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I . 1 .  EDP  V IS ION,  COMMITMENTS AND 
VALUES   

 

V IS ION 

An integrated energy company, a leader in value 

creation in the markets where we can make a 

difference. 

 

COMMITMENTS  

Costumers: 

• We put the customer first whenever we make a 

decision. 

• We endeavour to anticipate the needs of our 

customers and fully meet them with our service. 

• We know how to listen to our customers and 

never let their queries go unanswered, 

communicating with clarity and simplicity. 

We provide the best and most innovative solutions on 

the market. 

People: 

• Our people and our teams are our main 

competitive advantage. 

• We work enthusiastically and energetically to 

move the world. 

• We attract, develop and reward our best 

employees through a merit-based system. 

•  

• We delegate responsibilities and provide 

autonomy whilst demanding ethics, integrity and 

professionalism. 

Life and the environment: 

• We recognize the social responsibilities which 

result from a company of our size. We want to 

help build a fairer society. 

• We have a passion for living and a deep respect 

for nature. 

• Our world is facing intense climatic challenges. 

We want to help restore the environmental 

balance and ensure its sustainability. 

• We help our customers make rational use of 

energy as a way of assisting them and improving 

the environment.  

Results: 

• We respect the trust that our shareholders and 

investors place in us and we reward them with 

our results. 

• We always seek to improve our performance and 

achieve excellence, working in partnership with 

our providers. 

• We lead the energy markets in which we operate 

with top-level results in customer satisfaction, 

operational performance and efficiency indicators. 

• We always seek success in everything that we 

do. 

 

EDP VALUES  –  EDP WAY 

Efficient and Excellent 

Natural and Sustainable 

Enthusiastic and All-encompassing 

Responsible and Trustworthy 

Global and Fair 

Innovative and Enterprising 

Ambitious and Receptive 
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I I .  F INANCIAL  &  OPERAT IONAL  H IGHL IGHTS

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Financial Indicators
EUR Thousand 1H 2008 1H 2007 Var. %

EDP Group Consolidated
Turnover 6.720.210 5.627.454 19,4%
Gross Operating Profit 1.584.535 1.352.565 17,2%
Operating Profit 973.385 827.502 17,6%
Net Profit 703.001 422.072 66,6%
Operating Cash-Flow 971.589 984.522 -1,3%

Net Operating Investment 1.345.124 554.385 142,6%
Financial Investment 93.275 52.483 77,7%
Net Assets 33.184.281 26.053.292 27,4%
Equity 8.492.621 6.898.622 23,1%
Financial Liabilities 13.395.462 10.064.727 33,1%
Return on Equity 11,1% 7,2% 3,9 p.p.
Return on Assets 2,2% 1,6% 0,5 p.p.
Financial Liabilities / Equity 157,7% 145,9% 11,8 p.p.
Net Assets / Liabilities 134,4% 136,0% -1,6 p.p.
Earnings per Share (EPS) 0,19 0,12 66,6%
Dividend Yield 4,2% 3,1% 1,2 p.p.
Market Capitalization 12.121.423 14.955.239 -18,9%

Electricity Generation - Iberian Peninsula (excluding Renewables)
Turnover 1.889.356 1.256.410 50,4%
Gross Operating Profit 600.134 576.716 4,1%
Operating Profit 414.705 394.390 5,2%
Net Profit 314.667 294.398 6,9%
Operating Investment 319.916 151.635 111,0%

Electricity Distribution - Iberian Peninsula
Turnover 3.017.578 2.603.217 15,9%
Gross Operating Profit 354.109 309.965 14,2%
Operating Profit 215.284 163.122 32,0%
Net Profit 126.817 103.111 23,0%
Operating Investment 106.083 104.081 1,9%

Electricity Supply - Iberian Peninsula
Turnover 593.239 542.667 9,3%
Gross Operating Profit 15.533 9.093 70,8%
Operating Profit 7.265 8.430 -13,8%
Net Profit 2.908 8.238 -64,7%
Operating Investment 1.315 248 431,0%

Gas - Iberian Peninsula
Turnover 604.028 717.767 -15,8%
Gross Operating Profit 112.289 99.391 13,0%
Operating Profit 88.685 78.712 12,7%
Net Profit 54.593 51.980 5,0%
Operating Investment 26.733 23.924 11,7%

Renewables
Turnover 258.466 128.493 101,2%
Gross Operating Profit 226.744 92.909 144,0%
Operating Profit 132.652 46.813 183,4%
Net Profit 49.570 4.099 1109,3%
Operating Investment 760.120 192.214 295,5%

Energias do Brasil
Turnover 939.132 923.068 1,7%
Gross Operating Profit 297.673 323.037 -7,9%
Operating Profit 180.776 264.267 -31,6%
Net Profit 66.704 140.246 -52,4%
Operating Investment 129.574 79.705 62,6%

Note: For operting investment, 100% of the amounts is considered (net of co-payments).
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Operational Indicators
1H 2008 1H 2007 Var. %

Number of Employees 13.049 13.259 -1,6%
Electricity Business (excluding Brazil) 7.491 7.497 -0,1%

Electricity Generation (excluding Renewables) 2.337 2.267 3,1%
Electricity Distribution 4.439 4.792 -7,4%
Electricity Supply 169 173 -2,3%
Renewables 546 265 106,0%

Gas Business 408 437 -6,6%
Electricity Business in Brazil 2.973 3.128 -5,0%

Generation 230 238 -3,4%
Distribution 2.729 2.876 -5,1%
Supply 14 14 0,0%

Support Services 1.601 1.669 -4,1%
Others 576 528 9,1%

Electricity Generation - Iberian Peninsula (excluding Renewables)
Maximum Capacity (MW) 11.978 11.389 5,2%

Portugal 9.003 8.770 2,7%
Spain 2.975 2.619 13,6%

Net electricity generation (GWh) 17.099 21.036 -18,7%
Portugal 11.031 13.593 -18,8%
Spain 6.069 7.444 -18,5%

Renewables
Maximum Capacity (MW) 3.240 1.361 138,0%

Portugal 517 332 55,5%
Spain 1.280 954 34,2%
Rest of Europe 122 75 62,8%
USA 1.321 0 -

Net electricity generation (GWh) 3.961 1.404 182,1%
Portugal 509 359 41,7%
Spain 1.324 1.008 31,4%
Rest of Europe 124 36 240,4%
USA 2.003 0 -

Electricity Distribution - Iberian Peninsula
Number of Customers 6.519.021 6.625.132 -1,6%

Portugal 5.896.252 6.015.505 -2,0%
Spain 622.769 609.627 2,2%

Electricity Sales (GWh) 29.899 29.528 1,3%
Portugal 24.988 24.701 1,2%
Spain 4.911 4.827 1,7%

Electricity Supply - Iberian Peninsula
Number of Customers 240.176 121.313 98,0%

Portugal 170.218 72.771 133,9%
Spain 69.958 48.542 44,1%

Electricity Sales (GWh) 6.197 6.147 0,8%
Portugal 572 1.242 -53,9%
Spain 5.625 4.905 14,7%

Gas  Business
Gas Distribution - Portugal

Number of Customers 188.001 169.311 11,0%
Gas sales (GWh) 1.412 1.369 3,2%

Gas Distribution - Spain
Points of distribution 674.997 661.055 2,1%
Gas sales (GWh) 11.775 11.328 3,9%

Gas Supply - Spain
Number of Customers 495.913 322.495 53,8%
Gas sales (GWh) 12.743 8.564 48,8%

Electricity Business in Brazil
Maximum Capacity (MW) 1.044 1.043 0,0%
Electricity Sales (GWh)

Generation 2.966 2.655 11,7%
Distribution 12.731 12.411 2,6%
Supply 3.579 3.612 -0,9%

Number of Customers 3.284.167 3.123.461 5,1%

Note: 100% of the amounts for all the companies are considered, regardless of the EDP Group's 
shareholding. The number of employees includes corporate bodies.
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I I I .  MAIN EVENTS  OF  THE  1 S T  SEMESTER 2008  

 

02-JAN HORIZON CLOSES A USD 600  
MILLION TR ANS ACTION WITH 
INSTITUTIONAL EQUITY INVESTORS:  
Horizon Wind Energy LLC (“Horizon”), a subsidiary of 

EDP – Energias de Portugal S.A. (“EDP”), agreed, on 

31st December 2007 to a transaction with a consortium 

of institutional equity investors for the participation in a 

portfolio of four wind farm projects entering into 

operation between 2007 and early 2008 with a net 

installed capacity of 600MW. In this transaction the 

consortium will invest a total of USD 600 million of 

which USD 340 million was funded in 2007 and the 

remainder will be invested in. 

18-FEB EDP ACQUIRES 1 ,050 MW OF 
E ARLY ST AGE WIND PROJECTS IN THE 
USA:  Horizon Wind Energy acquired from Hydra 

Energy, LLC ("Hydra"), a portfolio of six early stage 

projects in an aggregate of 1,050 MW of wind capacity, 

located in the States of Illinois, Indiana and Ohio, USA, 

within the PJM and MISO transmission systems. 

26 -FEB  EDP EXERCISE PUT OPTION 
OVER 40% OF EDINFOR:  has notified 

LogicaCMG Corporate Holdings Limited (“LogicaCMG”) 

that it wishes to exercise its put option over 40% of 

Edinfor – Sistema Informáticos, S.A. share capital. The 

price specified represents the minimum pre-agreed 

price (€55 million) and is subject to the conditions and 

obligations of the 2005 Shareholders’ Agreement 

between EDP and LogicaCMG. 

31-MAR EDP TR ANSFERS THE RIGHT TO 
RECEIVE THE PORTUGUESE TARIFF 
DEFICIT  RELATED TO 2006  AND 2007:  EDP 

Serviço Universal, S.A. transferred today to Millennium 

BCP and Caixa Geral de Depósitos, without recourse, 

the current amount of the tariff deficit related to 2006 

and 2007 years still pending to be received by EDP SU 

(176 million euros) for a price of 177 million euros  

01- APR CONSTRUCTION AND OPER ATION 
OF FOZ TU A HYDRO PLANT AW ARDED TO 
EDP:  Today, the Portuguese government awarded to 

EDP – Gestão de Produção de Energia, S.A. (“EDP 

Produção”), the concession for the use of the hydro 

resource of the Foz Tua Hydro Plant for a period of 75 

years after its entry into operation, the installed capacity 

is around 324 MW. In accordance with the tender 

conditions, EDP paid to the Portuguese Water Institute 

an amount of 53.1 million euros and the estimated 

investment is 340 million euros, these values being 

dependent on the final maximum reservoir level to be 

set. 

08- APR EDP ACQUIRES WIND ASSETS 
FROM EOLE 76  GROUP IN  FRANCE:  EDP 

Renováveis through NEO, companies 100% held by 

EDP Group, acquired in France from EOLE 76 and 

Eurocape: (i) 3 wind farms in operation in the Normandy 

region, with a gross installed capacity of 35 MW and an 

average load factor of 27%; and (ii) several wind farm 

projects under development, mostly located in the 

Normandy and Rhônes-Alpes regions, with an expected 

average load factor of 28%,representing a total capacity 

of 560 MW. The payment will correspond to €51.3 

million (including €8.5 million of shareholders’ loans), 

and EDP Renováveis will assume an additional €43.3 

million of project finance financial debt.  

09- APR EDP AND IP IC  AGREE A 
FR AMEWORK FOR A MUTUAL CO-
OPERATION:  has agreed with IPIC (International 

Petroleum Investment Company, a company wholly 

owned by the government of Abu Dhabi), to enter into a 

memorandum of understanding in relation to the 

development of a potential cooperation in the electricity 

and gas. This co-operation as a non-exclusive nature. 

09- APR IP IC  NOTIF IES EDP OF A 2 % 
OWNERSHIP IN EDP’S SHARE C APIT AL:  

International Petroleum Investment Company (“IPIC”) 

notified EDP that, on the 8th of April 2008, it became to 

hold 73,130,755 ordinary shares of EDP, which 

represents 2% of EDP share capital and 2% of the 

voting rights. 

11- APR ANEEL APPROVES THE 2007 
T ARIFF RESET FOR ENERSUL: . The Brazilian 

electricity regulator, ANEEL, approved a -7.18% tariff 

reset index for Enersul, for the period from April 8th 

2008 to April 7th 2009. ANEEL decided that Enersul 

must do a compensation for the reduction of the 

Regulatory Asset Base (RAB) of 2003 in 36 months 
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time. This compensation will be rewarded by the Selic 

rate. 

11- APR GENERAL ASSEMBLY OF 
SHAREHOLDERS OF EDP:  Approval of the 

individual and consolidated documents of the year 

2007, election of Cajastur Inversiones SA, Mr. Jorge 

Carlos Ramalho dos Santos Ferreira, Mr Fernando 

Manuel Barbosa Faria de Oliveira and Mr Khalifa Al 

Romaithi to members of the General and Oversight 

Board and amendment of articles of the company’s 

contract. 

11- APR PORTGÁS EXECUTES 
CONCESSION AGREEMENT FOR 
REGION AL D ISTRIBUTION OF G AS IN  THE 
NORTHERN ARE A OF PORTUG AL:  Portgás 

which holds the gas distribution concession for the 

northern Portugal region executed with the Portuguese 

State a new concession agreement for the regional 

distribution of natural gas. With this new concession, 

with a 40 years duration, starting in January 1st 2008, it 

is ensured the remuneration of the distribution activity 

and the periodical valuation of the respective assets, 

according to terms and conditions to be established by 

ERSE, as well as in relation to the regulated supply 

activity, a margin of supply that allows, according to the 

terms of the applicable legislation and regulation, the 

economic and financial balance of such activity, under 

conditions of an efficient management.  

29 - APR EDP S IGNED CREDIT  FACIL ITY 
FOR €925 ,000 ,000:  EDP signed a five year 

revolving credit facility in the amount of EUR 

925,000,000. The facility is intended for general 

corporate purposes and to refinance short term debt 

and is in line with the Group’s financial policy of 

extending the average term of its debt portfolio and 

reinforcing its financial flexibility. For the current rating 

level the facility bears an interest rate of Euribor plus 45 

basis points, which will be increased by 10 basis points 

if utilization exceeds 50% of the facility amount and 

front-end fees between 25 and 35 basis points 

depending on participation amounts. 

