for our distribution margins but excludergba for electric power purchases, which are uakient directly between generators
and large users.

(2) Represents energy consumed internally by usanthcilities.

(3) We define a customer as one meter. We may suopgle than one consumer through a single metgaricular, because we
measure our energy sales to each shantytown dadligatising a single meter, each shantytown is talias a single customer.



EXCHANGE RATES

From April 1, 1991 until the end of 2001, the Conimlity Law established a fixed exchange
rate under which the Central Bank of ArgentiBar{co Central de la Republica Argentina, the “Central
Bank”) was obliged to sell U.S. Dollars at a fixede of one Peso per U.S. Dollar (the “Convertipili
Regime”). On January 6, 2002, the Argentine Cossyemacted the Public Emergency Law No. 25,561
(the “Public Emergency Law”), formally putting anceto the Convertibility Regime and abandoning
over ten years of U.S. Dollar-Peso parity. Thelieldmergency Law grants the Executive Branch ef th
Argentine government the power to set the exchaaigebetween the Peso and foreign currencies and to
issue regulations related to the foreign exchangeket. The Public Emergency law has been extended
until December 31, 2015. For a brief period foliogvthe end of the Convertibility Regime, the Pabli
Emergency Law established a temporary dual excheatgesystem. Since February 2002, the Peso has
been allowed to float freely against other curreacalthough the government has the power to iaterv
by buying and selling foreign currency for its oaecount, a practice in which it engages on a regula
basis.

The following table sets forth the annual high, l@wverage and period-end exchange rates for
U.S. Dollars for the periods indicated, expresseBeasos per U.S. Dollar at the purchasing excheatge
and not adjusted for inflation. When preparing fimancial statements, we utilize the selling exae
rates for U.S. Dollars quoted by the Banco Nac@translate our U.S. Dollar denominated assets and
liabilities into Pesos. The Federal Reserve Bdritew York does not report a noon buying rate for
Pesos.

Low High Average Period End
(Pesos per U.S. Dollar)

Year ended December 31,

2009 ...ttt e 3.45 3.85 378 3.80
P20 ) F R 3.79 3.99 3.99 3.98
0} SR 3.97 4.30 419 4.30
0 X 2R 4.30 4.92 4.59 4.92
2013 e 4.93 6.52 5.48 6.52
Month

OCLODET 2013 ...t enee e 5.8¢% 5.91% 5.85 5.91
NOVEMDBET 2013 ...cvveeeeeeeee et eeeeee e 5.93% 6.14% 6.02 6.14
DECeMbEr 2013 ..o, 6.16% 6.53% 6.32 6.52
JANUANY 2014 ..o, 6.55% 8.02% 7.12 8.01
February 2014...........ccooveiiiiiii e, 7.76? 8.01? 7.85 7.87
March 2014 ....cooee e 7.86% 8.01% 7.93 8.00
April 20143 e, 8.0¢" 8.0¢" 8.00 8.00

Source: Banco Nacién

1) Represents the average of the exchange ratés tast day of each month during the period.

) Average of the lowest and highest daily ratethé month.

?3) Represents the corresponding exchange rates frathlAprough April 23, 2014.

4) Represents the average of the lowest and Higladyg rates from April 1 through April 23, 2014.
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RISK FACTORS
Risks Related to Argentina
Overview

We are a stock corporatiosofiedad anénima) incorporated under the laws of the Republic of
Argentina and substantially all of our revenuesesed in Argentina and substantially all of our
operations, facilities, and customers are locatedrgentina. Accordingly, our financial conditiamd
results of operations depend to a significant ex@@rmacroeconomic, regulatory, political and ficiah
conditions prevailing in Argentina, including grdwinflation rates, currency exchange rates, istere
rates, and other local, regional and internatiewehts and conditions that may affect Argentinarig
manner. For example, slower economic growth onenuc recession could lead to a decreased demand
for electricity in our concession area or to a ohecin the purchasing power of our customers, whith
turn, could lead to a decrease in collection rft@® our customers or increased energy lossesalue t
illegal use of our service. Actions of the Argaetigovernment concerning the economy, including
decisions with respect to inflation, interest raf@#ce controls, foreign exchange controls anésakave
had and could continue to have a material advdfset@n private sector entities, including us.r Fo
example, during the Argentine economic crisis 602, the Argentine government froze electricity
distribution margins and caused the pesificationwftariffs, which had a materially adverse effect
our business and financial condition and led usugpend payments on our financial debt at the tfee.
cannot assure you that the Argentine governmehinwailadopt other policies that could adverselgeiff
the Argentine economy or our business, financiadition or results of operations. In addition, we
cannot assure you that future economic, regulatmgial and political developments in Argentinal wil
not impair our business, financial condition orulesof operations or cause the market value of our
ADSs and Class B common shares to decline.

A global financial crisis and unfavorable credit and market conditions may negatively affect
our liquidity, customers, business, and results of operations

The effects of a global credit crisis and relatganoil in the global financial system may have a
negative impact on our business, financial condidad results of operations, an impact that idyike
be more severe on an emerging market economy,asuéihgentina. The effect of this economic crigis o
our customers and on us cannot be predicted. \Weahkomic conditions could lead to reduced demand
or lower prices for energy, which could have a tiggaeffect on our revenues. Economic factors agh
unemployment, inflation and the availability of ditecould also have a material adverse effect on
demand for energy and, therefore, on our finaramatition and operating results. The financial and
economic situation may also have a negative impachird parties with whom we do, or may do,
business. In addition, our ability to access dredtcapital markets may be restricted at a timemwive
would need financing, which could have an impacbanflexibility to react to changing economic and
business conditions (see “Argentina’s ability tdaidb financing from international markets is lintte
which may impair its ability to implement reformsdafoster economic growth, and consequently, may
affect our business, results of operations andpats for growth”). For these reasons, any of the
foregoing factors or a combination of these factangld have an adverse effect on our results of
operations and financial condition and cause th&ketaalue of our ADSs and Class B common shares
to decline.

The Argentine economy remains vulnerable and any significant decline could adversely affect
our financial condition

Sustainable economic growth in Argentina is depahda a variety of factors, including
international demand for Argentine exports, théititg and competitiveness of the Argentine Peso
against foreign currencies, confidence among coessiand foreign and domestic investors and a stable
rate of inflation.

The Argentine economy remains vulnerable, as refteby the following economic conditions:
» GDP growth has declined and employment is begintarghow some signals of weakness;
» inflation has accelerated recently and threatemsminue at those levels;

* investment as a percentage of GDP remains toodaustain the growth rate of recent
years;

» the availability of long-term credit is scarce, lghinternational financing remains limited;
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» the regulatory environment continues to be unaertai

* inthe climate created by the above conditions,atehfor foreign currency has grown,
generating a capital flight effect to which the Angine government has responded with
regulations and currency exchange and transfaiatishs, and it is widely reported that in
other countries where the Peso is traded, the Be&soDollar exchange rate differs
substantially from the official exchange rate irg@ntina; and

» previous GDP performance has depended to somete@xtdrigh commodity prices which,
despite having a favorable long-term trend, aratielin the short-term and beyond the
control of the Argentine government.

As in the recent past, Argentina’s economy maydweeesely affected if political and social
pressures inhibit the implementation by the Argemtiovernment of policies designed to control
inflation, generate growth and enhance consumeirasgstor confidence, or if policies implemented by
the Argentine government that are designed to getiteese goals are not successful. These everits cou
materially adversely affect our financial conditiand results of operations, or cause the markeevail
our ADSs and our Class B common shares to decline.

We cannot assure you that a decline in economietfirdncreased economic instability or the
expansion of economic policies and measures takehebArgentine government to control inflation or
address other macroeconomic developments that gffivate sector enterprises such as us, all
developments over which we have no control, woualdhave an adverse effect on our business, finencia
condition or results of operations or would notéawnegative impact on the market value of our ADSs
and our Class B common shares.

The impact of inflation in Argentina on our costs could have a material adverse effect on our
results of operations

Inflation has, in the past, materially underminiee Argentine economy and the Argentine
government’s ability to create conditions that pégrowth. In recent years, Argentina has confrdnte
inflationary pressure, evidenced by significantighter fuel, energy and food prices, among othetofac
According to data published by thestituto Nacional de Estadistica y Censos (National Statistics and
Census Institute or “INDEC"), the rate of inflatio@ached 9.5% in 2011, 10.8% in 2012 and 10.6% in
2013. The Argentine government has implementedrprog to control inflation and monitor prices for
essential goods and services, including freeziagtites of supermarket products, and price support
arrangements agreed between the Argentine govetrandrprivate sector companies in several
industries and markets.

A high inflation environment would undermine Argigrat's foreign competitiveness by diluting
the effects of the Argentine Peso devaluation, treglgt impact the level of economic activity and
employment and undermine confidence in Argentibaisking system, which could further limit the
availability of domestic and international creditiiusinesses. In turn, a portion of the Argentieltds
adjusted by the Coeficiente de Estabilizacién dieRacia (Stabilization Coefficient, or “CER”), a
currency index, that is strongly related to infhati Therefore, any significant increase in inflatisould
cause an increase in the Argentine external debtansequently in Argentina’s financial obligatipns
which could exacerbate the stress on the Argeetioaomy. A continuing high inflation environment
could undermine our results of operations as dtrefa delay in our ability to, or our inabilitp t adjust
our tariffs accordingly; it could adversely affexir ability to finance the working capital needsoaf
businesses on favorable terms; and it could adiyea$ect our results of operations and cause theket
value of our ADSs and Class B common shares targecl

The credibility of several Argentine economic indices has been called into question, which
may lead to a lack of confidence in the Argentine economy and may in turn limit our ability to access
the credit and capital markets

In January 2007, INDEC modified its methodologydite calculate the consumer price index
(the “CPI"), which is calculated as the monthly eage of a weighted basket of consumer goods and
services that reflects the pattern of consumptfofirgentine households. Since then, the credibdity
the CPI, as well as other indexes published byNIBEC has been affected. As a result of the uniogsta
relating to the accuracy of INDEC indices, theatifin rate of Argentina and the other rates catedlady
INDEC could be higher than as indicated in officigborts.
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On November 23, 2010, the Argentine government begasulting with the IMF for technical
assistance in order to prepare a new national coasprice index with the aim of modernizing the
current statistical system. During the first qaadf 2011, a team from the IMF started working in
conjunction with the INDEC to create such an ind&katwithstanding the foregoing, reports published
by the IMF state that its staff also uses alteweatneasures of inflation for macroeconomic surasilk,
including data produced by private sources, antl sugasures have shown inflation rates that are
considerably higher than those issued by the INBECe 2007. Consequently, the IMF called on
Argentina to adopt remedial measures to addresguhlty of its official data. In its meeting hedah
February 1, 2013, the Executive Board of the IM#ni that Argentina’s progress in implementing
remedial measures since September 2012 had noshéaient. As a result, the IMF issued a
declaration of censure against Argentina in corioeatith the breach of its related obligationshe t
IMF under the Articles of Agreement and called agéntina to adopt remedial measures to address the
inaccuracy of inflation and GDP data without furtdelay.

In order to address the quality of official datayeav price index was put in place on February 13,
2014. The new price index represents the firsbnatiindicator to measure changes in prices of fina
consumption by households. While the previous pridex only measured inflation in the urban sprawl
of the City of Buenos Aires, the new price indexasculated by measuring prices on goods across the
entire urban population of the 24 provinces of Atgea. Pursuant to these calculations, the new
consumer price index rose by 10% during the fitstrter of 2014. The IMF has declared that it will
review later in 2014 Argentina’s reports on progrigsrevising its inflation and gross domestic prod
statistics.

Any further required correction or restatementhaf INDEC indices could result in a decrease in
confidence in Argentina’s economy, which couldium, have an adverse effect on our ability to asce
international capital markets to finance our ogerat and growth, and which could, in turn, adversel
affect our results of operations and financial d¢tbad and cause the market value of our ADSs ar$ €|
B common shares to decline.

Argentina’s ability to obtain financing from international marketsislimited, which may
impair its ability to implement reforms and foster economic growth and, consequently, may affect our
business, results of operations and prospects for growth

In 2005, Argentina restructured part of its sovgmaiebt that had been in default since the end
of 2001. The Argentine government announced that esult of this restructuring, it had approxshat
U.S.$129.2 billion in total gross public debt addeicember 31, 2005. Holdout creditors that declioed
participate in the exchanges commenced numerowsiltsragainst Argentina in several countries,
including the United States, Italy, Germany, angida These lawsuits generally assert that Argeiidiza
failed to make timely payments of interest andfimgpal on their bonds, and seek judgments for the
face value of and/or accrued interest on those ©fiodddgments have been issued in several progsedin
but to date judgment creditors have not succeeatbdyving those judgments enforced. In at least one
case, plaintiffs have asserted that allowing Argjento make payments under its newly issued bonds a
remain in default on its pre-2002 bonds violatesptri passu clause in the original bonds and entitles
the plaintiffs to enjoin such payments. The U.SuCof Appeals for the Second Circuit has rulethiat
case that the ranking clause in bonds issued bgria prevents Argentina from making such payments
unless it makepro rata payments in respect of defaulted debt that rgakispassu with the performing
bonds. On August 23, 2013, the United States SkCincuit Court of Appeals ruled in favor of the
plaintiffs. On November 18, 2013, the Second CtrQgiurt of Appeals denied Argentina’s petition for
rehearing.

On April 30, 2010, Argentina launched a new delethexge directed to holders of the securities
issued in the 2005 debt exchange and to holdareddecurities that were eligible to participat¢hia
2005 debt exchange (other than Brady bonds) toaggahsuch debt for new securities and, in certain
cases, a cash payment. As a result of the 2002@1@ exchange offers, Argentina restructured over
91% of the defaulted debt eligible for the 2005 20d0 exchange offers. The creditors who did not
participate in the 2005 or 2010 exchange offers owainue pursuing legal actions against Argenfiima
the recovery of debt, which could adversely affegentina’s access to the international capitalke.

In September 2008, Argentina announced its intarticcancel its external public debt to Paris
Club creditor nations using reserves of Bamco Central de la Republica Argentina ( the Argentine
Central Bank, or the “Central Bank”) in an amouqua&l to approximately U.S. $6.5 billion. Even thbug
preliminary negotiations have taken place closhéodate of this annual report, no agreement has be
reached in this respect and, as of the date oftiisial report, the Argentine government had nbt ye
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cancelled such debt. If no agreement with the R2ltib creditor nations is reached, financing from
multilateral financial institutions may be limited unavailable, which could adversely affect ecoimom
growth in Argentina and Argentina’s public finances

In addition, foreign shareholders of several Argentompanies have filed claims before the
International Centre for Settlement of InvestmeigoDtes (the “ICSID”) alleging that certain
government measures adopted during the country4 2fisis were inconsistent with the fair and
equitable treatment standards set forth in variniageral investment treaties to which Argentina is
party. Since May 2005, certain plaintiffs have @itad against Argentina in such proceedings, iriaigid
most recently, British Gas whose US$ 185 millioraadwvas upheld by the United States Supreme
Court. In October 2013, the Argentine governmenmerl into settlement agreements with certain
claimants worth U.S.$677 million, to be satisfieithiathe delivery of newly issued sovereign bonds.
Argentina’s past default and its failure to comglgtrestructure its remaining sovereign debt arig fu
negotiate with the holdout creditors may limit Angj@a’s ability to reenter the international capita
markets. Litigation initiated by holdout creditas well as ICSID claims have resulted and mayicoat
to result in judgments and awards against the Angemgovernment which, if not paid, could prevent
Argentina from obtaining credit from multilateraiganizations. Judgment creditors have sought arnd ma
continue to seek to attach or enjoin assets of ®iga. An example of this is the Libertad Frigasse, in
which a commercial court in Accra, Ghana, grantedmer (which has been overturned) to detain an
Argentine ship which had entered the Accra poraoautine trip. In addition, various creditors bav
organized themselves into associations to engalpbdbying and public relations efforts concerning
Argentina’s default on its public indebtedness. Gte years, such groups have unsuccessfully urged
passage of federal and New York state legislaticected at Argentina’s defaulted debt and aimed at
limiting Argentina’s access to the U.S. capital keds. Although neither the United States Congress n
the New York state legislature has adopted sudkl&gpn, we can make no assurance that legislation
other political actions designed to limit Argentsaccess to capital markets will not take effect.

As a result of Argentina’s default and the evehtt have followed it, the government may not
have the financial resources necessary to impleneéotms and foster economic growth, which, in turn
could have a material adverse effect on the colsgonomy and, consequently, our businesses and
results of operations.

Furthermore, Argentina’s inability to obtain cremfitinternational markets could have a direct
impact on our own ability to access internatiorrabit markets to finance our operations and growth,
which could adversely affect our results of operiand financial condition and cause the markieeva
of our ADSs and our Class B common shares to dzclin

Fluctuationsin the value of the Argentine Peso could adver sely affect the Argentine economy,
which could, in turn adversely affect our results of operations

The devaluation of the Argentine Peso could hawegative impact on the financial condition of
many Argentine businesses, including us. Suclaitn could negatively impact the ability of Argemet
businesses to honor their foreign currency-denormcheebt, lead to very high inflation, significantl
reduce real wages, jeopardize the stability ofesses whose success depends on domestic market
demand, including public utilities and the finanéraustry, and adversely affect the Argentine
government’s ability to honor its foreign debt gfatiions. On January 2014, the peso lost approxiyate
23% of its value with respect to the US Dollarthié Argentine Peso devalues further, the negative
effects on the Argentine economy could have adverssequences to our businesses, our results of
operations and the market value of our ADSs, inalg@és measured in U.S. Dollars.

On the other hand, a significant appreciation efAlngentine Peso against the U.S. Dollar also
presents risks for the Argentine economy, includimgpossibility of a reduction in exports (as a
consequence of the loss of external competitivgn@syy such increase could also have a negativeceff
on economic growth and employment, reduce the Angempublic sector’s revenues from tax collection
in real terms, and have a material adverse effecun business, our results of operations and ten
value of our ADSs as a result of the weakenindiefArgentine economy in general.

Certain measures that may be taken by the Argentine government may adversely affect the
Argentine economy and, as a result, our business and results of operations
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During recent years, the Argentine government haseased its direct intervention in the
economy, including through the implementation gfreypriation and nationalization measures, price
controls and exchange controls.

In November 2008, the Argentine government enakcted No. 26,425 which provided for the
nationalization of thé\dministradoras de Fondos de Jubilacionesy Pensiones (the “AFJPs”) (see “The
nationalization of Argentina’s private pension farchused an adverse effect in the Argentine capital
markets and increased the Argentine governmertgsest in certain stock exchange listed companies,
such that the Argentine government became a sigmifishareholder of such companies”). More
recently, beginning in April 2012, the Argentinevgonment provided for the nationalization of YPRS.
and imposed major changes to the system under wilicbmpanies operate, principally through the
enactment of Law No. 26,741 and Decree No. 127220th February 2014, the Argentine government
and Repsol announced that they had reached agreemé#re terms of the compensation payable to
Repsol for the expropriation of the YPF shares hSiampensation totals US$ 5billion, payable by
delivery of Argentine sovereign bonds with variooaturities. Additionally, on December 19, 2012, the
Argentine government issued Decree No. 2552/201i2hyim its article 2, ordered the expropriation of
the “Predio Rural de Palermo”. However, on January 4, 2013, the Federal Civd £&ommercial
Chamber granted an injunction that has temporbtdgked the application of Decree No. 2,552/2012.
We cannot assure you that these or other measwesay be adopted by the Argentine government,
such as expropriation, nationalization, forced getiation or modification of existing contractsyne
taxation policies, changes in laws, regulations paiities affecting foreign trade, investment, eigll
not have a material adverse effect on the Argem@@momy and, as a consequence, adversely affect ou
financial condition, our results of operations #éinel market value of our shares and ADSs.

Exchange controls and restrictions on capital inflows and outflows may continue to limit the
availability of international credit and could threaten the financial system and lead to renewed political
and social tensions, adversely affecting the Argentine economy, and, as a result, our business

In 2001 and 2002, Argentina imposed exchange clsrarad transfer restrictions, substantially
limiting the ability of companies to retain foreigarrency or make payments abroad. After 2002 gthes
restrictions, including those requiring the CenBahk’s prior authorization for the transfer of flsn
abroad to pay principal and interest on debt ohitiga, were substantially eased through 2007. Simee
last quarter of 2011, however, new regulation nfadeign exchange transactions subject to the prior
approval of the Argentine tax authorities. Throagtombination of foreign exchange and tax
regulations, the Argentine authorities have sigaifitly curtailed access to foreign exchange by
individuals and private-sector entities.

Since 2011, the Argentine government has adoptellagge controls such as requiring an
authorization of tax authorities to access theifpreurrency exchange market and introduced measur
that have imposed limits on access to the foreigha@nge market to retail transactions. It is widely
reported that the peso/U.S. Dollar exchange ratiearunofficial market substantially differs frohret
official foreign exchange rate. See “Exchange Raied “ltem 10—Exchange Controls.” In addition to
the foreign exchange restrictions, in June 2005Atigentine government adopted various rules and
regulations that established new restrictive cdsitoo capital inflows into the country, including a
requirement that, for certain funds remitted intgéntina, an amount equal to 30% of the funds fest
deposited into an account with a local financiatitation as a U.S. Dollar deposit for a one-yesniqd
without any accrual of interest, benefit or othee as collateral for any transaction.

The Argentine government could impose further ergeacontrols, transfer restrictions or
restrictions on the movement of capital and/or wiker measures in response to capital flight or a
significant depreciation of the Peso, which coirdditl our ability to access the international cabpita
markets and impair our ability to make interespincipal payments abroad or payments. Such
measures could lead to renewed political and stamsions and undermine the Argentine government’s
public finances, which could adversely affect Arijea’'s economy and prospects for economic growth,
which, in turn, could adversely affect our businasd results of operations and the market valumiof
shares and ADSs. In addition, the Argentine gowemnt or the Central Bank may reenact certain
restrictions on the transfers of funds abroad, inmgour ability to make dividend payments to hersl
of the ADSs, which may adversely affect the maxiedtie of our ADSs. As of the date of this annual
report, however, the transfer of funds abroad todiadends is permitted to the extent such divitlen
payments are made in connection with audited firgdustatements approved by a shareholders’ meeting.
Notwithstanding the foregoing, as of the date & &#nnual report, in light of applicable regulasche
financial situation of the Company does not pethét payment of dividends.
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The nationalization of Argentina’s private pension funds caused an adverse effect in the
Argentine capital markets and increased the Argentine government’sinterest in certain stock exchange
listed companies, such that the Argentine government became a significant shareholder of such
companies

Prior to 2009, a significant portion of the localndand for securities of Argentine companies
came from Argentine private pension funds. In resgao the global economic crisis, in December 2008
by means of Argentine Law No. 26,425, the Argen@uagress unified the Argentine pension and
retirement system into a system publicly admineddry theAdministracién Nacional de la Seguridad
Social (the National Social Security Agency, or “ANSESg)iminating the pension and retirement
system previously administered by private manaderaccordance with the new law, private pension
managers transferred all of the assets administgréldem under the pension and retirement system to
the ANSES. With the nationalization of Argentinpisvate pension funds, the Argentine government
became a significant shareholder in many of thentgls public companies. In April 2011, the Arger&i
government lifted certain restrictions pursuanivtaich ANSES was prevented from exercising more than
5% of its voting rights in any stock exchange listempany (regardless of the equity interest hgld b
ANSES in such companies). ANSES has publicly stitatlit intends to exercise its voting rights in
excess of such 5% limit in order to appoint diregto different stock exchange listed companies in
which it holds an interest exceeding 5%. ANSES’sriets may differ from those of other investors, and
consequently, those investors may understand tN&ES's actions might have an adverse effect on such
companies. As of the date of this annual reportSES owns 26.8% of the capital stock of Edenor.

The Argentine government has stated its intentioexert a stronger influence on the operation
of stock exchange listed companies. We cannot @asg&ur that these or other similar actions takethby
Argentine government will not have an adverse ¢éffecthe Argentine economy and consequently on our
financial condition and results of operations.

The Argentine economy could be adversely affected by economic developmentsin other
markets and by more general “ contagion” effects

Argentine financial and securities markets areuigrficed, to varying degrees, by economic and fisanci
conditions in other markets and Argentina’s econdnyulnerable to external shocks, including those
related or similar to the global economic crisiatthegan in 2008. For example, the recent chalkenge
faced in 2011 and 2012 by the European Union tuilsta certain of its member economies had
international implications affecting the stabildfglobal financial markets, which hindered econesni
worldwide and negatively affected the Argentineraray, and in turn, our business and results of
operations. Although economic conditions can vaoynf country to country, investors’ perception ¢ th
events occurring in other countries have in the palsstantially affected, and may continue to
substantially affect capital flows to other couatrand the value of securities in other countimesding
Argentina. The Argentine economy was adverselyaictgd by the political and economic events that
occurred in several emerging economies in the 1980ksiding those in Mexico in 1994, the collap$e o
several Asian economies between 1997 and 199@&cthmomic crisis in Russia in 1998 and the Brazilian
devaluation of its currency in January 1999.

In addition, international investors’ reactionsetgents occurring in one market sometimes
demonstrate a “contagion” effect in which an entégion or class of investment is disfavored by
international investors, Argentina could be advgraéfected by negative economic or financial
developments in other countries, which in turn rhaye material adverse effect on the Argentine
economy and, indirectly, on our business, finano@addition and results of operations, and the ntarke
value of our ADSs.

Argentina’s economy is wulnerable to external shocks that could be caused by significant
economic difficulties of its major regional trading partners

Argentina’s economy is vulnerable to adverse dguaknts affecting its principal trading
partners. A significant decline in the economicvgitoof any of Argentina’s major trading partnenscis
as Brazil, China or the United States, could haweaterial adverse impact on Argentina’s balance of
trade and adversely affect Argentina’s economiewtjnoRecent economic slowdowns, especially in
Brazil and China, have led to declines in Argeng®ports. Declining demand for Argentine expaots,
a decline in the international market prices farsth products, could have a material adverse effect
Argentina’s economic growth.

The actions taken by the Argentine government to reduce imports may affect our ability to
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purchase significant capital goods

The Argentine government has recently adopted soitigtives designed to limit the import of
goods in order to prevent further deterioratiothef Argentine balance of trade. The restriction of
imports may limit our ability to purchase capitalogls that are necessary for our operations, whiy m
in turn, adversely affect our business, financtaldition and results of operations.

Recently approved Argentine judicial reforms, aswell as challenges thereto, have generated
uncertainty with respect to future administrative and judicial proceedingsinvolving the Argentine
government

Law No. 26,854, which regulates injunctions in &isewhich the Argentine government is a
party or has intervened, was promulgated on AfjIZD13 as part of a judicial reform bill approvysd
the Argentine Congress. Among the principal chamgeposed in the judicial reform bill are a time
limitation on injunctions imposed in proceedingsuight against the Argentine government and the
creation of three new chambersGzsacion (whichhear appeals) prior to the intervention of the o
Court of Justice of Argentina. In addition, Law Na&,855, which became effective on May 27, 2013,
modified the structure and functions of the Argeatonsejo de la Magistratura (judicial council),
which is in charge of appointing judges, of presgntharges against them, and of suspending or
deposing them. However, several legal challenges haen brought against these laws, leading to
rulings which for the time being have preventedittieom entering into full effect.

Although it is not possible to predict the degreevhich the reforms, if and when the same
become effective, might affect future administratand/or judicial proceedings, potential futurérmka
by us against the Argentine government could bectdtl by these new laws.

Risks Relating to the Electricity Distribution Sector

The Argentine government hasintervened in the electricity sector in the past, and islikely to
continue intervening

To address the Argentine economic crisis of 20@L2002, the Argentine government adopted
the Public Emergency Law and other regulationsctvimade a number of material changes to the
regulatory framework applicable to the electriggctor. These changes severely affected elegtricit
generation, distribution and transmission compaaiesincluded the freezing of distribution nominal
margins, the revocation of adjustment and inflatiwdexation mechanisms for tariffs, a limitation the
ability of electricity distribution companies togsaon to the consumer increases in costs due titategy
charges and the introduction of a new price-settieghanism in the wholesale electricity market (the
“WEM?”) which had a significant impact on electrigigenerators and caused substantial price diffesenc
within the market. The Argentine government hastionied to intervene in this sector by, for example
granting temporary nominal margin increases, pringoa new social tariff regime for residents of
poverty-stricken areas, creating specific chargesise funds that are transferred to government-
managed trust funds that finance investments ieggion and distribution infrastructure and manmuati
investments for the construction of new generapilamts and the expansion of existing transmissiah a
distribution networks.

Furthermore, on November 15, 2011, the Secretafighergy (“SE”) issued Note 8,752, which
provided that any approval by the provincial goveents of increases to the electricity tariffs aggdiile
to end-users as of November 1, 2011 will triggpra@portionate decrease in the federal subsidy aiviail
to that end-user in connection with the purchasgletricity. Since the issuance of Note 8,752taier
provincial governments have initiated legal prodegsito challenge the jurisdiction of the SE taess
Note 8,752, particularly because of the potentidling effect that this regulation may have on #islity
of the provincial governments to increase elediritzdriffs. As of the date of this annual repottlemast
one unfavorable ruling against the argentine gawent has been rendered.These proceedings have not
been resolved as of the date of this annual repoatddition to the foregoing, several provincial
governments have recently enacted new regulationsdier to charge electricity end-users amounts
corresponding to the cuts in the federal subsidy.

On November 27, 2012, the SE issued Resolution,20kigh approved the seasonal WEM
prices — subsidized and not subsidized - for tme@gdrom November 2012 through April 2013. The
seasonal price format was modified, concluding &ingle purchase price without considering any
demand nor time segmentation and taking into addinstructure of the demand as of October 2012 as
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the base. Subsequently, in June 2013, the SE atiRetsolution 408/13, which maintains both the &ngl
price and the criteria for raising subsidies dutimg winter season, with a reduction of the simpglee

only for those months and a subsequent reversipnicgs in October 2013. The Argentine government
has also announced an analysis of new measuresdhéit change the current regulatory framework of
the energy sector. On March 26, 2013, the SE isResdlution 95, which introduced a new scheme for
the remuneration for the electricity generationt@eand several modifications to the organizatibthe
WEM, including the suspension of the administrattdmew contracts, or the renewal of existing
contracts, in the term market of the WEM.

We cannot assure you that these or other measwesay be adopted by the Argentine
government will not have a material adverse effecbur business and results of operations or on the
market value of our shares and ADSs or that theedtige government will not adopt emergency
legislation similar to the Public Emergency Lawotiner similar resolutions in the future that mastter
increase our regulatory obligations, including @ased taxes, unfavorable alterations to our tariff
structures and other regulatory obligations, coamgle with which would increase our costs and have a
direct negative impact on our results of operatimms cause the market value of our ADSs and Class B
common shares to decline.

Electricity distributors were severely affected by the emergency measures adopted during the
economic crisis, many of which remain in effect

Distribution tariffs include a regulated margintigintended to cover the costs of distribution
and provide an adequate return over the distritsigmset base. Under the Convertibility Regime,
distribution tariffs were calculated in U.S. Doaand distribution margins were adjusted periodidal
reflect variations in U.S. inflation indexes. Ruaat to the Public Emergency Law, in January 20@2 t
Argentine government froze all distribution margiresvoked all margin adjustment provisions in
distribution concessions and converted distributaiffs into Pesos at a rate of Ps. 1.00 per §.8500.
These measures, coupled with the effect of highatioh and the devaluation of the Peso, led tocime
in distribution revenues in real terms and an iaseeof distribution costs in real terms, which doub
longer be recovered through adjustments to theildision margin. This situation, in turn, led many
public utility companies, including us and othepontant distribution companies, to suspend payments
on their financial debt (which continued to be dantated in U.S. Dollars despite the pesification of
revenues), effectively preventing these companias bbtaining further financing in the domestic or
international credit markets and making additidneéstments. Although the Argentine government has
granted temporary and partial relief to some distion companies, including a limited increase in
distribution margins, a temporary cost adjustmeatimanism which was not fully implemented and the
ability to apply certain additional charges, distition companies are currently involved in discoissi
with the regulatory and government authorities ddigtonal, permanent measures needed to adapt the
current tariff scheme to the post-crisis situatibthis sector. We cannot assure you that thesesunes
will be adopted or implemented or that, if adoptbey will be sufficient to address the structural
problems created for us by the economic crisisisnaftermath. Our inability to cover the costs of
distribution or to receive an adequate return onasget base may further adversely affect our fiahn
condition and results of operations..

Electricity demand may be affected by tariff increases, which could lead distribution
companies, such asus, to record lower revenues

During the 2001 and 2002 economic crisis, elet¢yridemand in Argentina decreased due to the
decline in the overall level of economic activitydethe deterioration in the ability of many consusrie
pay their electricity bills. In the years followirtge 2001 and 2002 economic crisis electricity desina
experienced significant growth, increasing as dimesed average of approximately 4.8% per annum
from 2003 through 2013. This increase in electridiemand since 2003, reflects the relative low,dast
real terms, of electricity to consumers due tofteezing of distribution margins, subsidies in &mergy
purchase price and the elimination of the inflatimijustment provisions in distribution concessions,
coupled with the devaluation of the Peso and iivitat The Executive Branch of the Argentine
government granted temporary increases in trangmissd distribution margins, and transmission and
distribution companies are currently negotiatingtfer increases and adjustments to their tarifesus
with the Argentine government. Although the inGesin electricity transmission and distribution
margins, which increased the cost of electricityemidential customers, have not had a significant
negative effect on demand, we cannot make any@sses that these increases or any future incr@ases
the relative cost of electricity will not have atexdal adverse effect on electricity demand or dide in
collections from customers. Further, in Novembet2Qhe Argentine government announced a cut in
subsidies (which had no impact on our value addedistribution (“VAD?”)) for electricity granted to
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certain customers that are presumed to be in digro$d afford the cost without such subsidiesthiis
respect, we cannot assure you that these measunay future measures (including increases onfsarif
for residential users) will not lead electricityropanies, like us, to record lower revenues andteesti
operations than currently anticipated, which maytuirn, have a material adverse effect on the ntarke
value of our ADSs.

I f we experience continued energy shortagesin the face of growing demand for electricity, our
ability to deliver electricity to our customers could be adver sely affected, which could result in
customer claims, material penalties, government intervention and decreased results of operations

In recent years, the condition of the Argentinegileity market has provided little
incentive to generators and distributors to furihgest in increasing their generation and distidou
capacity, respectively, which would require matdoag-term financial commitments. As a resulg th
Argentine electricity market is currently operatigignear full capacity and both generators and
distributors may not be able to guarantee the supiptlectricity to their customers, which coul@ddeto a
decline in growth of such companies. During Decem@4.3, an increase in demand for electricity
resulted in energy shortages and blackouts in Budires and other cities around Argentina. Under
Argentine law, distribution companies, such asaus,responsible to their customers for any disomgitn
the supply of electricity. As a result, we coulddaustomer claims and fines and penalties foliceerv
disruptions caused by energy shortages unles&lieant Argentine authorities determine that energy
shortages constituferce majeure. To date, the Argentine authorities have not bededapon to
decide under which conditions energy shortages coagtituteforce majeure. In the past, however, the
Argentine authorities have taken a restrictive vaiiorce majeure and have recognized the existence of
force majeure only in limited circumstances, such as internalfametions at the customer’s facilities,
extraordinary meteorological events (such as n&tjnms) and third-party work in public thoroughfare
Additionally, disruptions in the supply of eleciticcould expose us to intervention by the Argeatin
government, which warned of such possibility dutiing blackouts of December 2013. Such claims,
fines, penalties or government intervention cowddena materially adverse effect on our financial
condition and results of operations, and causeniduket value of our ADSs and Class B common shares
to decline. See also “A potential nationalizatasrexpropriation of 51% of our capital stock, reyaeted
by the Class A shares, may limit the capacityhef€lass B common shares to participate in thedbofar
directors.”

