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1. EDP GROUP

The EDP Group net profit reached EUR 907.3 million in 2007, 
compared with EUR 940.8 million in 2006.

The yearly trend in net profits suffered from some one-off items, 
such as costs related to the human resources restructuring 
programme, and from a drop in financial profits which in 2006 
included 148 million euros of extraordinary financial gains related 
to the derivative security contracted to cover the value of the 
CMEC and EUR 223 million relative to the consolidation input by 
the equity equivalence method of REN – Rede Eléctrica Nacional. 
These gains in 2006 were only partly offset by the capital gain of 
EUR 259 million reported in 2007 in relation to the sale of a 25% 
shareholding in REN.

Balance Sheet  – EDP Group (EUR million)

Assets 2007 2006

Property, plant and equipment, net
Intangible assets, net 18,669 15,082
Financial Investments, net 5,222 3,639
Deferred Tax asset 957 1,107

687 898

Inventories 283 229
Accounts receivable – trade, net 1,759 1,593
Accounts receivable – other, net 2,993 2,051
Financial assets held for trading 49 116
Cash and cash equivalents 865 753

Total Assets 31,484 25,469

Equity
Share capital 3,657 3,657
Treasury stock and share premium 436 487
Reserves and retained earnings 1,264 504
Consolidated net profit attributable to equity holders
of the parent 907 941

Minority Interest 987 946

Total Equity 7,251 6,535

Liabilities
Medium/ Long-term debt & borrowings 10,064 8,625
Short-term debt & borrowings 2,542 1,528

Provisions 376 388
Hydrological correction account 228 199
Deferred Tax liability 618 557
Accounts payble – net 10,406 7,637

Total Liabilities 24,233 18,934

Total Equity and Liabilities 31,484 25,469

Income Statement – EDP Group

EUR million 2007 2006 ∆ 07/06

Electricity Sales 9,859.8 8,984.5 9.7%

Other Sales 990.7 1,065.6 -7.0%

Services Provided 160.3 299.8 -46.5%

Operating Revenues 11,010.8 10,349.8 6.4%

Electricity & Gas 4,748.1 4,380.7 8.4%

Fuel 1,021.2 967.4 5.6%

Materials and goods for resale 688.0 843.3 -18.4%

Direct Activity Costs 6,457.3 6,191.4 4.3%

Gross Profit 4,553.5 4,158.5 9.5%

Gross Profit/Revenues 41.4% 40.2% 1.2  pp

Supplies and services 684.2 741.4 -7.7%

Personnel costs 577.0 585.1 -1.4%

Costs with social benefits 289.4 162.3 78.3%

Concession fees 216.2 220.4 -1.9%

Other operating costs (or revenues) 158.4 143.9 10.1%

Operating costs 1,952.2 1,853.0 3.9%

EBITDA 2,628.3 2,305.4 14.0%

EBITDA/Revenues 23.9% 22.3% 1.6  pp

Provisions 42.1 94.6 -55.5%

Depreciation and amortisation 1,130.9 1,059.6 6.7%

Comp.of subsidised assets' depreciation (105.0) (101.8) -3.2%

EBIT 1,560.3 1,253.0 24.5%

EBIT/Revenues 14.2% 12.1% 2.1  pp

Capital gains/(losses) 262.6 4.8 5,370.8%

Financial income/(expense) (545.8) (207.4) -163.2%
Income/(losses) from group and associated 
companies 23.7 245.3 -90.3%

Pre-tax profit 1,300.8 1,295.8 0.4%

Income taxes 280.8 265.9 5.6%

Discontinued Activities - (12.8) -100%

Profit of the period 1,019.9 1,017.1 0.3%

Equity holders of EDP 907.3 940.8 -3.6%

Minority interests 112.7 76.3 47.8%
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In 2007 the Gross Operating Profit for the EDP Group amounted to 
EUR 2,628.3 million, which is a rise of 14.0% over the same period 
in the previous year.

This performance was due to an improvement in the EDP Group’s 
liberalised electricity and gas businesses in Iberia and to an 
increase of 132% in gross installed wind power capacity in Europe 
and the USA. Excluding other non-recurring items, especially the 
tariff deviations accounted in Portugal and Brazil in relation to 
electricity distribution, a provision accounted in Energias do Brasil 
to reflect the reduction in the Enersul regulatory remuneration 
base and other costs related to the human resource restructuring 
exercise, the gross operating profit was 21% higher in the period, 
standing at EUR 2,749.0 million. 

Gross Operating Profit – EDP Group

EUR million 2007 2006 Var. 

Iberian Market* 2,009.2 1,871.5 7.4%

Generation & Supply 1,226.4 1,097.1 11.8%

Wind (Europe & US) 213.9 146.9 45.6%

Distribution 455.5 571.8 -20.3%

Gas 188.5 144.8 30.2%

Brazil 586.5 433.9 35.2%

Other & Adjustments (42.5) (89.0) 52.2%

Consolidated 2,628.3 2,305.4 14.0%

* Including “Other & Adjustments” in the Iberian Market  
and Excluding Horizon (USA) and Neo’s business activity in France

The integrated gross operating profit for the generation and 
supply businesses in Iberia rose 11.8% to EUR 1,226.4, in 2007. 
The gross operating profit for the liberalised generation and 
supply activity rose 37.3% to EUR 402.4 million in 2007, reflecting 
the success of the hedging strategy adopted in this area. Even 
though the variable average generation cost only increased 3.6%, 
electricity supply costs went up 6.7% in the period, because of an 
increase in the amount of electricity bought on the spot market, at 
higher prices. In terms of electricity sales on the Iberian market, 
the average distribution price on the liberalised market rose 30% 
in the period, to EUR 59/MWh. The gross operating profit for the 
contracted generation (under a Power Purchasing Agreement 
(PPA) / Costs for the Maintenance of Contractual Equilibrium 
(CMEC) system) grew 2.4% in the period, reflecting the gains 
achieved by using coal stocks valued at lower prices than those 
envisaged in the PPAs/CMECs and the high levels of availability 
in the hydroelectric and thermoelectric power stations, and this 
more than offset the high fuel prices that are not an object of 
pass-through. 

The gross operating profit for the wind power generation business 
in Europe increased 29.3% in the period to EUR 189.9 million 
in 2007, reflecting a growth of 62.5% in consolidated installed 
capacity – an input to the Company’s gross operating profit – 
to 1,776 MW in 2007 and higher usage factors (26.2% in 2007, 
compared with 25.9% in 2006). These effects were partly offset by 
a drop in the average wind tariff (-8.8%, to EUR 83/MWh in 2007).  
Horizon, an EDP subsidiary involved in developing and operating 
wind farms in the United States, began to be fully integrated in the 
second half of 2007. Horizon’s input to gross operating profit in the 
second half of the year was EUR 23.9 million.

The gross operating profit for the distribution business in Portugal 
fell 27.3% in the period, to EUR 385.3 million in 2007. The gross 
margin fell 1.7% thanks to a significant rise in costs with the 
purchase of electricity in the fourth quarter of 2007, expressed in 
a tariff deviation of EUR 58.3 million, to be recovered in the tariffs 
in 2009. The efforts made to increase efficiency levels allowed 
the Company to successfully carry out its human resources 
restructuring exercise ahead of schedule (Staff Adjustment 
Programme – PAE), which is expressed in a non-recurring cost of 
EUR 127.3 million, relating to 512 retirement and early retirement 
agreements signed in the last quarter of 2007, of which 228 took 
effect in 2007, while the other 282 agreed and signed in 2007 
will come into effect in 2008. Excluding these human resources 
costs (EUR 127.3 million in 2007 and EUR 24.7 million in 2006), 
the operating costs for the regulated distribution business in 
Portugal would have risen 3.0%, due to a rise in Operation and 
Maintenance and back-office costs. The gross operating profit 
for the regulated distribution business in Spain rose 71.3% in the 
period, to EUR 72.1 million in 2007. This reflects the end of the 
implementation of RD 03/2006, which fixed a provisional price 
of EUR 42.35/MWh for the power bought and sold by companies 
within the same business group, the implementation of 
RD 871/2007, of 30 June, which set the provision price mentioned 
in RD 03/2006 at EUR 49.23/MWh, and a 26.0% increase in 
regulated revenue from the distribution business in Spain.

The gross operating profit for the regulated distribution and 
transport of gas rose 16.8% in the period, to EUR 144.7 million in 
2007. This reflects a rise of 5.0% in the number of supply points 
and a 5.8% expansion of the gas network. The gross operating 
profit for the liberalised gas business rose from EUR 20.9 million 
in 2006 to EUR 43.8 million in 2007 (the 2006 figure includes a 
negative impact of EUR 15 million relating to the extraordinary 
purchase of gas on the spot market), owing to increased turnover 
and a rise in the gross unit margin.
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2008, linked to our contracted generation business (losses on 
this scale did not occur in 2006);and a loss of EUR 2.8 million 
(vs. a gain of EUR 24.2 million in 2006) related to financial 
hedging operations on energy markets associated with the 
liberalised generation and supply business. 

Gains from Group Companies and Associates totalled EUR 
23.7 million in 2007, vs. EUR 245.3 million in 2006. Gains from 
group companies and associates in 2006 included: i) the input 
from the consolidation using the equity method of 30% to REN, 
which reflects the recovery in 2006 of tariff deviations from 
previous years, and the capital gain from the sale of the 18.3% 
shareholding that REN held in Galp; ii) a non-recurring provision 
related to guarantees provided for the financing of Electra; 
and iii) in 2007, a loss of EUR 12.5 million related to the input 
using the equity method from Edinfor.  Attention is drawn to 
the announcement by EDP in February 2008 that it planned to 
exercise its option to sell its 40% holding in Edinfor for a pre-
agreed minimum price of EUR 55 million. It is hoped that this deal 
will go through in March 2008, after which date Edinfor will no 
longer contribute to EDP’s profit.

With respect to EDP’s current shareholding in REN, it should be 
noted that, in the wake of the agreements to sell 20% of the share 
capital of REN (4 blocks of 5%) and to sell an extra 5% in July, 
with the Initial Public Offering, EDP’s shareholding in REN will no 
longer be consolidated using the equity method. The sale of this 
25% stake in REN is reflected in a capital gain of EUR 250 million 
in 2007.

The gross operating profit for Energias do Brasil rose 35.2% in the 
period, to EUR 586.5 million in 2007, thanks to a 3% appreciation 
of the Brazilian real against the euro between 2006 and 2007, 
and the strong performance of the generation and distribution 
businesses. The gross operating profit for distribution grew 
23.5% in the period to stand at EUR 417.5 million in 2007. This 
was largely due to a growth in the demand for electricity and 
the recovery of accumulated regulatory sums through tariffs. 
The gross operating profit of the generation business rose 66% 
in the period, to EUR 167.6 million in 2007, mainly thanks to the 
17.0% rise in production to 5,568 GWh in 2007, reflecting the rise in 
installed capacity (1,044 MWh in 2007, compared with 1,018 MWh 
in 2006), the gradual start-up of the Peixe Angical power station 
in the second and third quarters of 2006, the start-up of the fourth 
group of Mascarenhas generators (50 MWh) in the last quarter of 
2006, and commissioning of the S. João mini-hydroelectric power 
station (25 MW) in 2007.