6-M AY EDP SELLS ITS  STAKES IN 
TURBOGÁS AND PORTUGEN:  EDP signed 

with International Power Portugal Holdings SGPS, SA a 

sale and purchase agreement for the sale of its 40% 

stake in the share capital of Turbogás Produtora 

Energética, SA (“Turbogás”) and its 27% stake in the 

share capital of Portugen – Energia, SA (“Portugen”). 

The price for 40% of equity of Turbogás and 27% of 

equity of Portugen was €140 million. 

08 -MAY DIV IDENDS PAYMENT:  Payment of 

gross dividend per share amounting to 0125 euro per 

share (year 2007). 

14-MAY EDP CONTR ACTS TO PURCH ASE 
FROM ACCION A UP TO 782  MW OF WIND 
TURBINES TO BE DELIVERED IN 2009-
2011:  EDP Renováveis, contracted the procurement 

of wind turbines from Acciona Windpower under the 

following terms: Supply, installation, commissioning and 

operation and maintenance of wind turbine units with 

1.5MW capacity representing a total installed capacity 

of 382.5 MW to be delivered in 2009-2011; -Call option 

on 1.5 MW and 3 MW wind turbine units representing a 

total installed capacity of 400 MW to be delivered in 

2009-2011. 

25 -MAY ERSE WITHDR AW ALLOWED 
REVENUES ASSOCI ATED TO METERS IN 
ELECTRICITY DISTRIBUTION:  The 

Portuguese regulator (“ERSE”) announced the revision 

of the Portuguese electricity sector regulation in order to 

reflect change imposed by law nº 12/2008, on February 

26th, and approved by Portuguese Parliament. This law 

determines the prohibition to collect any kind of 

payment regarding hire, amortization or periodic 

inspections of meters and that the invoice should have 

a monthly periodicity. Following these changes, in the 

next tariff revision and with retroactive effects from the 

date of entrance of the law nº 12/2008 (May 26th, 

2008), the regulated asset base related to the meters 

(€111 million) will be withdraw from allowed revenues 

calculation in the electricity distribution activity. 

02 -JUN EDP RENOVÁVEIS SETS 
SUBSCRIPTION PRICE FOR ITS IPO 
SHARES AT  8  EUROS PER SHARE:  EDP 

Renováveis, S.A. settled the final subscription price for 

the Combined Offer of its shares launched on May 15 

(which namely includes a Public Subscription Offer in 

Portugal and a sale to institutional investors in Portugal 

and abroad) at € 8.00 (eight euros) per share. The total 

gross amount of the Combined Offer is of 1,568 million 

euros (excluding greenshoe). 
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09-JUN EDP AND SON ATR ACH SIGN A 
MEMORANDUM OF UNDERSTANDING FOR 
A POTENTIAL P ARTNERSHIP IN LATIN  
AMERIC A:  EDP and Sonatrach, signed a 

memorandum of understanding regarding the potential 

extension to countries in Latin America of their non-

exclusive strategic partnership established in April 

2007, in respect of electricity generation and natural 

gas in Iberia. 

19 -JUN ENERGI AS DO BR ASIL  AND 
GRUPO REDE AGREE TO AN ASSET 
EXCHANGE WHICH REINFORCES EDP 
GROUP'S POSIT ION IN  POWER 
GENERATION IN  BR AZIL:  Energias do Brasil 

executed a share exchange agreement with Grupo 

Rede that sets out the terms and conditions to enable 

an asset swap which object consists in a swap, on one 

hand, of Enersul’s  and, on the other hand, of the 

company shareholdings owned on Rede Lajeado 

Energia S.A. (“Rede Lajeado”) and Investco S.A. 

(“Investco”) by Rede Energia. This will assure a 

managing control position by Energias do Brasil in 

Investco, the company that holds Lajeado Hydro plant 

in Tocantins. This plant has a total installed capacity of 

902.5 MW  This operation’s closing will be subject to 

approval by the Brazilian energy sector regulator, 

ANEEL, and to other contractual and governance 

procedures as result of the handover of the 

management control of the companies involved in the 

agreement. 

19 -JUN COMPETIT ION AUTHORITY 
AUTHORISES OPERATION OF ALQUEVA 
AND ACQUIS IT ION OF MINI -HYDROS BY 
EDP:  The Portuguese Competition Authority notified 

EDP of the Draft Decision of non-opposition to the 

following two operations that were previously notified to 

the Authority: Operation and management of the 

hydroelectric power plants of Alqueva and Pedrogão, 

for a period of 35 years; acquisition of 80% of Pebble 

Hydro, Lda and H. Janeiro de Baixo, Lda, as part of the 

deal reached by EDP and Banco Espírito Santo de 

Investimento with Babcock & Brown. The draft 

decisions referred here-above are subject to a number 

of undertakings, such as EDP’s commitment to 

temporarily assign, for a period of 5 years, the right to 

operate and manage the hydroelectric facility of 

Aguieira-Raiva (with an installed capacity of 360 MW), 

to an operator to be selected in the upcoming months. 

In exchange for the rights’ assignment, EDP will receive 

an appropriate rent, whilst revenues and costs related 

to the operation will be supported by the chosen 

operator. Thus, financial neutrality of this operation from 

EDP group stand point will be secured under the terms 

of CMECs regime. 

RECENT DEVELOPMENTS 

03-JUL STAND ARD & POOR REVISED 
OUTLOOK ON EDP FROM NEG ATIVE TO 
ST ABLE:  Standard & Poor's Ratings Services 

(“S&P”) revised its outlook on EDP - Energias de 

Portugal, S.A. (“EDP”) to stable from negative reflecting 

the improvement in EDP’s financial profile following the 

partial IPO of its renewable arm, which generated 

proceeds of €1.56bn, which shall be used to reduce 

debt and fund this business’ capital expenditures. At the 

same time, Standard & Poor's affirmed its 'A-/A-2' long 

and short-term corporate credit ratings on EDP 

17-JUL CONSTRUCTION OF FRIDÃO AND 
ALVITO HYDRO PLANTS IN PORTUG AL 
AW ARDED TO EDP:  EDP won the auction for the 

concession to build the Fridão (256 MW) and Alvito 

(136MW) hydro plants and operate them for a period of 

65. EDP’s proposal amounted €161.7 million plus the 

€70 million  minimum value established in the terms of 

the tender, which should be paid by EDP in 2008. The 

investment in the two plants should amount to €510 

million and the plants are expected to enter in operation 

in 2016. 
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IV .  EDP  GROUP BUS INESS  

 

IV .1 .  EDP  GROUP 

In the first six months of 2008, the EDP Group net 

profit reached EUR 703.0 million, compared with EUR 

422.1 million in the same period in 2007. 

Net profit of EUR 703 million in first half of 2008 was 

boosted by capital gains worth EUR 481 million (in first 

half of 2008), including: (1) EUR 405 million resulting 

from the dilution of EDP’s stake in EDP Renováveis, 

(2) EUR 49 million gain booked on the sale of stakes 

in Turbogás (40%) and Portugen (27%). On the other 

hand, net profit was penalized by a EUR 67 million 

impairment loss due to overall impact of discontinued 

operations of Enersul booked as a result of regulatory 

economic imports and by EUR 8.4 million as a result of 

the asset swap between Enersul and shareholding 

control of Lajeado hydro plant. Net profit adjusted for 

these issues, including BCP and Sonaecom 

impairments, rose by 12%, to EUR 473 million. 

Income Statement – EDP Grup 

Consolidated Income Statement (EUR milllion)

Electricity Sales
Gas Sales
Other Sales
Services Provided

Operating Revenues

Electricity
Gas
Fuel
Materials and goods for resale

Direct Activity Costs

Gross Profit
Gross Profit/Revenues

Supplies and services
Personnel costs
Costs with social benefits
Concession fees
Other operating costs (or revenues)

Operating costs

EBITDA
EBITDA/Revenues

Provisions for risks and contingencies
Depreciation and amortisation
Comp.of subsidised assets' depreciation

EBIT
EBIT/Revenues

Capital gains/(losses)
Financial income/(expense)
Income/(losses) from group and associated companies

Pre-tax profit

Income taxes
Discontinued Activities

Profit for the period
Equity holders of EDP
Minority interests

703.0
66.9 69.5

17.5

769.9 491.5
66.6%

184.1
-

176.7

668.2962.4

422.1

(8.5)

42.3

(54.4)

17.6%

648.1
-4.2%

534.9
(52.2)

21.2%

973.4

19.0
-190.6%

827.5
14.7%14.5%

5.6481.5
(176.0)(511.4)

606.7

-3.8 pp

355.2

2,262.6

57.9
298.4
324.2

-

70.7%

4.2%

-58.7%

8535.8%

-0.2 pp

44.0%

3,257.3 2,341.4 39.1%

36.4%

29.7%

4,275.2 3,364.8

2,445.0 8.1%

62.9

-32.7%

6,720.2

385.7

25.5 37.8

-15.7%

-25.5%

19.4%

467.8

25.1%
680.3

∆ 08/07

-13.2%

1H08 1H07

25.7

6,041.4
590.3

4,831.2

53.7

5,627.5

40.2%

517.8

27.1%

74.6
41.4 -38.0%

301.5

109.3

910.1

1,584.5

28.3

11.1

-0.5 pp

7.5%117.6

24.0%23.6%
1,352.6

860.5
124.3 -77.2%

17.2%

1.0%
9.6%

7.7%

-5.4%

56.6%

-3.7%  

Overall, EDP reported a consolidated EBITDA of EUR 

1,585 million in first half of 2008, up 17.2% Year on 

year. Excluding impacts from acquisitions (Horizon in 

July 2007) pro-forma EBITDA increased by 10.2%. 

 

 

EBITDA – EDP Group  

EBITDA (EUR million)

IBERIAN MARKET *

Generation & Supply

Wind 

Distribution

Gas

Brazil

Other & Adjustments

Consolidated

* Including "Other & Adjustments" in the Iberian Market and 
excluding Horizon (USA) and Neo's business activity in France

5.1%615.7

1H08 1H07 % ∆ 

1,204.7 1,029.5 17.0%

226.7 92.6

354.1 310.0

585.8

144.9%

14.2%

112.3

62.3%

323.0

99.4

297.7

13.0%

(58.2)

-7.9%

1,352.6 17.2%1,584.5

(21.9)

 

The integrated EBITDA for the generation and supply 

businesses in Iberia rose by 5.1% (+EUR 30 million) 

Year on year, to  EUR 616 million in first half of 2008. 

EBITDA from long term contracted generation 

(PPAs/CMECs and special regime) was 13% (EUR 52 

million) higher year on year, benefiting from an 

increase in contracted margin of Sines plant (EUR 9.5 

million starting this half), following desox investments 

in this facility and costs of coal consumed below the 

international indexes (EUR 24 million). In turn, EBITDA 

from liberalized generation declined by 4% year on 

year, caused by a 10% Year on year decline in gross 

margin. In Spain, gross profit from generation 

decreased by 30% year on year, penalized by the 

outage for large maintenance works of our Soto 3 

plant in the first quarter of 2008 and by the strong 

increase of coal marginal generation cost, together 

with the decline of Spanish pool prices, in the second 

quarter of 2008. In Portugal, gross profit from 

liberalized generation grew by 62%, to EUR 76 million, 

fuelled by higher load factors of Ribatejo CCGT (74% 

versus 50% in first six months of 2007) and average 

selling price in the pool EUR 5.6/MWh higher than in 

Spain, at EUR 67/MWh. In the supply business, 

performance was mixed: in Spain volumes grew by 

15% year on year on average selling prices to clients 

in line with the average Spanish pool; in Portugal, the 

low EUR 51/MWh generation price assumed by the 

regulator in 2008 retail tariffs is limiting volume 

supplied to a few segments of residential consumers in 

which market prices are still competitive versus tariffs. 

10



 

   

The contribution from wind power generation to 

consolidated EBITDA increased by 145% year on year 

to EUR 226 million in first half of 2008. EBITDA from 

EDP Renováveis' wind farms activity in Europe 

increased by 63% year on year, to EUR 151 million, 

boosted by: (1) capacity additions (+558MW, +41% 

year on year based on period end), (2) higher average 

tariffs (+15% year on year) propelled by higher pool 

prices in Spain, and (3) continuing high load factors. 

Load factors in the first half of 2008 confirm EDP 

Renováveis’s first class assets: 27.6% in Spain, 28.8% 

in Portugal and 25.9% in France. Even so, it is 

noteworthy that load factors in the second quarter of 

2008 were penalized by poor wind conditions 

particularly in May/June and in Spain and France. The 

group’s US subsidiary, Horizon, which started being 

fully consolidated in Jul-07, booked an EBITDA of 

EUR 76m (USD 116 million) in first half of 2008. Gross 

profit adjusted for revenues from production tax credits 

(PTC) and other revenues related to Horizon’s 

institutional partnerships, reached EUR 95.2 million, 

on load factor of 37.8%. Adjusted for these revenues 

related to institutional partnerships, operational costs 

stood at EUR 22 million, or EUR 10.9/MWh (USD 

16.8/MWh). In first half of 2008, EDP Renováveis 

increased its installed portfolio by 206MW (140MW in 

Europe, 66MW in US) and has currently under 

construction 1,677MW, which will ensure the match of 

1.4GW annual target in 2008 and further meets 35% of 

EDP Renováveis’ target for 2009. 

The EBITDA for the distribution business in Portugal 

increased by 15.7% year on year, to EUR 308 million 

in first half of 2008, driven by an 8.4% year on year 

increase in gross profit. Controllable operational costs 

rose by 3.3% year on year, reflecting higher 

commercial costs and new costs with management of 

energy purchases resulting from new rules of MIBEL, 

on the one hand, and the group's successful HR 

Restructuring program, on the other hand. Electricity 

gross profit year on year was in line with regulated 

revenues set by ERSE in December 2007, since tariff 

deviations are accounted as revenues from January 

2008 onwards, in line with currently in course change 

in regulatory legislation.  

Tariff deviations in first half of 2008 amounted to EUR 

479 million as a result of several deviations from 

ERSE's assumption in the calculation of 2008 tariffs: (i) 

slower growth in electricity entered in the distribution 

grid (up 1.2% year on year), (ii) increasing volume of 

electricity supplied by the last resource electricity 

supplier (+10.4% year on year)  and (iii) higher 

procurement costs in first half of 2008  (EUR 74/MWh 

versus EUR 51/MWh ERSE's estimate). In Spain, 

EBITDA increased by 4.9% year on year to EUR 46m 

in first half of 2008, largelly reflecting a 3.9% increase 

in regulated revenues recognized in the 2008 tariffs.  