Risks Relating to Our Business

Failure or delay to negotiate further improvementsto our tariff structure, including increases
in our distribution margin, and/or to have our tariffs adjusted to reflect increasesin our distribution
costsin atimely manner or at all, has affected our capacity to perform our commercial obligations and
could also have a material adverse effect on our capacity to perform our financial obligations. Asa
result, there is substantial doubt with respect to the ability of the Company to continue asa going
concern

Since execution of the agreement entered into tivéhArgentine government in February 2006
relating to the adjustment and renegotiation ofténms of our concession (the “Adjustment Agreerfent
and as required by them, we have been engagediimegral Tariff Revision (Revision Tarifaria
Integral, or “RTI") with the ENRE.. However, therteline for completing this process and the
favorability to us of the final resolution are bathcertain

The Adjustment Agreement currently contemplatesst adjustment mechanism for the
transition period during which the RTI is being daoted. This mechanism, known as the Cost
Monitoring Mechanism (“CMM?”), requires the ENRE teview our actual distribution costs every six
months (in May and November of each year) and &djuisdistribution margins to reflect variations of
5% or more in our distribution cost base. We mayp abquest that the ENRE apply the CMM at any time
that the variation in our distribution cost basati¢east 10% or more. Any adjustments, however, a
subject to the ENRE'’s assessment of variations ircosts, and we cannot guarantee that the ENRE wiill
approve adjustments that are sufficient to coveragtual incremental costs. In the past, even when
ENRE has approved adjustments to our tariffs, thasebeen a lag between when we actually experience
increases in our distribution costs and when weivecincreased revenues following the corresponding
adjustments to our distribution margins pursuarthéoCMM. In addition, we have estimated that the
actual distribution costs have been significantghler than the ones determined with the CMM
adjustments that have been requested. Despiteljhgtment we were granted under the CMM in
October 2007 and July 2008, we cannot assure yawih will receive similar adjustments in the fetur
As of the date of this annual report we have reigakesvelve additional increases under the CMM since
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May 2008, eleven of which have been recognized MRE (they have been applied retroactively to
amounts owed to us up to September 2013, pursoi&egolution 250/13 and subsequent Note
6,852/13), but have not been transferred to th# saructure as of the date of filing of this arahweport.
Under the terms of the Adjustment Agreement, tiheséve increases should have been approved in May
and November of each year from 2008 onwards.

During the years ended December 31, 2012 and 204 tecorded a significant decrease in net
income and operating income (we recorded operétggyin 2012), and our working capital and liquidit
levels were negatively affected, primarily as aifesf the delay in obtaining a tariff increase and
having our tariff adjusted to reflect increasesim distribution costs, coupled with a constantéase in
operating costs to maintain adequate service lalets which has affected our capacity to perfaan
commercial obligations. In this context and in tigi the situation that affects the electricity teecthe
ENRE issued Resolution 347/12 in November 2012¢kvbitablishes the application of fixed and
variable charges that have allowed the Companytaim additional revenue as from November 2012.
However, such additional revenue is insufficientrtake up our operating deficit due to the constant
increase in operating costs and the estimatedysatahird-party costs increases for the year 2014.

If we are not able to recover all of the increnaépbsts contemplated by the increase requests
pursuant to the CMM and all such future cost insesaand/or if there is a significant lag time lestw
when we incur the incremental costs and when weiveéncreased revenues, and/or if we are not
successful in achieving a satisfactory renegotiatibour tariff structure, we may be unable to ppm
with our financial obligations, we may suffer ligity shortfalls and we may need to restructuredait
to ease our financial condition, any of which, indually or in the aggregate, would have a material
adverse effect on our business and results of tpesaand may cause the value of our ADSs to declin
As a result, there is substantial doubt with respethe ability of the Company to continue as ango
concern.

We have prepared our annual financial statementhéofiscal year ended December 31, 2013
included herein, assuming that we will continuaaming concern. Our independent auditors, PwC,
issued a report dated March 7, 2014, on our Cattestelil Financial Statements as of December 31, 2013
and 2012 and for the years ended December 31, 2012,and 2011, which contains an explanatory
paragraph expressing substantial doubt as to dlitlyab continue as a going concern. As discussed
Note 1 to our Consolidated Financial Statementspitie the recognition of the CMM retroactive
adjustments set in Resolution 250/13 and Note @&52he steady increase in the operating costs
necessary to maintain the level of service andidiay in obtaining genuine tariff increases wilhtiaue
to affect our operating results and have raisedtanitial doubt with respect to our ability to coni as a
going concern. In this respect, the recognitiothefCMM retroactive adjustments is not enough to
restore our economic and financial conditions ®l#vel required by a public service concessiom sisc
ours. Management's plans in response to thesemnatte also described in Note 1. However, our
financial statements as of December 31, 2013 ahd 20d for the years ended December 31, 2013, 2012
and 2011 do not include any adjustments or redieagons that might result from the outcome ofthi
uncertainty. See Item 18—“Financial Statements.”

The goal of the RTI is to achieve a comprehenswésion of our tariff structure, including
further increases in our distribution margins aedgdic adjustments based on changes in our csst ba
to provide us with an adequate return on our dsss. Although we believe the RTI will result inew
tariff structure, we cannot assure you that the Willlconclude in a timely manner or at all, or thiae
new tariff structure will effectively cover all @ur costs or provide us with an adequate returousn
asset base. Moreover, the RTI could result iratf@ption of an entirely new regulatory framework fo
our business, with additional terms and restriction our operations and the imposition of mandatory
investments. We also cannot predict whether a egulatory framework will be implemented and what
terms or restrictions could be imposed on our djmera. Our inability to obtain tariff adjustmentsin
linewith the actual changesin costs could deepen our inability to meet our trade obligations and could
also have a material adverse effect on our ability to meet our financial obligations

Although Resolution 250/13 and Note 6,852/1®gmized the corresponding CMM adjustments
retroactively, these have not been sufficient fgpsut the real variation in costs, principally doesalary
adjustments and increased operating expenses #imuglation recorded by the INDEC. Our inability
to obtain tariff adjustments in line with the adtahange in costs has deepened our inability tat mee
obligations vis-a-vis CAMMESA, our major suppli@and has had a material adverse effect on ourabilit
to meet our financial obligations as a result shartage in liquidity, which may result in the ne¢ed
restructure our debt and may have a material adweffect on our business and results of operatods
could also adversely impact on our financial candiaind the market value of the ADSs.
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Our distribution tariffs may be subject to challenges by Argentine consumer and other groups

Our tariffs have been challenged by Argentine careuassociations, such as the action brought
again us in December 2009, by an Argentine consasgsciationldnion de Usuarios y Consumidores)
seeking to annul certain retroactive tariff incesadn November 2010, the relevant court upheld the
claim. We appealed the court’s order and requehbidt be stayed pending a decision on the appeal.
December 2010, the court stayed its order pendohecasion on the appeal. On June 1, 2011, the
Administrative Court of Appeal€Camara Nacional de Apelaciones en lo Contencioso Administrativo
Federal — Sala V) overturned the judgment of the lower administatiourt. TheJnion de Usuariosy
Consumidores filed a Federal Extraordinary AppeaRgcurso Extraordinario Federal”) against such
decision, which was granted on March 11, 2011. ©toker 1, 2013, the Supreme Court of Justice
decided to dismiss the Federal Extraordinary Appesthad been filed. A final judgment in our favor
has been rendered.

We cannot make assurances that atigms or requests for injunctive relief will g brought
by these or other groups seeking to reverse thestdgnts we have obtained or to block any further
adjustments to our distribution tariffs. If thesgal challenges are successful and prevent us from
implementing tariff adjustments granted by the Autiige government, we could face a decline in
collections from our customers, and a decline inreaults of operations, which may have a material
adverse effect in our financial condition and therket value of our ADSs.

We have been, and may continue to be, subject to fines and penalties that could have a
material adverse effect on our financial condition and results of operations

We operate in a highly regulated environment ana: lgeen, and in the future may continue to
be, subject to significant fines and penaltiesdnyufatory authorities, including for reasons owgsidir
control, such as service disruptions attributablproblems at generation facilities or in the traission
network that result in a lack of electricity supplifter 2001, the amount of fines and penaltiegdsed
on our company has increased significantly, whiehbslieve is mainly due to the economic and palitic
environment in Argentina following the 2001 and 2@&onomic crisis. Although the Argentine
government has agreed to forgive a significantiporf our accrued fines and penalties pursuattigo
Adjustment Agreement and to allow us to repay #reaining balance over time, this forgiveness and
repayment plan is subject to a number of conditiorduding compliance with quality-of-service
standards, reporting obligations and required adpivestments. As of December 31, 2013, December
31, 2012 and December 31, 2011, our consolidatedied fines and penalties totaled Ps. 923.8 mijllion
Ps. 662.0 million and Ps. 542.2 million, respedi\ieaking into account our adjustment to fines and
penalties following the ratification of the Adjustmt Agreement). If we fail to comply with any oke
conditions, the Argentine government may seek tainlpayment of these fines and penalties by os. |
addition, we cannot assure you that we will notimgignificant fines in the future, which could leaa
material adverse effect on our financial conditiouar, results of operations and the market valusuof
ADSs. See “Item 4. Information on the Company—Our Business Overview—Fines and Penalties.”

If we are unable to control our energy losses, our results of operations could be adversely
affected

Our concession does not allow us to pass throughitcustomers the cost of additional energy
purchased to cover any energy losses that exceddgs factor contemplated by our concession, which
is, on average, 10%. As a result, if we experiereagy losses in excess of those contemplatediby o
concession, we may record lower operating prdfitssmtwe anticipate. Prior to the 2001 and 2002
economic crisis, we had been able to reduce thelbigel of energy losses experienced at the tintbeof
privatization to the levels contemplated (and reirsbd) under our concession. However, during tbie la
couple of years, our level of energy losses, paleiity our non-technical losses, started to groaimgn
part as a result of the increase in poverty leaats$, with it, the number of delinquent accounts fadd.
Although we continue to make investments to redanergy losses, these losses continue to exceed the
10% average loss factor contemplated by the coiceasd, based on the current economic turmoil, we
do not expect these losses to decrease in thaarearOur energy losses amounted to 13.0% in 2013,
13.3% in 2012 and 12.6% in 2011. We cannot assauehat our energy losses will not increase again i
future periods, which may lead us to have lowergimgrand could adversely affect our financial
condition, our results of operations and the mavkéie of our ADSs.
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The Argentine government could foreclose on the pledge of our Class A common shares
under certain circumstances, which could have a material adverse effect on our business and financial
condition

Pursuant to our concession and the provisionseoAttjustment Agreement, the Argentine
government has the right to foreclose on the pledgeir Class A common shares and sell these stares
a third party buyer if:

« the fines and penalties we incur in any given yeaeed 20% of our gross energy sales, net of
taxes (which corresponds to our energy sales);

* we repeatedly and materially breach the terms otoncession and do not remedy these
breaches upon the request of the ENRE;

e our controlling shareholder, EASA, creates any teencumbrance over our Class A common
shares (other than the existing pledge in favahefArgentine government);

* we or EASA obstruct the sale of Class A commoneshat the end of any management period
under our concession;

« EASA fails to obtain the ENRE’s approval in connectwith the disposition of our Class A
common shares;

e our shareholders amend our articles of incorpanatiovoting rights in a way that modifies the
voting rights of the Class A common shares witltbhatENRE’s approval; or

*  We, or any existing shareholders or former shadgrslof EASA who have brought a claim
against the Argentine government in the ICSID dodwsist from such ICSID claims following
completion of the RTI and the approval of a neufftaegime. One of our indirect shareholders
is currently engaged in a dispute with a formershalder of EASA in connection with the
suspension and release of such ICSID claims. $em‘8. Financial Information—Legal and
Administrative Proceedings—Legal Proceedings—Ollegral Proceedings.”

In 2013, the fines and penalties imposed on Edbnpdne ENRE amounted to Ps. 287.5 million,
which represented 8.4% of our energy sales. Sem“. Information on the Company—Our
Concession—Fines and Penalties.”

If the Argentine government were to foreclose anpledge of our Class A common shares,
pending the sale of those shares, the Argentinergovent would also have the right to exercise the
voting rights associated with such shares. Intaddithe foreclosure by the Argentine government o
the pledge of our Class A common shares may be elkéonconstitute a change of control under the
terms of our Senior Notes due 2017 and due 2022-S%&/e may not have the ability to raise the funds
necessary to finance a change of control offeeqaired by the Senior Notes due 2017 and 2022kielf
Argentine government forecloses on the pledge ofadaiss A common shares, our results of operations
and financial condition could be significantly affed and the market value of our ADSs could also be
affected.

Default by the Argentine government could lead to termination of our concession, and have a
material adverse effect on our business and financial condition

If the Argentine government breaches its obligationsuch a way that we cannot comply with
our obligations thereunder or in such a way thatseuvice is materially affected, we can request th
termination of our concession, after giving the émtine government 90 days’ prior notice. Upon
termination of our concession, all our assets tisguiovide electricity distribution service woulé b
transferred to a new state-owned company to beettdsy the Argentine government, whose shares
would be sold in an international public biddinggedure. The amount obtained in such bidding would
be paid to us, net of the payment of any debt dweds to the Argentine government, plus compensatio
established as a percentage of the bidding preging from 10% to 30%, depending on the
management period in which the sale occurs. Anh siefault could have a material adverse effect on
our business and financial condition.

We may be unable to import certain equipment to meet the growing demand for electricity,

which could lead to a breach of our concession contract and could have a material adverse effect on
the operations and financial position of the Company
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Certain restrictions on imports imposed by Argengovernment (see “The actions taken by the
Argentine government to reduce imports may affectability to purchase significant capital goods”)
could limit our ability to purchase capital gootiattare necessary for our operations (includingyoay
out specific projects). Under our concession, veeddnligated to satisfy all of the demand for eleitir
originated in our concession area, maintainingdldinaes a service quality standard that has been
established for our concession. If we are not sbfgurchase significant capital goods to satisfyted
demand, we could face fines and penalties which, inayrn, adversely affect our activity, financial
position and results of operations and/or the ntar&kie of your ADSs.

We employ a largely unionized labor force and could be subject to an organized labor action,
including work stoppages that could have a material effect on our business

As of December 31, 2013, approximately 85% of Edemoployees were union members.
Although our relations with unions are currentlgtde and we have had an agreement in place with the
two unions representing our employees since 1985amnot assure you that we will not experience
work disruptions or stoppages in the future, whdohld have a material adverse effect on our busines
and revenues. We cannot assure you that we wédbbeto negotiate salary agreements on the sams ter
as those currently in effect, or that we will netsubject to strikes or work stoppages before dnduhe
negotiation process. If we are unable to negosialary agreements or if we are subject to strikegook
stoppages, our results of operations, financiatlitaom and the market value of our ADSs could be
materially adversely affected.

We could incur material labor liabilitiesin connection with our outsourcing that could have
an adverse effect on our business and results of operations

We outsource a number of activities related tolmsginess to third-party contractors in order to
maintain a flexible cost base. As of December2®1,3, Edenor had approximately 2,518 third-party
employees under contract. Although we have veigtgiolicies regarding compliance with labor and
social security obligations by our contractors,ame not in a position to ensure that contractors’
employees will not initiate legal actions to seettémnification from us based upon a number of jatlic
rulings issued by labor courts in Argentina recagrg joint and several liability between a contoacnd
the entity to which it is supplying services undertain circumstances. We cannot make any assigance
that such proceedings will not be brought agaissinthat the outcome of such proceedings will be
favorable to us. If we were to incur material lababilities in connection with our outsourcing,céu
liability could have an adverse effect on our fic@hcondition, our results of operations and therkat
value of our ADSs.

We currently are not able to effectively hedge our currency risk in full and, asaresult, a
devaluation of the Peso may have a material adverse effect on our results of operations and financial
condition

Our revenues are collected in Pesos pursuantiffs tdwat are not indexed to the U.S. Dollar, wtéle
significant portion of our existing financial indeliness is denominated in U.S. Dollars, which egpos
us to the risk of loss from devaluation of the Pésdhe past we used to hedge this risk in part by
converting a portion of our excess cash denominat&esos into U.S. Dollars and investing thosel$un
outside Argentina, as permitted by applicable Gaf8ank regulations at the time and by entering int
currency forward contracts. However, pursuant to regulations of the Central Bank we can no longer
hedge this risk by converting a portion of our essceash denominated in Pesos into U.S. Dollars and
because of that, we continue to have substantsxe to the U.S. Dollar (see “—Risks related to
Argentina—Fluctuations in the value of the ArgeatiPeso could adversely affect the Argentine
Economy, which could, in turn adversely affect cesults of operations”). We cannot assure you véreth
the Argentine government will maintain these exd®aregulations or whether it will allow us to acces
the market to acquire U.S. Dollars in the mannat We have done in the past. Although we may also
seek to enter into hedging transactions to coveral part of our exposure, we have not beentable
hedge any of our exposure to the U.S. Dollar omsawe consider viable for our company. If we
continue to be unable to effectively hedge all sigaificant portion of our currency risk exposuae,
further devaluation of the Peso may significantigrease our debt service burden, which, in turry, ma
have a material adverse effect on our financiatlt@m and results of operations.
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In the event of an accident or other event not covered by our insurance, we could face
significant losses that could materially adversely affect our business and results of operations

As of December 31, 2013, our physical assets wes@ed for up to U.S. $1.062,3 million.
However, we do not carry insurance coverage f@desaused by our network or business interruption,
including loss of our concession. See “ltem 4. imfation on the Company—Our Business—Insurance.”
Although we believe our insurance coverage is consueate with standards for the distribution indystr
no assurance can be given of the existence ocwufély of risk coverage for any particular riskass. If
an accident or other event occurs that is not @/by our current insurance policies, we may expeg
material losses or have to disburse significantartefrom our own funds, which may have a material
adverse effect on our net profits and our ovemadlricial condition and on the market value of olrSs.

A substantial number of our assets are not subject to attachment or foreclosure and the
enforcement of judgments obtained against us by our shareholders may be substantially limited

A substantial number of our assets are essenttaktpublic service we provide. Under
Argentine law, as interpreted by the Argentine tguassets which are essential to the provisian of
public service are not subject to attachment cedimsure, whether as a guarantee for an ongoirg leg
action or to allow for the enforcement of a legalgment. Accordingly, the enforcement of judgments
obtained against us by our shareholders may bealaly limited to the extent our shareholdersks®
attach those assets to obtain payment on theinjedy

If our controlling shareholder failsto meet its debt service obligations, its creditors may take
measures that could have a material adverse effect on our results of operations

In July 2006, EASA completed a comprehensive restring of all of its outstanding financial
indebtedness, which had been in default since 200&nnection with this restructuring, EASA issued
approximately U.S. $85.3 million in U.S. Dollar-aeminated notes, in exchange for the cancellation of
approximately 99.94% of its outstanding financiebtl Since EASA’s ability to meet its debt service
obligations under these notes depends largely oalality to pay dividends or make distributions or
payments to EASA, our failure to do so could reBUEASA becoming subject to actions by its credito
including the attachment of EASA'’s assets and ipestfor involuntary bankruptcy proceedings. If
EASA's creditors were to attach our Class A commsbares held by EASA, the Argentine government
would have the right under our concession to faselon the pledge of our Class A common shares held
by the Argentine government, which could triggeepurchase obligation under the terms of our
restructured debt and our Senior Notes due 201 dae®022, and have a material adverse effect pn ou
results of operations and financial condition.

Our exclusive right to distribute electric energy in our service area may be adversely affected
by technological or other changesin the energy distribution industry, which would have a material
adverse effect on our business

Although our concession grants us the exclusivet ig) distribute electric energy within our
service area, this exclusivity may be revoked imbtor in part if technological developments make i
possible for the energy distribution industry t@ke from its present condition as a natural momppo
into a competitive business. In no case does thgkxe or partial revocation of our exclusive
distribution rights entitle us to claim or to olstagimbursement or indemnity. Although, to our
knowledge, there are no current projects to intceduew technologies in the medium- or long-term
which might reasonably modify the composition c& #lectricity distribution business, we cannot essu
you that future developments will not enable coritipatin our industry that would adversely affelset
exclusivity right granted by our concession. Antat@r partial loss of our exclusive right to distrte
electricity within our service area would likelyale to increased competition and result in loweenees,
which could have a material adverse effect on mamncial condition, our results of operations amel t
market value of our ADSs.

A potential nationalization or expropriation of 51% of our capital stock, represented by the
Class A shares, may limit the capacity of the Class B common shares to participate in the board of
directors

As of the date of this annual report, the ANSESi®8hares representing 26.8% of our capital

stock and appointed five Class B directors in ast Ehareholders’ meeting. The remaining directors
were appointed by the Class A shares.
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If the Argentine government were to expropriate 5df%ur capital stock, represented by our
Class A shares, the Argentine government wouldhbesole holder of the Class A shares and the ANSES
would hold the majority of the Class B shares. @larstrategic transactions require the approvhef
holders of the Class A shares. Consequently, tgemtme government and the ANSES would be able to
determine substantially all matters requiring appity a majority of our shareholders, including th
election of a majority of our directors, and woble able to direct our operations.

If the Argentine government nationalizes or expiates 51% of our capital stock, represented
by our Class A shares, our results of operatiodsfimancial condition could be adversely affected a
this could cause the market value of our ADSs alad<CB common shares to decline.

We may not have the ability to raise the funds necessary to repay our commercial debt with
CAMMESA, our major supplier

As of December 31, 2013, we owed approximately,B8AL6 million to CAMMESA. This debt
is due and unpaid and we have not secured any gdiven CAMMESA,; if CAMMESA requested that
we repay such debt, we may be unable to raistuttds to repay it and, consequently, we could be
exposed to a cash attachment, which could in ®solt in our filing for a voluntary reorganization
proceedingoncurso preventivo), which could cause the market value of our ADS3$ @lass B common
shares to decline (see “—Risks related to Our Bassn-All of our outstanding financial indebtedness
contains bankruptcy, reorganization proceedingsexpdopriation events of default, and we may be
required to repay all of our outstanding debt ugf@noccurrence of any such events”).

Downgradesin our credit ratings could materially and adversely affect our business, financial
condition and results of operations.

A material downgrade of our credit ratings may haasous effects including, but not limited
to, the following: we may have to accept less fabée terms in our transactions with counterparties,
including capital raising activities, or may be bleato enter into certain transactions; existingeagients
or transactions may be cancelled; and we may hérestjto provide additional collateral in connentio
with derivatives transactions. Any of these or otfiéects of a downgrade of our credit ratings doul
have a negative impact on the profitability of treasury and other operations, and could adveedstdgt
our regulatory capital position, financial conditiand results of operations.

We may not have the ability to raise the funds necessary to finance a change of control offer
asrequired by the Senior Notes due 2017 and 2022

As of the date of this annual report, approximat#l$.$191.1 million of our financial debt is repeated

by the Senior Notes due 2017 and 2022. Under thenimires for the Senior Notes due 2017 and 2022, if
a change of control occurs, we must offer to bugkkemny and all such notes that are outstanding at a
purchase price equal to100% of the aggregate paheimount of such notes, plus any accrued and
unpaid interest thereon and additional amountmyf through the purchase date. We may not have
sufficient funds available to us to make the regghirepurchases of the Senior Notes due 2017 arfl 202
upon a change of control. If we fail to repurchaseh notes in these circumstances that may cotestitu
event of default under the indentures, which matyin trigger cross-default provisions in othewoaf

debt instruments then outstanding, which could exbhg affect our results of operations and cause th
market value of our ADSs and Class B common shardecline.

All of our outstanding financial indebtedness contains bankruptcy, reorganization
proceedings and expropriation events of default, and we may be required to repay all of our
outstanding debt upon the occurrence of any such events

As of the date of this annual report, approximat#l$.$ 191.1 million of our financial debt is
represented by the Senior Notes due 2017 and 20ffr the indentures for the Senior Notes due 2017
and due 2022, certain expropriation and condemmat@nts with respect to us may constitute an event
of default, which, if declared, could trigger algration of our obligations under the notes arnyglire us
to immediately repay all such accelerated debaddition, all of our outstanding financial indelteds
contains certain events of default related to bamiay and voluntary reorganization proceedings
(concurso preventivo). If we are not able to fulfill certain paymentligiations as a result of our current
financial situation and if the requirements settfan the Argentine Bankruptcy Law No. 24,522 aretm
any creditor, or even us, could file for our bankny, or we could file for a voluntary reorganizati
proceeding oncurso preventivo). In addition, all of our outstanding financiatigbtedness also contains
cross-default provisions and/or cross-accelergirorisions that could cause all of our debt to be
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accelerated if the debt containing expropriatiod/anbankruptcy and/or reorganization proceeding
events of default goes into default or is accedgtaln such a case, we would expect to activelgymir
formal waivers from the corresponding financialditers to avoid this potential situation, but irsea

those waivers are not obtained and immediate repaywmill be required, the Company could face short-
term liquidity problems, which could adversely atfeur results of operations and cause the magdaev
of our ADSs and Class B common shares to decline.

We may be mandatorily required to conduct a capital stock reduction and we may in the
future be required to dissolve and liquidate

In the absence of any tariff adjustment, it is fdeshat during 2014, our accumulated deficit
exceeds our reserves plus 50% of our capital stockhich case, under current applicable regulation
we will be required to mandatorily reduce our calpstock pursuant to Article 206 of the Argentine
Corporations Law. In addition, if our shareholdexguity becomes negative (that is, if our totabilites
exceed our total assets) at the end of any fiseal, we will be required to dissolve and liquidate
pursuant to Article 94 of the Argentine Corporatidraw unless we receive a capital contribution or
expect future revenues or results of operationghvhiould result in our assets exceeding our liaddi
A mandatory capital stock reduction could adversélgct our results of operations and financial
conditions and cause the market value of our AD®IsGlass B common shares to decline.

The New York Stock Exchange and/or the Buenos Aires Stock Exchange may suspend trading
and/or delist our ADSs and Class B common shares, upon the occurrence of certain eventsrelating to
our financial situation

The New York Stock Exchange (“NYSE”) and the BueAdirgs Stock Exchange (“BASE”)
may suspend and/or cancel the listing of our AD8@lass B common shares, in certain circumstances,
including upon the occurrence of certain eventstirgd to our financial situation. For example, MéSE
may decide such suspension or cancellation if bareholders’ equity becomes negative.

The NYSE may in its sole discretion determine omnaiividual basis the suitability for
continued listing of an issue in the light of airpnent facts. Some of the factors mentionedhéNYSE
Listed Company Manual, which may subject a comparguspension and delisting procedures, include:
“unsatisfactory financial conditions and/or opergtiesults,” “inability to meet current debt olaligpns
or to adequately finance operations,” and “any o#vent or condition which may exist or occur that
makes further dealings or listing of the securibeshe NY SE inadvisable or unwarranted in the iopin

of NYSE.

The BASE may cancel the listing of our Class B camrshares if it determines that our
shareholders’ equity and our financial and econasiti@ation do not justify our access to the stock
market or if the NYSE cancels the listing of our 3§

We cannot assure you that the NYSE and/or BASEnwillcommence any suspension or
delisting procedures in light of our current finatituation, including if our shareholders’ equit
becomes negative. A delisting or suspension dirigpof our ADSs or Class B common shares by the
New York Stock Exchange and/or BASE, respectivetyld adversely affect our results of operations
and financial conditions and cause the market vafimir ADSs and Class B common shares to decline.

Adoption of | FRS affects the presentation of our financial information, which was prepared
under Argentine GAAP prior to January 1, 2012

On January 1, 2012, we began preparing our fishstatements in accordance with IFRS. Prior
to the year ended December 31, 2012, we preparefihancial statements in accordance with Argentine
GAAP. Because IFRS differ in certain significargpects from Argentine GAAP, our financial
information prepared and presented in our prevéasusial reports under (other than the one presémted
2013 with respect to the fiscal year ended DecerBhe012) Argentine GAAP is not directly
comparable to our IFRS financial data. The lackarhparability of our recent and our historical fioél
data may make it difficult to gain a full and acater understanding of our operations and financial
condition.
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The designation of veedores (supervisors), by the CNV or otherwise, could adversely affect the
economic and financial situation of the Company

The new Capital Markets Law No. 26,831 provideaiticle 20 that theComisién Nacional de
Valores (Argentine National Securities Commission, or “CNYhay conduct an inspection on persons
subject to its control (such as the Company).ftéraany inspection the CNV considers that a retgmiu
of the board of directors of such person violateslinterests of minority shareholders or any hotfer
securities that are subject to the Argentine putdfiering regime, it may appointveedor (supervisor),
who will have veto powers. Additionally, the CNVasnsuspend the board of directors for a periodpof u
to 180 days, until the CNV rectifies the situatiofhis measure may only be appealed before theskiyni
of Economy and Finance of Argentina. If the CNVkesan inspection on the and considers that any
right of a minority shareholder or holder of angwéty has been violated, it may proceed to suspiead
board of directors for the up to 180-day periodwhich case the economic and financial situatiothef
Company could be negatively affected. In additeoveedor may be appointed through a judicial request.
In this respect, on April 21, 2014, Molinos RioldePlata S.A., an Argentine company whose shaees ar
publicly-traded in Argentina, reported the judicagpointment of aeedor at the request of ANSES, one
of its shareholders, which is also a shareholdéh@fCompany, for a period of six months. We canno
assure you that ANSES, or any other party, willattempt to pursue a similar course of action with
respect to the Company, which may have a negatieeten the Company.

Changesin weather conditions or the occurrence of severe weather (whether or not caused
by climate change or natural disasters), could adversely affect our operations and financial
performance.

Weather conditions may influence the demand fartgtgty, our ability to provide it and the
costs of providing it. In particular, severe wesatimay adversely affect our results of operations b
causing significant demand increases, which we Ingaynable to meet without a significant increase in
operating costs. This could strongly impact thetiomity of our services and our quality indicatofsr
example, the exceptional thunderstorms that ocdurrépril and December of 2013 and a heat wave
that occurred in December of 2013 affected theiooity of our services, both in the low voltage and
medium voltage networks. See “ltem 4. Informationthe Company — Business Overview — Quality
Standards — Edenor’s Concession”. Furthermoresadly disruptions in the provision of our services
could expose us to fines and orders to compenisage ttustomers affected by any such power cuts, as
has occurred in the past (see “ltem 4. Informatinthe Company — Business Overview — Quality
Standards — Fines and Penalties”). Our finan@addion, results of operations and cash flows doul
therefore be negatively affected by changes in keratonditions and severe weather.

A cyber-attack could adversely affect our business, financial condition, results of operations
and cash flows.

Information security risks have generally increasegtcent years as a result of the proliferation
of new technologies and the increased sophisticatim activities of cyber-attacks. Through parbf
grid and other initiatives, we have increasinginpmected equipment and systems related to the
distribution of electricity to the Internet. Becausf the critical nature of our infrastructure ahd
increased accessibility enabled through connet¢tigdhe Internet, we may face a heightened risk of
cyber-attack. In the event of such an attack, wedchave our business operations disrupted, prppert
damaged and customer information stolen; experisnbstantial loss of revenues, response costs and
other financial loss; and be subject to increasgdlation, litigation and damage to our reputatin.
cyber-attack could adversely affect our resultspgrations and financial condition and cause theketa
value of our ADSs and Class B common shares targecl

Risksrelating to ADSs and our Class B common shares

Restrictions on the movement of capital out of Argentina may impair the ability of holders of
ADRsto receive dividends and distributions on, and the proceeds of any sale of, the Class B common
shares underlying the ADSs

The Argentine government may impose restrictionghenconversion of Argentine currency into
foreign currencies and on the remittance to for@igestors of proceeds from their investments in
Argentina. Argentine law currently permits the Angine government to impose these kinds of
restrictions temporarily in circumstances whererosis imbalance develops in Argentina’s balance of
payments or where there are reasons to foreseeasuafibalance. Beginning in December 2001, the
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Argentine government implemented an unexpected euwbmonetary and foreign exchange control
measures that included restrictions on the fregodision of funds deposited with banks and on the
transfer of funds abroad, including dividends, withprior approval by the Central Bank, some ofakhi
are still in effect. Among the restrictions thag atill in effect are those relating to the payinenior to
maturity of the principal amount of loans, bond®threr securities owed to non-Argentine resideths,
requirement for Central Bank approval prior to ddgg foreign currency for certain types of
investments and the requirement that 30% of cety@ies of capital inflows into Argentina be depedit
in a non-interest-bearing account in an Argentiaekdfor a period of one year. Although the transfer
funds abroad in order to pay dividends no longguires Central Bank approval to the extent such
dividend payments are made in connection with addinancial statements approved by a shareholders’
meeting, restrictions on the movement of capitarid from Argentina such as those that previously
existed could, if reinstated, impair or prevent tbaversion of dividends, distributions, or theqeeds
from any sale of shares, as the case may be, femosHAnto U.S. Dollars and the remittance of suc U
Dollars abroad. We cannot assure you that the minge government will not take similar measures in
the future. In such a case, the depositary foAID8s may hold the Pesos it cannot otherwise carfioer
the account of the ADS holders who have not beé@h gdonetheless, the adoption by the Argentine
government of restrictions on the movement of ehjpitit of Argentina may affect the ability of our
foreign shareholders and holders of ADSs to olitzrfull value of their shares and ADSs and may
adversely affect the market value of our ADSs.

Our ability to pay dividendsis limited

In accordance with Argentine corporate law, we maly pay dividends in Pesos out of our
retained earnings, if any, as set forth in our abiconsolidated financial statements prepared in
accordance with IFRS as issued by the IASB. Ouitphbo pay dividends, however, is further resteidt
in accordance with the terms of the Adjustment &gment, pursuant to which we have agreed not to pay
dividends without the ENRE’s prior approval untiéwomplete the RTI. We cannot predict with any
certainty when this process will be completed.

Our shareholders ability to receive cash dividends may be limited

Our shareholders’ ability to receive cash dividendsy be limited by the ability of the
depositary to convert cash dividends paid in PegodJ.S. Dollars. Under the terms of our deposit
agreement with the depositary for the ADSs, theodieary will convert any cash dividend or otherttas
distribution we pay on the common shares underlifiegADSs into U.S. Dollars; if it can do so on a
reasonable basis and can transfer the U.S. Dadlidre United States. If this conversion is notgile or
if any government approval is needed and cannobleined, the deposit agreement allows the
depositary to distribute the foreign currency aiyhose ADS holders to whom it is possible to dolf
the exchange rate fluctuates significantly duririgree when the depositary cannot convert the foreig
currency, shareholders may lose some or all of#hee of the dividend distribution.

Under Argentine law, shareholder rights may be fewer or less well defined than in other
jurisdictions

Our corporate affairs are governed by our by-lamg lay Argentine corporate law, which differ
from the legal principles that would apply if we n@encorporated in a jurisdiction in the Unitec®s,
such as the States of Delaware or New York, othiemjurisdictions outside Argentina. In additidine
rights of holders of the ADSs or the rights of hertelof our common shares under Argentine corporate
law to protect their interests relative to actitysour board of directors may be fewer and les$-wel
defined than under the laws of those other jurtsmtis. Although insider trading and price manipiola
are illegal under Argentine law, the Argentine sés markets are not as highly regulated or stiped
as the U.S. securities markets or markets in sdher qurisdictions. In addition, rules and poliie
against self-dealing and regarding the preservaticiareholder interests may be less well-defarati
enforced in Argentina that in the United Statedtipg holders of our common shares and ADSs at a
potential disadvantage.

Holders of ADSs may be unable to exercise voting rights with respect to the Class B common
shares underlying the ADSs at our shareholders’ meetings

Shares underlying the ADSs are held by the depgsitahe name of the holder of the ADS. As
such, we will not treat holders of ADSs as sharétrsd and, therefore, holders of ADSs will not have
shareholder rights. The depositary will be the bolof the common shares underlying the ADSs and
holders may exercise voting rights with respe¢hoClass B common shares represented by the ADSs
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only in accordance with the deposit agreementingldab the ADSs. There are no provisions under
Argentine law or under our by-laws that limit theeecise by ADS holders of their voting rights thgbu

the depositary with respect to the underlying CBis®mmon shares. However, there are practical
limitations on the ability of ADS holders to exeseitheir voting rights due to the additional praced
steps involved in communicating with these holdEws. example, holders of our common shares will
receive notice of shareholders’ meetings throudhlipation of a notice in an official gazette in
Argentina, an Argentine newspaper of general catouh and the daily bulletin of the Buenos Airesckt
Exchange, and will be able to exercise their votiggts by either attending the meeting in person o
voting by proxy. ADS holders, by comparison, do resteive notice directly from us. Instead, in
accordance with the deposit agreement, we prohigl@otice to the depositary. If we ask it to dotke,
depositary will mail to holders of ADSs the notthe meeting and a statement as to the manner in
which instructions may be given by holders. To ebsertheir voting rights, ADS holders must then
instruct the depositary as to voting the Class Broon shares represented by their ADSs. Due to these
procedural steps involving the depositary, the pssdor exercising voting rights may take longer fo
ADS holders than for holders of Class B commonehand Class B common shares represented by
ADSs may not be voted as the holders of ADSs deSless B common shares represented by ADSs for
which the depositary fails to receive timely votingtructions may, if requested by us, be votetthet
corresponding meeting either in favor of the prgbpos the board of directors or, in the absenceuch a
proposal, in accordance with the majority.

Our shareholders may be subject to liability for certain votes of their securities

Because we are a limited liability corporation, ebareholders are not liable for our obligations.
Shareholders are generally liable only for the paynof the shares they subscribe to. However,
shareholders who have a conflict of interest wigland who do not abstain from voting at the re$pect
shareholders’ meeting may be liable for damagess tdut only if the transaction would not have been
approved without such shareholders’ votes. Furtbeenshareholders who willfully or negligently vote
in favor of a resolution that is subsequently dexdavoid by a court as contrary to the law or ogtdws
may be held jointly and severally liable for damsge us or to other third parties, including other
shareholders.

Provisions of Argentine securities laws could déageover attempts and have an adverse
impact on the price of our shares and the ADSs.