Financial Results – EDP Group

EUR million 2007 2006 ∆ 07/06 

Investment income 41.4 8.0 420.6%

Financial Investments Gains/(Losses) 41.4 8.0 420.6%

Net financial interest paid (539.4) (402.2) -34.1%

Net foreign exchange differences 11.0 0.9 -

Other Financials (58.8) 185.9 1,085.2%

Financing Gains/(Losses) (587.3) (215.3) -172.7%

Financial results (545.8) (207.4) -163.2%

The EDP Group Financial Results reflect:

a rise of EUR 33.4 million in income from other equity a. 
investments, due to dividends received in 2007: i) from REN, in 
the sum of EUR 29.1 million; ii) from Ampla, in the sum of EUR 
1.6 million; and iii) from BCP in the sum of EUR 8.4 million;

an increase of 34.1% in net interest, from: i) a 1.1 p.p. rise in the b. 
average cost of the EDP Group debt (5.0% in 2007, compared 
with 3.9% in 2006), reflecting the interest rate increases in the 
period, and ii) from a rise in the level of net average debt;

a marked drop in other financial gains and losses. 2006 c. 
includes a positive impact of EUR 180 million related to the 
derivative security contracted to cover the value of the CMEC. 
Furthermore, the 2007 figure includes: i) a loss of EUR 42 
million relating to hedging instruments for fuel for 2007 and 
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The EDP Group Operating Investment totalled EUR 2.7002 billion 
in 2007, which is a growth of 85.4%, reflecting the consolidation 
of Horizon, for the first time (EUR 732.7 million in 2007), and an 
increase of 53.3% in the “Iberian Core Business” to EUR 1.7065 
billion in 2007. About 72% of the investment was channelled 
into expanding installed capacity, especially in wind power 
and new Natural Gas Combined Cycle Power Stations (CCGTs) 
in Spain and Portugal (Castejón3, Soto 4 and Lares 1). These 
investments will lead to business growth in the medium term. 
It should also be noted that nearly 75% of the group’s investment 
concerns regulated businesses and long-term contracted 
power generation, which benefit from a low risk on investment 
return (wind power, gas and electricity distribution in Iberia and 
contracted electricity generation under the PPA/CEMC system).

In 2007, investment in the generation business in Portugal was 
related to: a) the start of construction work on the Lares 1 CCGT 
(431 MW) – expected to be commissioned at the end of 2009; and 
b) boosting the capacity in the Bemposta II (231 MW) and Picote II 
(178 MW) hydroelectric power stations, which should come into 
operation in 2012. In Spain, EDP completed the construction of the 
Castejón 3 CCGT (418 MW) – experimental period in December 
2007 – and the Soto 4 CCGT (418 MW) – scheduled to come into 
operation in the third quarter of 2008. In addition, EDP invested 
EUR 108.4 million in reducing SO2 and NOx emission in the 
coal-fired power stations, of which EUR 61.4 million were invested 
in the Sines power stations (remunerated under the PPA/CMEC 
system), with a view to complying with the European Directive 
on large combustion plants by December 2007. 

In 2007, the Operating Investment in Horizon, an EDP subsidiary 
in the wind power business in the USA, amounted to USD 978 
million (EUR 732.7 million). In December 2007 Horizon had a 
gross capacity under construction of 66 MW, and was scheduled 
to become operational in early 2008. It is hoped that Horizon 
will have around 500 MW of wind power capacity under 
construction by the end of the first quarter of 2008. In 2007, the 
operating investment of Neo Energía in wind power was EUR 
655.9 million, which represents a growth of 69.9% in the period. 
In December 2007, NEO Energía had 597 MW gross capacity 
under construction, which should come into operation in 2008. 
The company is well on the way to meeting its target of 3.0 GW 
gross capacity for Europe and 2.2 GW for the USA. 

In 2007, investment in the distribution business fell 14.1%, 
to EUR 263.3 million, because of the renegotiation of maintenance 
contracts for the network via a pre-contracting programme which 
enables the Company to optimise prices. In Portugal, recent 
investments aimed at improving the quality of service, plus good 
weather conditions are reflected in an Equivalent Interruption 

Operating Investment – EDP Group

EUR million 2007 2006 ∆ 07/06

Existing Plants 62.2 36.5 70.7%

New Plants 384.0 44.3 767.5%

Emissions Improvement 61.4 57.8 6.2%

Supply 0.3 0.5 -43.7%

Portugal 507.9 139.0 265.4%

Existing Plants 23.7 18.5 28.1%

New Plants 163.1 175.1 -6.8%

Emissions Improvement 47.0 57.4 -18.0%

Supply 3.3 0.1 2,680.5%

Spain 237.1 251.1 -5.6%

Iberian Generation & Supply 745.0 390.1 91.0%

Europe – Neo 655.9 386.0 69.9%

USA – Horizon 732.7 - -

Wind 1,388.6 386.0 259.7%

Distribution grid & Other 345.4 409.4 -15.6%

(-) Investment subsidies 112.4 140.8 -20.2%

Portugal 233.0 268.5 -13.2%

Distribution grid 58.9 49.9 18.1%

(-) Investment subsidies 28.6 11.8 141.9%

Spain 30.3 38.0 -20.4%

Iberian Distribution 263.3 306.6 -14.1%

Distribution network 15.8 14.1 11.4%

Other 8.9 4.8 84.1%

Portugal 24.7 19.0 29.9%

Distribution network 25.5 23.7 7.4%

Other 22.1 9.1 144.3%

Spain 47.6 32.8 45.2%

Iberian Gas 72.3 51.8 39.6%

Core Business 2,469.2 1,134.5 117.6%

Generation 40.5 104.2 -61.1%

Distribution 168.3 190.8 -11.8%

Supply & Other 0.4 0.2 189.6%

Brazil 209.3 295.1 -29.1%

Other 21.7 26.9 -19.5%

EDP Group 2,700.2 1,456.5 85.4%

Expansion Capex 1,935.7 679.9 184.7%

Maintenance Capex 764.5 776.6 -1.6%

Note: The total operating investment is shown for each company irrespective 
of the EDP group shareholding in the company and changes in internal 
ownership within the Group.
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Consolidated and Unconsolidated Cash Flow Statements
as at 31 December 2007 and 2006

EUR million 2007 2006

Cash flows from operating activities 
Cash receipts from customers 10,807 10,219
Cash paid to suppliers -7,244 -7,148
Cash paid to employees -729 -735
Concession rents paid -213 -213
Other receipts / (payments) relating to operating activities -146 24

Net cash flows from operating activities 2,475 2,147
Income tax received / (paid) -205 -129

Net cash flows from operating activities 2,270 2,018
    Discontinued activities - 34
    Continuing activities 2,270 1,983

Cash flows from investing activities 
Cash receipts resulting from:

   Proceeds from sale of financial assets 552 805
   Proceeds from sale of property, plant and equipment 10 11
   Fixed assets subsidies received 144 183
   Interest received 82 36
   Dividends received 79 177

866 1,212
Cash payments resulting from:

   Acquisition of financial assets -2,345 -465
   Acquisition of property, plant and equipment -2,742 -1,589
   Fixed assets subsidies received - -

-5,087 -2,053
Net cash flows from investing activities -4,221 -842

     Discontinued activities - -21
    Continuing activities -4,221 -820

Cash flows from financing activities
   Receipts / (payments) from loans and interest 2,322 40
   Interest and similar costs -662 -429
   Receipts / (payments) from derivative financial 
instruments -1 38

   Dividends paid -401 -366
   Treasury stock sale / (purchase) -36 27
   Antecipated proceeds from institutional partnership in 
US wind farms 775 -

Net cash flows from financing activities 1,997 -690
     Discontinued activities - -48
     Continuing activities 1,997 -642

Net increase / (decrease) in cash and cash equivalents 47 486
   Effect of exchange rate fluctuations on cash held -5 -29

Cash and cash equivalents at the beginning of the period 752 267

Cash and cash equivalents at the end of the period 793 724
Net increase in cash and cash equivalents resulting from 
perimeter variations 71 26

Discontinued activities - -2
Cash and cash equivalents from continuing activities  
at the end of the period (*)

865 752

Time (EIT) of 111 minutes in 2007, compared with 203 minutes 
in 2006 (or 176 minutes, when adjusted for the impact of 
extraordinary factors. In Spain, the EIT fell from 106 minutes 
in 2006 to 59 minutes in 2007.

Operating investment in 2007 reached EUR 72.3 million, which 
is a growth of 39.6% in the period, of which almost 57% was 
invested in expanding  the gas distribution network (+ 408 km, 
of which +271 km in Spain). The remainder was channelled into 
the transport network in Spain, advertising campaigns, meters 
and reducers for new consumption areas and adapting LPG 
facilities to NG.

Investment, in euros, in Energias do Brasil fell 29.1% in the 
period, basically due to the completion of construction work 
on the Peixe Angical hydroelectric power station, with the final 
group of generators coming into operation in the third quarter 
of 2006. In the second quarter of 2007, following the coming on 
stream of the São João hydroelectric power station in April 2007, 
Energias do Brasil increased its installed capacity by 25 MW (total 
investment of BRL 90 million).  The construction of the Santa Fé 
hydroelectric power station will provide another 29 MW capacity 
in 2009. Investment in distribution amounted to 80% of the total 
investment of Energias do Brasil, and it related to the expansion 
and improvement of the distribution network in the Bandeirante, 
Escelsa and Enersul concession areas.
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amount – about 75% of the issue was placed with US investors 
with the rest being placed in Europe, the Middle East and Asia. 
The yield from the issuance made it possible to cancel the shorter 
(1 year) tranche of the RCF, mentioned above, and to partly repay 
the 7-year tranche, which remains available to finance Horizon’s 
needs.

It should also be noted that, under the annual updating of the 
EMTN programme, it was increased to allow issues up to the sum 
of EUR 12,500,000,000, thereby giving the Group the flexibility to 
go back to the capital markets to refinance its debt and fund its 
investment programme. 

In Brazil, Escelsa launched a bond issue on the local market in 
the sum of BRL 250 million, which was liquidated at the start of 
July. The issue is for 7 years, with annual amortisations from year 
5 onwards, and it was used to refinance the company’s senior 
notes in USD, which matured in July 2007.

Attention is drawn to the long-term financing contracted with 
BNDES, in a total amount of BRL 150 million; part is for Bandeirante 
and part for Escelsa, and repayment starts at the beginning 
of 2008. The loans are for 6 years and are to fund the two 
distributors’ Capex programme.

In terms of maturity, the EDP Group’s consolidated debt breaks 
down into 20% in short-term debt and borrowings and 80% in 
medium- and long-term debt and borrowings. 

IFRS Debt – EDP Group

EUR million 2007 2006 ∆ 07/06

Shor term debt and borrowings 2,441 1,394 75%
  Bond loans 458 166 175%
  Debts to Credit Institutions 649 410 58%
  Other Loans 2 4 -40%
  Commercial Paper 1,331 813 64%

Medium and long term debt and borrowings 10,129 8,620 18%
  Bond loans 6,426 5,413 19%
  Debts to Credit Institutions 3,643 3,161 15%
  Other Loans 61 45 35%

Nominal Financial Debt 12,570 10,013 26%

Interest payable 101 135
Fair Value Hedge for Debt -65 5

IFRS Financial Debt 12,606 10,153 24%

Capital Debt

At the end of 2007, the Group’s (nominal) consolidated debt 
rose to EUR 12.57 billion, roughly 83% of which was placed with 
EDP, S.A. and EDP Finance BV. In terms of the end of 2006, the 
Group’s capital debt was nearly EUR 2.557 billion higher, mostly 
owing to financing for the acquisition of Horizon, explained in 
detail below.