Gas distribution and transmission regulated activities 

posted a 11% year on year increase EBITDA, to EUR 

84 million in first half of 2008, reflecting a 3.7% 

increase in the number of supply points and the 4.6% 

year on year backed by an expansion in the extension 

of our networks. In the liberalized gas procurement 

and supply business, EBITDA grew 20% year on year, 

supported by an increase in both volumes (+49% year 

on year) and clients (+54% year on year). In turn, 

average gross margin per MWh sold in gas supply 

decreased by 6.3% year on year, due to an increase in 

the average purchase cost in line with the movement 

of CMP.  

Energias do Brasil’s EBITDA contribution decreased 

by 8% (11.4% in local currency) year on year to EUR 

298 million (BRL 777.9 million) in first half of 2008, 

penalized by the reduction of the amount of regulatory 

receivables recovered in first half of 2008 (versus first 

six months of 2007) and the tariff revisions for the new 

regulatory periods. EBITDA in generation activity 

increased by 56% Year on year, impacted by a one-off 

increase in electricity sales by Enerpeixe in first 

quarter of 2008 and an increase in the average selling 

price due to the readjustment of some contracts and 

the start of new contracts with higher prices. In 

distribution, EBITDA decreased by 27.7% dragged by 

(i) a decrease in the amount of regulatory receivables 

recovered through tariffs, (ii) energy costs higher than 

the ones considered on tariff assumptions and (iii)  

tariff revisions only partially compensated by (iv) 

demand growth. 
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Financial Results – EDP Group 

Financial Results (EUR million)

Investment income
Financial Investments Gains/(Losses)

Net financial interest paid
Net foreign exchange differences
Other Financials
Financing Gains/(Losses)

Financial results

31.6(179.7)
13.5

-50.1%(227.3)
5.4

1H07 ∆ 08/071H08

(182.2)

6.2

(341.2)

4.1
4.1 -

-
-60.1%

-190.6%

-183.0%

(176.0)

(515.6)

(511.4)

-6.2

 

The EDP Group financial results reflect:  

a) Higher net financial interests paid (+50% year on 

year) due to higher average gross debt during the 

period (+32% year on year)  and a 20bp increase in 

the group’s average cost of debt resulting from credit 

market conditions (5.6% in the first half of 2008 versus 

5.4% in the first six months of 2007). In fact, the 200bp 

reduction in average cost of debt denominated in BRL 

partially compensated the 50bp increase in the cost of 

the remainig debt.  

b) Decline in other financials due to: 1) impairment 

losses of EUR 34m in first quarter of 2008 to reflect 

the decrease in market value of EDP’s 8% stake in 

Sonaecom, 2) impairment losses of EUR 114 million in 

second quarter of 2008 to reflect the decrease in 

market value of EDP’s 3,2% stake in BCP, 3) the 

inclusion of hedging financial results in energy markets 

which declined from EUR 7.2 million gain in first six 

months of 2007 to EUR 53.7 million loss in first half of 

2008. 

Income from associated companies amounted to 

EUR 19.0 million in the first half of 2008, up from EUR 

11.1 million in the first six months of 2007: i) the first 

half of 2008 include a EUR 4.7 million equity 

contribution from CEM, versus EUR 4.1 million in the 

first six months of 2007; ii) the first six months of 2007 

include a EUR 3.4 million loss regarding Edinfor’s 

equity contribution, versus no contribution in the first 

half of 2008, resulting from  EDP's decision to exercise 

its put option over the 40% owned in the company in 

the first quarter of 2008 and iii)  the first half of 2008 

includes a EUR 4.3 million equity contribution from 

Turbogás, disposed of in May 2008, versus EUR 6.9 

million in the first six months of 2007.  

Capital gains/(Losses) amounted to EUR 481.5 

million in the first half of 2008, up from EUR 5.6 million 

in the first six months of 2007 due to: i) EUR 405 

million gain stemming from the dilution of financial 

participation that EDP has in EDP Renováveis as a 

result of the IPO,  ii) EUR 49 million gain, stemming 

from the sale of EDP's 40% stake in Turbogás and 

27% of equity of Portugen for a price of EUR 140 

million, in May 2008 and iii) EUR 17m gain booked on 

the disposal of 1,5% stake in REN in first quarter of 

2008 and iv) EUR 4.8m gain booked on the exercise of 

EDP's put option over the 40% owned in Edinfor for a 

minimum pre-agreed price of EUR 55 million, in first 

quarter of 2008.  

CAPEX – Grupo EDP 
Capex (EUR million)

Generation and Supply Iberia

Wind

Regulated Energy Networks Iberia

Brazil 

Other

EDP Group

Expansion Capex

Maintenance Capex

1H08 1H07

319.6 151.9

759.8

% ∆ 

5.6%

295%

110%

-28%3.0 4.2

125.7132.8

129.6 79.7

192.2

63%

1,344.8 553.7 143%

1,021.3 270.5 278%

323.5 283.2 14%  

Consolidated capex increased by 143% Year on year 

(EUR 791 million), to EUR 1,345 million in the first half 

of 2008, reflecting: (i) the start of consolidation in Jul-

07 of Horizon, our US wind subsidiary (+EUR 417 

million); (ii) a 110% (EUR 168 million) Year on year 

increase in capex at the Iberian generation business; 

(iii) a 79% (EUR 151 million) Year on year increase in 

capex at our EUR opean wind business, and (iv) a 

63% (EUR 50 million) Year on year increase in capex 

at the Brazilian subsidiary largely stemming from 

investments in new generation capacity (EUR 35 

million). 

In first half of 2008, 76% of EDP Group’s capex was 

devoted to the expansion of installed capacity, namely 

in new wind farms (56% of group capex) and in new 

generation capacity in Iberia peninsula  (24%), namely 

CCGTs and hydro.  

Moreover, close to 80% of EDP’s capex is related to 

regulated businesses and long term contracted 

generation, therefore implying low risk of return. 
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Capex in generation and supply in the Iberian 

Peninsula amounted to EUR 320 million in first half of 

2008, reflecting accelerating pace of investments in 

low CO2 emission technologies: CCGT and hydro. In 

first half of 2008, 74% of total capex referred to 

expansion projects (versus 49% in first six months of 

2007), the bulk of which in the liberalized market. In 

CCGTs, Soto 4 plant in Spain will start up operations 

in August 2008 (EUR 30 million capex in first half of 

2008) and the construction works of the Lares 1 and 2 

plants in Portugal, representing a 862MW capacity and 

EUR 458 million total capex, continue on schedule to 

start operating in 3Q09 (EUR 111 million capex in first 

half of 2008). In hydro, expansion capex in first half of 

2008 amounted to EUR 78 million including: (1) EUR 

53 million payment for Foz Tua concession (312MW) 

and (2)  EUR 23 million capex on the ongoing 

construction works of Picote II and Bemposta II 

repowering projects and the new Baixo Sabor hydro 

plant.  

In April 2008, EDP paid EUR 759 million for the 

extension of the hydro concession of the 4,095MW 

hydro plants currently under PPA/CMEC. EDP will 

operate these plants in the market after the end of 

PPA/CMEC regime. Latter in July, EDP won the 

international tender for the concession of the new 

Fridão and Alvito hydro plants in Portugal (total 

392MW capacity) which will imply a payment in 

advance of EUR 231.7 million in 2008 for the 

concession rights and further EUR 510 million total 

construction capex until 2016. 

Capex in wind business activity was nearly EUR 

800m. Year to June, EDP Renováveis brought on 

stream 206MW (140MW in Europe, 66MW in US) and 

has currently under construction 1,677MW, which will 

allow it to meet its annual target. By June 2008, EDP 

Renováveis’ works in progress (on balance sheet) 

relative to capacity under construction and turbine 

deposits amounted EUR 989.1m. In first half of 2008, 

EDP Renováveis invested nearly EUR 800 million: (1) 

EUR 748 million of capex, EUR 343 million of which in 

EUR ope and EUR 405 million in US (USD 622 

million); and 2) EUR 44 million in the acquisition of a 

wind portfolio in France, EOLE 76 and EUR ocape. 

EOLE 76 and EUR ocape comprise 3 operating wind 

farms located in the Normandy region, with a gross 

installed capacity of 35 MW and 560 MW of wind 

projects under development, mostly located in the 

Normandy and Rhônes-Alpes regions.  

Capex in distribution activity in Portugal decreased 

12.4% Year on year to EUR 86.6 million in first half of 

2008 due to different scheduling of the investments in 

the distribution network, which will increase in the 

second half of the year in order to respond to 

regulatory requirements and the growth of electricity 

consumers. The quality of service of EDPDistribuição 

distribution grid remained clearly above the regulatory 

targets, with an Equivalent Interruption Time of 57 

minutes in first half of 2008. Moreover, adjusted for 

non-recurring impacts in first half of 2008 (rainstorms 

and high winds), EIT decreased 5.3% Year on year to 

49 minutes. 

Capex in distribution activity in Spain rose EUR 15 

million Year on year to EUR 19 million in first half of 

2008, on the back of higher investments at our 

distribution grid. The quality of service of our grid 

increased on a Year on year base with Equivalent 

Interruption Time (EIT) decreasing 9% Year on year to 

35 minutes. 

Capex in the regulated gas business in the Iberia 

Peninsula in first half of 2008 amounted to EUR 26.7 

million, up 20% Year on year, largelly devoted to the 

expansion of our network (+380 Km Year on year in 

Jun-08). Transmission network in Spain represented 

almost 50% of capex year on year, following the 

ongoing construction of the Bergara-Irun pipeline (88 

kms extension, EUR 67.5 million expected total capex, 

to be fully operational by 2008YE). The new 

remuneration model for gas transmission in Spain 

improved significantly the rates of return of this 

pipeline, which has a higher investment cost per km 

than the average cost in the Spanish transmission 

network due to its location in a mountain region. 

Capex in Energias do Brasil increased 63% Year on 

year, to EUR  130 million (BRL 339 million) in the first 

half of 2008, mostly related to the repowering of Suiça 

and Mascarenhas hydro power plants (+2.3MW and 

+17.5MW, respectively) and to the start of construction 

of the new Santa Fé hydro power plants (+29MW), all 

to start operations in 2009. Capex in distribution 

activity relates to the extension and improvement in 

the distribution network of the concession areas of 

Bandeirante, Escelsa and Enersul. 
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F INANCIAL  DEBT  

In the first half of 2008, the Group’s (nominal) 

consolidated debt increased to EUR 13.170 billion. 

When compared to December 2007, the Group’s debt 

was nearly EUR 600 million higher, mostly due to the 

payment of EUR 759 million for the extension of the 

hydro public domain in Portugal. 

During the first half of 2008, following the 

announcement of a share exchange agreement 

between EDP – Energias do Brasil and Rede 

Empresas de Energia Eléctrica, S.A., the Group’s 

shareholding stake in Enersul changed to asset held 

for sale and discontinued operations. As a 

consequence, Enersul’s financial debt (EUR 230 

million) is no longer included in the consolidated debt 

of Energias do Brasil, and consequently, of the EDP 

Group.  

EDP Group’s consolidated net debt at the end of the 

first semester of 2008 stood at EUR 11.841 billion, due 

to cash and cash equivalents held by EDP SA and 

EDP Finance BV (EUR 759 million), by the Group’s 

Brazilian subsidiaries (EUR 300 million) and by EDP 

Renewables (EUR 246 million). 

Nominal Financial Debt - EDP Group 

 Eur millions 

Jun 2008 Dec 2007 Var

EDP S.A. and EDP Finance BV 11.046 10.393 6%
EDP Produção 44 19 132%
EDP Comercial - - n.a.
EDP Renováveis 606 560 8%
EDP Distribuição - - n.a.
Portgás 104 106 -2%
HC Energia 437 433 1%
Energias do Brasil 934 1.059 -12%

Nominal Financial Debt 13.170 12.570 5%  

During the first six months of 2008, EDP kept its policy 

of centralizing funding at EDP SA , EDP Finance BV 

and EDP Sucursal, which represented 84% of the 

Group’s consolidated debt. The remainder consists of 

debt contracted by the Brazilian holdings, project 

finance debt from the subsidiaries of the EDP 

Renewables Group and related to wind power 

generation partnership projects, as well as short term 

debt and borrowings contracted by Hidrocantábrico.  

At the beginning of the year, EDP SA signed a loan 

agreement with the EUR opean Investment Bank, in 

the amount of EUR 200 million os and with a tenor of 9 

years, to finance the construction of the Lares CCGT. 

In April 2008, EDP SA and EDP Finance BV signed a 

five year revolving credit facility in the amount of EUR  

925 million. The facility is intended for general 

corporate purposes and to refinance short term debt, 

in line with the Group's financial policy of extending the 

average term of its debt portfolio and reinforcing its 

financial flexibility. The facility was self-arranged as a 

Club Deal and was participated by 16 international 

banks. 

Additionally, in May 2008, EDP SA issued a structured 

bond, through a private placement, in the amount of 

EUR 300 million and with a tenor of 10 years.  

In Brazil, Energest signed a loan in the amount of BRL 

48 million with a tenor of 7 years and a three year 

grace period. The proceeds were used for investments 

in the Santa Fé hydropower plant.  

The Brazilian subsidiaries also signed bridge loans 

totalling BRL 28.9 million (18.6 by Energest and 10.3 

by Cesa), to finance the repowering of Rio Bonito, 

Mascarenhas and Suíça. This bridge loan will be early 

redeemed prior to its redemption date, in February 

2009, and refinanced with long-term indirect funding 

from BNDES.  

Additionally, attention should be drawn to the 

utilizations of BNDES long-term funding (6 years) in 

the total amount of BRL 128 million. These drawdowns 

were used by Bandeirante, Enersul and Escelsa to 

fund their Capex programmes.  