Argentine securities laws contain provisions thayrdiscourage, delay or make more difficult a
change in control of Edenor, such as the requirénu@on the acquisition of a certain percentageunf
capital stock, to launch a tender offer to acqairertain percentage of our capital stock, which
percentage ranges from 10% to 100% depending @raldactors. These provisions may delay, defer or
prevent a transaction or a change in control thghtotherwise be in the best interest of our shelders
and may adversely affect the market value of oareshand ADSs.
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Item 4. Information on the Company
HISTORY AND DEVELOPMENT OF THE COMPANY

Empresa Distribuidora y Comercializadora Norte SoA.Edenor, is a public service company
incorporated as sociedad anénima (stock corporation) under the laws of Argentinar @rincipal
executive offices are located at Avenida del Liagor 6363, Ciudad de Buenos Aires, C1428ARG,
Argentina, and our general telephone number atdhation is +54 11 4346 5000.

We were incorporated on July 21, 1992, under tteenBEmpresa Distribuidora Norte Sociedad
Andnima, as part of the privatization of the Argeatstate-owned electricity utility, Servicios Biécos
del Gran Buenos Aires S.A. (SEGBA). In anticipataf its privatization, SEGBA was divided into thre
electricity distribution companies, including ownepany, and four electricity generation comparaesl
on May 14, 1992, the Argentine Ministry of Econoaryd Public Works and Utilities (currently the
Ministry of Economy and Public Finance) approveel plublic sale of all of our company’s Class A
common shares, representing 51% of the capitak stbour company.

A group of international investors, which includeBF International S.A. (a wholly owned
subsidiary of Electricité de France S.A.), presemtdid for our Class A common shares through
Electricidad Argentina S.A. (EASA), an Argentinengmany. EASA was awarded the bid and, in August
1992, EASA and the Argentine government enteremlangtock purchase agreement relating to the
purchase of our Class A common shares. In additiorAugust 5, 1992, the Argentine government
granted us a concession to distribute electriaityn exclusive basis within our concession area for
period of 95 years. On September 1, 1992, EASAieedwur Class A common shares and became our
controlling shareholder.

In June 1996, our shareholders approved the chafrm& name to Empresa Distribuidora y
Comercializadora Norte S.A. (EDENOR S.A.) to mocewaately reflect the description of our core
business. The amendment to our by—laws relatedrto@me change was approved by the Argentine
Electricity Agency Ente Nacional Regulador de la Electricidad, the “ENRE”") and registered with the
Public Registry of Commercéngpeccion General de Justicia, the “IGJ”) in 1997.

In 2001, EDF International S.A. (EDFI) acquiredgiseries of transactions, all of the shares of
EASA held by EASA’s other shareholders, ENDESA ing&eional, YPF S.A., which was the surviving
company of Astra, and SAUR. As a result, EASA Ineea wholly—owned subsidiary of EDFI. In
addition, EDFI purchased all of our Class B comrsebares held by these shareholders, increasing its
direct and indirect interest in us to 90%.

On January 6, 2002, the Argentine Congress endotedublic Emergency Law, which
authorized the Argentine government to implementage measures to overcome the country’s economic
crisis. Under the Public Emergency Law, the Argemtjovernment altered the terms of our concession
and the concessions of other public utility sersibg renegotiating tariffs, freezing distributiomrgins
and revoking price adjustment mechanisms, amorgy otleasures.

In September 2005, Dolphin Energia and IEASA aeglan indirect controlling stake in our
company from EDFI. Dolphin Energia and IEASA wer¢h& time of such acquisition controlled by the
principals of Grupo Dolphin, an Argentine advisarnd consulting firm that carries out private equity
activities. On September 28, 2007, Pampa Energia($2ampa Energia” or “Pampa”) acquired all the
outstanding capital stock of Dolphin Energia and3& from the then current shareholders of these
companies, in exchange for common stock of Pampgagian Pampa Energia, which is managed by
Grupo Dolphin’s former principals, owns a 50% iet&rin the company that co-controls the principal
electricity transmission company in Argenti@mpafiia de Transporte de Energia Eléctrica en Alta
Tension SA. (“Transener”). In addition, Pampa Energia hasrotlitig stakes in five generation plants
located in the Salta, Mendoza, Neuguén and Bueives Arovinces (Hidroeléctrica Nihuiles,
Hidroeléctrica Diamante, Central Térmica Glemesit@éTérmica Loma de la Lata and Central Piedra
Buena). See “ltem 7. Major Shareholders and RelRtety Transactions.”

In April 2007, we completed the initial public offieg of our Class B common shares, in the
form of shares and American depositary shares B8\ We and certain of our shareholders sold
18,050,097 ADSs, representing 361,001,940 Classnwon shares, in an offering in the United States
and elsewhere outside Argentina, and our EmployeekS articipation Program sold 81,208,416 Class B
common shares in a concurrent offering in Argenti@ar ADSs are listed in the New York Stock
Exchange (“NYSE”") under the symbol “EDN,” and oda€s B common shares are listed on the Buenos
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Aires Stock Exchange (“BASE”) under the same symiWk received approximately U.S. $61.4 million
in proceeds from the initial public offering, bedoexpenses, which we used to repurchase a paut of o
then outstanding debt. Following the initial peldiffering, EASA continues to hold 51% of our commo
shares, and approximately 49% are held by the pui8lee “Iltem 7. Major Shareholders and Related
Party Transactions.”

On November 20, 2008, the Argentine Congress pastaa unifying the Argentine pension
and retirement system into a system publicly adsténed by the Argentine Social Security
Administration Administracion Nacional de la Seguridad Social, the “ANSES”) and eliminating the
retirement savings system previously administegedrlvate pension funds under the supervision of a
governmental agency. In accordance with the new feiwate pension funds transferred all of the &sse
administered by them under the retirement saviggtem to the ANSES. As of the date of this annual
report, ANSES held 242,999,553 of our Class B comstwares, representing 26.8%of our capital stock.

Recent Developments

Sale of Emder sa/Edelar

On September 17, 2013, our Board of Directors apggt@n irrevocable offer to Energia
Riojana S.A. (ERSA) and the Government of the Rrowiof La Rioja for the (i) sale of our indirecalst
in Emdersa, Edelar’s parent company, and (ii) assent of certain account receivables that we had
against Emdersa and Edelar. On October 4, 2013AERS the Government of the Province of La Rioja
in its capacity as controlling shareholder of ER&&epted the offer. The transaction closed on @ctob
30, 2013. The price agreed upon was Ps. 75.2 mitlayyable in 120 monthly and consecutive
installments. The first installment is not due L@&tober 30, 2015, 24 months after the closing dat

Merger process — Emdersa Holding

On December 20, 2013, the merger of Emdersa Hyidito Edenor was approved by an
extraordinary shareholders’ meeting, as well asd@lumentation and information required by applieab
regulation towards that end. As of the date of éimsual report, the approval of the merger by @&k
pending. The effective reorganization date fotegjll, accounting and tax purposes will be retigadb
October 1, 2013.

On October 7, 2013, the Company resolved to ieitié proceedings pursuant to which the
Company will absorb Emdersa Holding in order tarafe its resources, simplifying its corporate,
administrative and operating structure.

Acquisitions and Subsequent Divestitures
Acquisition of EMDERSA and AESEBA

On March 4, 2011, our Board of Directors approvedadfer from its indirect controlling
company, Pampa Energia. As a consequence, Edesoappminted by Pampa as the acquiring party
under the Pampa-AEIl Agreement. Therefore, on MdrcR011, we acquired from AEI Utilities, S.L.
(“AEIU"): (i) 77.19% of Emdersa’s capital stock andtes (“Emdersa’s Shares”), (ii) 0.01% of Empresa
Distribuidora de San Luis S.A.’'s (“Edesal”) capigibck and votes, (iii) 0.02% of Emdersa Generacion
Salta S.A.’s ("EGSSA”) capital stock and votes, (W01% of Empresa Distribuidora de Electricidad de
la Rioja S.A.'s (‘EDELAR") capital stock and vote§y) 0.01% of Empresa de Sistemas Eléctricos
Abiertos S.A.’s (“"ESED”) capital stock and votedl (he shares mentioned in items (ii) through (v)
hereinafter referred to as the “Residual Sharesi)l (vi) 99.99% of AESEBA'’s capital stock and votes
(“AESEBA’s Shares”).

Soin-off Process— Emdersa

Emdersa’s shareholders’ meeting held on DecembgePdBl, which was resumed on January
13, 2012 after a recess, approved: (i) a spin-bfEertain assets and liabilities of Emdersa and the
incorporation of three new companies, whose masetasvould be the shares owned by Emdersa in each
of Edesal, EDESA and EGGSA, respectively, (ii) special spin-off financial statements for the perio
ended September 30, 2011 the share exchange mskifio the amount of shares of the three holding
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companies to be incorporated, which had to be éediy to Emdersa’s shareholders in exchange for the
tendering of their shares in Emdersa, and (iii)gpia-off prospectus.

The spin-off process was approved by the CNV onustd6, 2012 and registered with the
Public Registry of Commerce on October 10, 201@etioer with the registration of the three new
companies, namely, EDESAL Holding S.AEDESALH”), EDESA Holding S.A. (“EDESAH”) and EGSSA
Holding S.A. (“EGSSAH”). On November 8, 2012, the new companies were gmétbby the CNV to go
public and obtained admission to the Buenos AiteslSExchange listing.

Edesal Sale

On September 16, 2011, our Board of Directors agatdhe offer for the acquisition of Edesal
by Rovella Carranza S.A. and transferred 24.80%mfélersa’s shares and 0.01% of EDESAL’s shares to
Rovella Carranza S.A.

As a consequence of this transaction, Edenor h@ld226 interest in EDESALH.

EGSSA sale

On October 11, 2011, our Board of Directors appdabe offer received from its controlling
shareholder Pampa Energia for the acquisition gir@uconditioned purchase and sale transaction of
78.44% of the shares and votes of an investmenpanynorganized to be the holder of 99.99% of the
shares and votes of EGSSA together with 0.01% & $&A&Ss capital stock held by Edenor. On November
22, 2012, shares representing 78.44% of the cagtdak and votes of EGSSAH were transferred inrfavo
of Pampa Energia.

EDESA Sale

On April 23, 2012, our Board of Directors acceptteel offer made by Salta Inversiones
Eléctricas S.A. (“SIESA”) to Edenor and its subaigiEmdersa Holding, for the acquisition of shares
representing: (i) 78.44% of the capital stock aating rights of EDESAH and (i) the remaining 0.01%
of ESED.

The transaction was carried out on May 10, 20tBexbffered price payable through the
delivery of Argentina’s sovereign debt bonds (Bo@6a2) for a value equivalent to Ps. 100.5 million.

Upon the conclusion of Emdersa’s spin-off proctss,shares representing 78.44% of the capital
stock and votes of EDESAH, holder of 90% of EDES#&res and votes, were issued, and Deutsche
Bank, as trustee, transferred to EHSA the totalitmdersa’s shares that had been transferred /I
and EHSA to the trust, resulting in SIESA holdirgy44% of EDESAH’s capital stock and votes. As a
consequence of this transaction, Edenor held 0.ib8%est in EDESA.

EDELAR Offer

An offer from Andes Energia Argentina S.A. (“Andesergia”) was accepted by our Board of
Directors on September 16, 2011. Such offer caeist a proposal to buy a purchase option for eepri
of U.S. $1.5 million to buy, if Emdersa’s spin-afhis completed within a term of two years, 78.44% of
the Company’s direct and indirect stake in EDELARW.S. $20.29 million, to be paid in two
installments. The purchase option was paid by thebon September 16, 2011.

On December 31, 2012, Andes Energia’s purchaseropkipired. On September 17, 2013, the
Company approved an irrevocable offer for the shiés indirect stake in Emdersa, the parent coryipan
of EDELAR, to ERSA and the transfer of certain dét®teld against Emdersa and EDELAR.

The offer was accepted and the transaction closedatober 30, 2013. The total price agreed
upon amounts to Ps. 75.2 million and is payablt&2ié monthly and consecutive installments, with a
grace period of 24 months.

Offer for the acquisition of EDEN

In 2013, the Company received offers from two inwesnt groups for the acquisition of all of

the shares of AESEBA, the controlling company oD On February 27, 2013, our Board of Directors
approved the acceptance of the offer by Serviclésticos Norte BA S.L. (the "Purchaser") for the
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acquisition of AESEBA's shares representing 100%safapital stock and voting rights. The price
offered by the Purchaser is payable through thieetgl of Edenor's debt securities for an amount
equivalent, at the closing date of the transactimapproximately U.S. $80 million of face valuesoich
securities. Such delivery is secured by the Puemtgsontribution to a trust (the "Management Tust
Ps. 326 million in Argentina's public debt secestivalued at the closing date of the transaction.

Furthermore, in order to implement this transatam March 19, 2013, a Management Trust
was set up by and among Purchaser (as settlorjtyElqust Company (Uruguay) S.A. (as trustee) and
Edenor.

On April 5, 2013, we divested AESEBA which resdlte a loss in our Financial Statements for
2013 of about Ps. 194.3 million (a Ps. 104.9 millioss after income tax effect). As of the datéhis
annual report, Aeseba’s sale trust purchased inpgke market U.S.$ 68.0 million principal amount of
our Notes due 2022 and U.S.$ 10.0 million princgrabunt of our Notes due 2017. These Notes were
sent to Edenor and cancelled on March 26, 2013.

BUSINESS OVERVIEW

We believe we are the largest electricity distiitmuicompany in Argentina and one of the
largest in Latin America in terms of number of ausers and electricity sold (both in GWh and in Rgso
in 2013. We hold a concession to distribute eleityrion an exclusive basis to the northwestern piart
the greater Buenos Aires metropolitan area andamorthern part of the City of Buenos Aires. As of
December 31, 2013, Edenor served 2,772,893 cussoifiee following table shows the percentage of the
electricity produced and sold by generating comgmttiat was purchased by us in the periods indicate

Demand (GWh)

Edenor Demand as a % of

Wholesale Electricity Markét Edenorz) the Wholesale Electricity
Demand
Market
2013 125,167 24,902 19.9%
2012 121,322 23,933 19.7%
2011 116,418 23,004 19.8%

Source: Compafifa Administradora del Mercado Mayorista Eigmt S.A.(CAMMESA)
@ Demand in the Mercado Eléctrico Mayorista Sist@agonico (Patagonia wholesale electricity madte)EMSP).
@ Calculated as electricity purchased by us andvbeeling system customers.

Edenor Concession

By a concession dated August 5, 1992, the Argemgfinernment granted us the exclusive right
to distribute electricity within our concessionaffer a period of 95 years. Our concession williexpn
August 31, 2087 and can be extended for one additibO-year period if we request the extensioeast
15 months before expiration. The Argentine goveminmeay choose, however, to grant us the extension
on a non-exclusive basis. The concession pericdimigially divided into an initial management poti
of 15 years expiring on August 31, 2007, followsdeight 10-year periods. However, pursuant to the
terms of the concession we could request, at otiorgthe extension of the initial management prio
for an additional 5-year period from the entry iftiece of the new tariff structure to be adoptedemhe
Integral Tariff RevisionRevision Tarifaria Integral, or “RTI”) process, subject to the ENRE’s approval
We presented requests for such extension in Ma7&td on July 5, 2007, and the ENRE, pursuansto it
Resolution No. 467/2007, agreed to extend theainitianagement period for an additional period fi
years from the date when the new tariff structaradopted under the RTI. The remaining 10-year
periods will run from the expiration of the extemsiof the initial management period.

On January 6, 2002, the Argentine Congress endeéedublic Emergency Law, which
empowered the Argentine government to implemengranother things, monetary, financial and foreign
exchange measures to overcome the economic drfigése measures, combined with the devaluation of
the Peso and high rates of inflation, have hadrarseeffect on public utility companies in Argeratjn
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including us. Under the Public Emergency Law, thigehtine government converted public utility tegiff
from their original U.S. Dollar values to Pesosatexchange rate of Ps. 1.00 per U.S. $1.00, fibze
regulated distribution margins relating to the psmn of public utility services (including eleatity
distribution services), revoked all price adjustt@movisions and inflation indexation mechanisms in
public utility concessions (including our concesgiand empowered the Executive Branch to conduct a
renegotiation of public utility contracts (includiour concession) and the tariffs set therein (iticlg

our tariffs).

In September 2005 we and the Argentine governmeeted into the Adjustment Agreement,
which was ratified by the Argentine Executive Brame January 2007. Because a new Argentine
Minister of Economy took office thereafter, we falhy re-executed the Adjustment Agreement with the
Argentine government on February 13, 2007 undesémee terms and conditions originally agreed.

Pursuant to the Adjustment Agreement, the Argerdmesrnment granted us an increase of 28%
in our distribution margin as a result of the impéntation of a Temporary Tariff Structure (RTT),ie¥h
is effective retroactively as from November 1, 200be Adjustment Agreement is intended to apply
transitionally until we complete the RTI with th&lRE in accordance with the terms of the Adjustment
Agreement. See “ltem 5. Operating and Financiali®ewand Prospects—Factors Affecting Our Results
of Operations—Tariffs.” In addition, the ENRE ajgpl a cost adjustment mechanism for the transition
period during which the RTI process is being coteldicThis mechanism is known as the Cost
Monitoring Mechanism (“CMM?”) and requires the ENRiEreview our actual distribution costs every six
months (in May and November of each year). Ifwhgation between our actual distribution costs and
our recognized distribution costs (as initially templated in the Adjustment Agreement or, if adidst
by any subsequent CMM, the most recent distributiost base established by a CMM) is 5% or more,
the ENRE is required to adjust our distribution giarto reflect our actual distribution cost baskeT
ENRE’s review is based on our distribution costarduthe six-month period ending two months primr t
the date on which the ENRE is required to apply@GMM. We may also request that the ENRE apply
the CMM at any time that the variation in our distition cost base is at least 10% or more. Bectngse
Adjustment Agreement is effective retroactivelyodtNovember 1, 2005,in May 2006, the ENRE
determined that our distribution cost base incredse8.032% (compared to the distribution cost base
recognized in the Adjustment Agreement), and, atingty, approved an equivalent increase in our
distribution margin effective May 1, 2006. Thisiiease, when compounded with the 28% VAD increase
granted under the Adjustment Agreement, resultethioverall 38.3% increase in our distribution
margins charged to our non-residential customels,fson February 13, 2007, the ENRE authorizedus t
bill our customers (excluding residentialcustoméhg)retroactive portion of the 38.3% increase
(corresponding to the period from November 200%aiouary 2007), which amounted to Ps. 218.6 million
and has been invoiced in 55 monthly installmentsesiFebruary 2007.

In October 2007, the Argentine Secretariat of Engf§E”) issued Resolution No. 1037/2007,
which granted us an increase of 9.63% in our thigtion margins to reflect an increase in our distiion
cost base for the period from May 1, 2006 to AB€i| 2007, compared to the recognized distributmst ¢
base as adjusted by the May 2006 CMM. However,itici®ase was not incorporated into our tariff
structure until 2008, and, instead, we were allotgecttain the funds that we are required to coked
transfer to the fund established by the ProgranthfeiRational Use of Electricity Power (Programa de
Uso Racional de la Energia Eléctrica, or “PURER"program established by the Argentine government
in 2003 in an attempt to curb increases in eneggyahd, to cover such CMM increase and future CMM
increases.

In July 2008, we obtained an increase of approxéigdt7.9% in our distribution margin, which
we incorporated into our tariff structure. Thisnease represented the 9.63% CMM increase
corresponding to the period from May 2006 to ARAD7 and the 7.56% CMM increase corresponding to
the period from May 2007 to October 2007. These Chljustments were included in our tariff structure
as of July 1, 2008 and resulted in an average aseref 10% for customers in the small commercial,
medium commercial, industrial and wheeling systategories and in an average increase of 21% for
residential customers with bi-monthly consumptiewels over 650 kwWh. In addition, by Note No.

83,818, the ENRE authorized us to be reimbursed tte PUREE funds for the retroactive portion of
the 7.56% CMM increase amounting to Ps. 45.5 milfar the period between November 2007 and June
2008.

Furthermore, we requested an additional increasermistribution margins under the CMM to
account for fluctuations in the distribution cossb for the period from November 2007 to April 2008
comparison to the distribution cost base recognimethe CMM in November 2007. In 2008, the ENRE
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adopted Note No. 81,399, which authorized a 5.781¥ease under the CMM for the November 2007 —

April 2008 period.

As of the date of this annual report, we have retpeetwelve additional increases under the
CMM since May 2008, eleven of which have been recgl by ENRE pursuant to Resolution 250/13
and Note No. 6,852/13 of the SE with retroactivieeifas of May 2008 until September 2013. However,
these increases have not yet been incorporateadimttariff structure. Under the terms of the Adjoent
Agreement, these twelve increases should have ipeenporated into our tariff structure in May and
November of each year from 2008 onwards.

As of December 31, 2013, we had submitted to thREMvelve requests for CMM adjustments

as described in the table below

Period
November 2007 - April 2008
May 2008 - October 2008
November 2008 - April 2009
May 2009 - October 2009
November 2009 - April 2010
May 2010 - October 2010
November 2010 -April 2011
May 2011 - October 2011
November 2011 -April 2012
May 2012 - October 2012
November 2012 - April 2013
May 2013 -October 2013

Cummulative

Application Date
May-08
Nov-08
May-09
Nov-09
May-10
Nov-10
May-11
Nov-11
May-12
Nov-12
May-13
Nov-13

CMM Adjustment Requested

5.79%
5.68%
5.00%
5.03%
6.83%
7.48%
6.12%
7.69%
8.54%
6.98%
6.88%
7.90%
116.65%

Status
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs
Granted but not incorporated into tariffs

Neither granted nor incorporated into tariffs

As of December 31, 2013 and 2012 the amounts ¢elldry Edenor through the PUREE (net
of the effects of Resolution 250/13 and Note N&&AB8&3 of the SE in the year 2013), amounted to Ps.
108.6 million and Ps. 1,2778illion, respectively, and have been disclosed nodeer non-current

liabilities.

The following are the key provisions of the Adjustmh Agreement, which are described

elsewhere in this annual report:

* acost adjustment mechanism (CMM), pursuant to vbier distribution costs are
reviewed semiannually (or, under certain circumsanmore often) and adjusted if
deemed appropriate by the ENRE to cover increasearidistribution costs;

* an obligation to make capital expenditures of apipnately Ps. 204 million for specific
projects in 2006, which we complied with althougé were not required to given that the
Adjustment Agreement was not ratified in 2006;

» our obligation to meet specified more stringenver quality standards than as originally
contemplated in our concession;

* arestriction on our ability to pay dividends withi@rior ENRE approval during the

period in which we are conducting the RTI;

» forgiveness of approximately one-third of our aech@nd unpaid fines, subject to meeting
certain conditions relating to capital expenditusbgations and service quality
standards, and a 7-year payment plan for the balaoenmencing 180 days after the date

on which the RTI comes into effect;

» our obligation to apply a social tariff regime fow-income customers, which regime will

be defined in the context of the RTI; and

e our obligation to extend our network to providevess to certain rural areas.



Furthermore, the necessary steps to regularizsitingtion and restore the economic and
financial equation of our business are being imgleted, taking into consideration the increasesrdszb
in operating costs. At the same time, administeatind judicial actions have been brought aimed at
obtaining both CMM recognition and that the oveeddictricity rate review stipulated in the Adjustme
Agreement be carried out by the ENRE. We canndtiprevhen or how the RTI will be implemented.

On November 23, 2012, the ENRE issued Resolutionr3M@/2012, pursuant to which it
established fixed and variable charges differestidty category of customers.Distribution companies
will collect such charges on account of the CMMuatinents stipulated in clause 4.2 of the Adjustment
Agreement and will use exclusively to finance isfracture and corrective maintenance of their
facilities. Such charges, which will be clearlymdiied in the bills sent to customers, will be dsjped in
a special account to be managed by the trustee.

On December 28, 2012, the Company filed a judigededy éccion de amparo) against ENRE
seeking to protect the Company’s constitutionahtsgelating to the provision of a secure and cuiirig
public service of distribution of energy. To fillee accion de amparo the Company considered that the
ENRE's omission to implement the necessary measarggarantee the provision of the public servite o
distribution of energy, such as failure to recogrtize CMM adjustments that the Company has reqiieste
and the delay to implement the new tariff structumeer the RTI, have led to an unstable situatibichv
threatens the regular provision of the public serviAs a consequence, the Company is seeking &nobt
the necessary funds to provide the public servitalistribution of energy as contemplated in its
concession agreement. On February 19, 2013, théordht Court of First Instance in Federal
Administrative Claims Tribunal No. 12 (Juzgado Me@l de Primera Instancia en lo Contencioso
Administrativo Federal No 12) served summons to ENddd at the same time denied the preliminary
injunction requested by the Company. This resofutias timely appealed by the Company. With the
publication of the Resolution 250/13 and Note 6/832we believe that the SE has put an end to the
administrative proceeding. On June 29, 2013, the@2my brought an action to prevent the legal astion
to avoid claims related to compliance with the Adjnent Agreement and compensation for damages
from being time barred.

Secretary of Energy — Note 8,752

The ability of Edenor to increase its tariffs masoabe affected by Note No. 8,752 of the SE,
which is being challenged in various provinces oféntina. See “Item 3. Key Information—Risk
factors—Risks Relating to the Electricity Distrimn Sector—The Argentine government has intervened
in the electricity sector in the past, and is lk&l continue intervening.”

Geographic Exclusivity

Our concession gives us the exclusive right taibiste electricity within our concession area
during the term of our concession. Under our casioes neither the national nor the provincial ardb
governments may grant further concessions to opetattricity distribution services within our
concession area. In that respect, we are obligatedtisfy all of the demand for electricity origted in
our concession area, maintaining at all times @igequality standard that has been establishediin
concession. This geographic exclusivity may be ieated in whole or in part by the Executive Braifch
technological changes make it possible for thegndistribution industry to evolve from its present
condition as a natural monopoly into a competitiusiness. However, the National or the Provincial
government may only exercise its right to altesappress our geographical exclusivity at the ergach
management period under our concession, by prittewmotice at least six months before the exjuinat
of the then current management period.

Edenor’s concession area is divided into the faltmwoperating territories:

Operating territory Districts

Morén, ltuzaing6, Hurlingham, Merlo, Marcos Pazslteras and La Matanza
Ciudad de Buenos Aires, San Martin and Tres deckFe

Vicente L6épez, San Isidro, San Fernando, TigreEsumbbar

Moreno, Gral. Rodriguez, Pilar, Malvinas Argentinh€. Paz and San Miguel
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The table below sets forth certain information tiaato operating territories of Edenor as of and
for the year ended December 31, 2013:

Ope_rating Area Customers % of Sales
territory (km?) (in thousands)

Morén 1,761 882.7 31.8% 27.6%
Norte 164 862.4 31.1% 27.5%
Olivos 1,624 514.9 18.6% 22.8%
Pilar 1,088 512.9 18.5% 22.2%
Total 4,637 2,772.9 100.0% 100.0%

Our Obligations

We are obligated to supply electricity upon requimgsthe owner or occupant of any premises in
our concession area. We are entitled to chargthéelectricity supplied at rates that are essabli by
tariffs set with the prior approval of the ENRE endpplicable regulations. Pursuant to our congpss
we must also meet specified service quality stadsleglating to:

» the time required to connect new users;

» voltage fluctuations;

* interruptions or reductions in service; and

» the supply of electricity for public lighting and tertain municipalities.

Our concession requires us to make the necessagtinents to establish and maintain quality
of service standards and to comply with stringemmimum public safety standards as specified in our
concession. We are also required to furnish the EMRh all information requested by it and must
obtain the ENRE’s prior consent for the dispositidrassets that are assigned to the provision of ou
electricity distribution services. The ENRE alsquies us to compile and submit various types of
reports regarding the quality of our service arfteotechnical and commercial data, which we must
periodically report to the ENRE.

Under our concession, we may also be requirednitrage rendering services after the
termination of the concession term upon the requietste Argentine government, but for a period taot
exceed 12 months.

We are obligated to allow certain third partiesniedy, other agents and large users) to access
any available transportation capacity within owtidbution system upon payment of a wheeling fee.
Consequently, we must render the distribution seren an uninterrupted basis to satisfy any reddena
demand. We are prohibited from engaging in prastibat limit competition or result in monopolistic
abuses.

In addition, the Adjustment Agreement requires n aur shareholders and former shareholders
to suspend all claims and legal proceedings (inctydrbitration actions) in administrative, state o
federal courts located in Argentina or abroad, #natrelated to measures adopted since the Public
Emergency Law was enacted. After the completiomefRTI, we and our shareholders and former
shareholders must completely waive and desist &bhiwf the above mentioned claims and legal
proceedings. If our shareholders or former shadsheldo not desist from these claims, the Argentine
government will have the right to foreclose on pedge of our Class A common shares and sell these
shares to a third party buyer. If the company grsirareholder or former shareholder re-establishes
initiates a new claim, we must hold harmless thgefitine government in respect of amounts it is
required to pay pursuant to such claims. EDFI aA84& have suspended all such claims against the
Argentine government as part of the Adjustment &grent and, in connection with its sale of its
controlling stake in Edenor, EDFI has agreed tdaviaw its claims against the Argentine government
before the ICSID at the request of Dolphin Eneyi&.
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In accordance with our concession, our controlihgreholder, EASA, has pledged its 51%
stake in our company to the Argentine governmesetaure obligations under our concession. The
Adjustment Agreement requires that the pledge benebed to secure our obligations under such
agreement.

Quiality Standards — Edenor’s Concession

Pursuant to Edenor’s concession, we are requiretett specified quality standards with
respect to the quality of the product (electricépd the delivery of the product. The quality stndd
relating to the product quality refer to the elwity’s voltage levels. A disturbance occurs witleere is
a change in the voltage level. Edenor’s concegsiquires that the voltage level that we delivesthine
3x380/220 V; 13.2 kV; 33kV; 132 kV; 220 kV. Edermroncession provides that disturbances in the
voltage level may not exceed the following (in aclamce with international standards):

HIgh VOIAGE ...covviiciii it -5.0%to +5.0%
Overhead network (medium or low voltage) ..cccceeeevvveevveeeee.. -8.0% to +8.0%
Buried network (medium or low voltage) ......ccceovveeeeiveeennee. -5.0%to +5.0%
RUFA ... e ~10.0% to +10.0%

A fine is imposed under Edenor’s concession fotudisances that exceed the above-mentioned
limits for 3.0% or more of the total amount of tinthat electricity is provided. The amount of theefi
depends on the magnitude of the disturbance. Adigttierbance’s percentage increases (or decreases)
from the contracted tension level, the rate offthe per kWh increases. These fines are creditédeto
affected user’s next bill.

The standards for delivery of the product set famtBEdenor’s concession refer to the frequency
and duration of the interruptions. The followinglasets forth the standards set forth in our cssice
with respect to the frequency and duration of mfetions per customer during the current management
period:

Frequency of
interruptions
(maximum number of Duration of interruption
interruptions per (maximum amount of time

Category of user semester) per interruption)®
HIgh VOIAGE ... e 3 2 hours
Medium VORAGE ........ceeiveiiiiiiiii it e saens 4 3 hours
Low voltage: (small and medium demand).................... 6 10 hours
Large demand..........ccooveeveeiiiieies e e 6 6 hours

@ Interruptions of less than three minutes are roairoed.

These standards may be changed during subsequeageraent periods and/or pursuant to the
outcome of the RTI.

In addition, pursuant to the Adjustment Agreemeam,have agreed to comply with a medium
delivery standard that reflects our actual avealery standards during the period from 2001 wlfo
2003. This medium delivery standard requires utaply with a maximum number of interruptions per
semester, on average, of 2.761 and a maximum daorafiinterruption, on average, of 5.386 hoursvef
do not meet the delivery standards required byconcession, as set forth in the table above, leut ar
otherwise in compliance with the medium delivednstard under the Adjustment Agreement, we may
withhold payment of any fines that may be imposeder our concession for this failure and use this
amount of unpaid fines for our capital expenditutbwe fail to comply with this measure, we wikb
required to pay the fines.

Pursuant to our concession, the ENRE may fine aséfof our customers suffers more than the
maximum number of interruptions specified for itdagory (excluding interruptions of less than 3
minutes) or suffers interruptions for a longer pdrihan as specified for its category. We pay tliess
by granting credits to the affected customers @irtblectricity bills. Fines are calculated at gerper
kWh that varies depending on the particular tamifprice schedule that is applicable to the custome
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The following table sets forth the frequency andation of interruptions of our service in the
periods indicated:

Year ended December 31,

2013 (*) 2012 2011
Average frequency of interruptions..................... 8.03 6.31 4.73
Average duration of interruption (in hours)......... 19.44 17.53 11.71

(*) Provisional Values

Climatic factors during 2013 had a strong impactjaality indicators, both because of
frequency and duration. Severe extreme weathectaffehe provision of our services during the
exceptional thunderstorms that occurred in Aprd &ecember of 2013 (with winds surpassing 130 km/h
in the latter). Furthermore, a heat wave that aecliduring December 2013 reached a historicalkrdeco
with respect to duration, starting on December2Dd,3 and lasting until the first days of Januaf142
On such occasion, the National Meteorological Serdeclared a red alert in the Metropolitan area of
Buenos Aires. This unprecedented event affecteddhgénuity of the service, both in the MV and LV
networks.

Additionally, in order to satisfy quality standarad@ must meet certain operating requirements
relating to commercial service, including mainteseof the distribution network to minimize failures
and to maximize the useful life of fixed assets bifichg on actual meter records from which custome
bills are generated. We may bill customers usitignases in cases &6rce majeure, but we may not
send a customer who is billed bi-monthly more ttvam successive estimated bills, or more than three
successive estimated bills if billed otherwise.rtR@rmore, estimated bills cannot exceed 8% of tota
billings in each category of customers.

Fines and Penalties

Pursuant to our concession, the ENRE may imposeusfines and penalties on us if we fail to
comply with our obligations under our concession.

Fines relating to our failure to meet any of thalgy and delivery standards described above are
payable by granting credits or bonuses to our coete to offset a portion of their electricity chasg
Since 1996, we have operated a central informatystem that allows us to directly credit custonvens
are affected by these quality or delivery deficieadn the amount of the applicable fines.

Fines and penalties that are not directly reladeautr customers are paid directly to the ENRE.
These include fines imposed on us by the ENRE igrreetwork installations determined to pose a gafet
or security hazard in a public space, includingets and sidewalks. In addition, the ENRE may isie
for inconsistency in technical information that are required to furnish to the ENRE. Fines paith&
ENRE are deposited in the Third Party Reserve Fditde ENRE(Reserva de Fondos de Terceros del
ENRE) in an account at Banco Nacién. Payments acargach account until the amount deposited
reaches Ps. 3 million and then, with the ENRE $iatization, the amount is proportionally distribadite
among our customers.

When we entered into the Adjustment Agreement pt&aber 2005, the ENRE granted us a
payment plan in respect of approximately Ps. 11Bomiof our accrued fines and penalties and agreed
subject to the condition that we meet the quatiiydards and capital expenditure requirements fipeci
in the Adjustment Agreement, to forgive approxinhates. 58 million of our accrued fines and penaltie
According to the terms of the payment plan, we wépay our fines and penalties in fourteen semiahnu
installments, with the first installment due upbae termination of a 180-day grace period beginoimg
the date the RTI comes into effect.

Because the Adjustment Agreement was not ratified danuary 2007, we have recalculated
the amounts of accrued fines and penalties sutgebe payment plan under the terms of the Adjustme
Agreement as well as the amounts subject to fongise. In addition, we are required to make
adjustments to our accrued fines and penaltiesrihdgpayment plan in order to reflect increasesuin
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distribution margins, including the CMM adjustmerfsr the year ended on December 31, 2008, we

recorded adjustments of Ps. 17.2 million, to refle®M adjustments. We have not recorded any

adjustments since 2009. In 2013, the fines andlfes@mposed on Edenor by the ENRE amounted to

Ps. 287.5 million, which represented 8.3% of owergy sales. As of December 31, 2013 our consolidate

fines and penalties amounted to Ps. 923.8 millooanpared to Ps. 662.0 million as of December 31,
2012. We estimate that the ENRE will forgive appmmately Ps. 71.4 million of our accrued fines and

penalties upon the completion of the RTI, and tmawill be required to pay the balance in accordanc
with the payment plan provided for in the AdjustiAgreement, although we cannot be certain of the

amount, if any, that will ultimately be forgiven.