The EDP Group’s consolidated net debt at the end of 2007 stood 
at EUR 11.692 billion, due to the existence of cash and cash 
equivalents, in particular in Horizon (EUR 299 million), in the 
Group’s Brazilian subsidiaries (EUR 276 million), in the NEO group 
(EUR 134 million) and in EDP SA (EUR 120 million).

Nominal Capital Debt (EDP Group)

EUR million 2007 2006 ∆ 07/06

EDP S.A. e EDP Finance BV 10,393 8,044 29%
EDP Produção 19 24 -21%
NEO Energía 560 579 -3%
Portgás 106 113 -6%
HC Energía 433 213 103%
Energias do Brasil 1,059 1,019 4%
Outros - 21 -100%

Nominal Financial Debt 12,570 10,013 26%

EDP kept up its policy of concentrating capital debt within  
EDP, S.A. and EDP Finance BV in 2007. The rest is basically 
composed of debt contracted by the Brazilian holdings, debt 
contracted as project finance in subsidiaries of the NEO Group 
and related to wind power generation partnership projects, 
as well as short term debt and borrowings contracted by 
Hidrocantábrico. 

The purchase of Horizon (concluded on 2 July 2007) was financed 
through a loan of USD 3,000 million under a revolving credit 
facility (RCF) arrangement. The loan is in two tranches, with 
respective deadlines of 7 years and 1 year. EDP has an option to 
extend the period of the shorter tranche for a further year. The 
loan attracted considerable interest in international banking 
circles and was taken out with 23 banks. 

In October 2007, EDP accessed the US debt capital markets for 
the first time with a bond issue 144A/Reg S in the sum of USD 2.0 
billion, in two tranches for the same amounts and with repayment 
periods of 5 and 10 years.  The issue was undertaken by EDP 
Finance BV under the EDP – Energias de Portugal SA EMTN (Euro 
Medium Term Notes) programme. The transaction attracted 
strong interest from investors, demand far exceeded the issuance 
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“Rating”

The announcement of the acquisition of Horizon led to the 
medium- and long-term rating of EDP, S.A. and EDP Finance BV as 
“credit watch negative” by the three credit rating agencies (S&P, 
Fitch and Moody’s).  In July, once the acquisition process was 
completed, Fitch and S&P revised the EDP SA and EDP Finance 
BV to A-, while the first gave it a stable outlook and the second a 
negative outlook. In October, Moody’s also concluded the rating 
revision process, keeping it at A2 and changing the outlook to 
negative.

The rating assigned by Fitch to HC remained at A-, with a stable 
outlook, and the agency holding that the high level of integration 
of the company within the Group justified the assignment of the 
same rating as EDP, S.A. Moody’s also kept the A3 rating assigned 
to HC, but changed the outlook to negative, reflecting the action 
taken for EDP, SA.

Global Scale

S&P Last 
Update Moody's Last 

Update Fitch Last 
Update

EDP SA e EDP Finance BV A-/Out-/A-2 18/7/07 A2/Out-/P1 19/10/07 A-/Stab/F2 3/7/07

HC A3/Out-/P2 19/10/07 A-/Stab/F2 3/7/07

Bandeirante Ba2/Stab 17/5/07

Escelsa BB-/Posit 13/6/07 Ba2/Stab 17/5/07

Enersul Ba2/Stab 17/5/07

EDB Ba2/Stab 17/5/07

In the first half of 2007, reflecting the robustness of their operating 
and financial situation, the Group’s Brazilian subsidiaries saw 
their rating revised upwards by Moody’s and S&P.

Local Scale – Brazil

S&P Last 
Update Moody's Last 

Update Fitch Last 
Update

Bandeirante brA/Posit 13/6/07 Aa3.br/Stab 17/5/07

Escelsa brA/Posit 13/6/07 Aa3.br/Stab 17/5/07

Enersul brA/Posit 13/6/07 Aa3.br/Stab 17/5/07

EDB Aa3.br/Stab 17/5/07

By early 2008, in the wake of a tariff change applied to Enersul, 
Moody’s confirmed the rating assigned to the company. 

In relation to short-term financing and cash flow management, 
EDP, S.A. continues to favour recourse to issues of “Euro 
Commercial Paper” programmes, an instrument that provides 
it with access to an enlarged investor base at very competitive 
costs, ensuring the necessary flexibility for efficient cash 
flow management. In Spain, the Group also has a “pagarés” 
programme (domestic commercial paper) at its disposal 
through its HC subsidiary, in the sum of EUR 300 million, which 
affords it similar flexibility and efficiency in terms of cash flow 
management.  

By maintaining a financial management policy based on 
prudence, by the end of 2007 EDP, S.A. had access to EUR 
1.705 billion in unused credit facilities and EUR 650 million in 
commercial paper with underwriting commitment, EUR 360 
million of which was available for use. The Group’s policy of 
maintaining these long-term credit facilities with several banks 
with a high credit rating ensures liquidity and financial flexibility.

By the end of 2007, the average interest rate, after hedging 
instruments, for the EDP, S.A. and EDP Finance BV capital debt was 
5.0% per year and approximately 48.5% of its medium/long-term 
debt and borrowings was set at a fixed rate. 

In terms of currencies, the USD financing contracted to fund the 
purchase of Horizon resulted in increased exposure to USD which 
had risen to 17.2% at year end, although the euro was still the 
main debt currency for the EDP Group (74.4%). 

8,4%

74,4%

17,2%

USD BRL EURO
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Statement of Operating Profit  
– Generation in the Iberian Peninsula

Portugal Spain

EUR million 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06

Operating Revenues 2,059.3 1,882.8 9.4% 801.6 772.6 3.8%

Custos Directos da Actividade 922.5 793.0 16.3% 397.7 328.0 21.2%

Gross Profit 1,136.8 1,089.8 4.3% 403.9 444.6 -9.1%

Gross Profit/Revenues 55.2% 57.9% -2.7 pp 50.4% 57.5% -7.2 pp

Supplies and services 102.9 89.7 14.7% 53.3 39.1 36.3%

Personnel costs 80.1 84.5 -5.1% 33.0 28.6 15.4%

Costs with social benefits 48.2 37.7 28.1% 10.9 1.3 730.8%

Generation centre rentals 3.9 3.7 4.0% - - -

Other operating costs / (revenues) (9.6) 1.5 740% 49.9 36.6 36.3%

Operating Costs 225.6 217.1 3.9% 147.1 105.6 39.3%

EBITDA 911.2 872.7 4.4% 256.7 338.9 -24.2%

EBITDA / Revenues 44.2% 46.4% -2.1 pp 32.0% 43.9% -11.8 pp

Provisions 1.5 20.5 -92.8% 13.8 (-1.0) -

Depreciation and amortization 259.0 228.9 13.2% 122.1 97.1 25.7%

Comp. of subsidised assets' depr. (3.6) (2.5) -44.7% (0.4) (0.1) -200.6%

EBIT 654.4 625.8 4.6% 121.3 243.0 -50.1%

EBIT / Revenues 31.8% 33.2% -1.6 pp 15.1% 31.5% -16.3 pp

The gross operating profit for generation in Portugal grew 4.4%, 
reflecting a 15% rise in supplies and services, largely due to the 
maintenance costs of the Ribatejo power station, an increase of 
28% in costs with social benefits, related to the human resources 
restructuring programme currently in progress in EDP. In 2007, 
EUR 25 million was accounted in relation to 66 staff leaving the 
company, compared with EUR 22 million accounted in 2006 when 
89 staff left. There was, however, a 5% fall in personnel costs as 
a result of the cut in the permanent workforce. Below the gross 
operating profit, amortisations grew 13%, essentially due to the 
extension of water resources, which amounted to EUR 20 million. 
In Spain, operating costs largely rose because of the incorporation 
into the contracted generation business of the special regime 
activity of Neo Energía, and the impact of RD 03/2006, which was 
as significant in 2007 as it had been in 2006. Operating costs in 
2006 included EUR 32 million related to RD 03/2006 reported in 
the item other operating costs / (revenues), and in 2007 these 
costs rose to EUR 42 million. Supplies and services rose 36%, 
reflecting some non-recurring costs related to the maintenance 
of Soto 3 power station, and an increase in other operating costs 
due to increases in municipal charges and some costs incurred 
with the removal of nuclear waste. The 15% rise in personnel 

2. GENERATION AND SUPPLy IN THE IBERIAN PENINSULA

Operating Profit for the integrated generation and supply 
business in the Iberian Peninsula showed an annual increase rise 
of 11.8% to EUR 1.2264 billion in 2007.

Statement of Operating Profit
– Generation and Supply in the Iberian Peninsula

EUR million 2007 2006(1) ∆ 07/06

Gross Profit 1,647.6 1,466.6 12.3%

Supplies and services 204.2 190.8 7.0%

Personnel costs 124.3 126.2 -1.5%

Costs with social benefits 59.5 39.5 50.6%

Generation centre rentals 3.9 3.8 3.8%

Other operating costs / (revenues) 29.4 9.3 217.2%

Operating Costs 421.3 369.5 14.0%

EBITDA 1,226.4 1,097.1 11.8%

Provisions 21.6 13.3 62.4%

Depreciation and amortization 388.1 348.6 11.3%

Comp. of subsidised assets' depr. (4.0) (3.0) -35.9%

EBIT 820.8 738.2 11.2%

(1)  2006 financial figures including the cogeneration business, biomass and 
waste.

The integrated generation and supply business in Iberia saw a 
12% growth in the gross profit, underpinned by the recovery of 
the EDP supply business, which compensated for the fact that 
the gross profit of the generation business remained stable. 
The gross operating profit also grew 12%, while operating costs 
increased 14%. On a formal basis, i.e. including the special regime 
generation contracted in 2006, and including hedging costs on 
the energy markets, the gross profit and gross operating profit 
would have risen 9.0% and 7.4%, respectively.
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commercial side, and in personnel costs arising from the 
“Agreement”.

2.1. Contracted Generation in the Iberian Market: PPAs/CMECs 
and Special Regime

On 15 June, EDP and REN (which was the sole buyer of electricity 
from the regulated electricity market until 30 June) agreed on 
the early termination of the long-term PPAs between them. 
The PPAs were then replaced by the CMECs, to reconcile: i) the 
preservation of the current net value of the PPAs and a stable 
contracted gross profit for the next 10 years with a real return on 
assets of 8.5% before tax; and ii) the increase in the liquidity of the 
Iberian wholesale electricity market. In relation to EDP’s Financial 
Statements, the gross profit resulting from the CMECs will 
maintain the same profile as the old PPAs for the next 10 years. 

With respect to the gross profit, this now has 4 components: i) 
Revenues in the market: result from the sale of electricity on the 
Iberian wholesale electricity market, which also includes system 
services and, in the future, a guarantee of power; ii) Revisability 
of the CMECs: difference between the main assumptions of the 
CMECs (production, market prices and fuel costs) and the market 
– this difference must be paid or received by EDP through the 
regulated tariffs, with a one year grace period; iii) CMECs: reflect 
the annual difference in terms of cash flow between the former 
PPA regime and the present CMEC regime, assumed when the 
system began to be implemented – the sum of these difference 
should be nil at the end of the CMEC regime, ensuring the current 
worth of the old PPA regime; iv) CMEC annual payment: fixed 
monthly rent of EUR 6.5 million that EDP will received through the 
regulated tariff for the 20.5-year lifetime of the CMEC system, 
unless securitised before.

costs is related to salary adjustments in December, but which 
are related to the whole of 2007. In relation to the increased 
costs with social benefits, these are due to the accounting of 
provisions for the 72 early retirements, the total cost of which 
rose to EUR 9.6 million, incurred under the HC Energía collective 
labour agreement – “Agreement”. Amortisations increased 26% 
reflecting, above all, the incorporation of the special regime 
business in Spain into the consolidation perimeter of contracted 
power generation, which used to be in Neo Energía. This meant 
that the operating profit fell 50%. 