In terms of maturity, EDP Group’s consolidated debt 

breaks down into 15% in short-term debt and 

borrowings and 85% in medium- and long-term debt 

and borrowings.  
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IFRS Debt - EDP - Group 

 EUR Millions 

Jun 2008 Dec2007 Var
Short term debt and borrowings 2.004 2.441 -18%

Bond loans 123 458 -73%
Bank loans 592 649 -9%
Other loans 2 2 -18%

Commercial Paper 1.287 1.331 -3%

Medium and long term debt and borrowings 11.166 10.129 10%
Bond loans 6.449 6.426 0%
Bank loans 4.661 3.643 28%
Other loans 56 61 -8%

Nominal Financial Debt 13.170 12.570 5%

Interest payable 111 101
Fair value hedge for debt -118 -65

IFRS Financial Debt 13.162 12.606 4%  

In relation to short-term financing and treasury 

management, EDP SA continues to favour to the use 

of issues of “Euro Commercial Paper” programmes, an 

instrument that provides access to an enlarged 

investor base at very competitive costs, ensuring the 

necessary flexibility for efficient cash management. In 

Spain, the Group also has a “pagarés” programme 

(domestic commercial paper) through its HC 

subsidiary, in the amount of EUR 500 million, which 

provides similar flexibility and efficiency in terms of 

cash management.   

Maintaining a prudent financial management policy, by 

the end of June 2008 EDP SA had access to EUR 

1,722 billion of available credit lines and EUR 650 

million of commercial paper with underwriting 

commitment, of which EUR  495 million was available. 

It is the Group’s policy to maintain these long-term 

credit facilities with several banks with a high credit 

rating, ensuring liquidity and financial flexibility. 

By the end of the first half of 2008, the average 

interest rate, after hedging instruments, of EDP, S.A., 

EDP Finance BV and EDP Sucursal financial debt was 

4.84% per year and approximately 31.9% of its 

medium/long-term debt and borrowings had a fixed 

rate.  

In terms of currencies, the USD financing contracted to 

fund the purchase and capex of Horizon justifies the 

Group’s exposure to USD. However, the EDP Group 

maintains the same currency exposure profile 

presented in the end of 2007, with the EUR o as the 

main funding currency (77.8%).  

 

 

Debt by Currency - EDP Group 

EUR
77,8%

USD
15,1%

BRL
7,1%

 

 

RATING 

In July 2008, following the IPO (22.5%) of EDP 

Renováveis, which generated proceeds of EUR 1.567 

billion, S&P revised its outlook on EDP SA and EDP 

Finance BV from negative to stable.   

S&P
Last 

update Moody's
Last 

update Fitch
Last 

update

EDP SA e EDP Finance BV A-/Stab/A-2 3-7-08 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

EDB Ba2/Stab 20-7-08

Enersul Ba2/CW - 20-7-08

Global

 

The rating assigned by Fitch to HC remained at A-, 

with a stable outlook. According to this agency, the 

high level of integration of the company within the 

Group justified the assignment of the same rating as 

EDP SA Moody’s also kept the A3 rating assigned to 

HC. 

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

EDB Aa3.br/Stab 20-7-08

Enersul brA/ CW - 13-7-08 Aa3.br/ CW - 20-7-08

Local - Brazil

 

The share exchange agreement signed between EDP 

– Energias do Brasil and Rede Empresas de Energia 

Eléctrica, S.A., in the first semester of 2008, led 

Moody’s and S&P to place the rating of Enersul on 

credit watch negative. This resulted from the fact that 

Enersul’s rating reflected EDP – Energias do Brasil’s 

strong support.  
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IV .2 .  EDP’S  BUSSINESS ARE AS 
EVOLUTION  

IV .2 .1 .  GENERATION AND SUPPLY IN 
THE IBERIAN PENINSULA 

Operating profit for the integrated generation and 

supply business in the Iberian Peninsula showed an 

increase of 5.1% to EUR 615.7 million in the first six 

months of 2008. 

 
Operating Income Statement – Generation and 
Supply in the Iberian Peninsula 
 (EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Generation centre rentals
Other operating costs / (revenues)
Operating Costs

EBITDA
EBIT / Revenues

Provisions for risks and contingencies
Depreciation and amortization
Comp. of subsidised assets' depr.

EBIT

65.5

Total
1H08 1H07 ∆ 08/07

1.3%797.1 787.2

2.0%95.1

2.0%
5.3 26.6
2.0 2.0

184.5188.6 2.2%
(2.0) 0.2%(2.0)

4.8%422.0 402.8

7.1

181.5

0.4%
12.3 -6.6%

615.7

-80.1%
-9.9%

1187.1%

585.8 5.1%

201.4

0.6

65.8
11.5

96.9

 

On an integrated basis, gross margin in generation 

and supply business in Iberia was grew by 1,3% year 

on year. Operating costs of integrated generation and 

supply decreased 10% year on year. Nevertheless, 

excluding non recurrent regulatory items in Spain, 

operating costs fell 4% year on year (EUR 7 million). 

The major non-recurrent items are (1) the partial 

reversal by EUR 13 million in first half of 2008 of the 

EUR 30 million provision booked in Spain generation 

business in first six months of 2007, related to 

potential deviation between EDP's interpretation of the 

RD 03/2006 and the final regulatory outcome and (2) a 

EUR 31 million negative impact from the RD 11/2007 

regarding the CO2 clawback. The sum of supplies and 

services, personnel costs and social benefits 

increased 0.8% year on year, clearly below inflation 

and including the costs with new capacity additions. 

Operating Income Statement – Generation in 
Iberian Peninsula 
 (EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Generation centre rentals -
Other operating costs / (revenues)
Operating Costs

EBITDA
EBIT / Revenues

Provisions for risks and contingencies
Depreciation and amortization
Comp. of subsidised assets' depr.

EBIT

(0.2)
53.3 -4.9%

26.1

(0.0)

65.0 79.1

25.9

(0.4)

164.6

1H08 1H07 ∆ 08/07

-25.8%222.0

17.0

-45.5%365.5 304.7 20.0% 49.2

136.8 127.6 7.3% 50.6
(1.8) (1.8) - (0.2) 2.1%

90.2

2.3%
21.7%

602.1 12.9%

Portugal
1H07 ∆ 08/07

17.4
1.0%44.5

43.3
14.3%
-1.5%

533.5

Spain
1H08

(0.0)

500.5

10.5
42.6
50.8

2.0

33.2%

101.6
(4.3)

4.0

1.9
-8.3%

-109.6%
2.6%

-18.0 pp
15.2%

51.2%

99.1
(2.1)

0.8

20.6 35.5

-

2.6%
0.7

24.8% 34.8%
99.6 142.8434.4

11.4

-100.0%

-17.8%

-30.3%
-10.0 pp

-41.9%

 

 

Operating Income Statement – Supply in Iberian 
Peninsula 
 (EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Generation centre rentals
Other operating costs / (revenues)
Operating Costs

EBITDA
EBIT / Revenues

Provisions for risks and contingencies
Depreciation and amortization
Comp. of subsidised assets' depr.

EBIT

Spain
1H08

0.5 2.5

Portugal

9.2 -27.5%

1H07 ∆ 08/07 1H08

2.6

27.3

2.4
9.3 -23.0%
2.6

14.47.1 17.6 21.8%

6.7 23.9%

49.9%
-

89.3% 17.2

-79.7% 0.6 1.2 -46.4%
- - - - - -

13.7 25.6%(9.9) (5.2)

(0.9)

0.1

17.6

1.4%

0.3 pp

(2.4)

9.8

3.5% 3.2%

(0.2)

12.4

-91.0%

9.6

41.4%

18.8%
27.5%

1H07 ∆ 08/07

22.1

3.3
-19.6% 0.1

-6.7%

-
(7.5)

0.10.1

- (11.3)
-

7.4

-

-2.2%
(2.0)

8.7

0.0 -

-30.5%12.6
0.6

(0.6) -

-39.0%(3.3)
-2.1% -0.1 pp

 

IV .2 .1 .1 .  Contracted  Generat ion  in  the  
Iber ian Market :  PPAs/CMECs and 
Spec ia l  Regime  

In June 2007 the long term contracts that EDP had 

with the Portuguese electricity regulated system 

(named PPAs - Power Purchase Agreements) were 

replaced by the CMECs financial system to conciliate: 

(1) the preservation of the NPV of these PPAs and a 

stable contracted gross profit over the next 10 years 

with an implicit real pre-tax 8.5% ROA and (2) the 

increase in liquidity of the Iberian electricity wholesale 

market. In terms of EDP’s profit and losses, the total 

gross profit resulting from the new CMECs financial 

system will keep the same profile over the next 10 

years as the former PPA. 

Regarding gross profit break down there are now 4 

components: 1) Revenues in the market, resulting 

from the sale of electricity in the Iberian wholesale 

market and including both ancillary services and 

capacity payments; 2) Annual deviation, equivalent to 

the difference between CMECs’ main assumptions 

(outputs, market prices and fuel costs) and the market 

real data, which will be paid/received by EDP through 

regulated tariffs one year after taking place; 3) 

PPAs/CMECs Accrued Income, reflecting the 

differences year on year in terms of cash flow profile 

between PPAs and CMECs assumed at the beginning 

of the system; 4) Base CMEC Fee, the fixed monthly 

fee of EUR 6.5 million EDP will receive through 

regulated tariffs over the 20.5 years lifetime of the 

CMECs system, if not securitized before. 
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Main Financial Indicators - Contracted Generation 
in the Iberian Market 
(EUR million)

PPA Revenues (1H07)
Capacity Charge -
Energy Charge

PPA/CMEC Revenues (1H08)
Revenues  in the market
Annual Deviation - Market vs. CMEC Assumptions
PPAs/CMECs Accrued Income
Base CMEC  Fee

PPA/CMEC Direct Costs 
Coal 
Fuel Oil
CO2 and Other Costs (Net)

Gross Profit PPAs/CMECs

Cogeneration, Waste & Biomass
Mini-Hydro

Gross Profit Special Regime

Gross Profit Total

19.6

504.0

33.1

-48.9%

35.3

539.2

38.4

488.3

0.6

1H08

3.8

621.8

25.9

85.9
32.0
39.0

278.5

8.1

83.9

3.2

455.3

9.3

174.9 6.3

778.7

10.4%

14.9%

5.0%

- -

123.4%
79.9

24.9 4.1%

-
-

-
-

-

-
-

10.7%

124.7

-
-

113.0
467.0

-

1H07

580.0

∆ 08/07

2660%

6.8%

 

In first half of 2008, EBITDA from Iberian contracted 

generation increased by 13% (or +EUR 52 million) 

year on year fuelled by higher gross profit (+11% year 

on year, or +EUR 49m). The main growth driver of 

recurrent gross profit was the new Sines coal plant’s 

desox facilities which had a first time EUR 9.5 million 

contribution for gross profit in first half of 2008. Sines 

desox more than compensated the PPA termination of 

the 165MW Tunes gasoil plant in December 2007, 

which had a EUR 3 million contribution to first six 

months of 2007 gross profit. Note that the new desox 

facilities at Sines represented a EUR 196 million 

investment, from which 50% was commissioned in 

June 2007 and the remaining 50% in June 2008. 

Furthermore, the Portuguese government has already 

approved a EUR 100 million denox investment at 

Sines, to be installed between 2008 and 2011. All 

these investments are to be remunerated at 8.5% 

ROA before inflation and taxes and should be fully 

recovered over the lifetime of Sines plant’s PPA which 

ends by December 2017. The real/contracted 

availability ratio showed a slight decline in hydro, due 

to ongoing repowering at two plants, and also a slight 

decline in thermal, due to some punctual unexpected 

outages at Sines. 

Recurrent EBITDA grew by 6% year on year. Main non 

recurrent adjustments include: (i) EUR 2 million net 

negative impact in first six months of 2007 due to fuel 

procurement costs below international indexes (EUR 

5.8 million cost in first six months of 2007, EUR 3.8 

million of which was recovered in first half of 2008), (ii) 

a EUR 28 million positive impact in first half of 2008 

stemming from procument cost below international 

indexes. 

Note that from January 2008 onwards EDP started to 

hedge the deviations in fuel costs resulting from the 

time lag between fuel procurement and consumption 

date in PPA/CMEC activity through financial 

derivatives. As a result, EDP's first half of 2008 

financial results include EUR 23.7 million costs with 

fuel hedging, which closely matches the non-recurrent 

components at the gross profit level. 

The 7% (+EUR 2.2 million) year on year increase in 

gross profit of special regime is explained by the 

acquisition of the Pedrogão mini-hydro plant in 

Portugal (10MW) and the acquisition of VV Rodão 

biomass plant also in Portugal. Note that the 

acquisition of Pebble Hydro, which has 11 mini-hydro 

plants in Portugal with a 89MW capacity, was already 

approved by the Portuguese competition authority and 

will start being fully consolidated in July 2008. In 

cogeneration, the lower output in Portugal resulting 

from the outage for major maintenance works was 

more than compensated by higher load factors in 

Spain. 

IV .2 .1 .2 .  L ibera l ised  Generat ion and  
Supply on  the  Iber ian  Market  

In first half of 2008, gross profit of liberalised electricity 

generation and supply in the Iberian market declined 

by 10.5% (-EUR 30 million) year on year, largely 

penalised by generation in Spain.  

 

Gross Profit – Liberalised Generation and Supply 
on the Iberian Market 

Gross Profit 

Generation
Portugal
Spain

Supply
Portugal
Spain

76.1
147.8

9.2
31.3

46.9

288.1

(EUR million) 1H08

23.9%

1H07

-27.5%

62.0%
223.9 -12.8%

∆ 08/07

22.1

-10.5%

256.9

209.9 -29.6%

8.8%

27.3

34.0
6.7

257.9

 

In Spain, gross margin from generation decreased by 

30% year on year, to EUR 148 million. Our liberalized 

coal generation was penalized in first quarter of 2008 

by the outage for large maintenance works of our Soto 

3 plant and, in the second quarter of 20082Q08, by the 

sharp increase of coal marginal generation cost 

together with the decline of Spanish pool prices. The 

increase of gas marginal cost and the decrease of 

Spanish pool price justified the stabilization of the load 

factor of our CCGTs in Spain at 44%. The year on 

year decline in nuclear production was justified by a 

programmed outage for maintenance works. 
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As a result of pool prices being below HC’s marginal 

generation cost in Spain during a significant part of 

2Q08, our electricity purchases in the Spanish pool 

increased substantially in first half of 2008 versus first 

six months of 2007. Note that EDP's low average coal 

generation cost showed in first half of 2008 is justified 

by: (1) consumption of coal purchased in 2007 at 

prices around USD90/ton, and (2) concentration of 

coal output in our most efficient plants (namely Aboño 

II, which benefits from the burn of syderurgic gases) 

following a decline in output and resulting decrease in 

the ratio CO2 allowances purchases / total CO2 

emissions. Note that over the second quarter of 2008, 

given the unexpected decrease of coal load factors 

due to commercial conditions, EDP accumulated 

significant levels of coal purchased in 2007 but that 

was not consumed at our plants in first half of 2008. 