The following table shows the adjustments to Edsrsiandalone accruals for ENRE fines and
penalties, including current fines and penaltied ajustments to past fines due to increases itaoifiis
pursuant to the Adjustment Agreement, for the pkyispecified:

Year ended December 31,

(in millions of Pesos)

Accruals at beginning of year
ENRE Fines and Penalties
Accrued interests

Quality of Technical Service

Quality of Technical Product

Quality of Commercial Service
Public Safety

Transport Technical Function
Reporting Violations

Others

Less: Paid during period:
Quality of Technical Service
Quality of Technical Product
Quality of Commercial Service
Public Safety

Transport Technical Function
Others

Total paid during period

Plus: Adjustment to fines and penalties
pursuant to the ratification of the
Adjustment Agreement

Accruals at year-end

2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
647.4 531.9 4554 778 3316 281.4 241.1 169.7 99.2 63.4 49 19 13.6
2875 116.9 81.1 80 585 483 239 252 72.7 36 14.6 31.7 16.4
_ 5.1 _ _ _ _ _ _ _ _ _ _ _
176.3 75.7 a7 46 15 5.21 7 10.4 49 47 3.2 5.6 5.2
18.7 12.4 3.2 3.4 31 3 0.9 0.6 1.1 6.9 6.5 55 2.9
13.9 6.8 5.1 3 2.4 61 11 1.2 — 1.2 05 15 17
37.6 17.7 19.8 19.4 34 11.6 10.3 6.7 254 10.9 2 49 42
2.3 0.2 0.6 0.4 0.3 30 02 0.4 — 0.2 0.2 0.2 —
25.8 34 42 6.6 3.7 2.9 44 56 33.7 12.2 1.7 4.9 1.9
13.0 0.9 1.3 1.3 — — — 0.2 75 — 0.4 9 0.5
— — — — — — — — 1.6 [ — 0.9 3.3
— — — — — — — — — — R — 2.3
11.1 6.5 45 1.9 3.7 — 15 0.4 0.1 0.1 0.1 0.3 1.4
- — 0.1 8.9 1.6 — — — — — — 2.1
- — — — — 0.2 0.3 — — 0.1 0.4 0.2
- — — — — — — 0.6 — — — 1.7
111 6.5 45 2 12.6 16 71 0.7 2.3 0.1 0.2 16 11
— — — — — 17.2 18.1 47 — — — — —
923.8 647.4 531.9 455.4 3775 331.6 281.4 241.1 169.7 99.2 634 49 19

Note: The facts or events that generated the araehatged in each period may have occurred in penods and not necessarily in the period in which

the charge is made.

Due to the disruption in the provision of serviesulting from a power outage during a heat-
wave that occurred between December 20 and Dece8db@010 in our concession area, the ENRE

issued Resolution No. 32/11 in February 2011wherebdyvere fined in the amount of Ps.1.1 million and

ordered to compensate those customers who hadalffeeted by power cuts for approximately Ps.21.2
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million. We have filed a direct appeal with the Agtlpte Court in Contentious and Administrative
Federal Matters No. 1, requesting that such reisolltte declared null and void.

Additionally, we filed a petition for the grantiraf a precautionary measure which aimed at
suspending the application of the fine imposed andiecision on the direct appeal is issued. Oril 28
2011, the court denied the request for a precaatjomeasure. As a consequence, we filed a federal
extraordinary appeal Recurso Extraordinario Federal”) which was dismissed. We then filed an appeal
(“Recurso de Queja por apelacion denegada”) wighShpreme Court requesting that the rejected
extraordinary federal appeal be sustained, whiaf #se date of this annual report has not beevived.
Furthermore, on July 8, 2011, we requested thateof the substance of the case be served on the
ENRE. Having this procedural step been carriedaodtthe service of notice been answered, the
proceedings are awaiting resolution. As of Decenie2013, Edenor estimated a potential obligation
Ps. 34.9 million as a result of ENRE Resolution B2/2011 and registered an accrual for this amwunt
its financial statements for the year ended Dece@bg2013.

On April 24, 2013, we were notified that the dirappeal on the merits had been denied by the
Appellate Court in Contentious and AdministrativedEral Matters No. 1. We have appealed this
decision to the Supreme Court of Justice on May2033. As of the date of this annual report, the
appeals to the Supreme Court on the merits antleodenial of the request for a precautionary measur
have not yet been resolved

On November 15, 2012, the Company was notified BIRE’'s Resolution N0.336/2012,
pursuant to which the office in charge of enforcihg ENRE’s regulations was instructed to immediate
initiate the corresponding sanction proceedingasdo have the distribution companies EDENOR and
EDESUR S.A.( “Edesur”): (a) determine the customerffected by the power cuts occurred as a
consequence of failures between October 29 and mloge 14, 2012; (b) determine the discounts to be
recognized to each of the affected customers; apdrédit such discounts towards the final disceunt
that will result from the evaluation of the TechaliService Quality relating to the six-month cohtro
period.

In addition, it was resolved that the Company adddtr shall compensate each “small demand
residential customer” (T1R) who had been affectgthle power cuts occurred during the aforementioned
period. The amount of the compensation dependsi@tength of the power cut which must have lasted
more than 12 continuous hours. We have recorded 1828 million provision in connection with this
compensation.

On January 7, 2014, we were notified of ENRE’s Re&m 1/2014 whereby the ENRE ordered
the payment of compensation to each user affegtetidoextreme weather occurring in December 2013
and January 2014. A credit determined by the dumadif the interruption of service is being recoguiz
to each affected user in the Company’s invoicesl tiné¢ credit is cancelled, increasing in a 100%
compensation for those users who have been affegtsinilar interruptions of supply in previous yga
The total compensation amounts to Ps. 77.5 million.

Foreclosure on the Pledge of Our Class A common shares or Revocation of Our Concession

Pursuant to the terms of the Adjustment AgreentaetArgentine government may foreclose on
the pledge of Edenor Class A common shares antheail in a public bidding process if any of the
following occurs:

» Edenor incurs penalties in excess of 20% of ousgemergy sales, net of taxes (which
corresponds to our energy sales) in any given year;

» EASA, fails to obtain the ENRE’s approval in conti@c with the disposition of our Class
A common shares;

* material and repeated breaches of the Concessamaremedied upon request by the
ENRE;

» EASA creates any lien or encumbrance on our ClassrAmon shares (other than the
existing pledge in favor of the Argentine governtgn

» EASA or Edenor obstruct the sale of the Class Armomshares at the end of any
management period according to the terms of thee€ssion;
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» our shareholders amend our articles of incorpanatiovoting rights in a way that modifies
the voting rights of the Class A common sharesavittihe ENRE’s prior approval; or

» our shareholders or former shareholders fail testi&®m any ICSID claim brought against
the Argentine government following the completidritee RTI process and the approval of
a new tariff regime. One of our indirect sharehdadde currently engaged in a dispute with a
former shareholder of EASA in connection with thisgension and release of such ICSID
claims. See “Item 8. Financial Information—Legatlakdministrative Proceedings—Legal
Proceedings—Other Legal Proceedings.”

Upon the occurrence of any of these events, themtige government will have the right to
foreclose on the pledge of our Class A common shane exercise the voting rights of the Class A
common shares until the transfer of such sharasw purchaser occurs, at which time EASA will
receive the proceeds of such transfer, net of eifspe penalty payable to the Argentine government.

In addition, under the terms of our concession Atgentine government has the right to revoke
our concession if we enter into bankruptcy andAtgentine government decides that we may not
continue rendering services, in which case allwfassets will be transferred to a new state-owned
company that will be sold in an international patididding process. At the conclusion of this bidi
process, the purchase price will be delivered ¢édodinkruptcy court in favor of our creditors, neaoy
debt owed by us to the Argentine government. Aasydual proceeds will be distributed among our
shareholders.

Periodic bidding for control of Edenor

Before the end of each management period undecangession, the ENRE will arrange for an
international public bidding procedure to be coridddor the sale of 51% of our capital stock antngp
rights in similar conditions to those under whicRFA acquired its stake. EASA will be entitled to
participate in the bid. The person or group offgrihe highest price will acquire the stock and pély
the offered price to EASA. If EASA is the highegdder or if EASA’s bid equals the highest bid, itlw
retain 51% of our stock, but no funds will need&paid to the Argentine government and EASA will
have no further obligation with respect to its bithere is no restriction as to the amount EASA iy
In the event EASA fails to submit a bid or its ilBdower than the highest bid, the Class A common
shares will be transferred to the highest biddertae price paid by the purchaser (except for any
amounts owed to the Argentine government) will bévered to EASA.

The first management period was set to expire oguatu31, 2007. We presented a request for a
five-year extension of the initial management p&ifoMay 2007 and on July 5, 2007, the ENRE,
pursuant to the ENRE resolution No. 467/2007, abteeextend the initial management period for an
additional five years from the date that the nenifftatructure is adopted under the RTI. The remra
10-year periods will run from the expiration of txtension of the initial management period.

Default of the Argentine government

If the Argentine government breaches its obligationsuch a way that we cannot comply with
our obligation under our concession or in such g tlat our distribution service is materially affed,
we can request the termination of our concessiier, giving the Argentine government 90 days’ prior
notice. Upon termination of our concession, all assets used to provide our electricity distributio
service will be transferred to a new state-ownedpgany to be created by the Argentine government,
whose shares will be sold in an international publdding procedure. The amount obtained in such
bidding will be paid to us, net of the payment o§ @ebt owed by us to the Argentine governments plu
compensation established as a percentage of thabigrice, ranging from 10% to 30% depending on
the management period in which the sale occurs.

Edenor Network

As of December 31, 2013, the system through whielsupply electricity was composed of 74
Sub-Stations of high/high voltage, high/high/medivnitage and high/medium voltage, representing
14,943 MVA of transformer capacity and 1,413kiloarstof high-voltage power lines 220 kV, 132 kV
and 27.5kV. The distribution system of medium/loolitage was comprised of 15,909 transformers of
medium/low voltage, representing 6,505MVA of tramisfier capacity, 9,738 kilometers of
medium-voltage power lines 33 and 13.2 kV and 26 J8meters of low-voltage power lines 380 V.

42



The following table provides certain informatiomeerning our transmission and distribution
system as of the dates presented:

At December 31,

2013 2012 2011
Kilometersof transmission lines
HIGN VOITAIGE ... e 1,413 1,410 1,382
Medium voltage ... 9,738 9,573 9,446
[0 VY o] = To R 25,806 25,479 25,328
TOUA ettt eme ettt ettt e ettt emeamne et ne 36,957 36,462 36,156
Transformer capacity (MVA)
High voltage/high VOIAgE...........cceiuiiiceemeee et 7,908 7,948 7,648
High voltage/medium VOItage ...........cccovvvveeneiiierieieeciee e 7,035 6,755 6,695
Medium voltage/low voltage and medium voltage/mediwltage.... 6,505 6,238 6,025
O ettt ettt et b et b e e e n e b e ene 21,44¢ 20,941 20,36¢

Demand is provided from points of interconnectiathwhe Argentine Interconnection System
(Sstema Argentina de Interconexion, or SADI) (500 kV-220 kV Rodriguez Substation, 280Ezeiza
Substation) and from the local Puerto and Costapewnaer plants. In turn, the transmission netwankdi
these nodes with head sub-stations of 220 kV: @asarColegiales, Malaver, Matheu, Morén, Talar and
Zappalorto, and 132 kV Matanza, Ramos Mejia, Agnoi@o Puerto Nuevo and Edison.

This transmission and subtransmission system {heSystem”), together with the Edesur and
Edelap S.A. (“Edelap”) systems, forms the Greateeri®s Aires (GBA) system. The GBA system is
operated by the Sociedad Andnima Centro de Movitnide Energia (SACME), 50% of whose share are
owned by us and Edesur. SACME is responsiblenf@mtanagement of regional high-voltage
distribution in the greater Buenos Aires metropalitirea, coordinating, controlling and supervisireg
operation of the generation, transmission and gsutstnission network in the City of Buenos Aires and
the greater Buenos Aires metropolitan areas, imetudoordination with the SADI in our and Edesur’s
concession areas. SACME also represents its shidegh in the control of distribution for those
concession areas.

We distribute energy from the sub-stations of higgdium voltage through the primary 13.2kV
and 33kV system to a secondary 380/220 V low-veltsgstem. Our distribution network, consisting of
several transformers, power lines and substatitiagjbutes the electricity to final users with ieat
voltages depending on the requirements of end uSerain customers, however, are supplied with
power at significantly higher voltages.

In May 2012, we finished the construction of th®2 Edenor network linking of the local
generation Central Puerto and Central Costanam@ygh Malaver substation. This extension was ddfine
by the Resolution 1875/05 of the Secretary of Eyerdd it allows the increase in supply capacitybg
MW. In December 2012, the third transformer of 300A-220/132 kV was put into service in
Malaver’s substation. We are currently working wite SE towards the installation of a new transéarm
of 500/220 kV to 800 MVA in the Rodriguez Substatiavith financing by the Administration of
Transport and Electric Supply Works Trust (FOTARYe believe that this addition will allow us to rhee
the increasing energy demands in the medium argitenm throughout our concession area. See “ltem
5. Operating and Financial Review and ProspectsteFa Affecting Our Results of Operations—
Demand—Capacity Demand.”

Systems

During 2013, we continued to consolidate the SystBfan and Medium-Term Plan for
Telecommunications. The major projects implementece the following:

* With respect to the central CC&B (Customer Care i) system implemented during
2012, the activities concentrated mainly in theteyss stabilization and optimization, as
well as in the incorporation of new functionalitiegented to controlling and speeding up
different processes.

* Regarding our technical system (Nexus), new vessiaere implemented including the
placement installation of LV generators and priovial overhead wires as well as the
dispatch of mobile devices for grouped documentse Quality Services modules, SVP
ENRE and New Supplies were improved. A website iserfor processing incoming
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complaints from customers with energy supply intptions linked to the ENRE’s web
page was installed and new functionalities in c#dlsverify the interruptions of energy
supply added, so as to optimize mobile dispatch.

» As for the SAP system, the most important develagméave been the improvement and
administration and control tools for FOCEDE, theiovement in the lecture circuit which
feeds CC&B and implementation of automation in tise of handhelds and the certifying
process of the PM module services to fleet manageme

* The Qlickview tool was implemented, allowing ragdcess to information with different
extraction and visualization criteria. This toolngeates reports in a flexible way, giving
valuable support to many areas of the Company.

» Within the Technology framework, the major develgms have been the replacement of
disc storing solutions for new Hitachi equipmenthagreater performance and monitoring
of the CC&B components to assess compliance walbttch chain,the implementation of
a new security model for Unix and implementation af critical user’'s password
administration process. Data was migrated to tsedwaailable version of SCOM (Microsoft
operations control) PowerCenter (for systems imtegn) and Foglight (data base and
operative system monitoring).

e Edenor 2.0 Project, which began in the month ofoBet 2013, comprises a web solution
and an application for Iphone, Android and Windowsione which when fully
implemented, will allow the customer to acknowledieir technical claims, print the last
issued invoice, consult commercial data, take diaten an internal lecturer and receive
notifications of various kinds.

Telecommunications:

» During the year 2013, Edenor’'s mobile phone netwods entirely replaced, currently
reaching up to 2000 ports of the new IP technoldgys last generation technological leap
includes new integration facilities between the dind the mobile phone network for a
better connectivity service for all personnel, ipeiedently of their location.

* An improvement in connectivity was implemented i85 Commercial Offices which
involved the installation of new communication knland an increase in bandwidth
through fiber optic cables.

 New functionalities were added for the IVR platforim order to execute the new
automatic telephone campaigns, which by meanstefephone call may verify the most
recent energy level and depending on the customepdy, close the complaint opened
with the Nexus system.

* Adjustments were made at the Call Center, adding leenses for additional service
posts and communication linkages in order to assloetter customer service.

* Multiple internet links were added, distributed it the corporate network, aimed at
improving the company’s mail network.

Customers

The following graph shows the evolution of our cusér base through December 31, 2013:
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As of December 31, 2013, Edenor served 2,772,8%@mass. We define a “customer” as one

Edenor Tariff Categories
Edenor classifies its customers pursuant to tHeviarhg tariff categories:

¢ Residential (T1-R1 to R9): residential customerssehpeak capacity demand is less than
10kW. In 2013, this category accounted for apprately 42% of our electricity sales.

¢ Small commercial (T1-G1 to T1-G3): commercial cas¢éos whose peak capacity demand
is less than 10kW. In 2013, this category accalfde approximately 8%of our electricity
sales.

¢ Medium commercial (T2): customers whose peak cépdeimand is equal to or greater
than 10kW but less than 50kW. In 2013, this catggocounted for approximately 9% of
our electricity sales.

¢ Industrial (T3): industrial customers whose pegkacity demand is equal to or greater than
50kW. This category is applied to high-demand augtrs according to the voltage at
which each customer is connected. The voltageeitgluded in this category are the
following: (i) Low Voltage (LV): voltage less thar equal to 1 kV; (ii) Medium Voltage
(MV): voltage greater than 1kV but less than 66 &xd (iii) High Voltage (HV): voltage
equal to or greater than 66kV. In 2013, this catggccounted for approximately 16% of
our electricity sales. This category does notudel customers who purchase their
electricity directly through the wholesale eledtsianarket under the wheeling system.

¢« Wheeling System: large users who purchase theitreligy directly from generation or
broker companies through the wholesale electrivigyket. These tariffs follow the same
structure as those applied under the Industrigigeat described above. As of December
31, 2013, the total number of such large usersA8s and in 2013 this category
represented approximately 20% of our electricitesa

¢ Others: public lighting (T1-PL) and shantytown ausers whose peak capacity demand is
less than 10kW. In 2013, this category accounte@pproximately 5%of our electricity
sales. See “—Framework Agreement (Shantytowns).”
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We try to maintain an accurate categorization afaustomers in order to charge the appropriate
tariff to each of its customers. In particular, fiweus on our residential tariff categorizationdtih
minimize the number of commercial and industrisgdtomers who are classified as residential customers
and identify residential customers whose peak dgpdemand exceeds 10kW and therefore do not
qualify as residential customers.

We rely on the following measures to detect inotttyecategorized customers:
* reporting by our employees tasked with reading mefermation to identify observed
commercial activities which are being performedésidential customers,

» conducting internet surveys to identify advertisatador commercial services (such as
medical or other professional services) that aneelil to a residential customer’s address,
and

* analyzing customer demand to determine whethermhweld further evaluate the peak
capacity demand of a given customer whose use raigiged 10kW.

Reading, Billing and Collecting

We bill our customers based on their category pfise. Residential and small commercial
customers are billed a fixed charge payable bi-iigreind a variable charge based on each unit afjgne
consumed. The price of these charges, in turretisrcthined based on the bi-monthly consumption
registered by each customer, which is divided sutlbcategories for each of our residential and small
commercial customers as follows:

Residential (Tariff 1-R or T1-R):

e Tariff 1-R1: bimonthly energy demand less thanguad to 300 kWh

e Tariff 1-R2: bimonthly energy demand greater that RwWh

e Tariff 1-R3: bimonthly energy demand greater that BWh and less than 800 kwWh

» Tariff 1-R4: bimonthly energy demand greater th@t 8Wh and less than 900 kwh

e Tariff 1-R5: bimonthly energy demand greater tha@t Wh and less than 1000 kWh
e Tariff 1-R6: bimonthly energy demand greater th@611kWh and less than 1200 kwWh
e Tariff 1-R7: bimonthly energy demand greater tha@LkWh and less than 1400 kwh
e Tariff 1-R8: bimonthly energy demand greater thd4@LkWh and less than 2800 kwh
» Tariff 1-R9: bimonthly energy demand greater th83@kWh

Small commercial (Tariff 1-G):

» Tariff 1-G1: bimonthly energy demand less thanauad to 1600 kWh

e Tariff 1-G2: bimonthly energy demand greater th&8@ kWh but less than or equal to
4000 kWh

e Tariff 1-G3: bimonthly energy demand greater th@6GtkWh

Medium commercial customers (Tariff T2) are bileeéixed charge based on a fixed amount of
capacity that is payable monthly and a variablegd®&ased on each unit of energy consumed.

Industrial customers (Tariff T3) are billed two ntioly fixed charges based on capacity during
peak hours and non-peak hours and three variablges for each unit of energy consumed, which
charges vary based on whether the unit was consdom@ay peak hours (from 6 p.m. to 11 p.rhgras
devalle (valley hours, from 11 p.m. to 5 a.m.) or durihg temaining hours of the day (from 5 a.m. to 6

p.m.).

Public lighting customers are billed a monthly aéie energy charge based on each unit of
energy consumed.
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The table below shows the number of Edenor custeper category at the dates indicated.

As of December 31,

2013 2012 2011
Residential ...............c.ccoooin 2,418,725 2,376,981 2,354,242
Small commercial ..........c.coeeevene. 314,383 311,508 306,541
Medium commercial ..................... 32,276 30,681 30,678
Industrial .........cccooeiiiiiiiiiinn 6,386 6,144 6,006
Wheeling system ..........c.coeevveninn. 713 707 682
Other* ..o, 410 401 399
Total oo 2,772,893 2,726,422 2,698,548

* Represents public lighting and shantytown comrs.

All of the meters are read with portable meter-negderminals, either with manual access or
optical reading (in the case of electronic metersriedium commercial and industrial customers). The
systems validate the readings, and any inconsisteding is checked in the field. Estimates of @unglr
usage are no longer used as a result of this riémgtsystem. Once the invoices are printed, indeleat
contractors in each operating area, that are sutgjestrict controls, distribute them.

Sow-Paying Accounts and Past Due Receivables

When we assumed the operation of the distributyatesn from SEGBA in September 1992,
many residential electricity meters had not beawl fer months, individual customer account
information was unreliable or nonexistent, andtugjland collection systems and procedures required
substantial improvement. The state of these custoaeerds made it difficult to determine how much
electricity individual customers had used and weethey were delinquent in paying for the servitsea
result, one of our primary objectives since 1992 been to address and minimize slow-paying accounts
and past due receivables.

Since 1992, many procedures have been establishheduce delinquency and make collection
possible. Our Commercial Department overseesttlot gbservance of such procedures.

Municipalities’ accounts form a significant numlmérour arrears accounts. The methods of
collection on such arrears vary for each municipadne method of collection is to withhold froneth
municipalities certain taxes collected by us frdm public on behalf of the municipalities and ussngh
taxes to offset any past due amounts owed to wsibly municipalities. Another method of collectisn i
entering into refinancing agreements with the mipaidies. These procedures allowed us to reduce
significantly the number of arrears accounts.

Our past due receivables increased from Ps. 13iflikmas of December 31, 2012 to Ps. 177.5
million as of December 31, 2013. This increasedstmlue receivables was mainly due to a delay in
delinquency actions resulting from the implemepotaf our billing system and distortions in the
amounts billed under the stabilization factor inigidn to the consequences of the preliminary iofiom
awarded pursuant to the request of the Ombudsnelenging the October 2008 adjustment of our
tariffs and to late payments from our governmestamers. The preliminary injunction prohibits usnfr
cutting the supply of energy to customers challegghe October 2008 tariff increase until a decis®©
reached with respect to the Ombudsman'’s claim.“lBera 8. Financial Information—Legal and
Administrative Proceedings—Legal Proceedings—Piiatmy Injunction of the Public Ombudsman.”
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The following graph shows Edenor delinquent balaraseof December 31 of each year:
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We also supply energy to low-income amasuant to the framework agreement with the
Argentine government and the Province of Buenosdifor which certain payments are still owed to us
See “—Framework Agreement (Shantytowns).”

Energy Losses

Energy losses are equivalent to the difference éetvenergy purchased and energy sold, and
may be classified as technical and non-technicaids. Technical losses represent the energy thust is
during transmission and distribution within thewetk as a consequence of natural heating of the
transformers and conductors that transmit the rbétgtfrom the generating plants to the customers.
These losses typically increase in proportion ®amount of energy volume distributed (as has bieen
case for us in recent years). Technical lossem@mal for any energy distributor and cannot be
completely eliminated, though reduced through improents in the network. We believe that the level o
technical energy losses is approximately 7% in t@eswith similar distribution networks. The non-
technical energy losses represent the remaindauragnergy losses mainly due to the illegal usiésof
services and administrative and technical errors.

Energy losses require us to purchase additionabgrie satisfy apparent demand, thereby
increasing costs. Furthermore, illegally tied-isttumers typically consume more electricity than the
average level of consumption for their category &k unable to recover from customers the cost of
electricity purchased beyond the average lossfagt at 10% pursuant to our concession. Thexgefo
the reduction of energy losses, reduces the anufwertergy we have to purchase to satisfy apparent
demand but cannot invoice, and increases the anadehectricity actually sold.

At the time of the privatization of the electricégctor in 1992, our total energy losses were
approximately 30%.At that time, our non-technicades represented 21%, with over half of that artnou
due to fraud and illegal uses of our service. At time also, our non-technical losses were estichat
21%, with over half of that amount due to fraud dledjal use of our service. In response to thénhig
level of losses, we implemented a loss reductian i 1992, which emphasized on accurate
measurement of energy consumption through periadjpections, reduction of administrative errors,
regularization of shanty towns, reduction of illegaiect connections, provision of services to
shantytowns and reduction of technical losses.

At present, our goal is to maintain our energyéssat an optimal level, taking into account the
cost of reducing such losses and the level at wivielare reimbursed for the cost of these lossesrund
our concession. Our procedures for maintaininggtimal level of losses are focused on improving
collections to ensure that customers pay for &llehergy that they consume and making investments i
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our network to control technical losses. To redihectheft of electricity we have implemented vigite
and special technologies, such as much higher mk$wbat cannot be reached using normal ladders,
shields close to the electricity posts, concemaioles, shielded meters and suspension of elégtrici
service, among other remedies. We are experimentithgother programs including teaching low-
income customers how to ration their consumptioayiding low-income customers with the option of
paying in installments and the installation of A&Bepaid meters. We also plan to encourage, throug
subsidies, the installation of special low-enemyps. A final decision with respect to the
implementation of these energy sales measuredargeascale is currently under evaluation by the
ENRE. In addition, the Argentine government haslangented a program through PRONUREE
(Programa Nacional de Uso Racional y Eficiente de la Energia) to distribute low energy consumption
lamps to our customers through agreements with dplities. Since 2008, over 3 million of such lasnp
were distributed to our customers through this pog

The following table illustrates our estimates af #pproximate breakdown between technical
and non-technical energy losses experienced icauression area since 2003.

Year ended December 31,
2013 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003

Technical losses............ 10.3% 10.5% 9.8% 9.8% 9.8% 9.8% 96% 8.6% 8.3% 8.1% 8.0%

Non technical losses..... 27% 28% 28% 2.7% 21% 1.0% 2.0% 25% 27% 3.4% 4.7%
Total losse 130% 133% 126% 125% 119% 108% 116% 111% 110% 115% 127%

As of December 31, 2013, total energy losses rezbby us were 13.0%, out of which technical
losses represented 10.3% and non-technical lospessented 2.7%.

Framework Agreement (Shantytowns)

In accordance with the terms of our concessionsugply electricity to low-income areas and
shantytowns located within our concession are@dtober 2003, Edenor, Edesur and Edelap entered int
a framework agreement with the Argentine Governragutthe Province of Buenos Aires (the “2003
Framework Agreement”) to regulate their supply let#icity to low-income areas and shantytowns.
Under the 2003 Framework Agreement, we are compethéar the service we provide to shantytowns
with funds collected from residents of each shamiyit by a commission formed in each shantytown
therefor. In addition, we are compensated sefdsgriayethe Municipality in which each shantytown is
located, and, if there is any payment shortfallatspecial fund supported by the Argentine Govenime
and the Province of Buenos Aires. Specifically, Alngentine Government contributes an amount equal
to 21%, and the Province of Buenos Aires an ameqgual to 15.5%, of the compensation, net of taxes,
paid by those customers with payment problems ag@mirregularities who are regularized under the
2003 Framework Agreement. On June 23, 2008, Edamered into an amendment to the 2003
Framework Agreement (the “Amended 2003 Framewortedment”) with the Argentine Government,
the Province of Buenos Aires and the other natiefedtric distributors extending the terms of 02
Framework Agreement. This Amended 2003 Framewonie&gent expired on December 31, 2010.

On July 22, 2011, the Company, together with EdasdrEdelap, entered into an addendum
with the Federal Government and the Governmert@frovince of Buenos Aires, for an additional term
of four years of the Amended 2003 Framework Agregnfeuch extension was approved on September
21, 2012 by Resolution No. 248/12 issued by the EMRd ratified by the Ministry of Federal Planning,
Public Investment and Services pursuant to Reswolltio. 247/2012.

As of December 31, 2013 and 2012, our receivadlianes with the Federal Government and
the Government of the Province of Buenos Airestliersupply of electricity to shantytowns amourteed
Ps. 56.9million and Ps. 25.4 million, respectively.

On October 18, 2012, we entered into an agreeroehé settlement of non-financial
obligations and subscription of Buenos Aires Progiovernment Bonds with respect to the amount
owed to us by the Province of Buenos Aires as afdb@er 31, 2010. Pursuant to the agreement, we
agreed to receive an amount of Ps. 325,000 inaaglsubscribe Series B Bonds for a residual nominal
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value of Ps. 6.1 million as settlement of the dbht the Province of Buenos Aires owed to us at
December 31, 2010 for the electric power we sugdgbielow-income areas

Insurance

As of December 31, 2013, we had insurance fordossdamage to property, including damage
due to floods, fires and earthquakes covering up.8& $1,062.3 million, with the following dedudgis:

« transformers, between U.S. $175,000 and U.S. $8bQdepending on their power level);
« equipment of sub-stations (not including transfaspeU.S. $75,000.

» commercial offices, U.S. $1,500 for each office;

» deposits and other properties, U.S. $25,000; and

* acts of terrorism, U.S.$50,000, being the maximosuied amount for this purpose, U.S.$
10,000,000.

We are also insured against theft of cash and siesufor a maximum amount of U.S. $150,000
and U.S. $5,000, respectively.

In addition, we maintain the following insurancebpect to customary deductibles and
limitations:

» Directors’ and Officers’ Liability insurance;
«  Civil Liability insurance;
* Automobile insurance;

* Mandatory life insurance for all our officers andmoyees which is maintained in
accordance with Argentine law; and

» Optional life insurances for all our officers andmoyees

Although we do not have business interruption iaeae, we consider our insurance coverage to
be adequate and in accordance with the prevaitargdards for the industry. See “Item 3. Key
Information. Risk Factors—Risks Relating to OursBiess—In the event of an accident or other event
not covered by our insurance, we could face sicauifi losses that could materially adversely afbect
business and results of operations.”

Environmental Management

In Argentina, the Argentine government, the proiahgovernments and the government of the
City of Buenos Aires are entitled to legislate @tunal resources and environmental protection &sue
The 1994 Constitution reaffirms this principle,igatng to the Argentine government the establishimen
of broad environmental guidelines and to the pragingovernments and to the government of the @fity
Buenos Aires the duty to implement the necessaigligion to attain national environmental goalseT
environmental policy for the electricity markef@smulated by the Secretary of Energy and impleeent
by the ENRE. Areas regulated by the ENRE includetttterance level for electromagnetic fields, radio
interference, voltage of contact and pass, ligpitlss disposal and handling of solid wastes, naisd
vibration admissible levels and use, and the trarisnd storage of hazardous waste, including
polychlorinated biphenyl (PCB), a viscous substambich was historically used to lubricate electrica
transformers. The Argentine Environmental Law iegplithat we eliminate the PCB in our transformers
before the end of 2010.

Over the course of 2009, we completed the removalGBs from all our transformers with

contaminated coolant oils exceeding 50 ppm (paatsllion), the limit established by National Law
No. 25,670.
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As part of our investment plan, we made importargrovements to our network and
implemented technological innovations which reduttedimpact of these improvements on the
environment.We are required to apply for licensemfthe ENRE for all our business activities, which
include certain requirements related to environidgmtotection. We believe that we are in compliaimce
all material respects with all applicable enviromtag standards, rules and regulations establishieted
ENRE, the SE and other federal, provincial and wipal authorities. We have implemented
environmental management programs to evaluate@rmmiental impact and to take corrective actions
when necessary. In addition, we have in place &w@mental emergency plan designed to reduce
potential adverse consequences should an envirdroaetingency occur. Finally, as part of our
environmental actions, we improved and deepenegritgram of rational uses of energy in our building
and in our customer equipment.

Regarding the addition of new installations andtesl construction works, all of the studies
corresponding to the Enviromental Impact Evaluateguired by law are being made. These analyses are
presented to local environmental authorities armhstied to consideration of the local communities i
Public Audiences held as required by applicablelsgpns for the issuance of an Environmental
Aptitude Certificate.

On October 19, 1999, the Argentine Institute of INalization(Instituto Argentino de
Normalizacién) certified that we have an Environmental ManagerSsistem that is in accordance with
the requirements of the standards set by the latiemal Standardization Organization (ISO) as djmeri
in its release, 1ISO 14001, which relates specifidal environmental management systems. This
certification is reaffirmed on an annual basis, tmesently as of December 2012.

Argentine law requires all persons whose activitisis environmental damage, such as us, to
obtain environmental insurance up to a certain mimh coverage or set aside funds in an environmental
restoration fund to pay for environmental liab@githat may arise.

Since the enactment of Resolution No. 481/11 byAttgentine Environment Secretary
(Secretaria de Ambiente y Desarrollo Sustentable de la Nacion), our business is not considered an
activity with significant environmental damage, as@&xempt from the environmental insurance
requirement set forth by Law 25,675 Section 22. elosv, we also have an environmental emergency
plan that details the steps that would be takehédrevent that our operations resulted in any
environmental damage.

Seasonality

Demand for our services fluctuates on a seasorsi.b&or a discussion of this seasonality of
demand, see “Item 5. Operating and Financial RegiBavProspects—Demand—Seasonality of
Demand.”

THE ARGENTINE ELECTRICITY INDUSTRY
Historical Background

Electricity was first made available in Argentimali887 with the first public street lighting in
Buenos Aires. The Argentine government’s involvanie the electricity sector began in 1946 with the
creation of théDireccion General de Centrales Eléctricas del Estado (General Directorate of Electric
Power Plants of the State) to construct and opefatgricity generation plants. In 1947, the Argeat
government createdigua y Energia Eléctrica SA. (Water and Electricity, or AyEE) to develop a &yst
of hydroelectric generation, transmission and itistron for Argentina.

In 1961, the Argentine government granted a comzess theCompafiia Italo Argentina de
Electricidad (ltalian-Argentine Electricity Company, or CIADE)r the distribution of electricity in a
part of the City of Buenos Aires. In 1962, the Amjee government granted a concession formerly held
by theCompariia Argentina de Electricidad (Argentine Electricity Company, or CADE) &ervicios
Eléctricos del Gran Buenos Aires (Electricity Services of Greater Buenos AiresS&GBA), our
predecessor, for the generation and distributioglexdtricity to parts of Buenos Aires. In 1967, the
Argentine government granted a concession to Hiélotriica Norpatagonica S.A. (Hidronor) to build and
operate a series of hydroelectric generation faliIn 1978, CIADE transferred all of its asdetshe
Argentine government, following which CIADE’s busess became government-owned and operated.
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By 1990, virtually all of the electricity supply #rgentina was controlled by the public sector
(97% of total generation). The Argentine governntead assumed responsibility for the regulatiorhef t
industry at the national level and controlled ditre national electricity companies, AyEE, SEGB#la
Hidronor. The Argentine government also represeAfggntine interests in generation facilities
developed or operated jointly with Uruguay, Paragarad Brazil. In addition, several of the Argentine
provinces operated their own electricity companiefficient management and inadequate capital
spending, which prevailed under national and praeirgovernment control, were in large measure
responsible for the deterioration of physical equémt, decline in quality of service and prolifeoatiof
financial losses that occurred during this period.

In 1991, as part of the economic plan adopted byéo President Carlos Menem, the Argentine
government undertook an extensive privatizatiorg@m of all major state-owned industries, including
within the electricity generation, transmission aigtribution sectors. In January 1992, the Argemti
federal congress adopted the Regulatory Framewawk (Law No. 24,065), which established guidelines
for the restructuring and privatization of the éfieity sector. The Regulatory Framework Law, which
continues to provide the framework for regulatiénhe electricity sector since the privatizatiortloif
sector, divided generation, transmission and 8istion of electricity into separate businesses and
subjected each to appropriate regulation.

The ultimate objective of the privatization processs to achieve a reduction in tariffs paid by
users and improve quality of service through coitipat The privatization process commenced in
February 1992 with the sale of several large thegmaeration facilities formerly operated by SEGBA,
and continued with the sale of transmission anttidigion facilities (including those currently apged
by our company) and additional thermoelectric ayarbelectric generation facilities.

Regulatory and Legal Framework
Role of the Government

The Argentine government has restricted its pgaitdn in the electricity market to regulatory
oversight and policy-making activities. These dtigg were assigned to agencies that have a close
working relationship with one another and occadigreven overlap in their responsibilities. The
Argentine government has limited its holding in tmenmercial sector to the operation of internationa
hydropower projects and nuclear power plants. Pdai authorities followed the Argentine government
by divesting themselves of commercial interests@edting separate policy-making and regulatory
entities for the provincial electricity sector.

Limits and Restrictions

To preserve competition in the electricity marlgstrticipants in the electricity sector are subject
to vertical and horizontal restrictions, dependdmgthe market segment in which they operate.