Statement of Operating Profit  
– Supply in the Iberian Peninsula

Portugal Spain

EUR million 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06

Operating Revenues 343.0 326.7 5.0% 838.2 538.3 55.7%

Direct Activity Costs 322.7 377.4 -14.5% 756.1 588.8 28.4%

Gross Profit 20.3 (50.7) - 82.2 (50.5) -

Gross Profit/Revenues 5.9% -15.5% 21.4 pp 9.8% -9.4% 19.2 pp

Supplies and services 18.2 15.3 19.3% 31.5 28.9 9.3%

Personnel costs 4.6 5.5 -17.1% 6.5 5.3 24.0%

Costs with social benefits 0.2 0.4 -47.5% 0.2 0.2 31.7%

Generation centre rentals 0.0 0.0 1.0% - - -

Other operating costs / (revenues) 1.2 (0.5) - (18.3) (15.4) -18.8%

Operating Costs 24.2 20.7 17.3% 19.9 18.8 5.5%

EBITDA (3.9) (71.3) 94.5% 62.3 (69.3) -

EBITDA / Revenues -1.1% -21.8% 20.7 pp 7.4% -12.9% 20.3 pp

Provisions 15.4 (3.0) - (1.4) (3.3) 58.1%

Depreciation and amortization 4.7 4.8 -1.0% 2.3 2.5 -7.4%

Comp. of subsidised assets' depr. - - - - - -

EBIT (24.1) (73.1) 67.0% 61.4 (68.5) -

EBIT / Revenues -7.0% -22.4% 15.3 pp 7.3% -12.7% 20.1 pp

In relation to the supply business, attention is drawn to the strong 
recovery of the gross profit in both Portugal and Spain, showing 
the success of the EDP policy of concentrating on profitability. 
In Portugal, the 19% increase in supplies and services is due 
to marketing costs to attract new customers. But the 17% fall in 
personnel costs is also stressed, mainly resulting from a cut in 
the number of employees. The gross profit in Spain benefited 
positively from a non-recurring EUR 27 million input related to 
the recovery of costs incurred by deviations in previous years. 
Operating costs rose 5.5% in the period owing to an increase 
in supplies and services that accompanied the growth of the 
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2.2. Liberalised Generation and Supply on the Iberian Market

Generation on the liberalised market is managed in conjunction 
with supply business in the same market and takes into 
account the cost of generation and market demand. The energy 
generated on the liberalised market is sold on the liberalised 
wholesale and retail markets.

Main Financial Indicators 
– Liberalised Generation and Supply

EUR million 2007 2006 ∆ 07/06

Generation in the market 497.4 555.2 -10.4%

Portugal 115.5 110.7 4.4%

Spain 381.8 444.6 -14.1%

Supply 102.5 (101.2) -

Portugal 20.3 (50.7) -

Spain 82.2 (50.5) -

Gross profit 599.9 454.1 32.1%

In 2007, the gross profit in the liberalised Iberian market 
for electricity generation and supply grew 32%. This strong 
performance was achieved in adverse market conditions, with 
average prices of the pool falling 22% in the period. This result 
highlights the success of the hedging strategy implemented 
by EDP, in which around 68% of generation was hedged by the 
direct sale of electricity to retail customers at an average price 
EUR 6/MWh higher than the wholesale market price. In 2007, EUR 
2.8 million were reported as financial losses related to hedging 
operations in energy markets associated with power generation 
and supply on the liberalised market, since the gains from 
hedging oil prices and exchange rates were not enough to offset 
the losses from the financial hedging of electricity and CO2 prices.

EDP power generation in the liberalised Iberian market rose 
2.9% in 2007, compared with the same period the previous year. 
This growth was supported by a 5.5% increase in generation 
by our CCGT plants, with use levels averaging 57% in 2007 (vs. 
54% in 2006). The scheduled stoppages for desulphurisation in 
EDP’s coal-fired power stations, and maintenance work on the 
interconnection network, which restricted imports, had to be 
offset by higher generation from our CCGTs. The output from 
our coal-fired power stations rose 2.7% in the period, despite 
a 9-week interruption in the Soto 3 plant for desulphurisation 
and maintenance which extended into the first quarter of 2008. 
Meanwhile, EDP’s total installed capacity in the liberalised Iberian 
market went up 585 MW, due to: i) the commissioning of the 

Main Financial Indicators 
– Contracted Generation in the Iberian Market

EUR million 2007 2006 ∆ 07/06

PPA Revenues (1H07 and 2006) 587.5 1,246.4 -52.9%

Capacity Charge 473.8 934.5 -49.3%

Energy Charge 113.7 311.9 -63.5%

PPA/CMEC Revenues (2H07) 681.1 - -

Revenues  in the market 469.2 - -

Annual Deviation – Market vs. CMEC Assumptions 101.6 - -

PPAs/CMECs Accrued Income 71.3 - -

Base CMEC  Fee 39.0 - -

PPA/CMEC Direct Costs 291.8 311.2 -6.2%

Coal 184.4 186.3 -1.0%

Fuel Oil 91.2 116.3 -21.6%

Other Costs (Net) 16.3 8.6 88.4%

Gross Profit PPAs/CMECs 976.8 935.2 4.4%

Cogeneration, Waste & Biomass 46.0 47.5 -3.1%

Mini-Hydro 10.2 15.3 -33.0%

Gross Profit Special Regime 56.3 62.8 -10.4%

Gross Profit Other 14.1 14.5 -2.7%

Total Gross Profit 1,047.2 1,012.5 3.4%

The gross profit of the PPAs/CMECs in 2007 grew 4.4% compared 
with the same period the previous year, thanks to the gains 
achieved through the consumption of coal stocks bought at 
lower prices than provided for in the rules of the PPA/CMEC 
regimes, and the improved availability of the hydroelectric and 
thermoelectric power stations, which more than offset the high 
cost of fuel oil, which is not reflected in the final price. Yet the low 
water availability explains the 33% fall in the gross profit of the 
mini-hydroelectric power stations. 

The 18% decline in thermal power generation was essentially due 
to the scheduled stoppages in Sines, for desulphurisation and 
maintenance, and the usage level fell from 93% to 77% in 2007. 
Hydroelectric power generation fell 6%, due to the dry weather in 
the fourth quarter of 2007. Even so, the availability of our power 
stations was well above 1.0. 
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Castejón (Spain) CCGT at the end of December 2007 (418 MW); 
ii) the award of the concession for the Alqueva hydroelectric 
power station at the end of October 2007 (240 MW); iii) the 
decommissioning of the Spanish Soto 1 coal-fired power station 
(63 MW) in December 2007.

In 2007, the power generated by our CCGTs was mostly sold at 
peak periods. The combination of this and the introduction of 
market splitting explains the EUR 52/MWh spot price (including 
the guarantee of power and system services). Despite generation 
costs only rising by 3.6% in the period, electricity supply prices 
went up 6.7%, due to an increase in spot market purchases at 
higher prices. 

On the demand side, EDP managed to lift its average selling 
price for electricity by 30% compared with 2006, to EUR 59/MWh 
(including guarantee of power, system services and distribution 
margin), with volumes rising 13%, carried by the Spanish market, 
where there was a 29% growth in distribution volume compared 
with 2006, while in Portugal volumes sold declined 22%. In fact, 
the Spanish market benefited from a rise in tariffs on the retail 
market in January and July 2007, while tariff increases in Portugal 
were only 6.2%, in January 2007 (despite the regulator initially 
proposing a 12.4% increase), and they fell 3.0% in September 
2007. Volumes sold in OMEL rose 51%, while volumes sold on the 
wholesale futures market declined 66%, due to the ending of the 
bilateral agreements with the regulated distribution sector in 
Spain.

In 2008, EDP’s supply business will probably see a fall in volumes 
sold, since tariff increases of 2.9% in Portugal and 3.3% in Spain 
do not fully reflect the rise in generation costs. Nonetheless, 
the awaited end of the last-resort tariffs for medium voltage 
customers in Spain could lead to a recovery of market dynamics in 
the second half of 2008.

For 2008 EDP has already contracted 58% of its expected 
generation at an average price of more than EUR 56/MWh 
through agreements with retail customers or on futures markets. 
EDP has fixed an average spark spread of EUR 13/MWh for the 
volume so far contracted for 2008, and this price takes into 
account the costs of CO2 and RD 11/2007.
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Statement of Operating Profit 
– Wind Power (Renewables in Europe)

EUR million 2007 2006 ∆ 07/06

Gross Profit 247.1 201.8 22.4%
Gross Profit/Revenues 93.7% 81.0% 12.7  pp

Supplies and services 39.7 30.7 29.3%

Personnel costs 13.5 14.0 -3.8%

Generation centre rentals 3.5 1.3 168.9%

Other operating costs / (revenues) 0.5 8.9 -94.4%

Operating Costs 57.2 54.9 4.1%

EBITDA 189.9 146.9 29.3%
EBITDA / Revenues 72.0% 59.0% 13.1  pp

Provisions - 12.1 -

Depreciation and amortization 91.3 77.6 17.5%

Compensation of subsidised assets' depreciation (0.2) (0.5) 68.1%

EBIT 98.8 57.7 71.4%
EBIT / Revenues 37.5% 23.1% 14.3  pp

 

Gross profit rose 22.4% in the period: i) in Spain, despite a decline 
of 13.5% in the average tariff, due to the fall in the pool price in 
relation to 2006, the gross profit benefited from higher installed 
capacity and utilisation levels; ii) in Portugal the gross margin 
benefited from an increase in installed capacity and from a higher 
average tariff, which latter is a reflection of lower utilisation in the 
last quarter of 2007 (in Portugal the annual average tariff per 
MWh is inversely related to the annual average utilisation level).

Gross Profit 
– Wind Power (Renewables in Europe)

EUR million 2007 2006 ∆ 07/06

Portugal 72.5 46.6 55.4%
Spain 161.7 131.2 23.3%
France 9.7 - -
Wind 243.9 177.8 37.1%
Other & Adjustments 3.2 24.0 -86.6%
Total 247.1 201.8 22.4%

Supplies and services and personnel costs rose 18.9% in the 
period, reflecting higher O&M costs (coming into operation and 
new capacity), increased operating activity and international 
expansion, and the resulting increase in the number of 
employees.  Other operating costs in 2006 include EUR 4.1 million 
in non-recurring costs, basically related to the waste and biomass 
businesses which were transferred to HC Energía in January 2007.

Neo Energía’s gross operating profit went up EUR 43.1 million in 
the period, to EUR 189.9 million, which corresponds to 72.0% of the 
income (13.1 p.p. up on 2006).