The gross profit of generation in Spain is also 

penalized by the reduction of capacity payments (-

EUR 8 million versus first six months of 2007). 

In Portugal, gross margin from liberalized generation 

grew by 62% year on year, to EUR 76 million. This 

activity includes mainly our Ribatejo 1,176MW CCGT, 

which showed a 74% load factor in first half of 2008, 

significantly above the Iberian average, as a result of 

the lower reserve margin in Portugal, low hydro 

production in first quarter of 2008 and outage of 50% 

of Sines coal plant for maintenance in 2Q08. The bulk 

of our Ribatejo CCGT output in first half of 2008 was 

sold in the Portuguese pool, which in this period 

showed an average price EUR 5.6/MWh higher than in 

Spain, at EUR 67/MWh. This together with our 

competitive integrated gas sourcing allowed the 

achievement of realized spark spreads in first half of 

2008 higher than in Spain. 

In the supply business, our average selling price to 

clients in Spain (EUR 61.2/MWh) was in line with the 

average Spanish pool price year on year (EUR 

61.4/MWh) and the volume sold rose 15% year on 

year. 

 In Portugal, given the low generation price (EUR 

50/MWh including ancillary services) assumed by the 

regulator in 2008 retail tariffs, volume sold in supply 

fell significantly and is now concentrated in a few 

segments of residential consumers in which market 

prices are still competitive versus tariffs. 

For 2008, EDP has already contracted 91% of 

expected output of its liberalized generation plants in 

the Iberian market at an average price above EUR 

58/MWh through sales contracts with retail customers 

or in forward markets. For the volume already 

contracted for 2008, EDP has  locked-in an average 

spark spread of EUR 11/MWh and an average dark 

spread of EUR 27/MWh (already considering CO2 

emissions licences bought and the RD 11/07 impact). 
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IV .2 .2 .  RENEW ABLE ENERGIES 

EDP Renováveis were incorporated on December 4, 

2007 to hold and operate EDP’s growing European 

and North American renewable energy assets and 

activities. Shortly after its creation, EDP Renováveis 

acquired EDP’s principal existing European and North 

American renewable energy subsidiaries, NEO and 

Horizon, respectively. In June 2, 2008, EDP 

Renováveis sets subscription price for its IPO shares 

at EUR  8 per share and EDP Group decreased its 

qualified position in EDP Renováveis to 77.5%. 

Operating Income Statement –  EDP Renováveis 

Gross Profit

Supplies and services
Personnel costs and soc. benefits
Other operating costs/(revenues) (1)

Operating Costs

EBITDA
EBITDA / Gross Profit

Provisions for risks and contingencies
Depreciation and amortisation
Comp.of subsidised assets' depreciation

EBIT
EBIT / Gross Profit

(EUR million) EDP Renováveis
1H08 1H07 ∆ 08/07

256.6 -

-

-

45.8 - -
-

- -
29.9

17.1

0.8 - -

- -

226.7 - -

- -
(0.4) - -

132.7 - -
51.7% -

93.6

88.4% -

-33.0

 

Since EDP Renováveis was only incorporated in 

December 2007 and Horizon (US arm of the group) 

was only consolidated in EDP group as from July 2007 

onwards, there is no comparable data for in first six 

months of 2007.  

 

Operating Income Statement – EDP Renováveis in 
Europe and USA 

Gross Profit

Supplies and services
Personnel costs and soc. benefits
Other operating costs/(revenues) (1)

Operating Costs

EBITDA
EBITDA / Gross Profit

Provisions for risks and contingencies
Depreciation and amortisation
Comp.of subsidised assets' depreciation

EBIT
EBIT / Gross Profit

(EUR million) EUROPE (NEO) USA (Horizon)
1H08 1H07 ∆ 08/07

-
19.3%

-176.9%

106.3%

62.9%

64.3

-0.1

46.8
38.6% 0.3p.p.

76.6%

0.1

∆ 08/07

58.6%

44.7%

62.8%
0.0p.p.

1H07

121.3

18.6
7.1
2.8

46.2

28.4

92.9

55.1

96.6
50.2%

41.1

151.3
78.6%

-

192.3

4.5

45.1%
36.7% - -

18.9 - -

56.6% -
- -

- -

0.8 - -

75.8 - -

- -

-

-38.1 - -

- -

- -

1H08

36.4

-11.5

117.8%

38.6

7.8

-

26.9
9.6

-0.4

 

 

In Europe (NEO), gross profit increased by 59% Year 

on year in first half of 2008, to EUR 192 million, 

boosted by: (1) capacity additions (+558MW, +41% 

year on year based on period end), (2) higher average 

tariffs (+16% year on year) propelled by higher pool 

prices in Spain, and (3) continuing high load factors 

resulting from EDP Renováveis’ first class assets.  

In turn, EBITDA was 63% higher year on year, backed 

by slower growth of operational costs resulting in an 

OPEX/MWh growth broadly in line with inflation. In 

detail, strong growth in supplies and services and 

personnel costs was primarily driven by growing 

activity. 

Gross Profit – EDP Renováveis in Europe 
(EUR million)

Portugal
Spain
France

Wind
Other & Adjustments
Total

51.2 36.4 40.7%
127.1 71.5 77.9%

8.6 3.2 164.6%
111.1 68.2%
10.2 -46.5%

121.3

1H08 1H07 ∆ 08/07

5.5
186.9

192.3 58.6%  

In USA (Horizon), gross margin adjusted for revenues 

from production tax credits (PTC) and other revenues 

related to Horizon’s institutional partners, reached 

EUR 98 million. Adjusted for these revenues related to 

instituional partners, operational costs stood at EUR 

19.4 million, or EUR 10.9/MWh. 

 

Adjusted Gross Profit – EDP Renováveis in USA  
(EUR million)

Electricity Revenues & RECs
Services Rendered & Other

Gross Profit

PTC Revenues & Other Related Revenues from Horizon Equity Partners (3)

Adjusted Gross Profit
30.9
95.2

64.4
(0.1)
64.3

1H08

 

EDP Renováveis is on track to achieve the 1.4 GW of 

additional capacity targeted for FY 2008. The current 

construction process of more than 40 wind farms, with 

total capacity of 1,667 MW, provides clear evidence of 

the organization’s ability to manage more than 1,900 

MW under construction cumulative in one year. The 

bulk of the capacity currently under construction will 

start operations in the fourth quarter of 2008, in line 

with EDP Renováveis' historical investment cycle. 

EDP Renováveis’ projects portfolio increased by 2.8 

GW year to date and by 1.0 GW versus March 2008, 

to a robust 27.1 GW. The enlarged pipeline gives 

visibility on future growth and its maturing gives 

confidence to meet annual targets: +1.4GW/year in 

2008-12. 
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IV .2 .3 .  D ISTRIBUIT ION IN  IBERI AN 
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 EDP Serviço Universal, which 

operates in the 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 EBITDA of EUR 215.3 million in the first 

half of 2008, representing 32.0% year-on-year 

increase. 

Operating Income Statement – Distribution in the 
Iberian Peninsula 
(EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Concession fees
Other operating costs / (revenues)

Operating Costs

EBITDA
EBITDA/Gross profit

Provisions for risks and contingencies
Depreciation and amortization
Compensation of subsidised assets' depreciation

EBIT
EBIT/Gross Profit 27.8% 22.9% 4.9 pp

(44.8) (43.6) -2.6%

215.3 163.1 32.0%

0.4 6.8 -93.5%
183.1 183.7 -0.3%

354.1 310.0 14.2%
45.7% 43.5% 2.2 pp

(2.8) (8.2) 65.7%
420.9 402.6 4.5%

47.6 49.8 -4.5%
113.9 104.0 9.4%

8.4%
102.8 109.8 -6.4%
159.5 147.1

1H08 1H07 ∆ 08/07

775.0 712.6 8.8%

 

IV .2 .3 .1 .  D is tr ibut ion  in  Por tuga l  

Integrated gross profit from distribution grid and 

regulated last resource supplier rose 8.4% Year on 

year to EUR 693.3 million in first half of 2008, of which 

electricity gross profit is in line with regulated revenues 

set by ERSE in December 2007. 

Electricity inflow into EDP Distribuição distribution grid 

in Portugal increased 1.2% year on year in first half of 

2008, or 1.8% year on year adjusted for temperature 

and working days. These 25.0TWh distributed fell 

short of regulator’s assumption input in the calculation 

of 2008 tariffs, reflecting the slowdown of Portuguese 

economy and higher energy efficiency. This lower 

consumption led to a EUR 25 million tariff deviation in 

distribution grid activity. 

The volume of electricity supplied to regulated clients 

by EDP Serviço Universal, the Portuguese regulated 

last resource electricity supplier, rose 10.4% Year on 

year to 24.2TWh in first half of 2008, above the 

regulator’s assumption in 2008 tariff’s calculation, 

given the unexpected massive switching of clients 

from liberalized market to the regulated supplier, due 

to a significant increase in market prices compared to 

the 2008 tariffs set by the regulator. Note that in first 

half of 2008, the electricity procurement cost 

supported by EDP Serviço Universal for the supply of 

regulated clients was EUR 74/MWh, or EUR 23/MWh 

higher than the regulator’s assumption for 2008 tariffs’ 

calculation of EUR 50/MWh (including ancillary 

services). As a result of higher electricity procurement 

costs and volumes supplied, EDP Serviço Universal 

had to support a tariff deviation of EUR 454 million in 

first half of 2008. 

EDP Distribuição and EDP Serviço Universal tariff 

deviations accumulated over first half of 2008, totalling 

EUR 479 million, were booked as electricity revenues 

of the period, as a result of the currently in course 

change in regulatory legislation which will determine 

the same regulatory/legal framework of tariff deviations 

and tariff deficits. Note that in March 2008, EDP 

transferred without recourse to financial institutions 

EUR 177 million referent to the 2006 and 2007 tariff 

deficits, to be recovered through tariffs in a 10-year 

period. This deal implied the net debt reduction by a 

similar amount and had no impact on EBITDA as it 

had already been booked as revenues in 2006 and 

2007. According to Portuguese regulation, tariff deficits 

and deviations are remunerated at a cost of carry of 

EUR ibor + 50bps. 

Operating Income Statement – Distribuition in 
Portugal 
(EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Concession fees
Other operating costs / (revenues)

Operating Costs

EBITDA (1)

EBITDA/Gross profit

Provisions for risks and contingencies
Depreciation and amortization
Compensation of subsidised assets' depreciation

EBIT
EBIT/Gross Profit 5,3pp

266.0
41.6%

∆ 08/07

-94.6%

15.7%

5.3%

2,8pp

8.4%

0.4

2.6

128.3

6.8

1H08

97.1

1H07

639.4693.3

131.4
-6.0%
2.4%

91.3

(43.2)

26.1% 20.8%

46.2

385.6

44.4%

2.7

307.7

41.3
113.9 104.0

0.5%

12.0%
9.4%

3.3%

169.4

373.4

168.5

36.0%

(42.4) -1.8%

181.1 133.1
 

Gross Profit – Distribution in Portugal 
(EUR million)

Electricity Sales & Tariff Deviations and Deficits Accounted as Reve
Electricity Purchases

Electricity Gross Profit
(-) Tariff Deficit's Accounting Adjustment Reposition (2)

Adjusted Electricity Gross Profit

Total Allowed Revenues 

- -
632.9 7.8%

7.4%

8.5%

2,917.3 2,319.5 25.8%
32.7%2,237.5

1H08 1H07 ∆ 08/07

1,686.6
679.8 632.9

682.3 629.0

(2.4)
682.2
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Controllable operating costs (supplies & services and 

personnel costs) decreased 1.2% year on year.  The 

growth in supplies and services costs was mainly 

diven by higher commercial costs,  in the distribution 

grid activity,  and to a lower extent by new costs with 

management of electricity purchases in the regulated 

supply activity, following the new rules of MIBEL from 

July 2007 onwards. Personnel Costs decreased by 

6.0% Year on year (3.0% excluding severance 

payments and personnel costs capitalization), 

reflecting the 7.8% year on year decrease in the 

number of employees year on year. Recall that in the 

fourth quarter of 2007 the company managed to 

anticipate its HR Restructuring Program, which 

translated into a total of 512 retirements and early 

retirements agreed and signed in the 4Q07, out of 

which 228 left the company in 2007, while the 

remaining 284 signed to leave in 2008 (some of these 

already left the company during the first half of 2008). 

Costs with social benefits increased 12.0% Year on 

year, reflecting an increase in pension premiums as 

well as higher provisions for medical care. As a result, 

the efficiency ratio Clients/Employee improved 9.5% 

Year on year to 1.286, converging to Iberian best 

practices.  

Electricity distribution and regulated supply activities in 

Portugal will start in January 2009 a new regulatory 

period: 2009-2011. The new regulatory assumptions 

and regulated revenues for these companies over the 

next 3 years should be proposed on a preliminary 

base by ERSE on 15 October 2008, and final figures 

should be published until 15 December 2008. 

IV .2 .3 .2 .  D is tr ibut ion  in  Spa in  

In the first half of 2008, the volume of electricity 

distributed in Asturias increased 1.7% year on year. 

Our electricity distribution activity in Spain showed a 

gross profit increase of 11.8% year on year to EUR 

81.7 million in the first half of 2008, reflecting a 3.9% 

year on year increase of regulated revenues 

recognized in the 2008 tariffs and a EUR 5.1 million 

increase in services rendered due to non-recurrent 

regulatory revenues from previous years. 