Vertical Restrictions

The vertical restrictions apply to companies thégnd to participate simultaneously in different
sub-sectors of the electricity market. These vaktiestrictions were imposed by Law No. 24,065, and
apply differently depending on each sub-sectoolswis:

Generators

* Under Section 31 of Law No. 24,065, neither a gatien company, nor any of its
controlled companies or its controlling company) ba an owner or a majority shareholder
of a transmitter company or the controlling entifya transmitter company; and

* Under Section 9 of Decree No. 1398/1992, sincestidution company cannot own
generation units, a holder of generation units oaomwn distribution concessions. However,
the shareholders of the electricity generator may an entity that holds distribution units,
either as shareholders of the generator or thrangtother entity created with the purpose
of owning or controlling distribution units.

Transmitters
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* Under Section 31 of Law No. 24,065, neither a ti@ission company nor any of its
controlled companies or its controlling entity d@owner or majority shareholder or the
controlling company of a generation company;

e Under Section 31 of Law No. 24,065, neither a tn@ission company, any company
controlled by a transmission company nor any comgamtrolling a transmission company
can own or be the majority shareholder or the atiiig company of a distribution
company; and

* Under Section 30 of Law No. 24,065, transmissiomganies cannot buy or sell electricity.
Distributors

* Under provision 31 of Law No. 24,065, neither aritisition company, nor any of its
controlled companies or its controlling companyj ba owner or majority shareholder or
the controlling company of a transmission compamg

* Under Section 9 of Decree No. 1398/1992, a distidbucompany cannot own generation
units. However, the shareholders of the electridiggributor may own generation units,
either directly or through any other entity creatéth the purpose of owning or controlling
generation units.

Definition of Control

The term “control” referred to in Section 31 of L&. 24,065 (which establishes vertical
restrictions) is not defined in the Electricity Réagion Framework. Section 33 of the Argentine
Companies Law states that “companies are consideredntrolled by others when the holding company,
either directly or through another company: (1)dscdn interest, under any circumstance, that gthats
necessary votes to control the corporate will iardaneetings or ordinary shareholders’ meeting§2)pr
exercises a dominant influence as a consequertt@dihg shares, quotas or equity interest or due to
special linkage between the companies.” We carsgira you, however, that the electricity regulators
will apply this standard of control in implementitige restrictions described above.

Horizontal Restrictions

In addition to the vertical restrictions descritasbve, distribution and transmission companies
are subject to horizontal restrictions, as desdritelow.

Transmitters

» According to Section 32 of Law No. 24,065, two asrstransmission companies can
merge or be part of the same economic group onhelf obtain an express approval from
the ENRE. Such approval is also necessary wheanarrission company intends to acquire
shares of another electricity transmission company;

» Pursuant to the concession agreements that gdwesetvices rendered by private
companies operating transmission lines above 132Kavbelow 140Kw, the service is
rendered by the concessionaire on an exclusive bbasr certain areas indicated in the
concession agreement; and

» Pursuant to the concession agreements that gdwesetvices rendered by the private
company operating the high-tension transmissiovices equal to or higher than 220Kw,
the company must render the service on an exclisises and is entitled to render the
service throughout the entire country, withoutiterial limitations.

Distributors
« Two or more distribution companies can merge opdoe of the same economic group only
if they obtain an express approval from the ENRE:HSapproval is necessary when a

distribution company intends to acquire sharesotlzer electricity transmission or
distribution company; and
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» Pursuant to the concession agreements that gdwesetvices rendered by private
companies operating distribution networks, theiseris rendered by the concessionaire on
an exclusive basis over certain areas indicatéldeitoncession agreement.

2001 Economic Crisis

At the end of 2001 and beginning of 2002, Argengrperienced an unprecedented crisis that
virtually paralyzed the country’s economy througbstnof 2002 and led to radical changes in governmen
policies. See “ltem 5. Operating and Financial Bevand Prospects—Factors Affecting Our Results of
Operations—Argentine Economic Conditions.” Theisrand the Argentine government’s policies
during this period severely affected the electyisiéctor. Pursuant to the Public Emergency Laveteda
to address the crisis, the Argentine governmengranother measures:

» converted public utility tariffs from their origih&.S. Dollar values to Pesos at a rate of Ps.
1.00 per U.S. $1.00;

» froze all regulated distribution margins relatiogte provision of public utility services
(including electricity distribution services);

» revoked all price adjustment provisions and inflatindexation mechanisms in public
utility concessions (including energy concessioasj

* empowered the Argentine Executive Branch to conduenegotiation of public utility
contracts (including energy concessions), includivegtariffs for public utility services.

These measures, combined with the devaluationeoP#s0 and high rates of inflation, had a
severe effect on public utilities in Argentina, luting on us. Because public utilities were no lemable
to increase tariffs to cover their cost increasias impact of inflation on costs led to decreasebeéir
revenues in real terms and a deterioration of thy@érating performance and financial condition. Mos
public utilities had also incurred large amountsooéign currency indebtedness under the fixedtone-
one Peso per Dollar exchange rate of the ConviitiBlegime and, following the elimination of the
Convertibility Regime and the resulting devaluatidrihe Peso, the debt service burden of theséesil
increased sharply, which led many of these utliteesuspend payments on their foreign currencyideb
2002. This situation caused many Argentine elattrgenerators, transmission companies and
distributors to defer making further investmentshiair networks. As a result, Argentine electricity
market participants, particularly generators, ameently operating at near full capacity, which biead
to insufficient supply to meet a growing nationaésgy demand. In addition, the economic crisis taed
resulting emergency measures had a material adeffesg on other energy sectors, including oil gad
companies, which has led to a significant reducitiomatural gas supplies to generation companis th
use this commodity in their generation activities.

The Argentine government has repeatedly intervématid modified the rules of the wholesale
electricity market since 2002 in an effort to addrthe electricity crisis generated by the econamggs.
These modifications include the establishment paan the prices paid by distributors for electyici
power purchases and the requirement that all pdoasyed by generators be calculated based on the
price of natural gas (also regulated by the Argengovernment) regardless of the fuel actually used
generation activities. These modifications haveie® a huge structural deficit in the operatiothef
wholesale electricity market. The Argentine goveentrhas made some attempts at correcting these
problems, including proposing new rules to struetilie wholesale electricity market in December 2004
and creating a special fund to finance infrastmectmprovements in the energy sector in April 2004,
little progress has been made in advancing a systiele solution to the problems confronting
Argentina’s electricity sector.

In September 2006 the Secretary of Energy issusdlR#&n No. 1281/06 in an effort to
respond to the sustained increase in energy defododing Argentina’s economic recovery after the
crisis. This resolution seeks to create incentfeegnergy generation plants in order to meet iasirgy
energy needs. The resolution’s principal objecivi® ensure that energy available in the markesexd
primarily to service residential users and thoskigtrial and commercial users whose energy densand i
at or below 300 kilowatts (kW) and who lack accessther viable energy alternatives. To achievs, thi
the resolution provides that:

» large users in the wholesale electricity market lange customers of distribution companies
(in both cases above 300 kW), such as us, willdbeagized to secure energy supply up to
their “base demand” (equal to their demand in 205¢ntering into term contracts; and
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» large users in the wholesale electricity market lange customers of distribution companies
(in both cases above 300 kilowatts) must satisfya@msumption in excess of their base
demand with energy from the Energy P(Egergia Plus) system at unregulated market
prices. The Energy Plus system consists of thelguf@dditional energy generation from
new generation and/or generating agents, co-gemsrat auto-generators who are not
agents of the electricity market or who as of theedf the resolution were not part of the
wholesale electricity market. Large users in thh@lsale electricity market and large
customers of distribution companies can also é@ntercontracts directly with these new
generators or purchase energy at unregulated marikes through CAMMESA.

This resolution helped us to mitigate the risk mégy shortages due to a lack of electricity
generation. See “Business—Overview—Our obligatibns

In 2009, the Argentine government completed corsitn and began operation of two new 800
MW combined cycle generators constructed as pdts effort to increase energy supply. The costs of
construction were financed with net revenues oegators derived from energy sales in the spot nharke
and through specific charges from CAMMESA to laugers. These funds had been deposited in the
Fund for Investments Required to Increase EletgriBupply in the Wholesale Electricity Markgondo
de Inversiones Necesarias que Permitan Incrementar |a Oferta de Energia Eléctrica en el Mercado
Eléctrico Mayorista, or FONINVEMEM).

Regulatory Authorities
The principal regulatory authorities responsibletfe Argentine electricity industry are:
(D) the SE; and

2) the ENRE, the regulator for Edenor.

The SE advises the Argentine government on matdated to the electricity sector and is
responsible for the application of the policies@aming the Argentine electricity industry. Seeskd
Relating to Our Business - Failure or delay to nieg® further improvements to our tariff structure,
including increases in our distribution margin, @mdo have our tariff adjusted to reflect increaseour
distribution costs in a timely manner, could haveaerial adverse effect on our capacity to perfoum
financial and commercial obligations. As a regthiére is substantial doubt with respect to thatstof
the Company to continue as a going concern”

The ENRE is an autonomous agency created by thal&egy Framework Law. The ENRE has
a variety of regulatory and jurisdictional powergluding, among others:

» enforcement of compliance with the Regulatory Fraom Law and related regulations;

» control of the delivery of electric services andogoement of compliance with the terms of
concessions;

» adoption of rules applicable to generators, trattens, distributors, electricity users and
other related parties concerning safety, techmioatedures, measurement and billing of
electricity consumption, interruption and reconi@tbf supplies, third-party access to real
estate used in the electricity industry and qualftgervices offered;

» prevention of anticompetitive, monopolistic andcdiiinatory conduct between
participants in the electricity industry;

» imposition of penalties for violations of concessmr other related regulations; and

» arbitration of conflicts between electricity secparticipants.

The ENRE is managed by a five-member board of tire@ppointed by the Executive Branch
of the Argentine government. Two of these five memstare nominated by ti@onsg o Federal dela
Energia Eléctrica (Federal Council on Electricity, or CFEE). The @& funded with a percentage of

revenues collected by CAMMESA for each MWh soldhie market. Sixty percent of the funds received
by the CFEE are reserved for thendo Subsidiario para Compensaciones Regionales de Tarifasa
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Usuarios Finales (Regional Tariff Subsidy Fund for End Users), frainich the CFEE makes
distributions to provinces that have met certaiec#fed tariff provisions. The remaining forty pent is
used for investments related to the developmeateatrical services in the Argentine provinces.

The Wholesale Electricity Market
Overview

The SE established the wholesale electricity markaugust 1991 to allow electricity
generators, distributors and other agents to bdyseti electricity in spot transactions or undergderm
supply contracts at prices determined by the foofessipply and demand.

The wholesale electricity market consists of:

» aterm market in which generators, distributors lange users enter into long-term
agreements on quantities, prices and conditiomgeSilarch 2013, pursuant to Resolution
95/2013 of the SE, all large users have to bay thackup energy from CAMMESA at any
relevant contractual maturity dates.

» a spot market, in which prices are establishedromaarly basis as a function of economic
production costs, represented by the short-terngimarcost of production and demand;
and

» a stabilization fund, managed by CAMMESA, which@ais the differences between
purchases by distributors at seasonal prices aymigrats to generators for energy sales at
the spot price.

Operation of the Wholesale Electricity Market

The operation of the wholesale electricity markeadministered by CAMMESA. CAMMESA
was created in July 1992 by the Argentine governmelnich currently owns 20% of CAMMESA’s
capital stock. The remaining 80% is owned by vasiassociations that represent wholesale electricity
market participants, including generators, transrst distributors and large users.

CAMMESA is in charge of:
* managing the national interconnection system putsigathe Regulatory Framework Law

and related regulations, which includes:

» determining technical and economic dispatch oftatgty (i.e., schedule of production for
all generating units on a power system to matclklyction with demand) in the national
interconnection system;

e maximizing the system'’s security and the qualitgleftricity supplied;
* minimizing wholesale prices in the spot market;

» planning energy capacity needs and optimizing gnesg pursuant to the rules set out from
time to time by the Secretary of Energy, and

* monitoring the operation of the term market and iaistering the technical dispatch of
electricity pursuant to any agreements enteredimsach market;

* acting as agent of the various wholesale elegfrivirket participants;

» purchasing or selling electricity from or to otleuntries by performing the relevant
import/export operations;

» providing consulting and other services relatethése activities;

» supplying fuel pursuant to Resolution95/2013 of $it& which includes the management,
acquisition, nationalization, control, receptiommrage and distribution of liquid fuels to
Generation Centrals through marine, river and aadsportation;

« administrating the expansion of gas pipelinescased to natural gas supply to the new
thermal centrals under construction;
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* managing the availability of the generation systiEmmalizing, controlling and supervising
the works involved with supply commitment contrat¢tsplementation of the maintenance
plans for the thermal system;

* implementing the increase in capacity of the @ storage;
* incorporating Biodiesel to the electricity genevatmatrix; and

» developing related activities pursuant to the akeo of new generation infrastructure and
transport, managing the trust contracts for the thenmal and nuclear centrals, especially
for non-conventional sources of energy or thoseka/avithin the National Hydraulic Works
Program.

The operating costs of CAMMESA are covered by mésgecontributions made by wholesale
electricity market participants. CAMMESA's annuaidget is subject to a mandatory cap equivalent to
0.85% of the aggregate amount of transactionsdamitolesale electricity market projected for thedury

Wholesale Electricity Market Participants

The main participants in the wholesale electriaiigrket are generation, transmission and
distribution companies. Large users and trademticfate also in the wholesale electricity market to
a lesser extent.

Generators

According to a recent report issued by CAMMESAp&Becember 31, 2012, there were 94
generation companies 23 auto-generation and 3 gergion companies in Argentina, most of which
operate more than one generation plant. As of Dbeeidil, 2013, Argentina’s installed power capacity
was 31,402 MW. Of this amount, 61% was derived fthermal generation, 35. % from hydraulic
generation,3% from nuclear generation and 1 % fnomconventional sources of energy. Private
generators participate in CAMMESA through #eociacion de Generadores de Energia Eléctrica de la
Republica Argentina (Argentine Association of Electric Power Generatar AGEERA), which is
entitled to appoint two acting and two alternatectiors of CAMMESA.

Transmitters

Electricity is transmitted from power generationifiéies to distributors through high voltage
power transmission systems. Transmitters do ncaga@ purchases or sales of power. Transmission
services are governed by the Regulatory Framewark &nd related regulations promulgated by the
Secretary of Energy.

In Argentina, transmission is carried at 500 kVQ &%, 220 kV and 132 kV through the
national interconnection system. The national ouanection system consists primarily of overheaddi
and sub-stations (i.e., assemblies of equipmeatgir which electricity delivered by transmission
circuits is passed and converted into voltagesbldgtfor use by end users) and covers approximately
90% of the country. The majority of the nationdknconnection system, including almost all of 6@ 5
kV transmission lines, has been privatized andvsesl by Transener, which is indirectly co-contrdlle
by Pampa Energia, our indirect controlling sharééihnd the largest integrated electricity company
Argentina. Regional transmission companies, mosttoéh have been privatized, own the remaining
portion of the national interconnection system. @yoints link the national interconnection system
the distribution systems, and there are intercatiorex between the transmission systems of Argentina
Brazil, Uruguay and Paraguay allowing for the intgord export of electricity from one system to
another.

Transmission companies also participate in CAMMHESAappointing two acting and two
alternate directors through the Argentine Assoeratf Electric Power Transmitte¢sociacion de
Transportistas de Energia Eléctrica de la Republica Argentina, or ATEERA).

Distributors

Each distributor supplies electricity to consurreatd operates the related distribution network in

a specified geographic area pursuant to a congedsach concession establishes, among other things,
the concession area, the quality of service reduitee tariffs paid by consumers for the distribati
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service and an obligation to satisfy demand. Th&ENhonitors compliance by federal distributors,
including us and Edesur with the provisions of tbgpective concessions and with the Regulatory
Framework Law. In turn, provincial regulatory agscmonitor compliance by local distributors with
their respective concessions and with local reguyarameworks.

Distributors participate in CAMMESA by appointinga acting and two alternate directors
through the Argentine Association of Electric Poweéstributors( Asociacién de Distribuidores de
Energia Eléctrica de la Republica Argentina, or ADEERA).

Large Users

The wholesale electricity market classifies largers of energy into three categories: Major
Large Userg Grandes Usuarios Mayores, or GUMAS), Minor Large User&randes Usuarios Menores,
or GUMES) and Particular Large Use€r éandes Usuarios Particulares, or GUPAS).

Each of these categories of users has differenine@gents with respect to purchases of their
energy demand. For example, GUMAs are requireditolfase 50% of their demand through supply
contracts and the remainder in the spot markelev@UMEs and GUPAs are required to purchase all of
their demand through supply contracts.

Large users participate in CAMMESA by appointingtacting and two alternate directors
through the Argentine Association of Electric Powarge UsergAsociacion de Grandes Usuarios de
Energia Eléctrica de la Republica Argentina , or AGUEERA).

Spot Market
oot Prices

The emergency regulations enacted after the Angeiatiisis in 2001 and 2002 had a significant
impact on energy prices. Among the measures impi&gdepursuant to the emergency regulations were
the pesification of prices in the wholesale elettyimarket, known as the spot market, and the
requirement that all spot prices be calculated dasethe price of natural gas, even in circumstance
where alternative fuel such as diesel is purché&s@dkeet demand due to the lack of supply of nawmal

Prior to the crisis, energy prices in the spot mavkere set by CAMMESA, which determined
the price charged by generators for energy solderspot market of the wholesale electricity mardket
an hourly basis. The spot price reflected suppty demand in the wholesale electricity market &t an
given time, which CAMMESA determined using diffetsnpply and demand scenarios that dispatched
the optimum amount of available supply, taking iat@ount the restrictions of the transmission gnd,
such a way as to meet demand requirements whikénge® minimize the production cost and the cost
associated with reducing risk of system failure.

The spot price set by CAMMESA compensated genesatocording to the cost of the last unit
to be dispatched for the next unit as measurdueaEzeiza 500 kV substation, which is the systdaoad
center and is in close proximity of the City of Bis Aires. Dispatch order was determined by plant
efficiency and the marginal cost of providing enerd¢n determining the spot price, CAMMESA also
would consider the different costs incurred by gatws not in the vicinity of Buenos Aires.

In addition to energy payments for actual outpuhatprevailing spot market prices, generators
would receive compensation for capacity placethaiisposal of the spot market, including stand-by
capacity, additional stand-by capacity (for systapacity shortages) and ancillary services (such as
frequency regulation and voltage control). Capag#tyments were originally established and set.iB. U
Dollars to allow generators to cover their foredgrnominated costs that were not covered by the spot
price. However, in 2002, the Argentine governmeitcapacity payments in reference to the Peso
thereby limiting the purpose for which capacity pents were established.

Seasonal Prices

The emergency regulations also made significamigbs to the seasonal prices charged to
distributors in the wholesale electricity marketluding the implementation of a pricing ladder
organized by level of customer consumption (whiahies depending on the category of customer)
charged by CAMMESA to distributors at a price sfgpaintly below the spot price charged by generators
According to the current regulatory framework, 8ecretary of Energy is required to adjust the seso

58



price charged to distributors in the wholesaletelgity market every three months and the ENRE must
calculate the tariff scheme as a result of applyiregadjustment. However, between January 2005 and
November 2008, the ENRE did not make these adjuganin November 2008, the ENRE passed
Resolution 628/08 establishing a new distributemiftas from October 1, 2008 and modified seasonal
prices charged to federal distributors, including ¢onsumption levels that make up the pricingéadd

On August 14, 2009, the ENRE adopted Resolutiond88/2009 approving two tariff charts to
be applied by Edenor, for the winter period of 20D8ese charts were based on the new subsidized
seasonal prices set forth by Resolution No. 65%6%ed by the Secretary of Energy. The new price
charts aimed at reducing the impact of increasedewelectric energy consumption on the invoicifig o
residential customers with bi-monthly consumptia@oneeding 1,000 kWh. The ENRE also instructed
Edenor to break down the floating charges of albices into the amounts subsidized and not sulegidiz
by the Argentine government.

During the winter season for the period betweerf2B@13, the seasonal tariff chart was revised
twice. For the months of June and July, tariffsev@&vised so that residential customers with
consumption levels above 1,000 kWh received asfullisidy for their energy purchases. For the months
of August and September, residential customers edgtisumption levels above 1,000 kWh received a
subsidy equal to a 70 percent of their energy mselprice.

Prior to the implementation of the emergency reiuis, seasonal prices were determined by
CAMMESA based on an estimate of the weighted avesppt price that would be paid by the next
generator that would come on-line to satisfy a tegcal increase in demand (marginal cost), as all
the costs associated with the failure of the systathseveral other factors. CAMMESA would use a
seasonal database and optimization models in digli@grthe seasonal prices and would consider both
anticipated energy supplies and demand, includirgected availability of generating capacity,
committed imports and exports of electricity and thquirements of distributors and large users.

In November 2012, pursuant to Resolution 2,016f1tBe SE and in accordance with the
Summer Seasonal Program approved for the perioémbgr 2012- April 2013, the seasonal price
format was modified, concluding in a single pur@psce without considering any demand nor time
segmentation and taking into account the struafitke demand as of October 2012 as the base.
Subsequently, the SE adopted Resolution 408/13hwhiintained both the single price and the csteri
for raising subsidies during the winter season.

Sabilization Fund

The stabilization fund, managed by CAMMESA, absdHesdifference between purchases by
distributors at seasonal prices and payments tergars for energy sales at the spot price. Whesplot
price is lower than the seasonal price, the stattibin fund increases, and when the spot pricaglsehn
than the seasonal price, the stabilization fundedeses. The outstanding balance of this fund agamn
time reflects the accumulation of differences betthe seasonal price and the hourly energy prmice i
the spot market. The stabilization fund is requieedhaintain a minimum amount to cover payments to
generators if prices in the spot market during l@bgvant quarter exceed the seasonal price.

Billing of all wholesale electricity market trans@mas is performed monthly through
CAMMESA, which acts as the clearing agent for altghases between participants in the market.
Payments are made approximately 40 days aftemti@®each month.

The stabilization fund was adversely affected essalt of the modifications to the spot price amel t
seasonal price made by the emergency regulationsyant to which seasonal prices were set below spo
prices resulting in large deficits in the stabitiaa fund. As of December 31, 2013, the stabilmatiund
balance was approximately Ps.25,309 million, résgifrom the Stabilization fund plus the over
expenses of dispatch net of National Treasury gmrttons. If all the funds and accounts of eneaigy
power are considered (including the Additional EpyeiFuel over expenses, Quality Supply, Surplus
Demandpursuant to Resolution No. 1,281/07 of the BEM.over expense contracts, etc.), this balance
rises to Ps. 38,873 million. The deficit has beeariced by the Argentine Government through loans t
CAMMESA and with FONINVEMEM funds, but thesecontato be insufficient to cover the differences
between the spot price and the seasonal price.
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Term Market

Generators are able to enter into agreements itethremarket to supply energy and capacity to
distributors and large users. Distributors are &bleurchase energy through agreements in the term
market instead of purchasing energy in the spoketallerm agreements typically stipulate a pricgeba
on the spot price plus a margin. Prices in thenterarket have at times been lower than the seasonal
price that distributors are required to pay ingphet market. However, as a result of the emergency
regulations, spot prices in the term market areetily higher than seasonal prices, particularihwi
respect to residential tariffs, making it unattreetor distributors to purchase energy under term
contracts while prices remain at their current leve

As from March 2013, pursuant to the SE’s Resolublon 95/2013 all large users have to buy
their backup energy from CAMMESA at any relevamtcactual maturity date.

Energia Plus

In September 2006, the SE issued Resolution N81108 in an effort to respond to the
sustained increase in energy demand following Aigals economic recovery after the crisis. This
resolution seeks to create incentives for energyeggion plants in order to meet increasing energy
needs. The resolution’s principal objective istis@e that energy available in the market is used
primarily to service residential users and indas@ind commercial users whose energy demand is at o
below 300 kW and who do not have access to otlealeienergy alternatives. To achieve this, the
resolution provides that:

» large users in the wholesale electricity market lange customers of distribution companies
(in both cases whose energy demand is above 30@4tils), will be authorized to secure
energy supply up to their “base demand” (equah&ir tdemand in 2005) by entering into
term contracts; and

» large users in the wholesale electricity market lange customers of distribution companies
(in both cases whose energy demand is above 3@@atils) must satisfy any consumption
in excess of their base demand with energy fronktiergia Plus system at unregulated
market prices. The Energia Plus system consisteisupply of additional energy
generation from new generation and/or generatimgisg co-generators or autogenerators
that are not agents of the electricity market oo\ah of the date of the resolution were not
part of the wholesale electricity market. Largerase the wholesale electricity market and
large customers of distribution companies can efger into contracts directly with these
new generators or purchase energy at unregulatdcetrices through CAMMESA.

Only the new generation facilities (which includengrators that were not connected to the
SADI as of September 5, 2006) and new generatipagity expansions in respect of existing capadty a
of such date are entitled to sell electricity unidhexEnergia Plus system.

The resolution also established the price largesume required to pay for excess demand, if not
previously contracted und&nergia Plus, which is equal to the generation cost of the ¢esteration unit
transmitted to supply the incremental demand fecteicity at any given time. The Secretary of Eperg
established certain temporary price caps, to be palarge users for any excess demand until Deeemb
2008 (Ps. 225/MWh for GUDIs and Ps. 185/Mwh for GE&/and GUMAS).

These prices have been updated as follows:

» After August 2011, the median incremental chargeef@wess demand was set at 320
$/MWh GUMASs and GUMESs and 455 $/MWh for GUDIs;

» after December 2011, median incremental chargeXoess demand for those who are not
subsidized was set at 360 $/MWh; and

e pursuant to the SE’s Resolution.No. 95/13, as opgpés the backup contracts where a
unigue energy supplier is authorized by CAMMESA Bius Energy contracts still
function are available to the large users and gegoes previously authorized by the
Argentine National Planning, Public Investment &sdvices Ministry. The customers
under the GUDI category, whose Energy Plus cotgnaature, have the option of rehiring
Energy Plus, reclassifying themselves under the Gdaegory; or continue buying the
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total amount of their energy to the distributorayipg in case needed.Base Surplus Demand
pursuant to Resolution SE No. 1,281/07.

ORGANIZATIONAL STRUCTURE

We are a subsidiary of Pampa Energia, the largégtifitegrated electricity company in
Argentina. In addition to its indirect stake in Bampa Energia as of the date of filing of thisua
report owns several investments in the Argentieetetity sector, including a 50% interest in the
controlling shareholder of the principal electiyditansmission company in Argentina, Transener, and
controlling stakes in five generation plants lodatethe Provinces of Buenos Aires, Salta, Mendoeh
Neuquén (Central Piedra Buena S.A., HidroelécttaNihuiles S.A., Hidroeléctrica Diamante S.A.,
Central Térmica Guemes S.A., and Central Térmicad_de la Lata S.A.).

The following diagram presents our corporate stmgcts of the date of filing of this annual
report.

Pampa Energia

99.9%
|
FLOAT ] [ EASA ] ANSES
51.0%
22.1% 26.8%
—_—
Edenor

PROPERTY, PLANT AND EQUIPMENT

Our main properties are transmission lines, subsiseind distribution networks, all of which
are located in the northwestern part of the grdaitemos Aires metropolitan area and in the nortipam
of the City of Buenos Aires. Substantially all afrgroperties are held in concession to provide the
electricity distribution service, which, by its oeg, is considered to be an essential public serific
accordance with Argentine law and court precederstsets which are necessary for the rendering of an
essential public service are not subject to attastirar attachment in aid of execution.

The net book value of our property, plant and eopgipt as recorded on our Consolidated
Statement of Financial Position as of Decembe813, 2012 and 2011 was Ps.5,189,307 million, Ps.
4,344,599 million and Ps. 3,995,310 million, retpely out of which Ps. 34.3 million in 2012 and.P
35.7 million in 2011 correspond to Eden.

The total value of property, plant and equipmesmisferred by SEGBA on September 1, 1992
was allocated to individual assets accounts om#sés of engineering studies conducted by the
Company. The value of property, plant and equipmers determined based on the price effectively paid
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by EASA for the acquisition of 51% of the Compangépital stock. SEGBA neither prepared separate
financial statements nor maintained financial infation or records with respect to its distribution
operations or the operations in which the assatsterred to EDENOR were used. Accordingly, it was
not possible to determine the historical cost ahsferred assets. Additions subsequent to sucthdaee
been valued at acquisition cost, net of the relatedimulated depreciation. Depreciation has been
calculated by applying the straight-line methodrahe remaining useful life of the assets, whiclswa
determined on the basis of the above-mentionecheeghg studies. Furthermore, in order to imprinee t
disclosure of the account, the Company has madaicehanges in the classification of propertynpla
and equipment based on each technical processcémdance with the provisions of IAS 23, borrowing
costs in relation to any given asset are to betalig@d when such asset is in the process of ptamyc
construction, assembly or completion, and suchgsses, due to their nature, take long periodsrsf; ti
those processes are not interrupted; the peripdoafuction, construction, assembly or completioasdo
not exceed the technically required period; theessary activities to put the asset in conditiobeased
or sold are not substantially complete; and thetassot in condition so as to be used in the petidn

or startup of other assets, depending on the parpossued with its production, construction, asdgmb
or completion. Subsequent costs (major maintenandaeconstruction costs) are either includeden th
value of the assets or recognized as a separ&k asly if it is probable that the future benefits
associated with the assets will flow to the Compd@yng it possible as well that the costs of theets
may be measured reliably and the investment witirowe the condition of the asset beyond its origina
state. The other maintenance and repair expenses@rgnized in profit or loss in the year in whilbhy
are incurred.See “Item 5. Operating and Financ@li®v and Prospects—Factors Affecting Our Results
of Operations—Tariffs—Distribution Margin or Valusdded for Distribution (VAD)—Integral Tariff
Revision, or (RTI).”

Item 4A. Unresolved Staff Comments
None.
[tem 5. Operating and Financial Review and Prospects

The following discussion should be read in conjigrctvith our audited Consolidated Financial
Statements as of December 31, 2013 and 2012 atldefgears ended December 31, 2013, 2012 and
2011,included in Item 18 in this annual report &elected Financial Data”, included in Item 3 harei
Our Consolidated Financial Statements have begraped in accordance with IFRS as issued by the
IASB. See “Item 3. Key Information—Selected Finahdata.”

We have prepared our annual financial statementhéofiscal year ended December 31, 2013
included herein, assuming that we will continuaaming concern. Our independent auditors, PWC,
issued a report dated March 7, 2014, on our firsristatements as of December 31, 2013 and 2012 and
for the years ended December 31, 2013, 2012 antl, 2@1ich contains an explanatory paragraph
expressing substantial doubt about our abilitydotimue as a going concern. As discussed in Nate 1
the Consolidated Financial Statements, the del@piaining tariff increases and the cost adjustment
recognition requested by the Company in accordaittethe terms of the Adjustment Agreement and
the continuous increase in operating expensesatbatecessary to maintain the level of service
significantly affected the economic and financiasjpion of the Company and have raised substantial
doubt with respect to our ability to continue agoing concern. Management's plans in responsesteth
matters are also described in Note 1. HoweverCaumsolidated Financial Statements as of December 31
2013 and 2012 and for the years ended Decemb2013,,2012 and 2011 do not include any
adjustments or reclassifications that might relalh the outcome of this uncertainty. See Iterfkay
Information—Risk Factors—Risks Relating to Our Buesis—Failure or delay to negotiate further
improvements to our tariff structure, includingrieases in our distribution margin, and/or to hawe o
tariffs adjusted to reflect increases in our digttion costs in a timely manner or at all, hasciéd our
capacity to perform our commercial obligations andld also have a material adverse effect on our
capacity to perform our financial obligations. Asegult, there is substantial doubt with respecthéo
ability of the Company to continueas a going contand Item 18: “Financial Statements.”
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OPERATING RESULTS

We distribute electricity on an exclusive basish® northwestern part of the greater Buenos
Aires metropolitan area and the northern part efGity of Buenos Aires, comprising an area of 4,637
square kilometers, with an aggregate populaticeppfoximately seven million people. Pursuant to ou
concession, we have the exclusive right to distelalectricity to all users within our concessioesa
including to wholesale electricity market partiappg At December 31, 2013, we had 2,772,893
customers.

We serve two markets: the regulated market, whidomprised of users who are unable to
purchase their electricity requirements directiptigh the wholesale electricity market, and the
unregulated market, which is comprised of largesiit purchase their electricity requirementsatly
from generators in the wholesale electricity markEte terms and conditions of our services and the
tariffs we charge users in both the regulated amdgulated markets are regulated by the ENRE .

Factors Affecting Our Results of Operations

Our net sales consist mainly of net energy saleséos in our concession area. Our net energy
sales reflect the tariffs we charge our customehgch include our energy purchase costs).In additio
our net sales include connection and reconnectianges and leases of poles and other network
equipment.

The Adjustment Agreement currently contemplatesst adjustment mechanism for the
transition period during which the RTI is being daoted. This mechanism, known as the Cost
Monitoring Mechanism (CMM), requires the ENRE teisav our actual distribution costs every six
months (in May and November of each year) and adjusdistribution margins to reflect variations of
5% or more in our distribution cost base. We mayp akquest that the ENRE apply the CMM at any time
that the variation in our distribution cost basatieast 10% or more. Despite the adjustment we we
granted under the CMM in October 2007 and July 20@8cannot assure you that we will receive similar
adjustments in the future.

As of the date of this annual report we have retpeetwelve additional increases under the
CMM since May 2008, eleven of which have been ettively recognized by the ENRE pursuant to
Resolution 250/13 and Note 6,852/13 of the SE butntorporated into our tariff structure. Undee th
terms of the Adjustment Agreement, these twelvesiases should have been approved in May and
November each year from 2008 on.

Despite the recognition of the CMM retroactive atijinents set in Resolution 250/13 of the SE
and its subsequent Note No. 6,852/13, the steanlgase in operating costs necessary to maintain
adequate service level coupled with the delay taiobng genuine tariff increases will continue to
negatively impact the operating results of the Canyp all of which evidences that the CMM recogmitio
is not enough to restore the economic and finarmcaditions that a public service concession reglir

During the year ended December 31, 2013 and pitet effectiveness of Resolution 250/13 of
the SE, we recorded a significant decrease inntetme and operating income, and our working capital
and liquidity levels were also negatively affectpdmarily as a result of the delay in obtainintpaff
increase and in having our tariff adjusted to wtflacreases in our distribution costs, coupledhait
constant increase in operating costs to keep atlegeavice levels. We currently believe that our
financial situation will continue worsening, and e&imate that during 2014 we will continue to have
negative cash flows and operating results.

If we are not able to recover the real incremecwats contemplated by the increase requests
pursuant to the CMM and all such future cost inseseor there is a significant lag time between when
incur the incremental costs and when we receiveased revenues, and/or if we are not successful in
achieving a satisfactory re-negotiation of ourftatructure, we may be unable to comply with our
financial and commercial obligations, we may suliiguidity shortfalls and we may need to restruetur
our debt to ease our financial condition, any ofolhindividually or in the aggregate, would have a
material adverse effect on our business and resuitiperations and may cause the value of our AIDSs
decline. As a result, there is substantial douli wespect to the ability of the Company to corgims a
going concern and our auditors’ report include@wtsere in this annual report contains an explagator
paragraph expressing substantial doubt as to dlitlyab continue as a going concern. See “ltem 5.
Operating and Financial Review and Prospects—Faétfiecting our Results of Operations—Tariffs”
and “Item 3. Key Information—Risk factors—Risks Riithg to Our Business—~Failure or delay to
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negotiate further improvements to our tariff stawet including increases in our distribution margin
and/or to have our tariffs adjusted to reflect @ases in our distribution costs in a timely maroreat all,
has affected our capacity to perform our commemdidigations and could also have a material adverse
effect on our capacity to perform our financialightions. As a result, there is substantial doubt w
respect to the ability of the Company to contins@aoing concern.”

The following table sets forth the composition af aet sales for the periods indicated:

Year ended December 31

2013 2012 2011

(Figuresin millions)

Sales of Electricity (1)......ccvvviviivinieiiiiiiiiies 3,393.8 2,936 2,771.3
Right of use on poles ...........cccovvvviiviii i, 41.5 34.8 26.6
Connection Charges ...........ccovviviiiiinineieeneeeenes 4.2 3.3 5.6
Reconnection Charges............covuviviiviiiniinnennns 1.2 15 24
NEE SAIES .. vv e e e e 3,440.7 2,976.3 2,805.9

1) Includes revenue from the application of ResoluBdii/12 for Ps. 491.5 million and Ps. 54.4 millfonthe years ended
December 31, 2013 and 2012, respectively.