3. RENEWABLE ENERGIES IN EUROPE

Neo Energía, a company in the EDP Group which generates 
electricity from renewable sources, has assets in Enernova (wind 
farms in Portugal – wholly held by NEO), Genesa (renewable 
energies in Spain – 80% held by NEO and 20% by Caja Madrid), 
Desa (wind farms in Spain – acquired in December 2005 – 80% 
held by NEO and 20% by Caja Madrid), Agrupación Eólica 
(wind farms in Spain and France – acquired in December 2006, 
wholly held by NEO) and GreenWind (wind farms in Belgium 
– partnership with local promoters in which NEO has a 70% 
holding).

In December 2007, EDP enhanced the visibility of its wind power 
generation portfolio in Europe by acquiring Relax Wind Parks, a 
group of projects to develop wind farms in Poland with a gross 
total capacity of 1,022 MW. These projects are at different stages 
of development – the first wind farm should provide installed 
capacity of 120 MW, and is set to come into operation at the end 
of 2009.

In December 2007, Neo Energía had a consolidated installed 
wind power generation capacity – with an input to the company’s 
gross operating profit – in Europe of 1,776 MW, 595 MW more 
than in December 2006. Neo Energía increased its installed 
capacity quarterly by 32 MW in Portugal, 314 MW in Spain and 
12 MW in France. In December 2007, Neo Energía had 597 MW of 
wind power capacity under construction and due to come into 
operation in 2008. Neo Energía met its target of 2.2 GW gross 
installed wind power capacity in 2007, and is well on the way to 
achieving its goal of 3.0 GW for 2008.

Neo Energía generated a total of 2,911 GWh of wind power in 2007, 
which is a growth of 53.0% in relation to the same period in 2006. 
This was due to increased installed capacity and an improvement 
in the average utilisation level of our wind farms (0.3 p.p. in the 
period, to 26.2% in 2007).

The wind power generated by Neo Energía in Spain rose 45% 
in the period and the average utilisation of our portfolio of 
wind farms remained steady at the high level of 27%, reflecting 
the good siting of our wind farms in terms of wind resources, 
compared with the average for the sector – for new farms and 
pre-2006 ones alike.
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by reduced availability which is covered financially by guarantee 
agreements with the turbine suppliers.

In July 2007, Horizon signed an 18-year Power Purchase 
Agreement (PPA) with Constellation Energy related to the Twin 
Groves II wind farm, thereby ensuring that all the wind power 
generation projects for 2007 had their energy contracted through 
PPAs or hedges. In July and October 2007 Horizon signed two 
20-year PPAs with the Empire District Electric Company and 
Westar Energy, Inc., for the Meridian Way wind power project 
(Kansas, 201 MW). Construction is due to start in 2008.

Statement of Operating Profit – Horizon

EUR million 2007

Gross Profit 31.6

Gross Profit/Revenues 97.7%

Supplies and services 9.2

Personnel costs 8.4

Generation centre rentals -

Other operating costs / (revenues) (10.0)

Operating Costs 7.6

EBITDA 23.9

EBITDA / Revenues 74.1%

Provisions -

Depreciation and amortization 20.4

Compensation of subsidised assets' depreciation -

EBIT 3.5

EBIT/Revenues 10.9%

The net benefits of the production tax credits (PTCs) and other 
income related to the partners in Horizon’s equity in the second 
half of 2007 amounted to EUR 16.9 million (or EUR 12.3 million). 
Horizon’s input to the gross profit in the second half of 2007 was 
EUR 31.6 million, or EUR 43.9 million, when adjusted to include the 
PTCs and deferred income linked to Horizon and institutional 
investors.

4. RENEWABLE ENERGIES IN THE UNITED STATES

In July 2007 EDP completed its acquisition of Horizon, a leading 
company in the development, management and operating of 
wind farms in the USA, for USD 2.74 billion (enterprise value 
including investments made between December 2006 and July 
2007). This operation was financed by a syndicated bank loan 
granted to EDP in the sum of USD 3.0 billion, split into a 1-year 
tranche of USD 1.5 billion and a second, 7-year tranche of USD 1.5 
billion.In October 2007, EDP made a bond issue of USD 2.0 billion 
which was used to repay the first tranche of the debt contracted 
under the credit facilities used to fund the purchase of Horizon.
This transaction took place in the context of EDP’s strategic goals, 
placing the Company in one of the most attractive markets for 
renewable energies in terms of both growth and profitability.

In July 2007, Horizon, as part of a consortium of institutional 
investors, completed the sale of a holding in a series of wind 
power projects with a net installed capacity of 722 MW. The 
amount to be contributed by the investors totalled around USD 
722 million. December 2007 saw the conclusion of a second, 
similar, transaction involving a portfolio of four wind farms due to 
come into operation in 2007 and early 2008, with a total installed 
capacity of 600 MW. In this second transaction, the consortium 
of investors will be investing  USD 600 million, of which USD 342 
million has already been forthcoming in 2007 (the rest will be 
invested in 2008).

Between December 2006 and December 2007, the US dollar 
depreciated 11% against the euro, and the average exchange rate 
in the second half of 2007 was 1.37 USD/EUR.

In 2007 Horizon increased its installed capacity by 913 MW and 
finished the year with a gross installed wind power capacity of 
1,490 MW (of which 131 MW were fully constructed and due to 
be commissioned in early 2008) and 66 MW more are under 
construction, and should come into operation in the first months 
of 2008. So at the start of 2008, in keeping with its stated goals, 
Horizon had a total of 1,556 MW in operation.

In 2007 there was a 44% growth in installed wind power capacity 
in the USA, to 16.8 GW (Source: AWEA, EER January 2007, Horizon). 
Horizon’s market share in terms of capacity was 7% at the year 
end. It is in second place with respect to constructed MWs in 2007.

The EDP Group started the consolidation of Horizon in July 2007, 
and the company generated 862 MW in the first six months of 
consolidation. In the last 12 months, Horizon’s wind farms portfolio 
enjoyed a utilisation level of 30% (calculated for projects that were 
operating commercially). The annual utilisation level was affected 



19

Adjusted Gross Profit – Horizon 

EUR million 2007

Electricity Revenues & RECs 31.3

Services Rendered & Other 0.2

Gross Profit 31.6

PTC Revenues & Other(1) 12.3

Adjusted Gross Profit 43.9

(1) Related Revenues from Horizon Equity Partners. Includes accounting for 
the net benefit of accelerated depreciation allocated to Horizon and to the 
institutional investors  

Horizon’s contribution to the gross operating profit in the second 
half of 2007 amounted to EUR 23.9 million.

In February 2008 Horizon bought a portfolio of six wind power 
generation projects with an overall capacity of 1,050 MW to be 
installed. These projects are located in regions with some of the 
most attractive wholesale electricity markets, and it is anticipated 
that they will help Horizon to consolidate its leading position in 
these regions.
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recovery of this amount, and the 2006 shortfall, which stood at 
EUR 125 million, without tax, for a 10-year period starting in 2008).

Allowed Revenues 
– Distribution in Portugal

EUR million 2007 2006 ∆ 07/06

Fixed component of the UDGr: HV and MV (€ m) 139.4 136.4 2.2%

Unit revenue for the UDGr: HV and MV (€ / MWh) 5.5 5.6 -1.8%

Electricity delivered to BES/NBES: HV and MV  (GWh) 46,976 45,548 3.1%

Fixed component of the UDGr: LV (€ m) 272.1 266.2 2.2%

Unit revenue for the UDGr: LV (€ / MWh) 13.4 13.6 -1.2%

Electricity delivered to BES/NBES: LV (GWh) 24,724 24,132 2.5%

UDGr allowed revenues 1,002.1 986.0 1.6%

Average assets of the NS activity (net of amortisations) 248.9 246.2 1.1%

Annual Return on average assets of NS activity (%) 8.0 8.0 -

Assets' amortisation of NS activity 42.8 43.4 -1.5%

Annual structural comercial costs of NS activity 79.8 71.1 12.2%

Network Supply allowed revenues 142.5 134.2 6.1%

Average assets of SPS activity (net of amortisations) 18.2 15.9 14.6%

Annual Return on average assets of SPS activity (%) 8.0 8.0 -

Assets' amortisation of SPS activity 2.4 2.1 15.1%

Annual structural comercial costs of SPS activity 84.2 67.2 25.3%

Supply in Public System allowed revenues 88.1 70.6 24.8%

Incentives 11.6 15.9 -27.4%

t-2 tariff adjust. for UDGr, SPS and NS 84.0 36.7 128.8%

t-1 & t-2 tariff adjust. for Energy Aquisition -100.1 86.5 -

HR Restructuring Costs Recovery 41.0 24.1 70.3%

Total Allowed Revenues 1,267.1 1,354.1 -6.4%

 

Allowed revenues fell 6.4%, reflecting a decrease in income 
related to the recovery of costs from previous years. Leaving these 
adjustments for previous years aside, allowed revenues would 
have grown 3.1%. The Distribution Network Use (URD) business 
accounts for around 80% of allowed revenues, and in spite of a 
1.6% drop in average revenue per unit, the 2.2% increase in the 
fixed component (which cuts exposure to the risk of variations in 
the demand for electricity) and the 2.9% rise in distributed 
electricity were expressed in an increase of 1.6% in allowed 
revenues from this business.

5. DISTRIBUTION IN THE IBERIAN PENINSULA

The distribution business in the Iberian Peninsula includes 
EDP Distribuição, a subsidiary of the EDP Group which operates in 
the areas of electricity distribution and supply within the regulated 
system in Portugal, and the distribution company HC Energía, 
which operates in the Spanish electricity market.

The distribution business in the Iberian Peninsula showed an 
operating profit of EUR 183.8 million euros in 2007, representing 
22.2% year-on-year decline.

Statement of Operating Profit
– Distribution in the Iberian Peninsula

EUR million 2007 2006 ∆ 07/06

Gross Profit 1,370.0 1,374.6 -0.3%

Gross Profit/Revenues 28.6% 31.1% -2.6  pp

Supplies and services 316.1 293.7 7.6%

Personnel costs 207.1 210.4 -1.6%

Costs with social benefits 233.8 98.3 137.8%

Concession fees 208.7 211.4 -1.3%

Other operating costs / (revenues) (51.2) (11.1) -360.2%

Operating Costs 914.5 802.8 13.9%

EBITDA 455.5 571.8 -20.3%

EBITDA / Revenues 9.5% 12.9% -3.5  pp

Provisions (17.1) 61.1 -

Depreciation and amortization 377.2 360.7 4.6%

Compensation of subsidised assets' 
depreciation (88.3) (86.1) -2.6%

EBIT 183.8 236.1 -22.2%

EBIT / Revenues 3.8% 5.3% -1.5  pp

5.1. Distribution in Portugal

The volume of electricity distributed in Portugal grew 3.3%, 
to 46.9 TWh in 2007, compared with the ERSE (Energy Service 
Regulatory Body) estimate of 47.0 TWh. The 15% rise in the HV 
segment consumption reflects the impact of the cogenerators, 
whose consumption in 2007 was concentrated in the HV segment, 
and the shift of some MV segment customers to HV. Electricity 
consumption in the liberalised market declined 25% in the period, 
to 5.4 TWh, vs. 6.7 TWh, estimated by the ERSE.

Electricity sales include EUR 49 million related to the 2007 tariff 
shortfall for EDP Distribuição (DL 237-B/2006 recognises the 



21

Supplies and services grew 8.3% in the period, due to higher 
external O&M and back-office costs, which more than 
outweighed the control achieved over other services’ costs, such 
as marketing costs. Personnel costs fell 2.3% in the period, or 
1.4%, if compensation and the capitalisation of personnel costs 
are excluded, reflecting the positive impact of savings achieved by 
cutting employee numbers. 