 

 

 

 

 

Operating Income Statement – Distribution in 
Spain 

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Other operating costs / (revenues)

Operating Costs

EBITDA
EBITDA / Gross Profit

Provisions for risks and contingencies
Depreciation and amortization
Compensation of subsidised assets' depreciation

EBIT
EBIT / Gross Profit

81.7 73.1

30.2

11.4 12.7

0.1 -

60.4%

26.5 6.2%
-10.1%

1H07 ∆ 08/07(EUR million) 1H08

11.8%

28.1

(10.8) 48.6%
35.3 28.9 22.2%

13.8 15.2

13.0%
41.8% 41.3% 0.4 pp

34.1

-
-9.5%

(1.6) (1.2) -30.4%

46.4 44.2 4.9%
56.8% -3.7 pp

158.0%
(5.5)

0.51.3

 

Regulated Revenues – Distribution in Spain 
Regulated Revenues (€ m)

Transmission
Distribution
Supply

Electricity Regulated
3.9 3.3%

66.8 63.2 5.6%
2.1 3.0 -31.3%

1H07 ∆ 08/07

72.8 70.1 3.9%

1H08

4.0
 

Operating costs increased 22% year on year, or +EUR 

6.4 million, to EUR 35.3 million in first half of 2008. 

Excluding the impact from the EUR 3 million capital 

gain in first six months of 2007 with the disposal of two 

substations to REE (Quart and Elche), booked at the 

level of other operating costs, operating costs rose 

11% year on year mainly due to a decrease in own 

work capitalized expenses. 

All in all, EBITDA from our Spanish distribution activity 

improved 4.9% Year on year to EUR 46.4 million in 

first half of 2008. 

Electricity tariffs in Spain were not enough to cover for 

electricity procurement costs, reflecting into a EUR 79 

million first half of 2008 tariff deficit for HC Energia, 

which compares with a EUR 74 million tariff deficit in 

2007.  

Although 2007 tariff deficit ex ante was EUR 1.5 

billion, the real 2007 tariff deficit was EUR 1.3 billion. 

On top of this, the first quarter of 2008 the tariff deficit 

ex ante was set at EUR 1.2 billion. In June 2008, the 

Spanish government’s attempt to close the 

securitization of EUR 2.7 billion tariff deficit (2007 and 

first quarter of 2008) was closed with an amount of 

EUR 1.3 billionn, which only correspond to the real 

2007 tariff deficit. The cash proceed received by HC in 

July due to this deal was EUR 79 million. 

As mentioned below, the increase in Spanish 

regulated electricity tariffs in the second half of 2008 

results in a  tariff deficit ex-ante defined for the period 

April-September of EUR 2.7 billion.  
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This amount will be added to the EUR 1.4.billion (that 

were not securitized in June) being expected another 

attempt to close the securitization of EUR 4.1billion 

tariff deficit in the end of September. 

In what regards the 2006 tariff deficit, even though the 

final amount to be recovered was not defined yet, a 

provisional amount is being recovered through the 

tariffs, during a 15 years period that started in 2007. 

In January 2008, electricity tariffs in Spain have been 

increased 3.3% and an additional 5.6% in July, 

assuming a 61.1EUR /MWh average wholesale price 

of electricity during the lasts six months of the year 

(excluding ancillary services). From July onwards, the 

Spanish government approved the transfer of high 

voltage industrial users, excluding the users of the G4 

tariff, to the liberalized market, with no possibility of 

coming back to the regulated price and with a 

transitional price until they sign new contracts with the 

supply companies. 
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IV .2 .4 .  GAS IN  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 by 

equity method). 

Operating Income Statement – Gas i In  Iber ian 
Peninsula   
(EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Other operating costs / (revenues)
Operating Costs

EBITDA
EBITDA / Gross Profit

Provisions risks and contingencies
Depreciation and amortization
Comp. of subsidised assets' depr.

EBIT
EBIT / Gross Profit

88.7 78.7 12.7%
58.2% 55.6% 2.6 pp

23.5 21.8 7.9%
(2.2) (1.5) -50.3%

73.7% 70.2% 3.5 pp

2.3 0.3 602.5%

40.0 42.2 -5.2%

112.3 99.4 13.0%

0.3 0.2 20.7%
1.2 7.0 -82.8%

25.0 23.1 8.2%
13.6 11.9 13.7%

1H08 1H07 ∆ 08/07

152.3 141.6 7.6%

 

IV .2 .4 .1 .  Gas –  Regula ted Ac t iv i t y  

Our gas regulated activity includes the EDP Gás' (ex-

Portgás) gas distribution concession in the north of 

Portugal (72% owned by EDP), and Naturgas gas 

distribution and transmission networks in the Basque 

Country and Asturias in Spain (63.51% owned by 

EDP).  

Operating Income Statement – Gas Regulated 
Activity in Iberian Peninsula 
(EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Other operating costs / (revenues

Operating Costs
OPEX / Gross Profit

EBITDA
EBITDA / Gross Profit

Provisions risks and contingencies
Depreciation and amortization
Comp. of subsidised assets' depr.

EBIT
EBIT / Gross Profit

Total

110.1 106.6

1H08 1H07 ∆ 08/07

3.3%

16.9 17.6 -3.5%
12.1 10.8 12.1%

0.2 0.2 23.2%
(3.3) 2.0 -

25.9 30.6 -15.1%

84.1 76.0 10.7%

23.6% 28.7% -5.1 pp

21.6 8.2%

76.4% 71.3% 5.1 pp

2.3 0.3 762.8%
23.3

55.2% 52.2% 3.0 pp
60.8 55.7 9.1%

(2.2) (1.5) 50.3%

 

Operating Income Statement – Gas Regulated 
Activity in Portugal and Spain 
(EUR million)

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Other operating costs / (revenues

Operating Costs
OPEX / Gross Profit

EBITDA
EBITDA / Gross Profit

Provisions risks and contingencies
Depreciation and amortization
Comp. of subsidised assets' depr.

EBIT
EBIT / Gross Profit

Portugal Spain
∆ 08/07

13.6 -16.4%
8.1 13.4%

0.2 28.7%

0.2 18.0%

70.9%
56.3 16.0%

1.2 -

23.1

41.6 19.7%
52.4% 7.6 pp

7.7 pp

4.6%

-23.0%

∆ 08/071H071H081H08 1H07

27.0 27.2 -0.7% 83.1 79.4

5.6 3.9 40.8% 11.4
2.9 2.6 8.0% 9.2
0.0 0.0 - 0.2

(0.3) 0.9 - (3.1)

8.2 7.5 9.1% 17.8

-2.7 pp 78.6%
-4.5% 65.3

29.1% -7.7 pp

18.8 19.7

30.3% 27.6% 2.7 pp 21.4%

69.7% 72.4%

15.3 8.7%7.0% 16.6
2.0 0.1 - 0.2

(0.8) 77.3%
6.7 6.3

(0.8) (0.7) 20.4% (1.4)

10.9 14.0 -22.3% 49.8
40.4% 51.7% -11.2 pp 60.0%

 

Overall, our gas regulated activity showed a 10.7% 

year on year growth of EBITDA to EUR 84.1 million, 

reflecting the 3.7% increase in the number of supply 

points to 863,000 customers (+31,000 customers 

connected), a 4.6% increase in the extension of our 

networks to 8,635 Kms and 3.9% increase on volume 

of gas distributed.  

Regulated Revenues – Gas Regulated Activity in 
Portugal and Spain 
(EUR million)

Spain
Transport
Distribution
Regulated Suppy

Portugal

Regulated Revenues 103.0 -0.3%

6.0 -41.8%

27.0 27.2 -0.7%

8.2 -1.3%
64.0 61.6 4.0%

1H07 % ∆ 

75.7 75.8 -0.2%

1H08

8.1

3.5

102.6  

In Spain, our gas regulated revenues remained flat at 

EUR 75.7 million infirst half of 2008: 

 - Gas distribution regulated revenues grew by 4.0% to 

EUR 64.0 million reflecting  2.1% year on year 

increase in the number of supply points in our 

distribution network to 675,000 customers (14,000 

additional customers connected), and a 4.0% year on 

year increase in the extension of our gas distribution 

network to 5,280 kms. The volume of gas distributed 

grew 3.9% Year on year comparing with a 0.6% grow 

of conventional gas demand in the Spanish market.  

- Gas transmission regulated revenues fell by 1.3% 

year on year to EUR 8.1 million, penalised by EUR 0.3 

million non-recurrent revenue in first six months of 

2007.  
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- Regulated supply revenues fell 42% year on year to 

EUR 3.5 million, reflecting the massive transfer of gas 

consumers from the regulated tariffs to liberalized 

suppliers, anticipating the end of gas tariffs by June 

2008. From July-08 onwards Naturgas became the 

last resource regulated gas supplier in the Basque and 

Asturias regions and will continue to supply final 

clients that opt for continuing to pay the regulated last 

resource supply tariff based on the CMP reference gas 

sourcing tariff. 

Gross profit in Spain had a positive contribution from 

other activities not included in regulated revenues, like 

inspections services and meter rentals reflecting 2x 

increase from EUR 3.6 million in first six months of 

2007 to EUR 7.4 million in first half of 2008, following a 

change in legislation which allowed the pass-through 

of the cost of this services from distribution companies 

to distribution clients, from 2007 onwards.  

In Portugal, our gas regulated revenues decreased by 

0.7% year on year to EUR 27.0 million, reflecting a 

provision accounted due to potential accumulated gas 

losses in meters. This fact offset the good performanc 

in terms of operating figures with a 9.7% year on year 

increase in the number of supply points to 188,000, 

the 3.2% growth of gas volumes distributed and a 

6.2% increase of the extension of our network to 3,046 

kms. Penetration rates and efficiency ratios improved 

significantly year on year as shown by the ratio 

clients/Kms, up to 62 in first half of 2008 from from 60 

in first six months of 2007. 

In April 2008, EDP Gás concluded the renegotiation of 

its concession contract with the Portuguese State, 

extending the concession period to 40 years (starting 

in January 1st 2008) and ensuring the maintenance of 

the concession’s economic and financial balance, the 

remuneration of the distribution activity and the 

periodic valuation of the respective assets, according 

to the terms and conditions established by the 

Portuguese regulator ERSE and considering the 

regulatory change in the gas distribution sector, which 

became effective from July 2008 onwards. 

Following the release of the regulated revenues for the 

Juyl-08/June-09 period, there are still some pending 

issues regarding the pass-through to tariffs of some 

assumptions agreed in the new concession contract 

which are expected to be clarified over the current 

regulatory year. The main assumptions by ERSE 

regarding the July 2008 to June 2011 regulatory period 

include the setting of a Regulated Return on Assets of 

9%. 

Operating costs decreased by 15.1% helped by a EUR 

5.9 million non-recurrent capital gain with real estate 

disposals in Spain included in other operating 

costs/revenues  in first half of 2008. 

IV .2 .4 .2 .  Gas –  Act i vidade  L ibera l izada  

Our gas liberalised activity includes gas supply 

business (through Naturgas and HC Energia in Spain 

and EDP Gás.Com in Portugal) and  wholesale gas 

sourcing activities. EBITDA from gas liberalized 

activity grew 20.4% year on year, to EUR 28.2 million. 

 

Operating Income Statement – Gas Liberalised 
Activity in Iberian Peninsula 

Gross Profit

Supplies and services
Personnel costs
Costs with social benefits
Other operating costs / (revenues)

Operating Costs
OPEX / Gross Profit

EBITDA
EBITDA / Gross Profit

Provisions for risks and contigencies
Depreciation and amortization
Compensation of subsidised assets' depreciation

EBIT
EBIT / Gross Profit

28.2 23.4 20.4%

14.7 11.6 26.8%
34.4% 33.2% 1.1 pp

-21.0%
- 0.1 -

65.6% 66.8% -1.1 pp

0.0 0.0 4.3%
4.5 4.9 -9.1%

8.7 5.5 58.7%
1.5 1.2 28.3%

42.9 35.0 22.5%

1H07 ∆ 08/07(EUR million) 1H08

27.9 23.0 21.3%
65.1% 65.8% -0.7 pp

0.2 0.3
- - -

 

Our gas sourcing activity is currently based on an 

existing 4.8bcm/year portfolio of long term contracts 

which include 4 contracts currently at cruise speed in 

terms of deliveries (1bcm/year with Trinidad & Tobago, 

currently swapped with Gas Natural, 0.5bcm/year with 

ENI, 1.2bcm/year with Galp and 0.5bcm/year with Gas 

Natural) and a new contract of 1.6bcm/year with 

Sonatrach, signed in 2007, with deliveries starting in 

April 2008, which is expected to reach cruise speed by 

2010.  
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This portfolio of gas sourcing contracts is managed on 

an integrated way taking into consideration the fuel 

needs of our current 2,000 MW CCGT fleet, the 1,200 

MW CCGT capacity currently under construction and 

other retail gas supply activity in Spain and Portugal. 

The 49% year on year increase in the volume of gas 

sourced in first half of 2008 is related with an 

integrated management of the existing contracts and 

the delivery of the first gas volumes by Sonatrach in 

April 2008. 

The volume of gas sold to clients in the retail 

liberalized market grew by 49% Year on year versus a 

11.7% year on year increase of conventional gas 

demand in the Spanish gas liberalized market. This 

growth rate clearly above market average was similar 

both in the industrial segment, with the closing of new 

contracts with some large clients, and in the residential 

segment, following a 54% increase in the number of 

clients. Note that gas supply tariffs ended in Spain by 

June 2008, and this fact has been a key driver from 

the massive switching of clients from the regulated 

tariff system to the liberalized market. This increase of 

market share both in terms of volumes and number of 

customers reflects the growth of our competitive gas 

sourcing portfolio and the strong commercial 

capabilities of our Naturgas/HC Energia commercial 

platforms in Spain. 

Our average gross margin per MWh sold in gas supply 

decreased by 6.3% Year on year, due to an increase 

in the average purchase cost in line with the 

movement of CMP. The increase of operating costs, 

mainly in supplies and services, is related to the 

reinforcement of commercial platform in Spain, namely 

through higher marketing and commercial team costs. 

 

 

 

 

 

 

 

 

IV .2 .5 .  BRAZIL  

EDP’s activities in Brazil, through Energias do Brasil 

(owned 64.8% by EDP), where negatively affected by 

the reduction of the amount of regulatory receivables 

recovered in first half of 2008 and the adverse tariff 

revisions for the new regulatory periods. In first half of 

2008, Energias do Brasil's contribution to consolidated 

EBITDA benefited from 4.0% appreciation of the Real 

against the EUR o, with an average BRL/EUR o rate of 

2.72 in first six months of 2007 evolving to 2.61 in first 

half of 2008 (+EUR 12 million impact at the EBITDA 

level). 