The following tables show Edenor’s energy salesdtggory of customer (in GWh) for the
periods indicated:

Year ended December 31,

2013 2012 2011 2010 2009
Residential ..................... 9,114  42% 8,662 42% 8,139 41% 7,796 40% 7,344 40%
Small commercial ............. 1,781 8% 1,688 8% 1,601 8% 1,543 8% 1,470 8%
Medium commercial .......... 1,828 8% 1,717 8% 1,700 9% 1,634 8% 1,565 9%
Industrial ....................... 3,458 16% 3,335 16% 3,442 17% 3,378 18% 3,204 18%
Wheeling systerf? ........... 4374  20% 4261  21% 4156  21% 3,801  20% 3,622 20%
Others:
Public lighting .............. 683 3% 668 3% 656 3% 654 3% 644 4%
Cooperatives.........cc.cceeeen. — — — — — — — — — —
Shantytowns ............... 415 2% 403 2% 384 2% 377 2% 351 2%
Other® ..., 21 — 26 — 20 — 20 — 20 —
Total .....oocovveiiinnnins 21,674 100% 20,760 100% 20,098 100% 19,292 100% 18,220  100%
1) Wheeling charges represent our tariffs for gatoes and large users, which consist of a fixedgdfor recognized technical losses and a
charge for our distribution margins but excludergha for electric power purchases, which are uakertdirectly between generators and large users.
) Represents energy consumed internally by ampeamy and our facilities.

Our revenues and results of operations are prittigigHected by economic conditions in
Argentina, changes in our regulated tariffs andtfiations in demand for electricity within our sSeev
area. To a lesser extent, our revenues and redufserations are also affected by service inteiong or
reductions in excess of those contemplated by oncession, which may lead us to incur fines and
penalties imposed by the ENRE and OCEBA.
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Argentine Economic Conditions and Inflation

Because substantially all of our operations, faesliand customers are located in Argentina, we

are affected by general economic conditions ircthentry. In particular, the general performancéhef
Argentine economy affects demand for electricityd énflation and fluctuations in currency exchange
rates affect our costs and our margins. Inflatiomarily affects our business by increasing opersti

costs, while at the same time reducing our reveituesal terms.

In December 2001 Argentina experienced an unpretederisis that virtually paralyzed the

country’s economy through most of 2002 and lecattical changes in government policies. The crisis

and the Argentine government’s policies during ffesiod severely affected the electricity secter, a

described below. Although over the following yetirs Argentine economy has recovered significantly

from the crisis, and the business and politicairemment has been largely stabilized, the Argentine
government has only recently begun to addressitfieutties experienced by the Argentine electrcit
sector as a result of the crisis and its afterntdtwever, we believe that the current recovery taed
recent measures adopted by the Argentine governimétor of the electricity sector, such as inoers

for the construction of additional generation fdieis and the creation of fiduciary funds to furthe

enhance generation, transmission and distributiaeatricity throughout the country, have set stegge

for growth opportunities in our industry.

The following table sets forth key economic indaratin Argentina during the years indicated:

Real GDP (% change)..........coovviviiiiiiiiiiiiiiie e
Nominal GDP (in millions of PeS0S)..............c.c.ceuuunn.
Real Consumption (% change)..........c...cccocvvvinvinnnn.
Real Investment (% change)..........cccoocvviviviivininnnnn,
Industrial Production (% change).............coeceevvviniennns
Consumer Price IndeX .............ccooeiviiiiiii
Nominal Exchange Rate (in Ps. /U.S.$ at year end)....
Exports (in millions of U.S.$) ........cccooeiiiiiiiiiiiiiiin,
Imports (in millions of U.S.$) .....covvvvviniiniiiinennn.
Trade Balance (in millions of U.S.$)..........ccccoveevinnn
Current Account (% of GDP) ......cc.vvvivviviieniiniininnn,
Reserves (in millions of U.S.$)......cccovvvvviiiiiiiinninnn

Tax Collection (in millions of PeS0S) ...........cccevvvvennes

Primary Surplus (in millions of Pesos)
Public Debt (% of GDP at December 31) *.................

Public Debt Service (% of GDP) ..........covvuiviiiniennnns
External Debt (% of GDP at December 31) .................

Sources: INDEC; Central Bank; Ministry of Economy and Protan.

* Includes hold-outs

Following years of hyperinflation and economic &sien, in 1991 the Argentine government
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adopted an economic program that sought to literalie economy and impose monetary discipline. The
economic program, which came to be known as thes&tibility Regime, was centered on the
Convertibility Law of 1991 and a number of measumsnded to liberalize the economy, including the

privatization of a significant number of public seccompanies (including certain of our subsidisuaed
co-controlled companies). The Convertibility Lavtadsished a fixed exchange rate based on what is

generally known as a currency board. The goalisfdfistem was to stabilize the inflation rate by

requiring that Argentina’s monetary base be fuligked by the Central Bank’s gross international
reserves. This restrained the Central Bank’s ghiiteffect changes in the monetary supply by rggui
additional Pesos and fixed the exchange rate dPds® and the U.S. Dollar at Ps. 1.00 to U.S. $1.00
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The Convertibility Regime temporarily achieved pritability, increased the efficiency and
productivity of the Argentine economy and attracseghificant foreign investment to Argentina. Aeth
same time, Argentina’s monetary policy was tiethe flow of foreign capital into the Argentine
economy, which increased the vulnerability of tbereomy to external shocks and led to increased
reliance on the services sector of the economy thi¢ manufacturing, agricultural and industrialtees
lagging behind due to the relative high cost ofdP@snominated products in international markets as
result of the Peso’s peg to the U.S. Dollar. Initild, related measures restricted the Central Bank
ability to provide credit, particularly to the pidbbector.

Following the enactment of the Convertibility Lawflation declined steadily and the economy
experienced growth through most of the period fd81 through 1997. This growth slowed from 1998
on, however, as a result of the Asian financiaisrin 1997, the Russian financial crisis in 1988 the
devaluation of Brazil's currency in 1999, which ledthe widespread withdrawal of investors’ funds
from emerging markets, increased interest ratesaatetline in exports to Brazil, Argentina’s pripai
export market at the time. According to INDECtle fourth quarter of 1998, the Argentine economy
entered into a recession that caused the grossdiicpeoduct to decrease by 3.4% in 1999, 0.8% in
2000 and 4.4% in 2001. In the second half of 2@0d@entina’s recession worsened significantly,
precipitating a political and economic crisis a #nd of 2001.

2001 Economic Crisis

Beginning in December 2001, the Argentine govermnnmaplemented an unexpected number of
monetary and foreign exchange control measuresrnbladed restrictions on the free disposition of
funds deposited with banks and on the transfend$ abroad without prior approval by the Central
Bank, some of which are still in effect. On Decembg, 2001, the Central Bank decided to close the
foreign exchange market, which amounted tle facto devaluation of the Peso. On December 24, 2001,
the Argentine government suspended payment on afidsgentina’s foreign debt.

The economic crisis led to an unprecedented sanidlpolitical crisis, including the resignation
of President Fernando De la Rida and his entire @idtration in December 2001. After a series ofrinte
governments, in January 2002 the Argentine congregeinted Senator Eduardo Duhalde, a former vice-
president and former governor of the Province ofiitas Aires, to complete De la Rda'’s term through
December 2003.

On January 6, 2002, the Argentine congress endeéelublic Emergency Law, which
introduced dramatic changes to Argentina’s econanudel, empowered the Argentine government to
implement, among other things, additional moneténmgncial and foreign exchange measures to
overcome the economic crisis in the short termtaodght to an end the Convertibility Regime,
including the fixed parity of the U.S. Dollar artetPeso. Following the adoption of the Public
Emergency Law, the Peso devalued dramatically hiagdts lowest level on June 25, 2002, at which
time it had devalued from Ps. 1.00 to Ps. 3.90p&: Dollar according to Banco Nacion. The
devaluation of the Peso had a substantial negetfeet on the Argentine economy and on the findncia
condition of individuals and businesses. The deatédn caused many Argentine businesses (including
us) to default on their foreign currency debt oaigns, significantly reduced real wages and cegpl
businesses that depended on domestic demand, speibléc utilities and the financial services intlys
The devaluation of the Peso created pressure ashotimestic pricing system and triggered very highga
of inflation. According to INDEC, during 2002 thedentine wholesale price index increased by
approximately 118% and the Argentine consumer pridex rose approximately 41%.

Following the adoption of the Public Emergency L#we Argentine government implemented
measures, whether by executive decree, Central Banltation or federal legislation, attempting to
address the effects of the collapse of the Corbiktyi Regime, recover access to financial markets,
reduce government spending, restore liquidity &fthancial system, reduce unemployment and
generally stimulate the economy.

Pursuant to the Public Emergency Law, the Argergmernment, among other measures:

» converted public utility tariffs from their origih&).S. Dollar values to Pesos at a rate of Ps.
1.00 per U.S. $1.00;

» froze all regulated distribution margins relatiogthe provision of public utility services
(including electricity distribution services);
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» revoked all price adjustment provisions and inflatindexation mechanisms in public
utility concessions (including our concession); and

» empowered the Argentine Executive Branch to conduenegotiation of public utility
contracts (including our concession) and the ws#t therein (including our tariffs).

These measures, combined with the devaluationeoP#s0 and high rates of inflation, had a
severe effect on public utility companies in Argeat(including us). Because public utility companie
were no longer able to increase tariffs at a ratesistent with the increased costs they were imogrr
increases in the rate of inflation led to decre&séseir revenues in real terms and a deterionatictheir
operating performance and financial condition. Musblic utility companies had also incurred large
amounts of foreign currency indebtedness to findheeapital improvement and expenditure programs.
At the time of these privatizations, the capitalistures of each privatized company were determined
taking into account the Convertibility Regime andluded material levels of U.S. Dollar-denominated
debt. Following the elimination of the Convertibjlregime and the resulting devaluation of the Pts®
debt service burden of these utility companiesigmtly increased, which when combined with the
margin freeze and conversion of tariffs from U.8ll&rs to Pesos, led many of these utility compsnie
(including us) to suspend payments on their foreigmency debt in 2002.

Economic Recovery and Outlook

Beginning in the second half of 2002, Argentinaerignced economic growth driven primarily
by exports and import-substitution, both facilithtey the lasting effect of the devaluation of tles®in
January 2002. While this devaluation had significdverse consequences, it also fostered a retiotiva
of domestic production in Argentina as the shargide in the Peso’s value against foreign currescie
made Argentine products relatively inexpensivenm éxport markets. At the same time, the cost of
imported goods increased significantly due to tveer value of the Peso, forcing Argentine consumers
to substitute their purchase of foreign goods witmestic products, substantially boosting domestic
demand for domestic products.

In April 2003, Dr. Néstor Kirchner, the former gamer of the province of Santa Cruz, was
elected as president for a four-year term, anaabk office in May 2003. During 2003, Argentina mdve
towards normalizing its relationship with the IMKthdrew all the national and provincial governngnt
guasi-money securities from circulation and elingdsall deposit restrictions. The trade balance
experienced a sustained surplus, aided by thérrisemmodity prices and export volumes. At the sam
time, social indicators improved, with the unempi@nt rate decreasing to 17.3%, and real wages began
to recover according to INDEC. In June 2005, thgefatine government completed a restructuring of
Argentina’s public external debt, which had beedefault since December 2001. Argentina reduced it
outstanding principal amount of public debt fron8U$191.3 billion to U.S. $129.2 billion and extedd
payment terms. In April 2010, the Argentine goveemtnaunched a new exchange offer for the
outstanding sovereign bonds that did not partiei|the 2005 restructuring. On January 3, 2006,
Argentina completed an early repayment of all oititstanding indebtedness with the IMF, for an
amount totaling approximately U.S. $10.0 billioniog/under credit lines.

From 2003 to 2007, the economy continued recoverimg the 2001 economic crisis. The
economy grew by 8.8% in 2003, 9.0% in 2004, 9.2%2085, 8.5% in 2006 and 8.7% in 2007, led by
domestic demand and exports. From a demand péirspawrivate sector spending was accompanied by
a combination of liberal monetary and conservdtfiseal policies. Growth in spending, however,
consistently exceeded the rate of increase in tevand nominal GDP growth. From a supply
perspective, the trade sector benefited from aedsed real exchange rate, which was supporteceby th
intervention of the Central Bank in the foreign leaxnge market. Real exports improved, in part due t
growth in Brazil, and the current account improegghificantly, registering surpluses in 2004, 2005,
2006 and 2007.

On December 10, 2007, Cristina Fernandez de Kirchwié of the ex-President Dr. Néstor
Kirchner, was inaugurated as President of Argerftna four-year term.

Argentina’s economy grew by 7% in 2008, 19.5% tbss in 2007. According to the INDEC,
growth was negative in both the first and the fouptiarter of 2008 (-0.3% for both periods) as caega
to the same periods in 2007, without adjustingstasonality. This negative growth is primarily
attributable to the conflict between the Argentjoernment and farmers in early 2008 and the global
financial crisis, which deepened in the second oia%008.
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The agricultural sector was particularly hard hi2D08 as a result of the decrease in
commodities prices as well as a significant droughtecline in the agricultural sector had adverse
ramifications for the entire economy due to thesigant role that sector plays in the Argentine
economy.

At the end of 2008, the Argentine government erthateeries of measures aimed at
counteracting the decline in the level of econoattivity, including special tax rates and lessgfeint
foreign exchange restrictions in connection with tepatriation and national investment of capital
previously deposited abroad by Argentine natiorettensions in the payment terms for overdue taxes
and social security taxes, reductions in payradirtetes for companies that increase their headspunt
creation of theMinisterio de Produccion (Ministry of Production), announcements regardhmg
construction of new public works, consumer loangfie acquisition of durable goods and loans to
finance exports and working capital for industdampanies, as well as various agricultural andstivek
programs, all aimed at minimizing lay-offs duridgtcurrent global financial crisis. The effectivesef
these measures will depend on the Argentine goventimability to fund them without reducing the
amount of funding for other budgeted activitieswedl as the degree of confidence they create in the
overall stability of the Argentine economy.

In 2009, after six years of robust and continuawswth, the Argentine economy, according to
official indicators, grew by only 1%, and accordiogprivate indicators, contracted by 3.5%. Thet@gn
Bank, reacting to local uncertainty and a blealbgleeconomic environment, adopted policies aimed at
avoiding a financial collapse. Specifically, therfral Bank sought to stabilize the exchange market
Although interest rates increased periodically wgithe course of the year, the exchange market
remained relatively stable throughout.

According to official indicators, in 2011, real GIMPArgentina grew by approximately 8.9%,
furthering the growth trend showed in 2010. The fmost important factors behind the economic
recovery are the following:

» the agricultural boom, with a record harvest (ei&gcsoybeans);

» afavorable international context (with Brazil giag at a 2.7% rate in 2011, which had a
positive effect on the local industrial sector, &funa pushing the demand for commodities
in an environment of high prices);

» aclimate of financial stability prevented majoosks in the short term, primarily due to an
oversupply of private dollars and a reduced prditglif sovereign default in the short
term; and

* an expansionary economic policy program (fiscalnetary and income).

In 2012, according to the official information cted and disseminated by the INDEC, the
economy expanded 1.9%. Although the real GDP poatd growing during that year, there was a
marked deceleration with respect to the growth mragéstered in 2011.

According to the INDEC, Argentina’s real GDP grewumd 3.0% in 2013, compared to 1.9%
in 2012.

The increase in the agricultural harvest (the adfrical production during the season 2012/13
was approximately 11% higher than the one regidtimethe previous season), in a context where
international prices of commodities remained higith greater financial stability in global markets
(resulting from a more stable situation in Europd a strengthened, though slow, growth in the Wnite
States). These were the main factors behind thelexreted rate of the economic growth during 2013.

Despite the growth of the GDP, the Argentinean mwaoonomic situation was not free of
uncertainties during 2013. In fact, inflationeabse above 20% for the seventh consecutive year
according to market consensus.The fiscal defilsb acreased (on a consolidated basis) by 5%aand
accelerated loss of federal reserves (the CentmmkBnded 2013 with a level of international reserv
around the US $30,600 million , US$12,700 millibelow the 2012 end level). All of this occurren ai
context where existing importing limits, restrictofor acquisition of foreign currency for travetiand
transfer of profits abroad continued in effect.

In response to the IMF’s call on Argentina to adeghedial measures to address the quality of
official data, on February 13, 2014, the INDEC asled a new price index that measures prices orsgood
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across the country and replaces the previous itiggonly calculated inflation in the urban sprafithe
City of Buenos Aires. Pursuant to these calculatioine new consumer price index rose by 10% during
the first quarter of 2014he IMF has declared that it will review later i612 Argentina’s reports on
progress in revising its inflation and gross domegstoduct statistics.

Outlook for 2014

In 2014, real GDP is expected to grow around 00B4land the inflation rate, to rise (most
forecasts expect an inflation rate for 2014 gretiten the one observed for 2013). As for the sitna
with the official exchange market, the Peso dejttemi is likely to speed up (the dollar price & #nd
of 2014 could reach Ps.10.0). International researe expected to continue to fall throughout 20it4
at a lower rate than the one observed in 2013.

Tariffs

Our revenues and margins are substantially depédethe composition of our tariffs and on
the tariff setting and adjustment process contetaeglay our concession.

The following chart shows the variation in Eden@verage tariff, including taxes, in Pesos per
MWh in the periods indicated:
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B ENERGY PURCHASES mVAD TAXES

Our tariffs for all of our customers (other tharstmers in the wheeling system) are composed
of:

¢ the cost of electric power purchases, which we pag® our customers, and a fixed charge
(which varies depending on the category and lefrebnsumption of each customer and
their energy purchase prices) to cover a portioounfenergy losses in our distribution
activities (determined by reference to a fixed patage of energy and power capacity for
each respective voltage level set forth in our ession);

e our regulated distribution margin, which is knowathe value-added for distribution, or
VAD,and the fixed and variable charges of the Resmh 347/12; and

e any taxes imposed by the Province of Buenos AireakeCity of Buenos Aires, which may
differ in each jurisdiction.
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Certain of our large users (which we refer to aselimg system customers) are eligible to
purchase their energy needs directly from genesatothe wholesale electricity market and to acguir
from us only the service of delivering that elegityi to them. Our tariffs for these large usersofkn as
wheeling charges) do not include, therefore, chafgeenergy purchases. Accordingly, wheeling caarg
consist of the fixed charge for recognized lossesefmined by reference to a fixed percentage efggn
and power capacity for each respective voltaged Eeteforth in our concession) and our distribution
margin. As a result, although the amounts billed/teeling system customers are relatively lowen tha
those billed to other large users, namely industisars, the distribution margin on sales to whnegli
system customers is similar to that of other largers because we do not incur the correspondirigptos
electric power purchases related to those sales.

Recognition of Cost of Electric Power Purchases

As part of our tariffs, we bill our customers fbetcosts of our electric power purchases, which
include energy and capacity charges. In generahwehase electric power at a seasonal price, wkich
approved by the ENRE every six months and revieguedterly. Our electric power purchase price
reflects transportation costs and certain otheuleggry charges (such as the charges imposed by the
Fondo Nacional de Energia Eléctrica (National Electricity Energy Fund)).

According to the current regulatory framework, BERRE is required to adjust the seasonal price
charged to distributors in the wholesale elecyriniarket every six months. However, between January
2005 and November 2008, the ENRE did not make thdgestments. In November 2008, the ENRE
issued Resolution No. 628/08, which establishedhthwe tariffs applied by Edenor as of October 1,200
(see “— Tariffs — Distribution margin or value adier distribution (VAD) — Adjustment
Agreement”) and modified seasonal prices chargedfistoibutors, including the consumption levelsttha
make up the pricing ladder. The new pricing ladsis prices according to the following levels of
consumption: bimonthly consumption up to 1,000 kWimonthly consumption greater than 1,000 kWh
and less than or equal to 1,400 kWh; bimonthly comgtion greater than 1,400 kWh and less than or
equal to 2,800 kWh; and bimonthly consumption gretitan 2,800 kWh. In 2012, pursuant to Resolution
No. 90688/2009, approximately 290,000 customer&wegempted from paying the prices set forth by
Resolution No. 628/2008 of the ENRE. In additidve ENRE authorized us to pass through some
regulatory charges associated with the electricgpgrchases to our customers, excluding residentia
customers with bi-monthly consumption levels belb®00 kWh. In 2013, we collected Ps. 491.9 million
through PUREE funds.

On November 7, 2011, through Secretary of EnerggoRéon No. 1301/2011, a new
unsubsidized tariff scheme applicable to non-regidbecustomers grouped together by certain ecoaomi
activities came into effect. According to this nawiff scheme, depending on the final seasonaldidie
for the period November 2011 and April 2012 for WWaolesale Electricity Market, the affected
customers will pay an average price of $320/MWIfrais December 2011.

On November 24, 2011, through joint resolution2®. of the Undersecretary for Coordination
and Management Control, Ministry of Federal Plagrand resolution No.799 of the Budget
Undersecretary of Ministry of Finance of the Minysbf Economy and Public Finance, the removal of
subsidies as from the January 1, 2012 appliedrtaingesidential areas within the City of Buendees,
including the neighborhoods of Puerto Madero, BaParque, Recoleta, portions of Palermo and certain
closed community neighborhoods in the northern pfitie Greater Buenos Aires Metropolitan Area.

On December 2, 2011, through joint resolution R29 of the Undersecretary for Coordination
and Management Control, Ministry of Federal Plagrand resolution No. 810 of the Budget
Undersecretary of Ministry of Finance of the Minyjsbf Economy and Public Finance, the removal of
subsidies as from January 1, 2012 applied to cehigh-end residential type buildings in the Cify o
Buenos Aires and to certain public agencies pérngito the government of the City of Buenos Airgs,
well as to the concessionaire of the highway neltvimthe City of Buenos Aires.

On December 5, 2011, the Secretary of Energy isRa@solution No. 1537/2011, which
implemented the Volunteer Waiver Form Subsidy.

On May 8, 2012, the Secretary of Energy issued IlRéso 2883/2012, whereby instructing the
Company to apply a methodology to stabilize this bih order to minimize the effects of the seasona
consumption of all the residential customers. Tigliaation of this methodology is optional for tkes
costumers.
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Average consumption is determined based on theuogpigon recorded for the last six two-
month consumption periods. The stabilization factsults from the difference between the
aforementioned average consumption and the cuss@atonth consumption period. This value is added
to or subtracted from the two-month consumptiongaecharges, and the result obtained is the ammount
be paid before the applicable taxes. Adjustmenksetmade in accordance with the differences between
average consumption and recorded consumption witeHected in consumer bills for the last two-nfont
consumption period of each calendar year.The diffees that arose as a consequence of comparing the
annual average consumption to the current two-moatisumption period have been recorded at the end
of each period in the trade receivables in the Glishsted Statement of Financial Position account,
crediting or debiting the account as applicabl@eteling on whether the annual average consumgion i
higher or lower than the current two-month consuompperiod.

We purchased a total of 20.552 GWh in 2013, 19B%& in 2012 and 18,862 GWh in 2011
(excluding wheeling system demand). Until 2004 puechased a portion of our energy needs under
long-term supply contracts. Following the adoptidrtertain amendments to the pricing rules appleab
to the wholesale electricity market pursuant toRlblic Emergency Law, however, we have purchased
all of our energy supply in the wholesale electyicharket at the spot price ever since. We have not
purchased any energy under long-term supply casteacce 2004 and we do not anticipate making any
material purchases of energy in the term mark#étemear future.

In 2013, approximately 268,000 customers were exérom the payment of the tariff scheme
pursuant to ENRE’s Resolution No. 628/2008 and gedmmediate previous tariff scheme, pursuant to
the ENRE Resolution No 324/2008.

During 2013, the customers who are not subsidipatirued paying a monomial price of Ps.
320 /MWh, as set by Resolution No 324/2008 of the S

During the winter season for the period 2009-2@&2sonal rates were revised twice. For the
months of June and July, tariffs were revised st ribsidential customers with consumption leveltsvab
1,000 kWh received a full subsidy for their enepgychases. For the months of August and September,
residential customers with consumption levels aklg@®0 kWh received subsidies equal to a 70 percent
of their energy purchase price.

In November 2012, pursuant to Resolution 2016/1efSE and in accordance with the
Summer Seasonal Program approved for the perio@iNber 2012-April 2013, the seasonal price format
was modified, concluding in a single purchase pwitbout considering any demand nor time
segmentation and taking into account the struafitke demand as of October 2012 as the base.
Subsequently, the SE adopted Resolution 408/13hwihaintains both single price and the criteria for
raising subsidies during the winter season.

Recognition of cost of energy losses

Energy losses are equivalent to the difference éetvenergy purchased (including wheeling
system demand and energy sold. These losses mdgdsfied as technical and non-technical losses.
Technical losses represent the energy that igllastng transmission and distribution within theweik
as a consequence of natural heating of the conduataml transformers that transmit electricity frihra
generating plants to the customers. Non-techtosskes represent the remainder of our energy |l@ssks
are primarily due to illegal use of our serviceseEy losses require us to purchase additionalrelig
to satisfy demand and our concession allows usdover from our customers the cost of these pueshas
up to a loss factor specified in our concessiorewh tariff category. Our loss factor under our
concession is, on average, 10%. Our managementuséd on taking the necessary measures to ensure
that our energy losses do not increase above ¢uenazls because of their direct impact on our gros
margins. However, due to the inefficiencies asdediavith reducing our energy losses below the latel
which we are reimbursed pursuant to our conceggi®n 10%), we currently do not intend to
significantly lower our level of losses.

At the time of our privatization, our total enenggses represented approximately 30% of our
energy purchases, of which more than two thirdsevmen-technical losses attributable to fraud and
illegal use of our service. Beginning in 1992, wgiemented a loss reduction plaahag de disciplina
del mercado, or market discipline plan) that allowed us todyrally reduce our total energy losses to
10.0% by 2000, with non-technical losses of 2.7%wklver, beginning in mid-2001 and up until 2004,
we experienced an increase in our non-technicakksas the economic crisis eroded the abilityuof o
customers to pay their bills, and in our technicates in proportion with the increased volumerefrgy
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we supplied during those periods. Our total lossasunted to 12.6% in 2011, 13.3% in 2012 and 13.0%
in 2013.

The following table sets forth the approximateadiadown between technical and non-
technical energy losses experienced in Edenor ssiarearea over the periods indicated:

Year ended December 31,

2013 2012 2011
TechniCalloSSE: ......cuvveeveeeeeeeeeeveeevieeveeeeaes 103.% 10.5% 10.5%
Non-technical [0SS€eS .........ccccvvvevevvimmeee. 2.7% 2.7% 2.8%
TOtal I0SSES...cccciiiiieeieee et e 13.0% 13.3% 12.6%

Our capital expenditure program includes investsiémimprove and update our network,
which we believe will allow us to maintain our tetal losses at current levels despite furtheraases
in demand. See “Item 4. Information on the CompaBysiness Overview —Energy losses.”

Distribution margin or value-added for distribution (VAD)

Our concession authorizes us to charge a distobuttiargin for our services to seek to cover our
operating expenses, taxes and amortization expanse® provide us with an adequate return on our
asset base.

Historical Overview of VAD. Our concession originally contemplated a fixedribstion margin
for each tariff parameter with semiannual adjusttséased on variations in the U.S. wholesale price
index (67% of the distribution margin) and the Uc8nsumer price index (the remaining 33% of the
distribution margin). However, pursuant to the RuBimergency Law, all adjustment clauses in U.S.
Dollars or other foreign currencies and indexatitauses based on foreign indexes or other indexatio
mechanisms included in contracts to be performeth&yArgentine government were revoked. As a
result, the adjustment provisions contained inamncession are no longer in force and, from January
2002 through January 2007, we were required togehtime same fixed distribution margin in Pesos
established in 2002, without any type of currencinflation adjustment. These measures, coupleld wit
the effect of accumulated inflation since 2002 #reldevaluation of the Peso, have had a material
adverse effect on our financial condition, resafteperation and cash flows, leading us to recatd n
losses.

Adjustment Agreement. On September 21, 2005, we entered intoAtta Acuerdo sobre la
Adecuacién del Contrato de Concesién del Servicio Publico de Distribucion y Comercializacion de
Energia Eléctrica (Adjustment Agreement), an agreement with the Atige government relating to the
adjustment and renegotiation of the terms of omceasion. Because a new Minister of Economy took
office thereafter, we formally re-executed the Atijuent Agreement with the Argentine government on
February 13, 2006 under the same terms and conslitidginally agreed. The ratification of the
Adjustment Agreement by the Argentine governmerg e@mpleted in January 2007. Pursuant to the
Adjustment Agreement, the Argentine government @@uuois an increase of 28% in our distribution
margin, which includes a 5% increase to fund spegti¢apital expenditures we are required to make
under the Adjustment Agreement. See “—Liquidityl &@apital Resources—Capital expenditures.” This
increase was subject to a cap in the increaserd\mrage tariff of 15%. Although this increaseswa
applied to the distribution margin as a whole,dh#unt of the increase was allocated to our non-
residential customers (including large users thatipase electricity in the wheeling system) onligjal,
as a result, experienced an increase in VAD grelaser 28%, while our residential customers did not
experience any increase in VAD. The increase icéffe retroactively from November 1, 2005 and will
remain in effect until the approval of a new tastheme under the RTI.

The Adjustment Agreement also contemplates a ajgsenent mechanism for the transition
period during which the RTI process is being coteldicThis mechanism, known as the Cost Monitoring
Mechanism, or CMM, requires the ENRE to review actual distribution costs every six months (in
May and November of each year). If the variatietween our actual distribution costs and our
recognized distribution costs (as initially contéated in the Adjustment Agreement or, if adjustgd b
any subsequent CMM, the most recent distributicst base established by a CMM) is 5% or more, the
ENRE is required to adjust our distribution margirreflect our actual distribution cost base. The
ENRE’s review is based on our distribution costarduthe six-month period ending two months primr t
the date on which the ENRE is required to applycitet adjustment mechanism (on May 1 and
November 1) and any adjustment will become effectiem such date. The CMM takes into
consideration, among other factors, the wholesadecansumer price indexes, current exchange itiies,
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price of diesel and construction costs and salaaiésf which are weighted based on their relative
importance to operating costs and capital expereittWe may also request that the CMM be applied at
any time that the variation between our actualithistion costs and our then recognized distributioats

is at least 10% or more, and any adjustment tal@firibution cost base that results from this CMM w
become effective retroactively from the date wespré the CMM request to the ENRE. We cannot make
any assurances, however, that we will receive ahyd increases under the CMM.

On January 30, 2007, the ENRE formally approvedneuwv tariff schedule reflecting the 28%
increase in the distribution margins charged tormn-residential customers contemplated by the
Adjustment Agreement. In addition, because theugipent Agreement is effective retroactively
fromNovember 1, 2005, the ENRE applied the CMMaattively in each of May and November 2006,
the dates in each year on which the ENRE is reduoepply the CMM. In the May 2006 CMM, the
ENRE determined that our distribution cost baseihakased by 8.032% (compared to the distribution
cost base originally recognized in the Adjustmegteement), and, accordingly, approved an equivalent
increase in our distribution margins effective May2006. This increase, when compounded with the
28% increase granted under the Adjustment Agreemesiilted in an overall 38.3% increase in our
distribution margins charged to our non-resideriedtomers. In the November 2006 CMM, the ENRE
determined that our distribution cost base hacemsed by 4.6% (compared to our distribution coséba
as adjusted by the May 2006 CMM), and accordingjig,not approve any further increase in our
distribution margins at such time.

The ENRE also authorized us to charge our non-eesiiml customers the retroactive portion of
these tariff increases for the period from Noven@5 through January 2007, which amounted in the
aggregate to Ps. 218.6 million and, at Decembe2@11], had been fully invoiced. In October 200, t
Secretary of Energy issued Resolution No 1037/26@1ch granted us an increase of 9.63% in our
distribution margins to reflect an increase in distribution cost base for the period from May @08& to
April 30, 2007, compared to the recognized distithucost base as adjusted by the May 2006 CMM.
However, this increase was not incorporated intotaniff structure, and, instead, we were allowed t
retain the funds that we are required to collect mansfer to the PUREE to cover this CMM increasd
future CMM increases. In November 2007, we begaoanting for the retroactive portion of the May
2007 CMM increase for the period from May 1, 200 Dctober 31, 2007, which amounted to Ps. 49.6
million.

In July 2008, we obtained an increase of approxatyet7.9% to our distribution margin, which
we incorporated into our tariff structure. Thisnease represented the 9.63% CMM increase
corresponding to the period from May 2006 to AgAID7 and the 7.56% CMM increase corresponding to
the period from May 2007 to October 2007. These Chljustments were included in our tariff structure
as of July 1, 2008 and resulted in an average aseref 10% for customers in the small commercial,
medium commercial, industrial and wheeling systategories and an average increase of 21% for
residential customers with bimonthly consumptiorels over 650 kWh. In addition, the ENRE
authorized us to be reimbursed for the retroagiartion of the 7.56% CMM increase for the period
between November 2007 and June 2008, from the PURMKIS.

Furthermore, we requested an additional increasertdlistribution margins under the CMM to
account for fluctuations in the distribution cossb for the period from November 2007 to April 2008
comparison to the distribution cost base recognimethe CMM in November 2007. The ENRE issued
Note No. 81,399, which authorized a 5.791% incremster the CMM.

As of the date of this annual report, we had reeakesvelve additional increases under the
CMM since May 2008, eleven of which have been recey by ENRE pursuant to Resolution 250/13
and Note No. 6,852/13 of the SE with retroactiie@fas of May 2008 until September 2013. However,
these increases have not yet been incorporatedimttariff structure. Under the terms of the Adjoent
Agreement, these twelve increases should haveibeerporated into our tariff structure in May and
November of each year from 2008 onwards.
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As of December 31, 2013, we had submitted to thR EMvelve requests for CMM adjustments
as described in the table below:

CMM Adjustment Requested

Period Application Date Status
November 2007 - April 2008 May-08 5.79% Granted but not incorporated into tariffs
May 2008 - October 2008 Nov-08 5.68% Granted but not incorporated into tariffs
November 2008 - April 2009 May-09 5.00% Granted but not incorporated into tariffs
May 2009 - October 2009 Nov-09 5.03% Granted but not incorporated into tariffs
November 2009 - April 2010 May-10 6.83% Granted but not incorporated into tariffs
May 2010 - October 2010 Nov-10 7.48% Granted but not incorporated into tariffs
November 2010 -April 2011 May-11 6.12% Granted but not incorporated into tariffs
May 2011 - October 2011 Nov-11 7.69% Granted but not incorporated into tariffs
November 2011 -April 2012 May-12 8.54% Granted but not incorporated into tariffs
May 2012 - October 2012 Nov-12 6.98% Granted but not incorporated into tariffs
November 2012 - April 2013 May-13 6.88% Granted but not incorporated into tariffs
May 2013 -October 2013 Nov-13 7.90% Neither granted nor incorporated into tariffs
Cummulative 116.65%

On May 7, 2013, pursuant to the SE’s Resolution260/2013, the company was authorized to
compensate its debt registered under the PUREmRstgaMM recognitions for the period from May
2008 through February 28, 2013.

In addition, CAMMESA was instructed to issue satgtlements with maturity dates to be
determined for the surplus generated after compiens®detween the credits of the CMM and the
PUREE debts, to partially compensate the debt thighwholesale Electric Market. We are also entitled
to deposit the remaining sale settlements with nitgtwates to be determined in the trust created
pursuant to ENRE’s Resolution No. 347/2012. Furtiere, and according to Note No. 6,852/13 of the
SE, the effect of Resolution No. 250/2013 was edeein authorizing compensation of the debt regidtere
under PUREE against the CMM recognition for thequkending on September, 2013.

As of the date of this annual reporg $ale settlements with maturity dates to be deétecrhave
not been issued yet.

As of December 31, 2013 and 2012 the amounts ¢elldry Edenor through the PUREE,
amounted to Ps. 108.6 million (net of SE Resolu#66/13 and SE Note 6852/ effect) and Ps. 1,277.8
million , respectively, and have been disclosedenrmdher non-current liabilities. Until such time the
CMM adjustments are effectively transferred tottméfs, Edenor is entitled to use PUREE excessl$un
that it would otherwise be required to transfeC®MMESA, as established in Resolution of the
Secretary of Energy No. 1,037/07, in order to reirsb Edenor for the amounts it is owed for CMM
increases not yet reflected in Edenor’s distributivargin. Despite the fact that the effects of¢hes
regulations are a significant step towards thewegoof our situation, such regulations do not jue\a
definitive solution to our economic and financiguation. See “ltem 3. Key Information—Risk factors—
Risks Relating to Our Business—Failure or delagegotiate further improvements to our tariff
structure, including increases in our distributinargin, and/or to have our tariffs adjusted toerfl
increases in our distribution costs in a timely mamor at all, has affected our capacity to perfoun
commercial obligations and could also have a maltadverse effect on our capacity to perform our
financial obligations. As a result, there is substd doubt with respect to the ability of the Compédo
continue as a going concern.” and “ltem 3. Key infation—Risk factors—Risks Relating to the
Electricity Distribution Sector—The Argentine gouenent has intervened in the electricity sectohin t
past, and is likely to continue intervening.”
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On November 23, 2012, the ENRE issued Resolution34@2012, pursuant to which it
established a fixed and variable charge differéedicdoy category of customers, which the distributio
companies will collect on account of the CMM adjnshts stipulated in clause 4.2 of the Adjustment
Agreement, and will use exclusively to finance astructure and corrective maintenance of their
facilities. Such charges, which are being cleadgntified in the bills sent to customers, are being
deposited in a special account to be managed bystée. Such amounts are being used exclusively to
finance infrastructure and corrective maintenarfcén® facilities and will be taken into account &rgs
ENRE'’s RTI.