Costs with social benefits costs more than doubled in the period 
– the effort undertaken to increase efficiency made it possible 
to bring the Staff Adjustment Programme (PAE) forward, which is 
translated for accounting purposes in 2007 as an extraordinary 
cost of EUR 127.3 million (vs. EUR 24.7 million in 2006) related to 
512 retirement and early retirement agreements signed in the last 
quarter of 2007, of which 228 took effect in 2007, while the other 
284 agreed and signed in 2007 will come into effect in 2008.

Efficiency Ratios  
– Distribution in Portugal

2007 2006 ∆ 07/06

Employee/TWh 105 114 -7.8%

Clients / Employee 1,229 1,159 6,1%

As already mentioned, the smaller number of employees was 
basically achieved through the PAE initiated in 2006, which has so 
far led to 106 retirements and early retirements implemented in 
2006 and 228 further retirements and early retirements occurring 
in 2007. Renewed efforts have permitted an improvement in 
efficiency ratios – Employee/TWh fell 7.8% to 105, closing the gap 
in best practices for the Iberian Peninsula.

5.2. Distribution in Spain

In 2007, the volume of distributed electricity increased in Asturias 
by just 0.8%, to 9.6 TWh, largely due to the fact that there was only 
a 0.2% increase in the HV segment consumption.

Statement of Operating Profit  
– Distribution in Portugal

EUR million 2007 2006 ∆ 07/06

Gross Profit 1,226.1 1,247.2 -1.7%

Gross Profit/Revenues 26.3% 29.1% -2.7  pp

Supplies and services 259.9 240.1 8.3%

Personnel costs 181.4 185.7 -2.3%

Costs with social benefits 199.8 97.2 105.6%

Concession fees 208.7 211.4 -1.3%

Other operating costs / (revenues) (9.0) (17.0) 47.2%

Operating Costs 840.8 717.4 17.2%

EBITDA 385.3 529.8 -27.3%

EBITDA / Revenues 8.3% 12.4% -4.1  pp

Provisions for risks and contingencies (6.8) 57.0 -

Depreciation and amortization 345.4 334.6 3.2%

Compensation of subsidised assets' 
depreciation (85.5) (83.9) -1.9%

EBIT 132.2 222.0 -40.5%

EBIT / Revenues 2.8% 5.2% -2.3  pp

The gross profit for electricity was EUR 58.3 million less than the 
allowed revenues for 2007. This negative tariff deviation, to be 
retrieved through tariffs in 2009, compares with an accumulated 
positive deviation of EUR 25.1 million in September 2007. These 
figures reflect a significant rise in the average cost with the 
purchase of electricity in the last quarter of 2007 (purchase price 
of electricity on the market of EUR 60/MWh in the fourth quarter of 
2007 vs. the ERSE estimate of EUR 51/MWh).

Tariff Difference  
– Distribution in Portugal

EUR million 2007 2006 ∆ 07/06

Electricity Revenues 4,622.9 4,263.0 8.4%

Electricity Purchases 3,414.1 3,026.8 12.8%

Electricity Gross Profit 1,208.7 1,236.2 -2.2%

Total Allowed Revenues 1,267.1 1,354.1 -6.4%

Tariff Difference to Recover/(Return) 58.3 117.9 -50.5%
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distributors due their different business strategies on the 
wholesale electricity market;

Operating costs fell 15.9% in the period:

The RD 3/2006 approved on 24 February 2006 established a. 
that sales of generated electricity and purchases of 
distributed electricity that are simultaneously made by the 
same business group are settled at a provisional price of 
EUR 42.35/MWh. In 2006, purchases of electricity from the 
distribution business of HC Energía which were settled by its 
own generation rose to 1,512 GWh and this is reflected in a 
cost of EUR 15.6 million reported in “other operating costs”. 
RD 03/2006 no longer applies, however, and so these costs 
ceased to exist in 2007;

More recently, RD 871/2007, of 30 June, set the provision b. 
price mentioned in RD 03/2006 at EUR 49.23/MWh, which is 
reflected in an operating income of EUR 11 million, accounted 
in 2007 as “other operating income”;

Supplies and services rose 4.2% in the period, essentially c. 
because of higher back-office costs. Personnel costs and 
costs with social benefits rose 63.2%, reflecting the reporting 
in 2007 of an extraordinary cost of EUR 16.0 million related to 
a wage review, resulting from the differences between the 
real and forecast inflation rates – as established in the wage 
agreement in force in HC Energía.

The operating gross profit grew 71.3% in the period to EUR 72.1 
million in 2007. The effort made to improve efficiency led to a 
better performance of some benchmark ratios, such as that 
of Consumers/Employee, which improved 3.5% in the period, 
keeping abreast of the best practices in Iberia. 

Efficiency Ratios 
– Distribution in Spain

2007 2006 ∆ 07/06

Employee/TWh 40.5 41.4 -2.0%

Consumers / Employee 1,581 1,527 3.5%

In 2007, final consumer tariffs were not enough to cover the cost of 
purchasing electricity, as is reflected in the tariff shortfall of EUR 
53 million in HC Energía (reported as a receivable on the balance 
sheet for our generation business in Spain), which compares with 
a deficit of EUR 154 million in 2006. In the last quarter of 2007 the 
Spanish government was not able to conclude the securitisation 
of the EUR 1.5 billion shortfall for 2007. 

Statement of Operating Profit 
– Distribution in Spain

EUR million 2007 2006 ∆ 07/06

Gross Profit 143.9 127.5 12.9%

Gross Profit/Revenues 99.8% 100.0% -0.2  pp

Supplies and services 55.9 53.6 4.2%

Personnel costs 25.7 24.8 3.9%

Costs with social benefits 16.6 1.2 1,315.9%

Other operating costs / (revenues) (26.3) 5.8 -

Operating Costs 71.9 85.4 -15.9%

EBITDA 72.1 42.1 71.3%

EBITDA / Revenues 50.0% 33.0% 17.0  pp

Provisions (0.4) 4.1 -

Depreciation and amortization 31.9 26.1 22.1%

Compensation of subsidised assets' 
depreciation

(2.8) (2.2) -27.7%

EBIT 43.4 14.1 208.1%

EBIT / Revenues 30.1% 11.1% 19.1  pp

The gross profit for the distribution business in Spain rose 
12.9% in the period to EUR 143.9 million in 2007, reflecting: 
a) an increase of EUR 23.2 euros in remuneration for regulated 
activities recognised in the 2007 tariff; b) the accounting 
in 2006 of the positive impact, in the sum of EUR 8.0 million 
from deviations in the cost of purchased electricity; and 
c) a EUR 1.2 million rise in the provision of services:

Regulated income rose 20.3%, in accordance with what is a. 
recognised in RD 1634/2006, which establishes the income 
from regulated activities in the electricity business in Spain. 

In 2006 our distribution business in Spain reported revenues b. 
of EUR 8.0 million arising from two opposing effects of cost 
deviations with the purchase of electricity: i) the electricity 
needs of our Spanish distributor were greater than initially 
estimated, making it necessary to purchase electricity on 
secondary markets at higher prices than those of the daily 
market and giving rise to additional costs of EUR 10.0 million 
in 2006; this was more than offset by ii) a positive impact 
of EUR 18.0 million euros resulting from the fact that the 
average cost of electricity purchases by our distributor was 
lower than the average cost of electricity purchases from 
system distributors, which was the standard cost used for the 
settlement of regulated income/profit. Since June 2006, there 
has been a substantial increase in the amounts transacted 
on secondary markets at higher prices than those of the 
daily market, leading to cost deviations between system 
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Statement of Operating Profit
– Gas in the Iberian Peninsula

EUR million 2007 2006 ∆ 07/06

Operating Revenues 288.2 320.0 -9.9%

Direct Activity Costs 80.8 132.7 -39.1%

Gross Profit 207.4 187.3 10.7%
Gross Profit/Revenues 72.0% 58.5% 13.4  pp

Supplies and services 38.6 35.1 9.9%
Personnel costs 23.1 24.8 -6.8%
Costs with social benefits 0.6 0.3 102.2%
Other operating costs / (revenues) 0.4 3.4 -87.4%

Operating Costs 62.7 63.5 -1.3%

EBITDA 144.7 123.8 16.8%
EBITDA / Gross Profit 69.8% 66.1% 3.7  pp

Provisions (0.3) (5.6) -95.2%
Depreciation and amortization 45.5 41.1 10.5%
Comp. of subsidised assets' depr. (3.0) (2.7) 10.0%

EBIT 102.5 91.1 12.5%
EBIT / Gross Profit 49.4% 48.6% 0.8  pp

Statement of Operating Profit – Regulated Gas Activity 
in Portugal and Spain

Portugal Spain

EUR million 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06

Operating Revenues 114.5 96.2 19.0% 173.7 223.8 -22.4%

Direct Activity Costs 61.9 52.4 18.1% 18.9 80.2 -76.4%

Gross Profit 52.6 43.8 20.0% 154.8 143.5 7.8%
Gross Profit/Revenues 45.9% 45.5% 0.4  pp 89.1% 64.1% 25.0  pp

Supplies and services 12.1 8.4 44.5% 26.5 26.7 -0.9%
Personnel costs 5.3 4.7 11.6% 17.8 20.1 -11.1%
Costs with social benefits 0.2 0.0 1712.9% 0.4 0.3 26.6%
Other operating costs / (revenues) (0.0) (0.5) -89.5% 0.5 3.8 -87.7%

Operating Costs 17.6 12.6 38.9% 45.1 50.9 -11.3%

EBITDA 35.0 31.2 12.4% 109.6 92.7 18.3%
EBITDA / Gross Profit 66.6% 71.1% -4.5  pp 70.8% 64.6% 6.3  pp

Provisions 0.3 (2.7) - (0.5) (3.0) -82.2%
Depreciation and amortization 12.9 8.1 60.3% 32.5 33.1 -1.6%
Comp. of subsidised assets' depr. (1.4) (1.2) 17.6% (1.6) (1.5) 4.1%

EBIT 23.3 27.0 (0.1) 79.2 64.1 0.2
EBIT / Gross Profit 44.2% 61.6%-17.4  pp 51.2% 44.6% 6.5  pp

6. GAS IN THE IBERIAN PENINSULA

EDP’s gas business in Iberia is mainly focused on the regulated 
distribution segment. Naturgas has increased its presence in the 
Spanish liberalised market. EDP’s assets in this business area 
include: Naturgas, in Spain (with an indirect shareholding of 
63.5%),   and in Portugal, Portgás (72%; fully consolidated) and 
Setgás (19.8%; consolidated using the equity method).

In 2007, the operating profit of our gas business in the Iberian 
Peninsula grew 31.6% compared with 2006, to EUR 145 million in 
2007.