Operating Income Statement – Energias do Brasil 
(BRL million)

Gross Profit

Supplies and services
Personnel costs and soc. benefits
Other operating costs/(revenues)
Operating Costs

EBITDA
EBITDA / Gross Profit

Prov. for risks and contigencies
Depreciation and amortization
Comp. of subsid. assets' depreciat

EBIT
EBIT / Gross Profit -13p.p.39.5% 52.3%

472.4 718.5 -34.3%

11.9 19.6 -39.6%

878.3 -11.4%

201.4 191.4 5.2%

1,195.8 1,373.1 -12.9%

1H08 1H07 ∆ 08/07
Consolidated

(12.9)

417.9 494.8 -15.5%

156.1 2.7%

1p.p.

3.6%
99.7%

-61.8%

65.0% 64.0%

56.2
160.3

147.3

(13.3)
306.5 153.5

777.9

 

In first half of 2008, Energias do Brasil's EBITDA 

decreased by 11.4% to BRL 777.9 million. EBITDA in 

generation activity increased by 49.7% year on year 

impacted by a one-off increase in electricity sales by 

Enerpeixe in first quarter of 2008, taking advantage of 

higher prices in the residual market, and by an 

increase in the average selling price due to the 

readjustment of some contracts and the start of new 

contracts with higher prices. In distribution, EBITDA 

decreased by 30.5% driven essentially by: i) impact of 

tariff revisions occurred in our distribution companies, 

ii) energy costs higher than the ones considered on 

tariff assumptions and iii) the decrease in receivement 

through tariffs of regulatory receivables accumulated in 

previous years which was partially offset by iv) 

demand growth. Excluding non recurrent tariff 

deviations normalized EBITDA in distribution would 

have decreased 22.1%, to BRL 503.6 million. EBITDA 

of liberalized supply increased by 18% year on year, 

following an increase by 29% in the average selling 

price of supply market.  
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Operating costs of Energias do Brasil decreased by 

15.5%. Excluding one-offs (regulatory costs which in 

first six months of 2007 are compensated at the gross 

profit level), operating costs decreased by 3.4% bellow 

inflation 13.4% (IGP-M 12 months): 

a) supplies and services' increase of 5.2%, essentially 

due to: i) the increase in expenditure with maintenance 

of distribution networks due to market expansion and 

ii) operating efficiency programs, IT expenses, call 

centers and customer services; 

b) a 61.8% decrease in “Other operating costs” is 

explained by: i) one-off regulatory costs which in first 

six months of 2007 had been compensated at the 

gross profit level and ii) a decrease in provisions for 

doubtful clients in distribution. Excluding the one-off 

cost booked in first six months of 2007, “Other 

operating costs” would have decreased by 35%. 

Depreciation and amortization of Energias do Brasil 

increased by 100% due to an accelerated amortization 

(impairment) of Enersul by an amount of EUR  49.6 

million (BRL 130 million) as a result of regulatory 

imports. 

In June 2008, Energias do Brasil and Grupo Rede 

agreed to an asset exchange which object consists in 

a swap of Enersul by the company shareholdings 

owned on Rede Lajeado which assure a managing 

control position in Lajeado Hydro plant (902.5 MW). 

This operation’s closing will be subject to approval by 

the Brazilian energy sector regulator. 

Operating Income Statement by Business Area – 
Energias do Brasil 

(BRL million)

Gross Profit

Supplies and services
Personnel costs and soc. benefits
Other operating costs/(revenues)
Operating Costs

EBITDA
EBITDA / Gross Profit

Prov. for risks and contigencies
Depreciation and amortization
Comp. of subsid. assets' depreciat

EBIT
EBIT / Gross Profit 67.7% 8.9p.p. 69.5% 4.4p.p.65.2%

24.1 18.7%345.4 562.5 -38.6% 253.6 162.4 56.2% 28.6

11.4 19.6 -41.9% 0.5 0.0 - - - -

472.6 680.5 -30.5% 294.1 196.5 49.7% 28.7 24.3

170.8 165.4 3.3% 15.9 2.4 2.1 13%

823.9 1,097.5 -24.9% 330.8 41.1

∆ 08/07 1H08 1H07

37.0 11.2%

∆ 08/07 1H08

239.7 38.0%

1H07 ∆ 08/07
Distribution Generation Supply

1H07

41.9% 51.2% -9.3p.p. 76.7%

- - -(12.9) (13.3) 3.6% -
34.1 18% 0.1 0.2 -6.6%

- -

82.0% 6.9p.p. 69.9% 65.6%57.4% 62.0% -4.6p.p. 88.9%

-2.6%12.4 12.7351.3 417.0 -15.8% 36.7 43.2 -15.1%
41.6 126.1 -67.0% 8.3 12.2 -31.8% 7.5 6.4

138.9 125.6 10.6% 12.4 14.2 -12.4% 2.4 4.2

4.3p.p.

-

128.6 111.7 15.1% 40.1

16.8 -5.3%
-42%

18%

1H08

 

IV .2 .5 .1 .  Generat ion  and Supply in  Braz i l  

In first half of 2008, Energias do Brasil had an installed 

capacity of 1,044 MW. The generation volumes sold 

increased by 11.7% is explained by higher energy 

availability in the Group’s power plants and a seasonal 

increase of energy sales in the first quarter of 2008 by 

Enerpeixe which allowed it to take advantage of higher 

prices in the residual electricity market in first quarter 

of 2008. As referred in 1Q07 results release, this effect 

will be smoothed in the following quarters. The 

electricity generated increased by 10.1% due to 

maintenance works in Lajeado during first six months 

of 2007. 

 

Gross Profit – Generation in Brazil  
(BRL million)

Lajeado (27.65%)
Enerpeixe
Energest (13 Hydro plants)
Total

70.9 52.0%
331 240 38.0%

1H08 1H07 ∆ 08/07

42.1 44.5 -5.4%
181.0 124.3 45.6%
107.8

 

On July 2008, Energias do Brasil announced that the 

construction of Pecém coal plant has started, project in 

which it holds a 50% stake in partnership with MPX 

Mineração e Energia. The conditions contracted in the 

electricity auction promoted by the Brazilian regulatory 

authorities include the availability of an installed 

capacity of 615 MW for a 15-year term starting in 

January 2012 and a gross profit of BRL 417.4 million 

per year (amount at 2007 nominal prices to be 

updated at inflation) with the full pass through of fuel 

costs. According to the engineering and procurement 

signed with suppliers, the new plant will represent a 

USD 1.2 billion capex. The project should be financed 

with 75% of long term debt with the Brazilian 

development bank BNDES and in the market. Until the 

end of 2008, we expect an estimated capex to the 

construction of Pecém around BRL 300 million.  

This year, Energias do Brasil has established a new 

business unit, EDP Renováveis Brasil (EDP 

Renováveís 55%; Energias do Brasil 45%), which will 

hold the company’s investments in renewable sources 

of energy in South America. In June 2008, EDP 

Renováveis Brasil acquired of 100% of CENAEEL for 

BRL 51.3 million (Enterprise Value). CENAEEL has 2 

wind farms currently in operation with an installed 

capacity of 13.8 MW. The energy is contracted through 

Proinfa (9 MW) and a bilateral agreement (4.8 MW). 

Besides the operating sites, there is also a 70 MW 

expansion project that could be developed. 
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EDP Renováveis Brasil is developing feasibility studies 

in partnership with Cemig to analyze the potential 

implementation of 500 MW wind farms in the States of 

Minas Gerais and Espírito Santo. Energias do Brasil 

has also entered into a Memorandum of 

Understanding with the Government of Espírito Santo 

that foresees the analysis of projects with a combined 

capacity of more than 200 MW. 

On April 2008, Energias do Brasil signed an 

agreement with Petrobras for the supply of natural gas 

to UTE Resende and UTE Norte Capixaba projects 

(1,000 MW). However, the actual sale of the energy to 

be generated by the two CCGT’s projects will depend 

on the commercial and financial terms attained in the 

auction. 

Regarding new hydro capacity, the installation license 

to begin the construction of Santa Fé mini-hydro was 

issued in the beginning of October 2007. Santa Fé will 

have an installed capacity of 29 MW (assured energy 

of 16 MW) and should start-up in Jul-09. The total 

estimated investment for the construction is BRL 120 

million.  

Additionally, ANEEL ratified a 17.5 MW and a 5 MW 

power upgrade in the Mascarenhas and Rio Bonito 

Hydro Plant. The additional capacity should be fully 

operational by the end of 2009. The ratification 

process for the 2.3 MW power upgrade to Suíça Hydro 

Plant is currently in progress, and should be 

operational in 2009. Assured energy from both power 

upgrades (11.7 average MW) has been contracted in 

the liberalised market at BRL 130/MWh. 

Moreover, Energias do Brasil is also carrying out 

feasibility studies for new hydro projects with a total 

installed capacity of 1,439 MW. 

Electricity volumes sold to liberalized customers 

decreased 1.4% year on year but the electricity spot 

market price had an average increase of 29% which 

allowed a margin improvement supported by a growth 

in the gross profit of Enertrade of 11.2%. 

 

 

 

 

IV .2 .5 .2 .  D is tr ibut ion  in  Braz i l  

The gross profit of the Distribution Companies in first 

half of 2008 decreased 24.9% impacted by: (3) higher 

than expected energy costs versus the ones assumed 

in tariffs’ calculation which will be recover in the next 

annual tariff revisions, (2) tariff revisions occurred in 

our distribution companies and (4) the decrease year 

on year in cash-in through tariffs of regulatory 

receivables accumulated in previous years which were 

partially offset by (1) a 2.6% year on year growth of 

electricity distributed volumes. On a normalized base, 

gross profit decrease by 7.9% year on year. 

Gross Profit – Distribuition Activity in Brazil  
(BRL million)

IFRS Gross Profit

Rationing Losses and Parcela A
Adjustments of Tariff Revisions 
Tariff dev. in recuperation
Tariff dev. to be recovered
Others

Brazilian GAAP Gross Profit

Regulatory Receivables 115 425 -73.1%

770 835 -7.9%

31 (34) -
38 (20) -

- (39) -
(113) (75) -51.0%

1,098 -24.9%

(11) (94) 88.9%

Distribution
1H08 1H07 ∆ 08/07

824

 

1. Recurrent growth of electricity distribution gross 

profit: Total electricity distributed by Energias do Brasil 

increased 2.6% year on year supported by an increase 

in the number of clients (5.1%), an increase of 

consumption per capita and reflecting a strong 

economic growth namely at Bandeirante and Escelsa 

regions. 

2. Tariff revisions: New regulatory period for all 

distribution companies set a decrease in tariffs (see 

table).  

3. Negative tariff deviation: Distribution gross profit in 

first half of 2008 includes a BRL 31 million negative 

tariff deviation from energy procurement costs higher 

than the ones set in the regulator’s assumptions for 

tariff calculation. Note that in first six months of 2007 

distribution gross profit recorded a BRL 34 million 

positive tariff deviation. These non recurrent 

component of gross profit will be recovered to the 

system through a positive impact in the next annual 

tariff adjustment. 
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4. Recovery through tariffs of regulatory receivables 

accumulated in the past: The regulatory receivables 

which the system owed us due to lower than expected 

gross profit in past periods and that our distribution 

activity is recovering through tariffs decreased 55% 

year on year from BRL 229 million to BRL 103 million. 

In first half of 2008, our distribution activity had total 

regulatory receivables of BRL 115 million, which 

should be recovered over the next quarters, meaning 

that Energias do Brasil distribution gross profit is 

expected to continue to be positively impacted by the 

cash-in through tariffs of these receivables.   
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IV .3 .  EDP ’S  MAIN R ISKS  FOR THE  SECOND SEMESTER  OF  2008  

 

The EDP Group maintains  a low level of risk, because 

on the one hand, the lower exposure of its lines of 

business to market risk and, secondly, because of its 

policy of further growth in low risk activities, including 

renewable generation, and implementation of 

appropriate hedging policies to mitigate the financial 

risks of fuel and price and volume of electricity 

purchased or sold into market. Also, the structure of 

the risk management of the Group ensures a 

continuous assessment of regulatory, environmental, 

credit and operational risks, to ensure its efficient 

management and anticipation of measures, where 

appropriate. 

 

In this context it’s not expected to register relevant 

changes in the Group's exposure to risk for the 2nd 

half of 2008. Rather, the recent public offer of selling of 

EDP Renováveis, through a capital increase of 1,550 

million Euro, has strengthened the structure of capital 

of EDP Group, which was reflected in the revision of 

credit rating from Standard & Poor's, from A-negative 

outlook to stable outlook.  

 

In generation and supply of electricity and gas in the 

liberalized market in Portugal and Spain, it is expected 

that the recent rise in fuel prices have a very limited 

impact on the 2nd half of 2008, resulting from the 

anticipated buying at fixed prices of: a very high 

percentage of the expected volume of electricity 

generation by the power plants of EDP and fuel and 

CO2 emissions needed to ensure that production, 

resulting in a very significant reduction of the volatility 

of gross margin for this business for the 2nd half of 

2008. 

 

However, it is a source of concern this unfavourable 

global economic scenario, coupled with the rising price 

of fuel and inflation, about what is predicted to have 

more impact in 2009, although moderate, in Portfolio 

business of EDP. Indeed, it has to be noted: 

 

• Slowdown in growth of electricity 
consumption in the Iberian market. This is the 

result of the slowdown in economic growth, with 

little immediate significance in our sales in 

markets, and even less in the activities covered; 

 

• Increase in fuel prices. The questions that arise 

are closing positions on the market for 2009, 

currently under review within the policy of 

hedging that has been practicing. Similarly, the 

forecasts for the increase in the price of electricity 

anticipates a continuous loss of competitiveness 

of the liberalized market. 

 

• Amendment of the regulatory landscape for 
the supply of electricity to end consumer 
customers. As is known there is a goal to finish 

with the system of regulated tariffs set 

administratively, except in terms of last resort. 

Tariffs. This action is already felt in the Spanish 

market (end of the regulated tariff of high tension 

on July 1, 2008) and is expected to be deepened 

in 2009 and launched in the Portuguese part of 

MIBEL. The Group considers this a positive 

development as it provides the setting of prices 

through competitive positions in market and the 

planned harmonization of rules of MIBEL, 

between Portugal and Spain. EDP Group is 

prepared to act in the new framework, both in 

terms of its commercial position, or the 

adjustment of positions in its Trading portfolio. 