The following table sets forth the relative weigtitour distribution margin in our average tariffs
per category of customer (other than wheeling systblic lighting and shantytown customers) in our
concession area at the dates indicated. Althokgh/AD and electric power purchases per category of
customer are the same, we are subject to difféeeswets in the Province of Buenos Aires and the Gity
Buenos Aires.

VAD Average Taxes Electric Power Purchases
November  January February  October Res1301  November January February  October Res1301  November January February  October Res.1301
Tariff® 2001 2005 2007 2008 2011@ 2001 2005 2007 2008 2011@ 2001 2005 2007 2008 2011
Residentie
TIRI (0-300) 49.40% 44.50% 44.50% 44.69% 11.26% 0% 28.70% 28.70% 28.70% 28.70% 21.90% 26.80% 26.80 26.61% 60.00%
TIRI2 (301-
650) 36.20% 33.00% 33.00% 30.81%  4.80% 29.20% 29.20% 29.20% 29.23% 29.23% 34.60% 80%7. 37.80% 39.95% 65.91%
TIR# (651-
800) 32.08% 4.55% 29.23% 29.23% 38.68% 66.15%
TIR4 (801-
900) 31.63% 4.32% 29.23% 29.23% 39.13% 66.39%
TIRS (90-
1000) 32.75% 4.35% 29.23% 29.23% 38.02% 66.37%
TIR6 (1001-
1200) 26.29% 4.19% 29.23% 29.23% 44.48% 66.51%
TIR 7 (1201-
1400) 27.18% 3.98% 29.23% 29.23% 43.59% 66.73%
TIR8 (1401-
2800) 25.94% 4.81% 29.23% 29.23% 44.83% 65.89%
TIR9 (> 2800) 22.50% 3.84% 29.23% 29.23% 48.26% 66.88%
Commercial -
small
demand
TIG1 55.10% 40.00% 47.80% 48.76% 21.91% 25.70% 025.7 25.70% 25.68% 25.68% 19.20% 34.30% 26.50% 25.55%52.34%
TIG2 53.60% 31.10% 43.60% 42.39% 15.979 25.60% 25.60% 25.60% 25.64% 25.64% 20.70 43.20% 30.70¥ 31.97% 58.29¥
TIG3 37.40% 9.13% 25.63% 25.63% 37.57% 1B8%.
Commercial -
medium
demand
T2 43.30% 27.90% 35.50% 38.03% 16.03% 25.60% 25.60%25.60% 25.63% 25.63% 31.00% 46.40% 38.90% 36.34% 8.15%0
Industria
T3 low
voltage
below
300kw 44.20% 26.50% 34.30¥ 37.86% 15.379 25.70% 25.70% 25.70 25.66% 25.66% 30.10¥ 47.80% 40.10% 36.48% 58.84Y
T3 low
voltage
over
300kw 42.60% 24.50% 32.10% 27.09% 11.99% 25.60% 25.60% 25.60% 25.62% 25.62% 31.80¥ 49.90% 42.30% 47.29% 62.29¥
T3 medium
voltage
below
300kw 29.30% 14.10¥ 19.70¥ 25.25% 8.46% 25.70% 25.70% 25.70 25.68% 25.68% 45.009 60.30% 54.60% 49.06% 65.73%
T3 medium
volgate
over
300kw 27.30% 12.30% 17.50% 17.71% 7.09% 25.70% 25.70% 25.70% 25.69% 25.69% 47.00% 006@. 56.80% 56.60% 67.11%
Average Tariff 41.20% 28.50% 33.90% 33.16% 9.57% 2% 27.20% 27.20% 27.24% 27.24% 31.50% 44.20% 0389  39.60% 63.10%
1) T1R1 refers to residential customers whose peakaitglemand is less than 10 kW and whose bimoethdygy demand is less than

or equal to 300 kWh. T1R2 refers to residentiatemers whose peak capacity demand is less theWIdhd whose bimonthly energy
demand is greater than 300 kWh but less than 65@ RUR3 refers to residential customers whose peglcity demand is less than 10
kW and whose bimonthly energy demand is greater 868 kWh but less than 800 kWh. TIR4 refers sidential customers whose
peak capacity demand is less than 10 kW and whosenthly energy demand is greater than 800 kWHdastthan 900 kwWh. TIR5
refers to residential customers whose peak capa@eityand is less than 10 kW and whose bimonthlyggréegmand is greater than
900kWh but less than 1,000 kWh TIR6 refers to edidl customers whose peak capacity demand ithasslO kW and whose
bimonthly energy demand is greater than 1,000 KkWihless than 1,200 kWh. TIR7 refers to residentiagtomers whose peak capacity
demand is less than 10 kW and whose bimonthly graemand is greater than 1,200 kWh but less th00XkWh. TIR8 refers to
residential customers whose peak capacity demdesisishan 10 kW and whose bimonthly energy dersagicbater than 1,400 kWh
but less than 2,800 kWh. TIR9 refers to residkatiastomers whose peak capacity demand is lesslthéidv and whose bimonthly
energy demand is greater than 2,800kWh. T1Gls&derommercial customers whose peak capacity dimedess than 10kW and
whose bimonthly energy demand is less than or equi00 kWh. T1G2 refers to commercial customdrsse peak capacity demand
is less than 10 kW and whose bimonthly energy densagreater than 1600 kWh but less than 4,000 KMB3 refers to commercial
customers whose peak capacity demand is greatedtB@0 kWh. T2 refers to commercial customerssetpeak capacity demand is
greater than 10 kW but less than 50 KW. T3 rdfersistomers whose peak capacity demand is eqoalg@ater than 50 kW. The T3
category is applied to high-demand customers azaptd the voltage (tension) at which each customeonnected. Low tension is
defined as voltage less than or equal to 1 kV aedinm tension is defined as voltage greater thahhik less than 66 kV
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2) On November 7, 2011, the Energy Secretariat isRemblution No. 1301/11, which established the sunsdleeduling,
eliminating government grants to certain econorstivies, which, in accordance with the provisiafshe Resolution, are in
conditions to pay the actual cost that needs tmdigred for being supplied with their demand aagticity. The removal of
government grants has been extended to residens&dmers, who were classified by geographicalsazed type of residence. The
modification related only to electricity purchasécps in the Wholesale Electricity Market, for whireason the Company’s VAD
(value added for distribution) remained practicaifchanged.

Integral Tariff Revision (RTI).

An integral tariff proposal include, among othecttas, a recalculation of the compensation we
receive for our distribution services, includingea that are not currently passed onto our cus®mer
(such as taxes on financial transactions), a rehasmlysis of our distribution costs, modificatidaour
quality of service standards and penalty schemefaraly, a revision of our asset base and rate of
return. For this purpose, wewill submit to the EN&post-tax return on our asset base, which we
calculate as operating income plus depreciatiqrgperty, plant and equipment, less the tax charge
resulting from the application to this amount of thgal tax rate (currently, at 35%), divided bg tkalue
of our gross asset base. We believe that this rdeghoalculating our return on assets is consiskéiit
the requirements of the Adjustment Agreement, algfiowe cannot guarantee that the ENRE will not
decide to use other factors or methods to calcolateeturn on assets.

On April 30, 2007, the Secretary of Energy issueddRution No. 434/2007, which established
that the new tariff structure resulting from thelRuld take effect on February 1, 2008 and wowdd b
implemented in two installments, in February andyést 2008.

In July 2008, the Secretary of Energy issued Réisol865/2008, which reviews the RTI
schedule contemplated by the Adjustment Agreemé&he Secretary of Energy revised the original RTI
schedule and stated that the new tariff structitbeoRTI would take effect in February 2009 anat tif
in February 2009 the tariff resulting from the Rildre greater than the tariff in place at that mommie
tariff increase would be applied in three stages:first adjustment would take place in Februar§®0
the second in August 2009 and the last one in Fep2010.

On November 12, 2009, we submitted an integrdif fardposal to the ENRE’s Board of
Directors as requested by ENRE Resolution No. 48382 Our proposal included, among other factors, a
recalculation of the compensation we receive fardistribution services, including taxes that ao¢ n
currently passed onto to our customers (such @&stax financial transactions), a revised analyfsigip
distribution costs, modification to our quality sdrvice standards and penalty scheme and, firally,
revision of our asset base and rate of return.pbesentation included three different scenarios and
related tariff proposals; two scenarios contemplléeResolution No. 467/08 of the ENRE and a third
scenario which contemplated a quality regime ared ebundelivered energy similar to the one cuityent
in effect. Each scenario included the assumptionttich the hypothetical scenario was prepared and
detailed supporting studies: projected demand, ddroarve studies by customer category,
environmental management plan, capital base stidgly of the group of facilities required to medwed t
demand of a certain homogeneous market in terrnerefumption with the lowest costs (known as
“Sistemas Eléctricos Representativos”), contemglateestment plan, operating costs analysis,
profitability rate analysis, resulting revenue regment and electricity tariff adjustment criteriokach
scenario assumed that the tariff increase wouldnpéemented in three equal semiannual installments.

As of the date of this annual report, not only hagesolution been issued concerning the
application of the electricity tariff schedule réswg from the RTI, but we also have not receiveg a
feedback with respect to the proposal filed in Noler 2009.

Based on the parameters of the RTI set forth inAifjestment Agreement, we expect that this
revised tariff scheme will maintain our currenttdisution margins following the increases granteder
the Adjustment Agreement (including any increasesigd pursuant to the CMM) and include a cost
adjustment mechanism similar to the CMM. BecauseRl is provided for in the Adjustment
Agreement, which was approved by the Argentine Gesgyand ratified by the Argentine Executive
Branch, we believe that the ENRE’s decision will he subject to ratification procedures.

The outcome of the renegotiation of our tariff sttwe, however, is highly uncertain as to its
final result. We cannot assure you that the retiaton process will conclude in a timely mannetthoat
the revised tariff structure will cover our costglacompensate us for inflation and currency develna
in the future and provide us with an adequate neturour asset base. See “ltem 3. Key Information—
Risk factors—Risks Relating to Our Business—Failuréelay to negotiate further improvements to our
tariff structure, including increases in our distriion margin, and/or to have our tariffs adjusiedeflect
increases in our distribution costs in a timely mamor at all, has affected our capacity to perfoun
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commercial obligations and could also have a maltadverse effect on our capacity to perform our
financial obligations. As a result, there is substd doubt with respect to the ability of the Caany to
continue as a going concern.”

Social Tariff Regime. According to the Adjustment Agreement, we will leguired to apply a
social tariff regime as part of our revised tasiffucture resulting from the RTI. This regime isyatem
of subsidized tariffs for the poverty-stricken sgstof the community to be approved by the ENREén
context of the RTI. The social tariff regime willovide poverty-stricken sectors of the communitshw
the same service and quality of service as othensusThe beneficiaries under this regime musstegi
with the Argentine government and meet certairedst including not owning more than one home and
having a level of electricity consumption that @&t higher than a maximum to be established by the
Argentine government. According to the Adjustmé&gteement, the Argentine government will
subsidize the increased costs associated withotial sariff regime in part with contributions bgers
not subject to this regime. We will be requirecctwer a portion of these costs by not charging the
beneficiaries of this regime for reconnection exgg=nand installation of new equipment, updating our
billing system and granting payment plans to befies for existing past-due electricity bills. ewW
currently anticipate that the incremental costs@fiproviding services under the social tariffineg will
not be significant. However, we cannot guarartte¢ the social tariff regime will be implementediie
manner, or under the terms, we currently anticipate

Demand

Energy demand depends to a significant extent onaroic and political conditions prevailing
from time to time in Argentina, as well as seasdaelors. In general, the demand for electricayies
depending on the performance of the Argentine ergnas businesses and individuals generally
consume more energy and are better able to payhifisiduring periods of economic stability or gyrit.
As a result, energy demand is affected by Argergmeernmental actions concerning the economy,
including with respect to inflation, interest ratpsice controls, foreign exchange controls, teeed
energy tariffs.

Electricity demand

The following table sets forth the amount of eliedly generated in Argentina and our electricity
purchases in each of the periods indicated.

Edenor’s Demand
asa% of Total

Year  Electricity Demand®  Edenor Demand® Demand
1994 55,827 11,386 20.4%
1995 57,839 11,629 20.1%
1996 61,513 12,390 20.1%
1997 66,029 13,046 19.8%
1998 69,103 13,768 19.9%
1999 71,689 14,447 20.2%
200c 75,59: 15,14¢ 20.0%
2001 78,098 15,414 19.7%
2002 76,483 14,865 19.4%
2003 82,261 15,811 19.2%
2004 87,477 16,673 19.1%
2005 92,340 17,623 19.1%
2006 97,590 18,700 19.2%
2007 102,950 20,233 19.7%
2008 105,959 20,863 19.7%
2009 104,592 20,676 19.8%
2010 110,767 22,053 19.9%
2011 116,418 23,004 19.8%
201z 121,322 23,93 19.7%
2013 125,167 24,902 19.9%

Source: Comparifa Administradora del Mercado Mayorista Eléctrico, SA. (CAMMESA)
(1)  Includes demand in tiercado Eléctrico Mayorista Sistema Patagoénico (Patagonia wholesale electricity market, or MEMSP)
(2) Calculated as electricity purchased by us amdubeeling system customers.
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Electricity demand in our concession area has gramwaverage of 4.2% per annum since 1994.
The evolution of demand shows two growth periodsrimipted by a slight decline in demand in 2002
attributable to the economic crisis, and a sligitrdase registered in 2009, as a consequence gibtied
financial crisis.

The following graph represents the annual growtbrargy purchased to satisfy the demand of
each operating area within Edenor concession anea2000 through 2013:
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Beginning in mid-2001 through 2002, the declin¢hi@ overall level of economic activity and
the deterioration in the ability of many of our tarsers to pay their bills as a result of the ciliststo an
overall decrease in demand for electricity andrangase in non-technical energy losses. After the
economic crisis, however, demand started growirggragncreasing an average of 4.3% per annum from
2003 through 2013. This increase in demand wagaltenewed growth in the Argentine economy since
the second half of 2003 and the relative low césnergy to consumers, in real terms, resultingnftbe
freeze of our distribution margin and the elimioatdf the inflation adjustment provisions of our
concession in 2002. Demand by residential customersased by 5.2% in 2013, primarily due to the
addition of new household electricalappliancesthedrelative low cost of energy, in real terms. Rech
by our high-demand customers and wheeling systestomers increased by 3.1% in 2013, mainly due to
a reactivation beginning in August 2013 (includthg wheeling system demand).

The small commercial category of customers registerdecrease in demand in 2002, but
recovered slightly after the initial effects of theonomic crisis due to the sensitivity of custogriarthis
category to the economic status of their smallim&ses. The medium commercial category of customers
has generally demonstrated the same volatilityeimand as low-demand customers in recent years.

Public lighting demand has declined significantiepthe past few years due to the introduction
of low-consumption lighting. We believe that thebpa lighting category will continue to registemio
demand despite continued economic expansion arahutbvelopment. After having increased
significantly in 2005, demand in shantytowns siabd in 2006, remaining in line with historic grdwt
levels, and was below the increase in demand fotomudemand residential category of customers.
However, overall demand in this category is rekdfivsmall in comparison to other larger categooies
our customers. See “Iltem 4. Information on the Canyp—Framework Agreement (Shantytowns)”

The Argentine government has also implemented BREE in an attempt to curb increases in
energy demand by offering rewards to residentidlsmnall commercial customers who reduce their
energy usage in comparison to their use in 200300%, the Argentine government implemented a
second version of the PUREE (PUREE II), which relsaesidential and small commercial customers
based on their usage in 2003 and industrial custobesed on their usage in 2004. The PUREE Il also
penalizes industrial customers whose usage ex@¥dwf the 2004 levels and penalizes residential
customers with bi-monthly consumption levels atbove 300 KWh and small commercial customers
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whose usage exceeds 90% of their usage level©a8. Residential customers with consumption levels
below 300 KWh are exempt from penalty. In spitehef PUREE and PUREE Il, energy demand has
continued to increase during the three years ibleas in effect.

On October 31, 2008, the Secretary of Energy adoResolution 1170/08, which excludes all
the T1G, T2, T3 and T1R customers with bi-montldpsumption levels over and above 1,000 KWh
from receiving PUREE reward payments.

On March 2, 2010, the Secretary of Energy adoptesbRtion 45/2010, which revised the
calculation of the coefficient used to reward TiRtomers with consumption levels below 1,000
KWh.This resolution decreased the rewards that sgehs are entitled to receive.

We cannot assure you that the tariffs that resainhfthe RTI or future economic, social and
political developments in Argentina, over which kgve no control, will not have an adverse effect on
energy demand in Argentina. See “ltem 3. Key Imfation—Risk factors—Risks related to the
electricity distribution sector—Electricity demanthy be affected by tariff increases, which may lead
distribution companies, such as us, to record loeeenues.”

Capacity demand

Demand for installed capacity to deliver electyigenerally increases with growth in demand
for electricity. However, since the 2001 and 2@€igis, with the exception of the two thermal gextien
plants described below, no new generation plants baen built in Argentina. However, the Argentine
government has implemented some economic incensued as those contained in trergia Plus
Program, which have served to increase generasipgaity in existing generation plants such as @éntr
Térmica Gliemes and Central Loma de la Lata. Addaeneration capacity would place limits on our
ability to grow and could lead to increased senrdiseuptions, which could cause an increase irfioes.
See “Item 3. Key Information—Risk factors—Risks &#lg to the Electricity Distribution Sector—If we
experience continued energy shortages in the fageowing demand for electricity, our ability to loer
electricity to our customers could be adverselgatd, which could result in customer claims, mater
penalties, government intervention and decreasadtseof operations.”

In response to the lack of private investment iw generation plants, the Argentine government
undertook a project to construct two 800 MW thergeteration plants, Central Termoeléctrica Manuel
Belgrano and Central Termoeléctrica General SaniNMaConstruction of these two plants was
completed and operations commenced in 2009. Thetards were constructed with funds derived from
three sources: net revenues of generators denigeddnergy sales in the spot market, a speciabehar
our non-residential customers per MWh of energlgdiaind a specific charge from CAMMESA
applicable to large users. In addition to the cwmtsion of these two new thermal generation plants,
September 2006 the Secretary of Energy issued ResoNo. 1281/06 in an effort to respond to the
sustained increase in energy demand following Aigals economic recovery after the crisis. This
Resolution seeks to create incentives for energgiggion plants to meet increasing energy needs. Th
government has also required us to finance 24%Ealedur 26%, of the construction costs of two high-
tension 220 kV lines between t@entral Puerto andCentral Costanera generators and thdal aver
network, which will provide access to an additioB@0MW of energy from th€entral Puerto and
Central Costanera generators that currently cannot be distributegl tdusaturation of their grids. In May
2012, we finished the construction of the 220k\Kilirg lines of the local generators Central Puent a
Central Costanera with Edenor network, through Malaubstations. This extension was decided by the
Resolution No0.1,875/05 of the SE and it allowsraréase in supply capacity by 600 MW from Central
Puerto and Central Costanera generators. In Deage2i2, the third transformer of 300 MVA-220/132
kV was put into service in Malaver’s substation.

We cannot assure you that these new generatiotspldlhbe able to serve our energy demands
in the manner we anticipate.

Seasonality of Demand

Seasonality has a significant impact on the denfilanelectricity in our concession area, with
electricity consumption peaks in summer and wirlfée impact of seasonal changes in demand is
registered primarily in our residential and smalienercial customer categories. The seasonal ckange
in demand are attributable to the impact of varidimatological factors, including weather and the
amount of daylight time, on the usage of lightgthmgy systems and air conditioners.
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The impact of seasonality on industrial demancefectricity is less pronounced than on the
residential and commercial sectors, primarily beeadifferent types of industrial activity by theature
have different seasonal peaks, such that the dtiratfect is more varied. The chart below shows
seasonality of demand in Edenor’s residential custocategory for the periods indicated.
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The chart below shows seasonality of demand in &d¥small commercial customer category
for the periods indicated.

1800 - m o m o e Small Commercial

170.0 == = = = = == = = = e e e e e
160.0 1=l ~ == === === === === === mm oo
1500 +- 44 ------------------ - e L LT

140.0 - - - - - - ———————— 4 — — - .

GWh

130.0 - - - - - - 2. &
1200 - = 1B - - - - -

1100 - - - - - - - -

100.0
Jan Feb Mar  Apr  May Jun Jul Aug Sep Oct Nov Dec
2011 2012 2013

80



The chart below shows seasonality emand in Edenor's medium commercial customer
category for the periods indicated.

Medium Commercial

Jan Feb Mar  Apr May  Jun Jul Aug Sep Oct Nov Dec
2011 W 2012 2013

The chart below shows seasonality of demand in &deimndustrial customer category for the
periods indicated.
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Taxes on Electricity Tariffs

Sales of electricity within our service area argjsct to certain taxes, levies and charges at the
federal, provincial and municipal levels. Theseetaxary according to location and type of user. In
general, residential and governmental users afjecuo a lower tax rate than commercial and indgaist
users. Similarly, taxes are typically higher in Br@vince of Buenos Aires than in the City of Bugno
Aires. All of these taxes are billed to our custosrelong with electricity charges.
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Framework Agreement (Shantytowns)

Since 1994, we have supplied electricity to loweime areas and shantytowns within our
concession area under a special regime establgirsdant to a series of framework agreements.aFor
discussion of these agreements and our ongoingiaggos to extend the most recent framework
agreement, see “ltem 4. Information on the CompaRsarmework Agreement (Shantytowns)”

Operating Expenses

Our most significant operating expenses are trassion and distribution expenses, which
include depreciation charges, salaries and soe@irgy taxes, outsourcing and purchases of méderia
and supplies, among others.

We seek to maintain a flexible cost base by ach@gan optimal level of outsourcing, which
allows us both to maintain a lower cost base amdggiis the ability to respond more quickly to cheng
in our market. We had approximately 2,518and 2{Aitd party employees under contract with us as of
December 31, 2013and 2012, respectively. The nuoifitbird-party employees under contract does not
directly relate to the number of third-party emmeyg actually performing services for us at anymive
time, as we only pay for the services of these eygads on an as-needed basis. See “Item 6. Directors
Senior Management and Employees—Employees.”

Our principal material and supply expenses cowdipuirchases of wire and transformers.(
electromagnetic devices used to change the voléage of alternating-current electricity), which wise
to maintain our network.

Summary Historical Results of Operations

The following table provides a summary of our ogierss for the years ended December 31,
2013, 2012 and 2011.

Consolidated Statement of Comprehensive | ncome (L 0ss)*

2013 2013 2012 2011
(Figuresin millions)

Continuing Operations

Revenue from salél ..........ooviiiiii e U.S.$ 527.6 Ps. 3,440.7 Ps. 2,976.2 Ps. 2,302.0
Electric power purchases ...........c.ooovviveviniiniiiininennens (314.4) (2,050.3) (1,740.2) (1,130.9)
Subtotal 213.3 1,390.4 1,236.C 1,171.1
Transmission and distribution expenses ..................... (315.2) (2,055.3) (1,344.1) (970.5)
Gross (loss) profit (102.0) (664.9) (108.1) 200.6

SelliNg EXPENSES ....vvii it (84.1) (548.3) (352.9) (261.9)
Administrative eXpPenses ..........cooveueeiiriiniiniiieiiieneens (49.8) (324.8) (249.4) (196.6)
Other operating iNnCoMe ..........ccvvvviiiiiiiiieee e, 9.4 61.€ 32.3 22.5
Other opertaing eXPense ............ccuvveeeeeiieieiineineinennn (21.9) (142.8) (150.2) (93.8)
Gain from interest in joint ventures ..............c.co.eeevneee. - - - -
Gain from acquisition of companies ...................cceevee. - - - 435.0

Revenue from customers contributions exempt frowoligions 0.1 0.7 - -

Operating (loss) profit before Resolution SE 250/13 and Note

6852/13 (248.2) (1,618.5) (828.4) 105.8
Higher costs recognition - Resolution SE 250/13 ......... 449.8 2,933.1 - -
Operating profit (loss) 201.6 1,314.€ (828.4) 105.8
Financial iINCOMé .............ccooiiiiiiiiiiiiiiiee e 44.0 287.1 75.E 53.5
Financial expensed.............cccoccveeiiieviiee e (77.4) (504.9) (226.0) (150.6)
Other financial expense (41.9) (273.1) (168.1) (93.5)
Net financial eXpense ............ccoviviiiiiiiiiiiieeees (75.3) (490.9) (318.6) (190.6)
Profit (L oss) before taxes 126.3 823.7 (1,147.0) (84.8)
INCOME TAX v ittt e e e e 6.8 44.1 116.7 (82.2)
Profit (Loss) for the year from continuing operata. 133.1 867.¢ (1,030.3) (167.0)
(Loss) Profit from discontinued operations ................. (14.6) (95.1) 16.€ (124.4)
Profit (Loss) for theyear 11855 7727 (1,013.4) (291.4)
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Profit (Loss) for theyear attributableto:

118.3

Owners of the parent ...........oooiiiiiii 771.7 (1,016.5) (304.1)
Non-controlling INterests ............coevviieiiiiiiiieinenennn. 0.2 1.C 3.1 12.7
Profit (L oss) for theyear U.S.$ 1185 Ps. 772.7 Ps. (1,013.4 Ps. (291.4)
Profit (Loss) for theyear attributableto the owners of the parent:
ContinUING OPErations ...........ccoveveeeuieiieiiiiiiiceieeene 133.1 867.€ (1,030.3) (167.0)
Discontinued OpPerations ...........c.ccovvuevuniieeniinennnns
(14.7) (96.1) 13.€ (137.1)
118.4 771.8 (1,016.5) (304.1)
Other comprehensiveincome
Items that will not be reclassified to profit or loss
Results related to benefit plans .............cooceeiiin, 3.2) (21.0) 7.9 (10.2)
Tax effect of actuarial income (losses) on bergdits .......... 11 7.3 (2.8) 3.6
Total other comprehensive loss from discontinuestajons ... - - (2.1) (5.7)
Total other comprehensive (loss) income (2.1) (13.6) 3.0 (12.3)
Comprehensiveincomefor theyear attributable to:
Owners of the parent ..o 116.3 758.1 (1,013.2) (315.4)
Non-controlling INterest .............ccoeuviiiiiiiiiiieinees 0.2 1.0 2.8 11.7
Comprehensiveincome (loss) for the year 1164 759.1 (1,010.4) (303.7)
Comprehensiveincome (loss) for the year attributableto owner of
the parent
ContinUING OPEratioNS ........uivtiitiie ettt 116.1 757.1 (1,025.1) (173.6)
Discontinued OpPerations ...............vuueviiiiieine i e 0.2 1.0 11.9 (141.8)
U.S.$116.3 Ps. 758.1 Ps. (1,013.2 Ps. (315.4)
Basic and diluted earnings (loss) per share attributableto the
owners of the parent:
Basic and diluted earnings (loss) per share frontigoing operations 0.154 1.004 (1.149) (0.186)
Basic and diluted (loss) earnings per share frasoaditinued
[o] o L=] = 1110 F T PPN (0.017) (0.111) 0.015 (0.153)
Basic and diluted earnings (loss) per ADS attributable to the
owners of the parent:
Basic and diluted earnings (loss) per ADS from wihg operations 3.080 20.086 (22.971) (3.723)
Basic and diluted (loss) earnings per ADS from aliginued
[o] o L=] = 1110 1T PPN 0@41) (2.225) 0.308 (3.057)
*) Translated into U.S. Dollars at #adling exchange rate for U.S. Dollars quoted bynd de la Nacién Argentina (the
“Banco Nacién”) on December 31, 2013, which was 62521 to U.S. $1.00.
1) Revenue from operations is recognized on an acbag$ and derives mainly from electricity disttibn. Such revenue includes

electricity supplied, whether billed or unbilled,the end of each year, and has been valued dresiis of applicable tariffs and the charge regardin

with the Resolution 347/12.

2) Includes interest on cash equivalents at Decemhe2®L3 and 2012 for Ps. 2.9 million and Ps. 32l6am, respectively.and net interest

for Ps.197.5 million relating to the CMM and the REE.

3) Net of interest capitalized at December 31, 2003 22and 2011 for Ps. 24.5 million,Ps. 25.4 millamd Ps. 16.1 million, respectively.
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Year Ended December 31, 2013 compared with Year Ended December 31, 2012.
Revenue from sales

Revenue from sales increased 15.6% to Ps. 3,440i@mfor the year ended December 31,
2013, from Ps. 2,976.2 million for the year endext®nber 31, 2012.

This increase was basically due to the additiomasdine from Resolution 347/12 of the ENRE
(FOCEDE) implemented in December 2012 (see “lte@pterating and Financial Review and Prospects
— Critical Accounting Policies- Going Concern”), iwh represented approximately Ps. 437.0 million
and also due to a 4.4% increase in the volume @fggrsold, which went from 20,760GWh in 2012 to
21,674 GWh in 2013. This increase in volume islaitable to a 2.6% increase in the average
consumption per customer and a 1.7% increase inuhwer of customers.

Net energy sales represented approximately 98.68arofiet sales in 2013 and 98.7% in 2012;
late payment charges, pole leases, and connectibreaonnection charges account for the remaining
balance.

Electric Power Purchases

The amount of electric power purchases increase®l%no Ps. 2,050.3 million for the year
ended December 31, 201, from Ps. 1,740.2 milliorife year ended December 31, 2012. This increase
of Ps. 310.1 million was mainly due to the costrabbile generation (is the cost of hiring transpabie
diesel fuel generators to address the failurelergtid), which was Ps. 185.6 million mobile getiera
cost and which we are not allowed to pass intff¢aand to the volume of energy purchased.

The volume of electric power purchases of Edenoreised 4.0% to 24,902 GWh for the year
ended December 31, 2013, from 23,394 GWh for tlae gaded December 31, 2012 (in both cases
excluding wheeling system demand).

Energy losses decreased to 13.0% for the year ddedeeimber 31, 2013, from 13.3% for the year
ended December 31, 2012. See “—Factors AffectingResults of Operations—Recognition of Cost of
Energy Losses.”

Transmission and Distribution Expenses

Transmission and distribution expenses increase?l%2o Ps. 2,055.3 million for the year
ended December 31, 2013, from Ps. 1,344.1 milldoriHfe year ended December 31, 2012. This increase
was mainly due to a Ps. 336.6 million increasealarges and social security taxes attributablento a
increase in employee compensation granted in 20434 as from January 2013 and a 5% non
cumulative increase as from June 2013) and anaser@ the number of employees, a Ps. 186.7 million
increase in fees and remuneration for services, 4#8.2 million increase in ENRE fines and peaalti
and an increase of Ps. 36.8 million in suppliesscomption.

As a percentage of revenue from saédassmission and distribution expenses incretsed
59.7% for the year ended December 31, 2013, fror2%45or the year ended December 31, 2012.

The following table sets forth the principal compats of our transmission and distribution
expenses for the years indicated. The figures @septed on a consolidated basis.

Year ended December 31,
% of 2013 % of 2012
2013 net sales 2012 net sales

(in millions of Pesos)

Salaries and soci

SECUNMLY taXES...uvveeeeeriiiiiieeer i .P30.7 38.5% 23.0% Ps.454.1 33.8% 15.3%
Supplies consumptic................ 121.¢ 5.9% 3.5% 85.1 6.3% 2.9%
Fees and remuneration for serv 665.1 32.4% 19.5% 478.5 3E.6% 16.1%
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Depreciation of property

plant and equipment................. 194.8 9.5% 5.7% 182.1  13.6% 6.1%
ENRE penalti€...........ccccouveenne. 234.¢ 11.4% 6.8% 106.€ 7.9% 3.€
Others......coeiiiiieieccee 48.C 2.3% 1.4% 371 2.8% 1.3%

Total cooveeiiieee Ps. 2,055.3 100.0% 59.7% Ps 13441 100.0% 45.9%

Gross (loss) profit

Our gross loss, including transmission and distidvuexpenses, increased by Ps. 556.8 million,
or 515.1%, to Ps. 664.9 million for the year en@etember 31, 2013, from a gross loss of Ps. 108.1
million for the year ended December 31, 2012. Tigsease was basically due to the increase in
transmission and distribution expenses describedelwhich were partially offset by the increase in
revenue from sales.

Selling Expenses

Our selling expenses are related to customer ssryioovided at our commercial offices, billing,
invoice mailing, collection and collection proceedsiras well as allowances for doubtful accounts.

Selling expenses increased 55.4 % to Ps.548.2mifltir the year ended December 31, 2013,
from Ps. 352.9 million for the year ended Decen8%r2012. This increase of Ps. 195.4 million was
mainly due to a Ps. 64.6 million increase in sakdnd social security taxes (attributable to areewse in
employee compensation granted in 2013 as explainddr the lin item “ Transmission and Ditribuition
Expenses” above and to an increase in the numbampfoyees), a Ps. 44.4 million increase in fegs an
remuneration for services (a 28.8 % increase apaoced to 2012), a Ps.20.9 million increase in the
allowance for the impairment of trade and otheerebles and a Ps. 42.3 million increase in ENRE
penalties).

As a percentage of net sales, selling expensesased to 15.9 %of net sales in the year ended
December 31, 2013, from 11.9 % for the year endeckhber 31, 2012.

The following table sets forth the principal compats of our selling expenses for the years
indicated. The figures are presented on a congstidaasis.

Year ended December 31,

% of 2013 % of 2012
2013 net sales 2012 net sales

(in millions of Pesos)
Salaries and social security

BAXES o Ps. 179.4 32.7% 5.2% Ps. 1148 32.5% 3.9%

Allowance for the impairment of trade

and other receivables ................... 38.0 6.9% 1.1% 17.1 4.9% 0.7%

Fees and remuneration for services 198.536.2% 5.8% 154.1 43.6% 5.2%

ENRE Penalties .........cccccceeeenne.n. 52.7 9.6% 1.5% 10.4 2.9% 0.8%

(@] 1111 1= 79.7  14.6% 2.3% 56.5 16.0% 1.4%
TOtal v, Ps. 548.3 100.0% 159% Ps. 3529 100.0% 11.9%

Administrative Expenses

Our administrative expenses include, among otlesysenses associated with accounting,
payroll administration, personnel training, systeypseration, maintenance and advertising.

Administrative expenses increased 30.2% to Ps83&illion for the year ended December 31,
2013, from Ps. 249.4 million for the year ended @&sber 31, 2012. This increase of Ps. 75.4 milli@s w
mainly due to a Ps. 24.8 million increase in sakdnd social security taxes attributable to arease in
employee compensation granted in 2013, a Ps. 2ili@mincrease in fees and remuneration for
services, a Ps. 4.7 million increase in rent asdriance and a Ps. 6.1 million increase in secseityices
(144.1 % compared to 2012).
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As a percentage of revenue from sales, admirirakpenses increased to 9.4% for the year
ended December 31, 2013, as compared to 8.4%¢doreltr ended December 31, 2012.

The following are the principal components of odménistrative expenses for the years
indicated. The figures are presented on a congstidaasis.

Year ended December 31,

% of 2013 % of 2012
2013 net sales 2012 net sales

(in millions of Pesos)

Salaries and social security

BAXES . i Ps. 149.9 46.2% 44% Ps. 125.1 50.2% 4.2%
Rent and insurance ............ccceeev.... 21.9 6.7% 0.6% 17.2 6.9% 0.6%
Fees and remuneration for services 103.431.8% 3.0% 74.5 29.9% 2.5%
Security Services .......cccccveeveeeeeennn. £0. 3.2% 0.3% 4.3 1.7% 0.1%
OtNEIS ..o 39.2  12.1% 1.2% 283 11.3% 1.0%
Total.oovvviieeeeieeeeee e Ps. 324.8 100.0% 9.5% Ps. 2494 100.0% 8.4%

Other operating (expenses) income

Other operating expenses include mainly retirerpagiments, severance payments and accrual
for lawsuits. Other operating expenses, decrebge&l.1% to a loss of Ps. 81.2 million for the year
ended December 31, 2013, compared to a loss 4fIF<9 million for the year ended December 31, 2012.
The positive variation of Ps. 36.7 million was nigidue to the increase in other operating income
attributable to a Ps. 5.9 million increase in segsiprovided to third parties, a Ps. 8.9 milliocréase in
payments received for subsidiaries sales and a2P4 million increase in others and a Ps.7.4 mmillio
decrease in other operating expenses.

Operating Profit (loss)

Our operating profit increased Ps. 2,143.0 millom profit of Ps. 1,314.6 million for the year
ended December 31, 2013, from a loss of Ps. 82Blidmfor the year ended December 31, 2012. This
increase was mainly due to the partial recogniib@MM adjustment pursuant to Resolution 250/13 and
Note 6852/20130f SE, represented Ps. 2,933.1 milidich was partially offset by the increase in
operating expenses described above.