Statement of Operating Profit 
– Gas in the Iberian Peninsula

EUR million 2007 2006 ∆ 07/06

Operating Revenues 994.2 1.128.4 -11.9%

Direct Activity Costs 719.4 902.2 -20.3%

Gross Profit 274.8 226.3 21.5%
Gross Profit/Revenues 27.6% 20.1% 7.6  pp

Supplies and services 52.1 44.5 16.9%
Personnel costs 25.6 27.1 -5.5%
Costs with social benefits 0.7 0.4 89.9%
Other operating costs / (revenues) 8.0 9.5 -15.9%

Operating Costs 86.4 81.5 5.9%

EBITDA 188.5 144.8 30.2%
EBITDA / Gross Profit 19.0% 12.8% 6.1  pp

Provisions (0.2) (2.7) 92.1%
Depreciation and amortization 46.6 40.0 16.6%
Comp. of subsidised assets' depr. (3.0) (2.8) -8.7%

EBIT 145.0 110.2 31.6%
EBIT / Gross Profit 14.6% 9.8% 4.8  pp

6.1. Gas – Regulated Activity

EDP’s activity in the regulated gas business includes Portgás 
(among others). This distribution company has a concession 
agreement (72% held by EDP), and Naturgas (63.51% held by EDP), 
a gas distribution and transport company, which operates mostly 
in the Basque country and Asturias. In the second quarter of 2007 
EDP acquired 9.39% of Naturgas share capital for EUR 122 million, 
which raised its shareholding to 63.5%.
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In all, the regulated gas business, compared with the same 
period in 2006, saw gross operating profit rise 16.8% to EUR 
144.7 million, reflecting the 5.0% increase in the supply points to 
844,900 customers (+40,000 contracted customers), the 5.8% 
expansion of the network to 8,456 km and the 3.6% growth of gas 
distributed.

Regulated Revenues 
– Regulated Gas Activity in Portugal and Spain

EUR million 2007 2006 ∆ 07/06

Spain 142.8 136.2 4.8%

Transport 16,2 16.4 -1.3%

Distribution 118.2 110.5 6.9%

Regulated Suppy 8.4 9.3 -9.9%

Portugal 52.6 43.8 20.0%

Regulated Revenues (€ m) 195.3 180.0 8.5%

In Spain, regulated revenues grew 4.8% year-on-year, to EUR 142.8 
million, for the following reasons:

Regulated revenues from distribution grew 6.9% to EUR •	
118.2 million, reflecting the 4.3% increase in supply points to 
665,100 customers (+24,000 contracted customers) and the 
expansion of the network by 4.4%, to 5,161 km. The volume of 
distributed gas rose 2.7% in the period, and the demand for 
conventional gas on the Spanish market saw a 3.7% growth. 
Note that the year-on-year comparison is influenced positively 
by the acquisition of the remaining 50% of the capital of gas 
distributor Gasnalsa (fully consolidated since November 2006).

The regulated revenues of the transportation business •	
declined 1.3% to EUR 16.2 million, because the 2006 regulated 
revenues include a non-recurring positive impact related to 
the recognition in 2006 of Septentrional Gas as a primary gas 
network, with retroactive effect since 2004 (EUR 1.5 million). 
Note that not considering this non-recurring effect would see 
the regulated transmission revenues increasing 8.6%. The 
transport network grew 58 km to 307 km in 2007 (coming into 
operation of the Sória-Agreda pipeline, new investment in 
Santurtzi and Ziebana);

The regulated revenues from the supply business fell 9.9%, •	
to EUR 8.4 million. Note that the tariff system for regulated gas 
supply is supposed to end in June 2008. But this might not 
have much impact on Naturgas’s profit, since over 70% of the 
supply points are access customers. Furthermore Naturgas 

will be the last-resort supplier in the Basque country and 
Asturias, and it hopes to keep most of the regulated supply 
customers in the liberalised market.  

In Portugal, our regulated revenues increased 20.0%, to EUR 
52.6 million, reflecting the increase: i) of supply points by 10.0%, 
to 179,800 customers; ii) in the volume of gas distributed by 
11.4%; and iii) in the size of the network by 6.8%, to 2,987 km. 
Our strategy to increase penetration rates and efficiency ratios is 
yielding results, with a customer attraction rate higher than the 
previous year and a better customer/km ratio, from 58 to 60.

Supplies and services, personnel costs and costs with social 
benefits rose 3.5%, in line with the growth of the regulated gas 
business.

6.2. Gas – Liberalised Activity

The liberalised gas business consists of supplying liberalised 
gas in Spain. This business operates through the Naturgas/ 
HC Energía commercial platforms and the supply of gas to the 
wholesale market.  Gross operating Profit improved considerably, 
rising from EUR 20.9 million in 2006 to EUR 42.8 million in 2007

Supplying gas to liberalised customers is sustained by a 
long-term contract for 1 bcm/year with Trinidad & Tobago, over 
which EDP has a gas swap agreement with Gas Natural and by 
the agreement with ENI for 0.5 bcm/year. In addition, EDP has an 
agreement with Galp for 1.2 bcm/year to supply the 1,200 MW 
CCGT in Portugal and with Gas Natural, for 0.35 bcm/year to 
supply the 400 MW CCGT in Spain.
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Statement of Operating Profit 
– Liberalised Gas Activity in the Iberian Peninsula

EUR million 2007 2006 ∆ 07/06

Operating Revenues 718.2 808.4 -11.2%

Direct Activity Costs 649.7 769.5 -15.6%

Gross Profit 68.5 39.0 75.7%

Gross Profit/Revenues 9.5% 4.8% 4.7  pp

Supplies and services 14.4 9.6 50.4%

Personnel costs 2.6 2.4 7.7%

Costs with social benefits 0.1 0.1 17.8%

Other operating costs / (revenues) 7.6 6.1 25.4%

Operating Costs 24.7 18.1 36.3%

EBITDA 43.8 20.9 109.9%

EBITDA / Gross Profit 6.1% 2.6% 3.5  pp

Provisions 0.1 3.0 -98.0%

Depreciation and amortization 1.2 0.4 168.0%

Comp. of subsidised assets' depr. - - -

EBIT 42.6 17.5 143.6%

EBIT / Gross Profit 5.9% 2.2% 3.8  pp

In the first quarter of 2006 the costs of supplying gas increased 
sharply, because of a strong demand for gas from our liberalised 
customers, which led to exceptional, non-recurring, purchases 
of gas on the spot market, at high prices. This extraordinary cost 
had a negative impact of EUR 15 million on the 2006 first quarter 
accounts.

The amount of gas sold by EDP on the liberalised gas market 
increased 32.3% (sustained by the ENI contract to supply gas, 
which began to be delivered in the second half of 2007) year-
on-year. This increase is noteworthy seeing that the Spanish 
liberalised market grew 7.9%. Furthermore, the customer base 
grew from 248,200 in 2006 to 415,300 in 2007, explained by the 
success of Naturgas and HC Energía in their customer migration 
strategy vis-à-vis the regulated and liberalised markets (the end 
of the tariff system for regulated gas supply is expected in June 
2008) and by the launch of the integrated electricity and gas 
supply for small customers. This increase in the market share, 
in terms of both volume and customer numbers, reflects the 
competitive portfolio of gas supply, and the strong commercial 
capacity of the Naturgas/HC Energía platform.

At the end of October, EDP entered into a strategic partnership 
with Sonatrach that includes supplying up to 1.6 bcm per year of 
natural gas sourced in Algeria, under highly flexible long-term 
contracts suited to the demand profile of natural gas in Iberia. It is 
expected that this supply will start in the first half of 2008.

The partnership concerns the supply of an annual volume of 
natural gas that is sufficient for the operation of each CCGT in 
which Sonatrach has a minority holding representing 25% of the 
share capital of the operating companies. 

The CCGT projects embraced by the partnership are the Soto 4 
power station – which should be in industrial service by August 
2008 – located in Asturias; the Lares 1 power station – which 
could start industrial operations by July 2009 – located in Figueira 
da Foz, and Lares 2 – which should come into service by August 
2009.

The supply of natural gas by Sonatrach to EDP will include a 
maximum annual volume of 0.7 bcm, to enable the competitive 
expansion of EDP’s liberalised natural gas supply business in 
Iberia.

In the first quarter of 2007 EDP created EDP Gás to operate in the 
free market in Portugal. 
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7. BRAZIL

Energias do Brasil (62.7% held by EDP) made a positive 
contribution to the 2007 accounts from its generation and 
distribution businesses. The gross operating profit of Energias 
do Brasil in 2007 benefited from the value of the Brazilian real 
against the euro, with the average rate being BRL/EUR 2.66 in 
2007, compared with 2.73 in 2006.

Statement of Operating Profit 
– Energias do Brasil

R$ million 2007 2006 ∆ 07/06

Operating Revenues 4,931.9 4,713.9 4.6%

Direct Activity Costs 2,344.9 2,662.6 -11.9%

Gross Profit 2,587.0 2,051.3 26.1%

Gross Profit/Revenues 52.5% 43.5% 8.9  pp

Supplies and services 408.6 340.5 20.0%

Personnel costs and soc. benefits 316.2 346.9 -8.9%

Other operating costs/(revenues) 302.7 179.0 69.1%

Operating Costs 1,027.5 866.4 18.6%

EBITDA 1,559.5 1,184.8 31.6%

EBITDA/Revenues 31.6% 25.1% 6.5  pp

Provisions 43.3 19.4 123.5%

Depreciation and amortization 325.9 282.7 15.3%

Comp. of subsid. assets’ depreciat. (24.5) (24.2) -1.3%

EBIT 1,214.7 906.9 33.9%

EBIT/Revenues 24.6% 19.2% 5.4  pp

In 2007, the gross operating profit of Energias do Brasil rose 31.6% 
to BRL 1.56 billion. The gross operating profit from generation 
increased 62% compared with 2006, mostly thanks to increased 
installed capacity. The distribution side saw gross operating profit 
grow 20%, due to: i) growth in demand, ii) the recovery of 
regulatory assets accumulated in previous years, and the positive 
impact of the latest tariff readjustment for our distributors, and iii) 
lower costs of consumed electricity than those assumed by the 
regulator when establishing the tariff; which were partly offset iv) 
by reporting a reduction in the regulatory remuneration base for 
ANEEL (BRL 183.5 million – BRL 34.6 million reported in gross profit 
and BRL 148.9 million in other operating costs). Excluding other 
non-recurring effects, specifically tariff deviations, costs incurred 
by reducing employee numbers and the Enersul provision, 

standardised gross operating profit rose 9.0%, from BRL 1.181 
billion to BRL 1.287 billion. The gross operating profit for the supply 
business rose because of the greater amount of energy supplied 
and higher spot market prices.

Operating costs increased by 18.6%. Excluding non-recurring 
impacts, like costs incurred under the staff reduction programme 
and the provision for the revision of Enersul’s regulatory 
remuneration base, operating costs rose 4.8%. 

Supplies and services increased 20.0%, as a result: i) of higher a. 
costs for conserving and maintaining distribution networks, 
arising from increased load due to market expansion; and 
ii) of costs incurred with the implementation of operating 
efficiency programmes, computer services’ costs, call centres 
and customer service;

Personnel costs fell 8.9% with the implementation of the staff b. 
reduction programme, reflecting the loss of 141 workers, 
leading to a saving of BRL 42 million. Note that if the non-
recurring cost (BRL 52 million) from 2006 is excluded, 
personnel costs would have risen 7.1% due to higher average 
salaries.

Other operating costs rose, due: i) to the reporting of a c. 
non-recurring provision for Enersul associated with the likely 
reduction of the regulatory remuneration base by the regulator 
(BRL 148.9 million); and ii) to the increased provisions for 
doubtful debts in the distribution business (+ BRL 37 million). 
There was an increase in the provision for potential loss in 
the supply business (BRL 12 million), due to a dispute with the 
regulator regarding the terms of the Ampla supply.

7.1. Generation and Supply in Brazil

In December 2007, Energias do Brazil had an installed capacity 
of 1,044 MW. The strong growth in the amount generated is 
explained by the increase in installed capacity, the gradual 
coming into operation of the Peixe Angical in the second 
and third quarters of 2006 and the entry into operation of the 
4th turbine at Mascarenhas (50 MW). The strong growth of the 
gross profit included the input of BRL 123 million with the coming 
into operation of the Peixe Angical power station (452 MW) and 
BRL 44 million from Energest on the start-up of the fourth turbine 
in the Mascarenhas hydroelectric power station (50 MW) and the 
São João mini-hydroelectric power station, plus the rise in the 
average unit sales price.

In October 2007 Energias do Brasil and MPX Mineração e Energia, 
in a 50% partnership, contracted the long-term sale under 
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a PPA system of electricity generated by the future coal-fired 
power station at Pecém, at an auction promoted by the Brazilian 
regulatory authorities. The conditions of the agreement include 
the availability of an installed capacity of 615 MW from January 
2012 for a 15-year period and a gross profit of BRL 417.4 million 
per year (at 2007 prices, to be adjusted for inflation) with a 
pass-through of fuel costs. Under the turnkey contract already 
signed with the suppliers, the investment in this power station will 
rise to USD 1.3 billion. The project will be 75% financed through 
long-term debt and borrowings to be agreed with Brazil’s BNDES 
development bank and on the markets.

Gross Profit – Power Generation in Brazil

R$ million 2007 2006 ∆ 07/06

Lajeado 94.1 94.0 0.2%

Enerpeixe (27,65%) 268.4 145.1 85.0%

Energest (13 Hydro plants) 153.4 108.8 41.1%

Total 516 348 48%

In relation to the new hydroelectric capacity, the installation 
licence to start construction of the Santa Fé mini-hydroelectric 
power station was issued at the start of October 2007. 
The Santa Fé mini-hydroelectric power station (PCH) will have 
an installed capacity of 29 MW (16 MW guaranteed energy) and 
it should come into operation in July 2009. The total investment 
estimated for constructing the Santa Fé mini-hydroelectric power 
station is BRL 135 million.

In addition, ANEEL ratified the 17.5 MW repowering of the 
Mascarenhas hydroelectric power station. The extra capacity 
should be fully operational in 2009. Still undergoing the ratification 
process is the repowering of the Suíça hydroelectric power 
station, which should add 2.3 MW to its installed capacity in 
2009. The guaranteed power from the Mascarenhas and Suíça 
repowering projects (average of 11.7 MW) have been contracted 
on the free market at BRL 130.00/MWh.

Meanwhile, Energias do Brasil is studying the feasibility of new 
hydroelectric power stations. The studies include 12 power 
stations that have a total of around 1,022 MW of installed capacity. 
In addition, Energias do Brasil is embarking on 24 new feasibility 
studies for mini-hydroelectric power stations, totalling 538 MW, 

Statement of Operating Profit by Business Area 
- Energias do Brasil

Distribution Generation Supply

R$ million 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06

Operating Revenues 4,335.1 4,298.7 0.8% 582.0 457.5 27.2% 618.0 494.7 24.9%

Direct Activity Costs 2,335.9 2,649.7 -11.8% 66.0 109.7 -39.8% 544.4 437.8 24.4%

Gross Profit 1,999.2 1,649.0 21.2% 516.0 347.8 48.3% 73.6 56.9 29.2%

Gross Profit/Revenues 46.1% 38.4% 7.8 pp 88.7% 76.0% 12.6  pp 11.9% 11.5% 0.4 pp

Supplies and services 353.7 284.6 24.3% 30.8 36.5 -15.5% 5.5 6.8 -18.9%

Personnel costs and soc. benefits 259.1 303.2 -14.5% 26.5 15.5 71.5% 7.7 5.5 39.8%

Other operating costs/(revenues) 276.3 137.7 100.6% 12.1 19.7 -38.6% 13.4 41.1 -

Operating Costs 889.1 725.5 22.5% 69.4 71.6 -3.1% 26.5 53.4 -50.3%

EBITDA 1,110.1 923.4 20.2% 446.5 276.2 61.7% 47.0 3.6 1,224.3%

EBITDA/Revenues 25.6% 21.5% 4.1 pp 76.7% 60.4% 16.4 pp 7.6% 0.7% 6.9 pp

Provisions 43.4 19.3 124.5% -0.1 0.0 - - - -

Depreciation and amortization 228.8 228.6 0.1% 81.7 41.7 96.0% 0.3 0.3 -4.1%

Comp. of subsid. assets’ depreciat. (24.5) (24.2) -1.3% - - - - - -

EBIT 862.3 699.6 23.3% 364.9 234.5 55.6% 46.7 3.2 1344.1%

EBIT/Revenues 19.9% 16.3% 3,6 pp 62.7% 51.2% 11.5 pp 7.6% 0.7% 6.9 pp
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Gross Profit – Distribution in Brazil

R$ million 2007 2006 ∆ 07/06

IFRS Gross Profit 1,999 1,649 21.2%

Rationing Losses and Parcela A (102) (149) 31.1%

Adjustments of Tariff Revisions (174) (81) -114.6%

Tariff dev. in recuperation (236) (111) -111.7%

Tariff dev. to be recovered (6) 200 -

Others 6 76 -92.2%

Brazilian GAAP Margem Gross Profit 1,487 1,584 -6.1%

Regulatory Receivables 149 673 -77.8%

The 2007 gross profit for distribution was influenced by:

A sustained growth of the gross profit for the distribution a. 
business: The amount of electricity distributed by Energias 
do Brasil grew 4.5% compared with the previous year, 
underpinned by a 3.0% rise in the number of customers and 
reflecting the strong economic growth in the regions of Escelsa 
and Enersul;

A favourable tariff scheme:  The gross profit for distribution in b. 
2007 includes a BRL 6 million favourable tariff deviation, owing 
to energy purchases below the price set by the regulator 
computing the tariff. Note that, in 2006, the gross profit for 

in the states of Goiás, Minas Gerais, Espírito Santo and Mato 
Grosso do Sul (6 of these projects, totalling 116 MW, have already 
been submitted to the regulator).

The amount of electricity sold to liberalised customers increased 
by 7.2%, reflecting the effort made by Enertrade to attract 
customers of the distribution subsidiaries of Energias do Brasil, 
which are changing from the regulated to the free market, thereby 
guaranteeing the company’s customer base and increasing 
demand on the liberalised market (+50% customers).

The rise in volumes sold together with the improved unit profit 
and an increase in the spot market price (average rise of 21%) 
suggest a gross profit increase for Enertrade of 29.2%, resulting 
from the ending of some self-dealing agreements (regulatory 
change forbidding transactions in electricity between companies 
in the same business group) which were not fully offset by new 
contracts with final customers.

7.2. Distribution in Brazil

The gross profit of Energias do Brazil’s distributors in 2007 was 
21.7% higher, resulting from: i) a 4.5% increase in the volume 
distributed, compared with 2006; ii) recovery of regulatory assets 
accumulated in previous years through tariffs; and ii) lower 
costs of consumed electricity compared with those taken when 
computing the tariffs, with this gain being returned under the next 
tariff revisions. On a standardised basis, the gross profit fell 6% 
year-on-year.

Gross Margin 
– Distribution in Brazil per Subsidiary 

Bandeirante Escelsa Enersul

R$ million 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06 2007 2006 ∆ 07/06

IFRS Gross Profit 914 688 32.9% 582 481 20.9% 504 480 4.9%

Rationing Losses and Parcela A (29) (70) 58.9% (49) (43) -14.3% (25) (36) 31.0%

Adjustments of Tariff Revisions (18) 76 - - - - (156) (157) 0.3%

Tariff dev. in recuperation (127) (52) -144.9% (81) (40) -100.5% (28) (19) -46.0%

Tariff dev. to be recovered (26) 75 - 27 101 -73.6% (7) 23 -

Others 24 (4) - 24 (2) - (42) 82 -

Brazilian GAAP Margem Gross Profit 739 713 3.6% 502 498 0.9% 246 373 -34.1%

Regulatory Receivables 55 224 -75.4% 165 229 -27.8% -71 220 -
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distribution posted a negative tariff deviation of BRL 200 
million. This non-recurring effect on the gross profit will be 
returned to the system through the tariff setting in the next 
tariff readjustment exercises;

The recovery through tariffs of regulatory assets accumulated c. 
in the past: In 2007, our distribution business recovered 
regulatory assets through tariffs in the sum of BRL 236 
million. These amounts were owed by the system and had 
a negative impact on the company’s gross profit in the past. 
In December 2007, the distribution business had a total of BRL 
148 million in regulatory assets which should be recovered in 
the forthcoming quarters, and so it is hoped that Energias do 
Brasil will continue to have a positive input to this component.  
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The following notes form an integral part of these Financial Statements

Consolidated Income Statement 
for the years ended 31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Consolidated Balance sheet as at 31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Consolidated statement of Recognised Income and Expense for the years ended 
31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Statement of Changes in Consolidated Equity for the years ended 
31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Consolidated and Non-consolidated Cash Flow Statements for the years ended 
31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Company Income Statement for the years ended 
31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Company Balance Sheet as at 31 December 2007 and 2006
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The following notes form an integral part of these Financial Statements

Statement of Changes in Company’s Equity for the years ended 
31 December 2007 and 2006
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of financial information presented

EDP - Energias de Portugal, S.A. 
António Luís Guerra Nunes Mexia 
President 
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law 
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position of 
EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.

Lisbon March 6, 2008
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EDP - Energias de Portugal, S.A.
Ana Maria Machado Fernandes
Board Member
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law       
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position of 
EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face. 

Lisbon March 6, 2008 
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EDP - Energias de Portugal, S.A.
Nuno Maria Pestana de Almeida Alves
Board Member
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law       
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position 
of EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.

Lisbon March 6, 2008 



135

EDP - Energias de Portugal, S.A.
Jorge Manuel Pragana da Cruz Morais 
Board Member
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law       
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position 
of EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.
  
Lisbon March 6, 2008
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EDP - Energias de Portugal, S.A.
João Manuel Manso Neto
Board Member
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law  
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position 
of EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.  

Lisbon March 6, 2008 
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EDP - Energias de Portugal, S.A.
António Manuel Barreto Pita de Abreu
Board Member
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position 
of EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.  

Lisbon March 6, 2008



FINANCIAL
REPORT

138

ANNUAL REPORT 2007

Statement by those responsible on compliance  
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EDP - Energias de Portugal, S.A.
António Fernando Melo Martins da Costa
Board Member
Executive Board of Directors

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law       
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position 
of EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.  

Lisbon March 6, 2008 
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EDP - Energias de Portugal, S.A.
Miguel Tiago Perestrello Câmara Ribeiro Ferreira
Senior Accounting Officer
Corporate Centre

DECLARATION

To my best knowledge, the information referred in article 245º, nº. 1 a) of Decree-Law       
nº. 357-A/2007, of October 31, 2007, was prepared in accordance with the applicable 
accounting standards, presenting fairly, in all material respects, the position of the assets, 
liabilities, financial position and results of EDP - Energias de Portugal, S.A. and subsidiaries 
included in the consolidation perimeter, and that the Management Financial Analysis 
clearly discloses the evolution of the businesses, of the performance and of the position 
of EDP - Energias de Portugal, S.A. and subsidiaries which are included in the consolidation 
perimeter, containing a description of the major risks and uncertainties that they face.  

Lisbon March 6, 2008 
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