Net Financial Expense

Net financial expense totaled Ps. 490.9 milliontfa year ended December 31, 2013, compared
to Ps. 318.6million for the year ended December2B12. This increase of Ps. 172.3 million was
primarily due to an increase of Ps.278.9 millionfinancial expense, including the interest dug¢hen
debt with Cammesa, a of Ps. 172.9 million incressa result of the exchange rate variations ,grti
offset bya Ps.211.6 million increase in total fio@hincome due to the recognition of the intechst
under the Resolution SE 250/2013, related to théViGijustment and PUREE compensation and a Ps.
88.9 million gain for repurchases of Edenor Notes 2017 and 2022.

Income Tax

The Company’s income tax charge includes thresctdf (i) the current tax payable for the year
pursuant to tax legislation applicable to the Comypdii) the effect of applying the deferred taxthed

86



on temporary differences arising out of the asedtlibility valuation according to tax versus fireéal
accounting criteria; and (iii) the analysis of reembility of deferred tax assets. We recordechanrme
tax credit of Ps. 44.1 million in 2013, comparedtoincome tax credit of Ps. 116.7 million in 2012.
Regarding current tax expenses, we generated@aéikin 2013, resulting in an income tax payable
Ps. 288.3 million compared to Ps. 381.8 millionl@ss in 2012, mainly due to Res. 250/13 and Note
6852/13 higher cost recognition in 2013. Regardimgdeferred tax, in 2013 we recorded net defeaed
benefit of Ps. 44.1 million compared to Ps. 116ilfion in 2012, mainly due to the gain generatedtsy
tax effects of temporary differences related tgpperty, Plant and Equipment and Other. As for, the
analysis of recoverability of deferred tax assets. previously recorded previously unrecognized tax
losses carry forward due to Res. 250/13 and Nd&2/88 higher cost recognition in 2013.

(Loss) / Profit from discontinued operations

We passed from a profit of discontinued operatior012 to a loss of discontinued operations
in 2013. Loss from discontinued operations incrddse Ps. 112.0 from a gain of Ps. 16.9 milliorofs
December 31, 2012 to a loss of Ps. 95.1 millioofd3ecember 31, 2013 mainly as a result of
AESEBA/EDEN'’s assets sale which resulted in a (d43s. 96.5 million, after tax related effects.

Profit (Loss) for the year

We recorded a profit of Ps. 772.7 million for theay ended December 31, 2013, compared to a
loss of Ps. 1,013.4 million for the year ended Dawer 31, 2012. This positive result was mainly ttue
the partial recognition of the CMM adjustment puansuto Resolution 250/13 and Note 6,852/13 of the
SE, which was partially offset by an increase ieraging and financial expenses, each as described
above.

Year Ended December 31, 2012 compared with Year Ended December 31, 2011.

Revenue from sales

Revenue from sales increased 29.3% to Ps. 2,978i@mfior the year ended December 31,
2012, from Ps. 2,302.0 million for the year en@stember 31, 2011

The increase of Ps. 674.2 million, was primarillye to an increase in the price of electric
power as a result of the elimination of certaihsidies, which had no impact in the value added for
distribution, additional income from the chargesfeeth by ENRE’s Resolution 347/2012, and also due
to a 3.3% increase in the volume of energy solthfa®,098 GWh in 2011 to 20,760 GWh in 2012. The
increase in energy sales was mainly due to a 2ng8¥%ase in the average consumption per customer and
a 1.0 % increase in the number of customers.

Net energy sales represented approximately 98.88arofiet sales in 2012 and 96.6% in 2011;
late payment charges, pole leases, and connectibreaonnection charges account for the remaining
balance.

Electric Power Purchases

The amount of electric power purchases increase2l%3o Ps. 1,740.2 million for the year
ended December 31, 2012, from Ps. 1,130.9 millioritfe year ended December 31, 2011. This increase
of Ps. 609.3 million was due to an increase inpilnehase prices of electric power as a result®f th
elimination of certain subsidies , an increaseéhmfirice at which the non-recognized energy loss&zs
measured and the cost of mobile generation (isakeof hiring transportable diesel fuel geneator
address the failures in the grid).

The volume of electric power purchases increas@th4o 23,934 GWh for the year ended
December 31, 2012, from 23,004 GWh for the yeaedrdecember 31, 2011 (in both cases excluding
wheeling system demand).

Energy losses increased to 13.3% for the year eDeéedmber 31, 2012, from 12.7 % for the year

ended December 31, 2011. See “—Factors AffectingResults of Operations—Recognition of Cost of
Energy Losses.”
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Transmission and Distribution Expenses

Transmission and distribution expenses increasesl®@ao Ps. 1,344.1 million for the year
ended December 31, 2012, from Ps. 970.5 milliortHeryear ended December 31, 2011. This increase
was mainly due to a Ps. 243.0 million increaseegsfand remuneration for services attributableto a
increase in contractor’s price resulting from cheson the union agreements, a Ps. 53.0 millioresse
in salaries and social security taxes attributaken increase in employee compensation grant2dig

and Ps. 31.8 million of ENRE fines and penalties.

As a percentage of net sales, trassion and distribution expenses increased to 45@ the
year ended December 31, 2012, from 42.2% for the ¢leded December 31, 2011.

The following table sets forth the principal compats of our transmission and distribution experises
the years indicated. The figures are presentedcomsolidated basis

Year ended December 31,
% of 2012 % of 2011
2012 net sales 2011 net sales

(in millions of Pesos)

Salaries and soci

SECUIMLY taXES . .uvveeeeeriiiiiiieeen e A1 33.8% 15.3% Ps. 4011 41.3% 17.4%
Suppliesconsumptio ................ 85.1 6.3% 2.%% 53.C 55% 2.2%
Fees and remuneration for serv 478.% 35.6% 16.1% 235.¢ 24.%% 10.2%
Depreciation of property

plant and equipment................. 182.1 13.6% 6.1% 180.1 18.6% 7.8%
ENRE penalti€............ccceeeneeee. 106.¢ 7.9% 3.6% 74.¢ 7.7% 3.2%
Others....cooveeeiieee e 37.1 2.8% 1.3% 26.1 2.7% 1.1%

Ps. 1,344.1  100.0% 45.9% Ps. 970.5 100.0% 42.2.%

Gross (loss) profit

Our gross loss, including transmission and distiivuexpenses, represents a loss of Ps. 108.1
million for the year ended December 31, 2012 fropncit of Ps. 200.6 million for the year ended
December 31, 2011. This negative variation of BS.Bmillion was basically due to the increase in
transmission and distribution expenses describetelwhich were partially offset by the increasedét

sales.

Selling Expenses

Our selling expenses are related to customer ssryioovided at our commercial offices, billing,
invoice mailing, collection and collection procedsiras well as allowances for doubtful accounts.

Selling expenses increased 34.7 % to Ps. 352.bmfr the year ended December 31, 2012
from Ps. 261.9 million for the year ended Decen83gr2011. This increase of Ps. 91.0 million was
mainly due to a Ps. 44.9 million increase in fees @muneration for services, a Ps. 25.4 millioméase
in salaries and social security taxes attributalken increase in employee compensation grant2dia,
a Ps.3.9 million increase in allowance for the impant of trade and other receivables and a Ps. 4.1
million increase in ENRE fines and penalties.

As a percentage of net sales, selling expensesased to 11.9% in 2012 from 11.4 % in 2011.

The following table sets forth the principal compats of our selling expenses for the years
indicated. The figures are presented on a congstidaasis.

Year ended December 31,

% of 2012 % of 2011
2012 net sales 2011 net sales

(in millions of Pesos)

Salaries and social security
TAXES .ot Ps. 114.8 32.6% 3.9% Ps. 894 34.1% 3.9%

88



Allowance for the impairment of trade

and other receivables ................... 17.1 4.9% 0.7% 13.2 5.0% 0.6%
Fees and remuneration for services 154.143.6% 5.2% 109.2 41.7% 4.7%
ENRE Penalties .........ccccceeeeeeennn... 10.4 2.9% 0.8% 6.3 2.4% 0.0%
Others .....ooovevviieeeeeeee e 56.6 6.0% 1.4% 43.9 16.8% 2.2%

TOtal v, Ps. 3529 100.0% 11.9% Ps. 261.9 100.0% 11.4%

Administrative Expenses

Our administrative expenses include, among otleeysenses associated with accounting,
payroll administration, personnel training, systerpsration, maintenance and advertising.

Administrative expenses increased 26.9 % to Psi24dllion for the year ended December 31,
2012 from Ps. 196.6 million for the year ended Delger 31, 2011. This increase of Ps. 52.8 milliois wa
mainly due to a Ps. 44.7 million increase in sakdnd social security taxes attributable to arease in
employee compensation granted in 2012, a Ps. 1dliBmincrease in fees and remuneration services
and a Ps. 3.8 million increase in rent and instgan

As a percentage of net sales, administrative esgeeremained at the same level of 8.4 % in the
year ended December 31, 2012, as compared to #negded December 31, 2011.

The following are the principal components of odménistrative expenses for the years
indicated. The figures are presented on a congsetidaasis.

Year ended December 31,

% of 2012 % of 2011
2012 net sales 2011 net sales

(in millions of Pesos)

Salaries and social security

BAXES . i Ps. 125.1 50.2% 42% Ps. 805 40.9% 3.5%
Rent and insurance ............ccceeev.... 17.2 6.9% 0.6% 13.4 6.8% 0.6%
Fees and remuneration for services 74.529.9% 2.5% 60.2 30.6% 2.6%
Security Services ......ccccccveeeeeeeeennn. 43 1.7% 0.1% 3.6 1.9% 0.2%
OtNEIS ..o 283 11.3% 1.0% 38.8 19.7% 1.7%
Total .o Ps. 249.4 100.0% 84% Ps. 1966 100.0% 8.5%

Gain from acquisition of companies

Refers to the gain recognized under IFRS, consigeall the adjustments explained below, mainly by
derecognizing the negative goodwill of acquired pamies, plus some differences resulting from net
assets acquired. No gain was registered during.2013

Operating profit (10ss)

Our operating profit decreased Ps. 934.2 milliorattoss of Ps. 828.4 million for the year ended
December 31, 2012, from a profit of Ps. 105.8 onilifor the year ended December 31, 2011. This
negative variation was mainly due to the increaseperating expenses described above.

Other (expense) income

Other operating expenses include mainly retirerpagtnents, severance payments and accrual
for lawsuits. Other operating income expensesgdaeteased 65.3% to a loss of Ps. 117.9 milliortHer
year ended December 31, 2012, compared to a Id3s.af1.3 million for the year ended December 31,
2012. The increase of Ps. 46.6 million was mainlg tb an increase in other operating expenses
attributable to an increase of Ps. 37.3 milliomapairment of other receivables, an increase 08Hs.in
the provision for contingencies and Ps. 5.8 milliax on bank debits and credits.
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Net Financial Expense

Net financial expense totaled Ps. 318.6 milliontfar year ended December 31, 2012, compared
to Ps. 190.6 million for the year ended Decembe2811. This increase of Ps. 128.0 million was
primarily due to an increase of Ps.59.4 milliorcofmmercial interest due on the debt with CAMMESA
and an increase of Ps. 92.5 million as a resul@gxchange rate variations, partially offseahy
increase of Ps. 22.0 million in total financial amse.

Income Tax

We recorded an income tax credit of Ps. 116.7 omilfor the year ended December 31, 2012,
compared to an income tax charge of Ps. 82.2 anifior the year ended December 31, 2011.

(Loss) / Profit for the year

We recorded a loss of Ps. 1,013.4 million for tearyended December 31, 2012, compared to a
loss of Ps. 291.4 million for the year ended Decem®i, 2011. This increase in loss was mainly due t
the increase in operating and financial expensed) as described above.

Profit / loss from discontinued operations

Profit from discontinued operations increased 1%3.8om a loss of Ps. 124.4 million as of
December 31, 2011 to a profit of Ps. 16.9 millikenof December 31, 2012. As of December 31, 2012,
this line item was comprised of a loss recognizethe remeasurement of assets of disposal groBg.of
15.7 million and a loss from subsidiaries operatiohPs. 6.7 million. As of December 31, 2011, tinis
item was comprised of a loss recognized on the asarement of assets of disposal group of Ps. 177.7
million and a loss from assets classified as heddéle of Ps. 70.1 million, which losses wereipkyt
offset by gains from the tax effect of these litgris of Ps. 40.4 million and from subsidiaries afiens
of Ps. 67.9 million.
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LIQUIDITY AND CAPITAL RESOURCES
Sources and Uses of Funds

Our cash flows from operations have been signiflgaffected in recent periods due to our
failure to obtain adjustments to our tariffs to ebincreases in our distribution costs, resultimg i
working capital deficit as of December 31,2013,2@hd 2011. In order to preserve and guarantee the
provision of the public service and improve thesérg cash deficit, beginning in October 2012, the
Company decided to only partially cancel, the dadtiigns with CAMMESA with surplus cash balances.
This decision arose as a consequence of all theniloments necessary to ensure the provision of the
public service, including investment plans and ang@peration and maintenance tasks. As of the afate
this annual report, the commercial debt with CAMME&Mounts to approximately Ps. 1,500.6 million
(net of offset of SE Resolution 250/13 and SE N&@82 CMM credit surpluses). We expect to resume
full payment of our payment obligations with CAMME®nce the economic and financial equation of
Edenor is restored. The Company has argued thagttedeficit that prevents it from canceling thalto
amount of the debt is a case of force majeure inabras the Company does not have the possibility of
approving its electricity rates, but, at the saimet has to maintain the priority given to the atiem of
the public service. If the conditions prevailingla date of this annual report remain unchandes, t
economic and financial situation will continue deeating. For fiscal year 2013, the Company also
estimates negative cash flows and losses from tipesaas well as a greater reduction in the firgnc
ratios. See “Item 3. Risk Factors—Risk relatingtw Business—¥Ve may not have the ability to raise
the funds necessary to repay our commercial debt with CAMMESA, our major supplier.”

Since entering into the Adjustment Agreement inrkaty 2006, we have been engaged in an
Integral Tariff Revision or RTI with the ENRE, réleg to the adjustment and renegotiation of thenter
of the concession. If we are not able to recovarfahe incremental costs contemplated in the
Adjustment Agreement and all such future cost iases or there is a significant lag time betweenmwhe
we incur the incremental costs and when we redareased revenues, and/or if we are not successful
achieving a satisfactory re-negotiation of ourftatructure, we may be unable to comply with our
financial and commercial obligations, we may sulfiguidity shortfalls and we may need to restruetur
our debt to ease our financial condition, any ofolthindividually or in the aggregate, would have a
material adverse effect on our business and resuitiperations and may cause the value of our AIDSs
decline. In this context and in light of the siioatthat affects the electricity sector, the ENR&uied
Resolution No. 347/12 in November 2012, which di&ghbs the application of fixed and variable charge
that has allowed the Company to obtain additioee¢nue as from November 2012. However, such
additional revenue is insufficient to make up tpemting deficit due to the constant increase erafng
costs and the estimated salary or third-party dosteases for the year 2014. Additionally, the @any
cannot assure that it will be able to obtain addéi financing on acceptable terms. As a resudtietlis
substantial doubt with respect to the ability ¢f @ompany to continue as a going concern and our
auditors’ report included elsewhere in this anmegbrt contains an explanatory paragraph expressing
substantial doubt as to our ability to continue@&®ing concern. See “ltem 5. Operating and Firgnci
Review and Prospects—Factors Affecting our ResiflSperations—T ariffs”.“ltem 3. Key
Information—Risk factors—Risks Relating to Our Bhess—Failure or delay to negotiate further
improvements to our tariff structure, includingrieases in our distribution margin, and/or to hawe o
tariffs adjusted to reflect increases in our digttion costs in a timely manner or at all, hasciéfd our
capacity to perform our commercial obligations andld also have a material adverse effect on our
capacity to perform our financial obligations.

In this framework, and considering both the abogsedibed situation and the negative equity
reported in the Company’s Financial Statementd &eoember 31, 2012 and 2011, during the year 2013
the Energy Secretariat (“SE”) issued Resolution/230and SE Note 6852/13, which, among other
issues, determined and approved the values oftjlastanents resulting from the CMM, to which the
Company is entitled, for the period May 2007 thio@&eptember 2013, although in today’s terms they
are insufficient to cover the current operatingaefAdditionally, it established mechanisms tdset
this recognition against the PUREE-related liapilénd, partially, against the debt held with
CAMMESA.

In this manner, the Energy Secretariat, in itsaci#p as grantor of the Concession Agreement,
has provided a solution which, although transiewt partial in nature, temporarily modified the ation
that the Company tried to rectify with the filin§the action for the protection of its rights (“a@c de
amparo”). This solution, in addition to the requment imposed by the Energy Secretariat through
Resolution 250/13, led the Company to abandon, ap 89, 2013, the action filed, requesting that both
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parties be charged with the legal costs thereaf tarwontinue to claim on the fundamental issuevhy
of another action.

If the conditions prevailing at the date of thisiaal report remain unchanged, the economic and
financial situation will continue deteriorating. Hiscal year 2014, the Company also estimatestiega
cash flows and losses from operations, as wellgreater reduction in the financial ratios. As sule
there is substantial doubt with respect to thetstwf the Company to continue as a going concern.”

Our principal uses of cash are expected to be tipgreosts, the servicing of our financial debt
and our capital expenditures plan. We may neédctar indebtedness in the short term or increase ou
debt with the wholesale electricity market to cowperating costs, including further increases in ou
distribution costs and/or debt service paymentsvéi@r, we are subject to limitations on our abildy
incur new debt under the terms of our debt instmtmeo the Company cannot assure that it will be ab
to obtain additional financing on acceptable teri@se “—Debt".

As of December 31, 2013, 2012 and 2011, our cadltash equivalents amounted to Ps. 243.5
million,Ps. 82.3million and Ps. 141.1 million, resgtively. We generally invest our cash in a ranfge o
instruments, including sovereign debt, corporata decurities and other securities. The table below
reflects our cash and cash equivalents posititineatiates indicated and the net cash provideddsd(in)
operating, investing and financing activities dgrthe years indicated:

Year ended December 31,

2013 2012 2011
(in millions of Pesos)

Cash and cash equivalents at the beginning ofebe y....... 711 130.5 246.0
Net cash flows provided by operating activittes.............. 1584.2 538.5 690.7
Net cash flows used in investing activities ................ ... (1,256.6) (590.4) (754.8)
Net cash flows (used in) provided by financing\atiés ...... (177.1) (27.8) (26.3)
Cash and cash equivalents included in assets pdgh$ groups

as classified held TOr SAlE...................covvovverreerseorreo. 11.2 28.3 00
Gain from exchange differences in cash and casivaqots... 10.7 3.2 3.3
Changes in cash and cash equivalents.........................u.... 150.5 (79.7) (90.5)
Cash and cash equivalents at the end of the year Ps. 2435 Ps. 82.3 Ps. 158.8

(1) Includes CAMMESA financing (Resolution 250/13 arfel ISote 6852/13) of Ps. 1,079.2 million, Ps. 295.7
million and Ps. 10.1 million as of December 31, 200ecember 31, 2012 and December 31, 2011, regggct

Net Cash flows provided by Operating Activities

Net cash flows provided by operating activities@ased by 194.2 % to Ps. 1,584.2 million in
the year ended December 31, 2013, compared tB3B$ Billion in the year ended December 31, 2012.
This increase is attributable to an increase irdat with the wholesale electricity market (CAMMES
including the debt offset by SE Resolution 250/68 8E Note 6852 with the CMM credit surpluses.

Net cash flows provided by operating activitiesr@ased by 22.0% to Ps. 538. 5 million in the
year ended December 31, 2012, compared to Ps. 68ich in the year ended December 31, 2011.
This decrease is mainly attributable to an incréaset loss from a net loss of Ps. 291.4 millionthe
year ended December 31, 2011, to a net loss df,@%3.4 million for the year ended December 31,2201
mainly due to an increase in operating expensdagl@012, exchange rate differences and an inciease
interests in loans and other receivables, whictewartially offset by a Ps. 116.7 million decrease
income tax.

These negative impacts were partially offset bynarease in operating assets and liabilities,

mainly due to a Ps. 410.7 million increase in fuadifected through the PUREE, a Ps. 207.7 million
increase in trade payables and a Ps. 88.8 milliorease in salaries and social security taxes payab
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These increases in operating assets and liabiiteze partially offset by a Ps. 306.0 million inase in
trade receivables. Additionally, the decrease veaigily offset by an increase in funds obtainetigh
the delay in the payment of CAMMESA debt for an amtoof Ps.295.7 million.

Net Cash flows used in Investing Activities

Net cash flows used in investing activities incexh$12.8% to Ps. 1,256.6 million in the year
ended December 31,2013, from Ps. 590.4 millioménytear ended December 31, 2012.

Changes in net cash flows used in investing aei/in 2013 were primarily due to variations in
our capital expenditures (Ps.1,039.9 million) atwla lesser extent to variations in discontinued
operations (Ps.124.2 million) and in net paymeotgtie purchase of financial assets at fair value
(Ps.97.4 million).

Net cash flows used in investing activities deceela®1.8 % to Ps. 590.4 million in the year
ended December 31,2012, from Ps.754.8 million énymar ended December 31, 2011.

Changes in net cash flows used in investing ai/in 2012 were primarily due to variations in
our capital expenditures and discontinued operstiamich were partially offset by the collection of
loans proceeds from borrowings (Ps. 142.4 million).

Net Cash flows (used in) provided by Financing Activities

In 2013, our cash flows from financing activitiestieased by 537.1 %, to a use of Ps.177.1
million in 2013, from a use of Ps.27.8 million i622, primarily as a result of the repayment of fiicials
indebtness.

In the year ended December 31, 2012, our cash fimas financing activities increased by
5.7%, from a use of Ps.26.3 million in 2011 to @ agPs. 27.8 million in the year ended December 31
2012, primarily as a result of the repayment of financial indebtness, which were partially offbgt
discountinued operations.

Edenor’s Capital Expenditures

Edenor’s concession does not require us to makelatary capital expenditures. Edenor’s
concession does, however, set forth specific qusiéndards that become progressively more stringen
over time, which require us to make additional tdmxpenditures. Financial penalties are imposedso
for non-compliance with the terms of our concesgsincluding quality standards.

Prior to our privatization, a low level of capigtpenditures and poor maintenance programs
adversely affected the condition of our assetserAdur privatization in 1992, we developed an asgjke
capital expenditure plan to update the technoldgyuo productive assets, renew our facilities and
expand energy distribution services, automate ¢inéral of the distribution network and improve
customer service. Following the crisis, howevee, fiieeze of our distribution margins and the
pesification of our tariffs and our inability to t@in financing, coupled with increasing energy &sss
forced us to curtail our capital expenditure progi@nd make only those investments that were negessa
to permit us to comply with quality of service asafety and environmental requirements, despite
increases in demand in recent years.

We are not subject to any limitations on the amadiiiapital expenditures we are required to
make pursuant to our concession and applicable dawesgulations.

Our capital expenditures consist of net cash uséaviesting activities during a specified period

plus supplies purchased in prior periods and usadich specified period. The following table setshf
our actual capital expenditures for the years ehid:
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Year ended December 31,

2013 2012 2011
(in millions of Pesos)
SUPPHES .o s Ps.835.5 Ps. 287.4 Ps. 323.3
Network maintenance and improvements........ccccceveceeeernneenn. 174.3 208.9 55.7
Legal requirementS............ccoeueeeeeeeeeceeee e eeemes e 11.0 11.7 6.1
Communications and telecontrol.............cocceeveriieirioeciiinneenn 13.3 55 9.1
(@11 =T £SO 58.4 30.8 40.4
TOMAD e e Ps. 1092.5 Ps. 544.3 Ps. 434.6

(1) Capital expenditures required to be made to convjtlythe ENRE quality standard and other regulation

In 2013, in accordance with our capital expendipnegram, we invested Ps. 1,092.5 million, a
substantial portion of which was dedicated to iasieg the capacity of our grid in line with the wtb of
our customer base, which increased 1.7 % in 2018ddlition, we made investments in order to meet ou
quality standards levels. Historical informationaapital expenditures is not indicative of futuepital
expenditures.

Debt

The economic crisis in Argentina had a materialaise effect on our operations. The
devaluation of the Peso caused the Peso valuerdf.&u Dollar-denominated indebtedness to increase
significantly, resulting in significant foreign exange losses and a significant increase, in Pess tén
our debt service requirements. At the same timecash flow remained Peso-denominated and our
distribution margins were frozen and pesified g #rgentine government pursuant to the Public
Emergency Law. Moreover, the 2001 and 2002 ecomensis in Argentina had a significant adverse
effect on the overall level of economic activityAngentina and led to deterioration in the abibfyour
customers to pay their bills. These developmeatsed us to announce on September 15, 2002 the
suspension of principal payments on our finanoédtd On September 26, 2005, our board of directors
decided to suspend interest payments on our finadebt until the restructuring of this financiaid
was completed.

The purpose of the restructuring was to restrucilire@r substantially all, of our outstanding
debt, in order to obtain terms that would enableéowservice our financial debt. We believe that the
restructuring was the most effective and equitatdans of addressing our financial difficulties dar
benefit and that of our creditors. We developedoppsal that we believed was necessary to addugss o
financial and liquidity difficulties, while we cointued to pursue tariff negotiations with the Argeat
government to improve our financial condition aneating performance.

On January 20, 2006, we launched a voluntary exgghaffer and consent solicitation to the
holders of our outstanding financial debt. All bése holders elected to participate in the restring
and, as a result, on April 24, 2006, we exchangdjeaf aur then-outstanding financial debt for the
following three series of newly issued notes, whighrefer to as the restructuring notes:

e U.S. $123,773,586 Fixed Rate Par Notes due Decetdh@016, with approximately 50%
of the principal due and payable at maturity arelrdmainder due in semiannual
installments commencing June 14, 2011, and beariagest starting at 3% and stepping up
to 10% over time;

+ U.S. $12,656,086 Floating Rate Par Notes due Deeefith 2019, with the same payment
terms as the Fixed Rate Par Notes and bearingsitat LIBOR plus a spread, which starts
at 1% in 2008 and steps up to 2% over time; and

+ U.S. $239,999,985 Discount Notes due Decemberd¥4,2vith 60% of the principal due
and payable at maturity and the remainder duermaeual installments commencing on
June 14, 2008, and bearing interest at a fixedthatestarts at 3% and steps up to 12% over
time.

As of the date of this annual report, all of thstmgcturing notes have been repaid and cancelled.

In October 2007, we completed an offering of U.&2@®million aggregate principal amount of
our 10.5% Senior Notes due 2017, which we refastthe Senior Notes due 2017. We used a substantial
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portion of the proceeds from that offering to redes full our Discount Notes due 2014 in several
transactions throughout the period from Octobesigh December 2007.

During 2008, we repurchased and cancelled U.S5%1illion and U.S. $6 million of our Senior
Notes due 2017, respectively.

In May 2009, we issued Ps. 75.7 million principadcant of Par Notes due 2013 under our
Medium Term Note Program. The Par Notes due 204 8l@nominated and payable in Pesos and accrue
interest on a quarterly basis at a rate equale@tivate BADLAR, as published by the Central Bafok,
each such quarter plus 6.75%. Principal on thesistpayable in 13 quarterly installments, stgrtin
May 7, 2010. As of December 31, 2013, these Naaesbieen fully paid.

During 2009, we repurchased U.S. $53.8 million 8ehiotes due 2017, U.S. $24.5 million of
which was transferred to us as a consequence alighelution of the discretionary trust describetbiw.

On October 25, 2010, we issued Senior Notes du2 @2 a face value of U.S. $ 230.3
million, of which U.S. $ 140 million were subscribander a cash offer and U.S. $ 90.3 million were
exchanged, as a result of an exchange offer, foioB8lotes due 2017, paying in cash U.S. $ 9.5onill
plus accrued unpaid interest on those Senior Nbhie2017. Edenor lunched an offer to purchase under
which we purchased Senior Notes due 2017 with e ¥atue of U.S. $33.6 million for U.S. $35.8
million, including payment of accrued and unpaitkiest on the Senior Notes due 2017.

The Senior Notes due 2022 have a 12-year matamiywere issued at par, with interest
accruing from the date of issuance at a fixed 0&& 75% and payable semi-annually on October 2b an
April 25 of each year, with the first interest pagmbon April 25, 2011. As ofthe date of filing this
annual report, the outstanding amount of Senioesldue 2022 is U.S. $176.4 million. Edenor
repurchased and cancelled U.S. $ 123.6 millionpbuthich, Aeseba Sale Trust (see Item 4.
“Information on the Company”) repurchased U.S. $64illion.

On October 18, 2010, we cancelled Senior Note2@d& with a nominal value of U.S. $65.3
million.

In addition, on October 25, 2010, November 4, 2@t@ December 9, 2010, we cancelled
Senior Notes due 2017 for a face value of U.S. $2#llion, U.S. $1.3 million, and U.S. $0.04 milfi,
respectively, representing approximately 83.3%hef$enior Notes due 2017 then outstanding. Aseof th
date of filing of this annual report, the outstaigdamount of Senior Notes due 2017 is U.S. $14.8
million. Edenor through Aeseba Sale Trust, repusetaand cancelled U.S. $ 10 million.

Line of Credit — Edenor—Banco de la Provincia de Buenos Aires Loans

In March and June 2011, the company entered irtosldor a total aggregate amount of Ps. 22
million, from Banco de la Provincia de Buenos Ajregth principal payments at maturity (March 2012,
May 2012 and June 2014). We made monthly inter@gtnents on accrued interest at a fixed annual rate
of 14.0%.

As of December 31, 2013 and 2012, the outstandategnbe under these loans amounted to Ps.
0.4 million and Ps. 1.2 million, respectively.
Derivatives Contracts
Management of derivative financial instruments

In the past, the Company has carried out transetioth derivative financial instruments with
the aim of using them as economic instruments dieioto mitigate the risk generated by the fluctuadi

in the US dollar rate of exchange. As of the détihis annual report, we have no derivate financial
instruments.
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CRITICAL ACCOUNTING POLICIESAND ESTIMATES

A summary of our significant financial policiesiigluded in Note 6 to our Consolidated
Financial Statements, which are included elsewiretleis annual report. The preparation of financial
statements requires our management to make estimateassumptions that affect the amounts reported
in our financial statements and accompanying faesdur estimates and assumptions are based on
historical experiences and changes in the buser@gsonment. However, actual results may diffenfro
estimates under different conditions, sometimesraly. Critical accounting policies and estimases
defined as those that are both most importanteagutrtrayal of our financial condition and reswlts
operation and require management’s most subjegtdgments. Our most critical accounting policies
and estimates are described below.

Allowances for the impairment of receivables

The Company is exposed to impairment losses ofivakes. Management estimates the final
collectability of accounts receivable.

The allowance for the impairment of accounts remeli is evaluated based on the historical
level of collections for services billed througletbnd of each year and collections subsequenttthere
Additionally, Management records an allowance base@n individual analysis of the recoverability of
medium and large-demand (T2 and T3) customers,ivedde accounts in litigation and of those
customers included in the Framework Agreement.

Revenue recognition

Revenue is recognized on an accrual basis upowredglito customers, which includes the
estimated amount of unbilled distribution of eleity at the end of each year. We consider our
accounting policy for the recognition of estimatedenue critical because it depends on the amdunt o
electricity effectively delivered to customers whiis valued on the basis of applicable tariffs. iled
revenue is classified as current trade receivables.

Revenue is measured at fair value of the considerabllected or to be collected, taking into
account estimated amount of any discount, thugmé@téng the net amounts.

Revenue from the electricity provided by the Compinlow-income areas and shantytowns is
recognized to the extent that the Framework Agreeinas been renewed for the period in which the
service was rendered.

Revenue from operations is recognized on an acbas$ and derives mainly from electricity
distribution. Such revenue includes both the eiatfrsupplied, whether billed or unbilled at thedeof
each year, which has been valued on the basigptitaple tariffs, and the charges resulting from th
application of Resolution 347/12.

The Company also recognizes revenue from otheregiadncluded in distribution services,
such as new connections, reconnections, rights@bua poles, transportation of electricity to other
distribution companies, etc.

Revenue from CMM (Cost Monitoring Mechanism) amaustrecognized in the accounting to
the extent that they have been approved by the ENRE

The aforementioned revenue from operations wagrezed when all of the following
conditions were met:

1. the entity transferred to the buyer the sigaifiicrisks and rewards;

2. the amount of revenue was measured reliably;

3 it is probable that the economic benefits asdediwith the transaction will flow to the
entity;

4. the costs incurred or to be incurred, in respéthie transaction, were measured
reliably.
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Impairment of Property, Plant and Equipment.

Property, Plant and Equipment are tested for impetitt at the lowest level at which independent
cash flows can be identified (cash generating pait€GU).

The Company analyzes the recoverability of propergnt and equipment on a periodical basis
or when events or changes in circumstances inditete the recoverable amount of assets, which is
measured as the value in use at year end, may perad. When the carrying amount of an asset is
greater than its estimated recoverable amountasket’'s carrying amount is immediately reducedoup t
its recoverable amount.

The value in use is determined based on projeatelddiscounted cash flows, using discount
rates that reflect the time value of money andsiieific risks of the assets considered.

Cash flows are prepared on the basis of estimatesecning the future performance of certain
variables that are sensitive to the determinatibthe recoverable amount, among which the following
can be noted: (i) nature, opportunity and modatifyelectricity tariff increases and cost adjustment
recognition; (i) demand for electricity project&n(iii) evolution of the costs to be incurred, afid)
macroeconomic variables, such as growth ratestiafi rates and foreign currency exchange rates..

The future increase in electricity tariffs usedthg Company to assess the recoverability of its
Property, Plant and equipment as of at Decembe2@®I3 is based on the rights to which the Company i
entitled, as stipulated in the Concession Agreenzemt the agreements described in Note 2 to the
Consolidated Financial Statements attached in t8mFurthermore, the actions taken to maintain and
guarantee the provision of the public service, ghesentations made before regulatory authorittes, t
status quo of the discussions that are being héld government representatives, the announcements
made by government officials concerning possiblanges in the sector’s revenues to restore the
economic and financial equation, and certain messuecently adopted, such as the new charge
described in Note 2.c.V to the above mentioned Glafeted Financial Statements, have also been
considered. The Company Management estimates ttietréasonable to expect that new increases in
revenues will be obtained as from 2014.

In spite of the current economic and financial ailon described in Note 1 to the
ConsolidatedFinancial Statements, the Company laerits projections under the assumption that the
electricity tariffs will be improved according the circumstances. However, the Company may not
ensure that the future performance of the variabdesl to make its projections will be in line withat it
has estimated. Therefore, significant differenceay narise in relation to the estimates used and
assessments made at the date of preparation obl@taisdFinancial Statements above mentioned.

In order to contemplate the estimation risk corgdiim the projections of the aforementioned
variables, the Company has considered three diffgmobability-weighted scenarios. Although in @il
them an acceptable agreement with the Governmsattirgg in gradual tariff increases is assumed, the
Company has considered different timing and magsitof an increase in the VAD .The three scenarios
can be classified into pessimistic, optimistic antermediate depending on the opportunity of the
application and magnitude of the expected CMM adjest or revenue increase by another mechanism.
The Company has assigned for these three scentm@dollowing percentages of probability of
occurrence based mainly on the experience withgedays in the tariff renegotiation process, therent
economic and financial situation and the need tintaim the public service in operation: pessimistic
scenario: 20%, optimistic scenario: 15%, and ineatiate scenario: 65%.

Based on the conclusions previously mentionedyé#heation of property, plant and equipment,
taken as a whole, does not exceed its recoverade vwhich is measured as the value in use as of
December 31, 2013.

In the opinion of the Company Management, a reddenehange in the main assumptions
would not give rise to an impairment loss.

Finally, and in accordance with the concession emgent, the Company may not pledge the
assets used in the provision of the public sermimegrant any other security interest thereon uofaf
third parties, without prejudice to the Companyight to freely dispose of those assets which in the
future may become inadequate or unnecessary fdr pupose. This prohibition does not apply in the
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case of security interests granted over an ass#teatime of its acquisition and/or construction as
collateral for payment of the purchase and/or Ifedtan price.

Current and deferred income tax/ Tax on minimum presumed income

In order to determine the income tax provisiotis hecessary to make estimates inasmuch as the
Company will have to evaluate, on an ongoing bakespositions taken in tax returns in respechoté
situations in which the applicable tax legislatignsubject to interpretation. Whenever necesséngy, t
Company is required to make provisions based omafeunt expected to be paid to the tax authorities.

When the final taxable result differs from the amiguinitially recognized in the provision as a
consequence of estimates, such differences wakaffoth income tax and the determination of deterr
tax assets and liabilities.

A significant degree of judgment is required toedetine the income tax provision. There are
many transactions and calculations for which thénaite tax determination is uncertain. The Company
recognizes liabilities for eventual tax claims lihea estimates of whether additional taxes wilte in
the future. When the final tax outcome of thesetenatdiffers from the amounts initially recognized,
such differences will impact on current and defgéricome tax assets and liabilities in the period i
which such determination is made.

Deferred tax assets are reviewed at each repattiteyand reduced in accordance with the low
probab