This last activity is key to the optimization of the 

means of generation of the Group, and the 

creation of value to an acceptable level of risk, 

through the appropriate balancing of hedging and 

the close coordination of positions with 

Commercial activity, with respect to hiring end 

consumers customers. 
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• During the 2nd half of 2008, EDP will continue 
to develop its ambitious program of organic 
growth: the construction of an average installed 

capacity of wind 1.4GW per year in the U.S. and 

EU, the start of the program of building more than 

1200 MW of hydro capacity in Portugal between 

2008 and 2014, the construction of 800 MW of 

capacity to CCGT’s in Lares, Portugal with entry 

into operation planned for the 3rd quarter of 2009, 

and the construction of new coal plant in Pécem, 

Brazil with entry in operation scheduled for 2012. 

The high volume of work being done at the level 

of construction of new production capacity, is 

undoubtedly a major challenge over the next six 

months to ensure the entry of these plants in 

operation within the due dates and in line with the 

estimated costs. 

 

• Amendment of the European regulatory 
landscape. It is known the need to stabilize a 

regulatory framework at EU level to simplify 

processes and motivate companies to invest in 

this geographical area regarding a fair return on 

those investments and a clear level of risk within 

their environmental policies and organizational 

structure markets. The most complex relate to the 

technological options for the replacement of 

thermal power wrecks and modernization which 

drags in itself a positive effect on reducing CO2 

emissions, and the need of new production of this 

type. For the moment this question is not relevant 

to the Group as it has privileged the effort of 

investment in renewable generation and in power 

plants with the best available technology - 

combined cycle gas turbine (CCGTs) - both in 

terms of energy efficiency, and environmental. 
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V.  PERFORMANCE OF EDP ON THE  STOCK MARKET

 

Main events affecting EDP’s share price 

 

 

 

 

 

 

 

 

 

 

 

# Date Description

1 2-Jan Horizon closes a USD 600 million transaction with institutional equity investors

2 8-Jan EDP lauches tender for the Alqueva Hydro plant repowering 
3 9-Jan Energias do Brasil has new board
4 19-Feb EDP aquires 1.050MW of early wind projects in the USA
5 26-Feb EDP exercises put option over 40% of Edinfor
6 26-Feb EDP establishes new renewable energy unit in South America

7 31-Mar EDP tranfers the right to receive the portuguese tariff deficit related to 2006 and 
2007

8 1-Apr Construction and operation of Foz Tua hydro plant awarded to EDP
9 8-Apr EDP acquires wind assets from EOLE 76 Group in France
10 9-Apr EDP and IPIC agree a framework for mutual cooperation
11 9-Apr IPC notifies EDP of a 2% ownership in EDP's share capital
12 11-Apr ANEEL aproves the 2008 tariff reset for Enersul

13 11-Apr Portgás executes concession agreement for regional distribution of gas in the 
northern area of Portugal

14 29-Apr EDP signed credit facility for €925m
15 6-May EDP sells its stakes in Turbogás and Portugen

16 14-May EDP to purchase from Acciona up to 782 MW of wind turbines to be delivered in 
2009-2011

17 15-May EDP Renováveis announces launch of its IPO at a price range of €7.40 to €8.90 
per share

18 26-May ERSE withdraw allowed revenues associated to meters in electricity distribution

19 2-Jun EDP Renováveis sets subscription price for its IPO shares at 8 euros per share

20 9-Jun EDP and Sonatrach sign a memorandum of understanding for a potential 
partnership in Latin America

21 18-Jun Energias do Brasil and Grupo Rede agree to an asset exchange which 
reinforces EDP Group's position in power generation in Brazil

22 19-Jun Competition Authority authorises operation of Alqueva and acquisition of mini-
hydros by EDP

23 1-Jul EDP starts construction of Baixo Sabor hydro plant and repowering of Alqueva

24 3-Jul Standard & Poor revised outlook on EDP from negative to stable 

25 17-Jul Construction of Fridão and Alvito hydro plants in Portugal awarded to EDP  
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VI .  CORPORATE  BODIES

 

In 2006, EDP adopted a two-tier model involving an 

Executive Board of Directors responsible for the 

management of the company, supervised by the 

General Supervisory Board. 

The statutes of EDP, entirely rewritten in 2006, 

incorporate key recommendations on transparency 

and efficiency applicable to corporate governance and 

include modern guidelines on corporate governance.

  

 

VI .1 .  Company s t ructure  

 

 

 

 

 

 

 

 

 

 

 

Functional Structures

Corporate Bodies
Company Officers

Other Statutory Officers

Corporate CenterBusiness Units

Environment and 
Sustainability 
Board

General Supervisory 
Board

Specific Committees

General Meeting

Remuneration 
Committee of the GMCompany secretary

Statutory Auditor Executive Board of 
Directors

Audit 
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VI . 2 .  Corporate  Bodies  

V I .2 .1 .  Genera l  Meet ing  

The General Meeting of Shareholders is the body that 

represents the shareholders. The officers of the 

General Meeting are the Chairman and Vice-

Chairman, elected by the General Meeting, and the 

Company Secretary.  

Board of General Meeting
Chairman Rui Eduardo Ferreira Rodrigues Pena
Vice-Chairman António Bernardo de Menezes e Lorena de Sèves 
Company Secretary Maria Teresa Isabel Pereira  
 

V I .2 .2 .  Genera l  Supervisory Board  

The EDP General Supervisory Board monitors and 

oversees, on a permanent basis, the activities of the 

EDP management, cooperating with the Executive 

Board of Directors and the various other corporate 

bodies and officers to pursue the interests of the 

company, under the terms stipulated in the Companies 

Code and in its Articles of Association. 

 

Under the terms of the Articles of Association, the 

current General Supervisory Board, which took office 

on 30 June 2006, has a mandate of 3 years. The 

Board is composed of 17 members, a majority of 

whom are independent, and who fulfil the qualification 

and experience requirements set forth in the legislation 

or regulations applicable to EDP.  

Ordinary meetings of the General Supervisory Board 

are held at least once every quarter and extraordinary 

meetings take place whenever convened by the 

Chairman, either on his own initiative or at the request 

of any of its members, the Executive Board of 

Directors or its Chairman. In the first half of 2008, the 

General Supervisory Board met 6 times.  

General Supervisory Board
Chairman António de Almeida
Vice-Chairman Alberto João Coraceiro de Castro Independent

António Francisco Barroso de Sousa Gomes Independent
Carlos Jorge Ramalho santos Ferreira
Diogo Campos Barradas de Lacerda Machado Independent
Eduardo de Almeida Catroga Independent
Fernando Manuel Barbosa Faria de Oliveira

José Maria Espírito Santo Silva Ricciardi
Khalifa Adbulla Kamis Al Romaithi
Manuel Fernando de Macedo Alves Monteiro Independent
Mohamed Meziane (em representação da Sonatrach)
Rui Eduardo Ferreira Rodrigues Pena Independent
Vasco Maria Guimarães José de Mello
Vital Martins Moreira Independent
Vítor Domingos Seabra Franco Independent
Vítor Fernando da Conceição Gonçalves Independent

Manuel Menéndez Menéndez (em representação da 
Cajastur Inversiones, S.A.)

 
 
During the first half of 2008, the Annual General 

Meeting held on 10 April 2008 resolved to elect as 

members of the General and Supervisory Board, until 

the end of the 2006-2008 mandate: Cajastur 

Inversiones, S.A., a company incorporated under 

Spanish law; Mr. Carlos Jorge Ramalho dos Santos 

Ferreira; Mr. Fernando Manuel Barbosa Faria de 

Oliveira; and Mr. Khalifa Al Romaithi. In July 10, 2008, 

Cajastur Inversiones, S.A., appointed Mr. José Maria 

Brandão de Brito as representative to exercise the 

office in replacement of Mr. Manuel Menéndez 

Menéndez, who resigned to such function.  

VI .2 .3 .  Execut ive  Board  o f  D i rec tors  

The Executive Board of Directors is responsible for 

managing corporate affairs under the terms of the 

Portuguese Companies Code and the Articles of 

Association and is elected by shareholders at the 

General Meeting.  The Executive Board of Directors is 

composed of 7 members. The Executive Board of 

Directors met 21 times in 2007.  

The Executive Board of Directors is organised 

according to the following management areas and 

corporate themes: 

: 
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VI .2 .4 .  Remunerat ion  Commit tee  o f  the  
GM 

The Remuneration Committee, elected at the General 

Meeting, is responsible for setting the remuneration of 

members of the corporate bodies, with the exception 

of the members of the Executive Board of Directors. 

Remuneration Committee of the GM
Chairman José Manuel Archer Galvão Teles

Parpública  

VI .2 .5 .  Envi ronment  and Susta inabi l i ty  
Commit tee  

The Environment and Sustainability Board has certain 

consultative powers, especially in terms of providing 

the Executive Board of Directors with advice and 

support to define the company’s environmental and 

sustainability strategy and issuing opinions and 

recommendations on the environmental impact of 

projects planned by the EDP Group. 

The Environment and Sustainability Board is 

composed of four recognised experts in the field of 

environmental protection, elected by the General 

Meeting: 

Enviorenment and Sustainability Board
João Ferreira do Amaral
Miguel St. Aubyn
Madalena Presumido
Graça Martinho  

VI .2 .6 .  S ta tutory Audi tor  

The company’s Statutory Auditor is responsible for 

examining the reporting of accounts and is elected by 

the General Meeting. 

Statutory Auditor
Permanent

Deputy Vítor Manuel da Cunha Ribeirinho, ROC

KPMG & Associados, SROC, S.A.  representada por 
Jean-éric Gaign, ROC

 
 

V I .2 .7 .  Company Secre tary 

The Company Secretary and his/her deputy are 

appointed by the Executive Board of Directors, 

exercise the powers set forth for them in the law and 

complete their terms at the same time as the 

Executive Board of Directors that appointed them. 

Company Secretary
Permanent Secretary Maria Teresa Isabel Pereira
Deputy Secretary Maria Virgínia Bastos dos Santos  
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VI .2 .8 .  Specia l ised Commit tees  o f  the  
Genera l  Supervisory Board  

Audi t  Commi t tee   

The Audit Committee is responsible for financial 

matters, the creation of such a body being mandatory 

for security-issuing companies listed on Euronext 

Lisbon, in accordance with Article 444.2 of the 

Companies Code.  

In accordance with the model of corporate governance 

adopted by EDP, the Audit Committee forms part of 

the General Supervisory Board.  It is composed of a 

minimum of three suitably qualified and experienced 

independent members, including at least one member 

with an advanced degree in auditing or accounting. 

The current members of this committee are: 

Audit Committee
Chairman Vítor Fernando da Conceição Gonçalves

António Francisco Barroso de Sousa Gomes
Manuel Fernando de Macedo Alves Monteiro
Vítor Domingos Seabra Franco  

 

Since it was formed in 2003, under the previous model 

of governance, the Audit Committee has always taken 

into account criteria related to the independence of its 

members, such as the inexistence of any employment 

relationship or contractual tie with EDP and its 

subsidiaries, or with shareholders with a holding of 2 

percent or more, or with entities in a subsidiary or 

group relationship with such shareholders. 

The Audit Committee met 9 times in the first half of 

2008.  

Remunerat ion  Commit tee  

The Remuneration Committee is a specialised 

committee of the General Supervisory Board whose 

duties involve setting the remuneration policy for the 

Chairman and other members of the Executive Board 

of Directors.  It is separate from the Remuneration 

Committee appointed by the General Meeting, which is 

responsible for setting the remuneration policy for the 

remaining corporate bodies.  

The Remuneration Committee is composed of suitably 

qualified and experienced members of the General 

Supervisory Board, a majority of whom are 

independent. 

. 

Remuneration Committee
Chairman Alberto João Coraceiro de Castro  

Eduardo de Almeida Catroga
Vasco Maria Guimarães José de Mello  

 

Corporate  Governance and 
Susta inab i l i ty  Commit tee  

The Corporate Governance and Sustainability 

Committee is a specialised committee of the General 

Supervisory Board, with the role to permanently 

monitor and supervise issues related to the corporate 

governance. 

The Corporate Governance and Sustainability 

Committee is composed by 7 members of the General 

Supervisory Board of suitably qualified and 

experienced, a majority of whom are independent 

Corporate Governance and Sustainability Committee
Chairman António de Almeida 

Alberto João Coraceiro de Castro
Diogo Campos Barradas de Lacerda Machado
José Maria Espírito Santo Silva Ricciardi
Manuel Fernando de Macedo Alves Monteiro
Vital Martins Moreira
Vítor Domingos Seabra Franco  
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VI I -  EDP SHAREHOLDER STRUCTURE ,  MEMBERS  OF  THE  MANAGING AND SUPERVISORY 
BOARD TRANSACTIONS AND TREASURY STOCK TRANSACTIONS

 

VI I .1 .1 .  EDP Shareholder  S t ructure  

Qual i fying  Hold ings  

In accordance with Article 8.1e) of CMVM Regulation 

4/2004, the following information is provided on the 

qualifying holdings of EDP shareholders in the first half 

of 2008:  

EDP Shareholder Structure
% %

Capital Vote

PARPÚBLICA - Participações Públicas, SGPS, S.A. 749,323,856 20.49% 20.64%
IBERDROLA - Participações, SGPS, SA 347,371,083 9.50% 5.00%
CAJA DE AHORROS DE ASTURIAS (CajAstur) 202,250,158 5.53% 5.00%
CAIXA GERAL DE DEPÓSITOS, S.A. 191,588,030 5.24% 5.00%
José de Mello - Soc. Gestora de Participações Sociais, S.A. 181,975,120 4.98% 5.00%
Grupo BCP + FUNDO DE PENSÕES DO GRUPO BCP 123,109,099 3.37% 3.39%
Pictet Asset Management 104,396,422 2.86% 2.88%
Sonatrach 81,713,076 2.23% 2.25%
BANCO ESPÍRITO SANTO, S.A. 73,317,240 2.01% 2.02%
IPIC 73,130,755 2.00% 2.01%
EDP (Acções próprias) 26,069,995 0.71%         -
Restantes Accionistas 1,502,292,881 41.09%

Total 3,656,537,715 100.00%

Shareholders N.º of Shares

Note: In accordance with the made use one in nº 3 of the Art. 14º of the Partnership contract of the EDP will not be considered the inherent votes to the 
category shares, emitted for a shareholder, in proper name or as representative of another one, that 5% of the totality of the corresponding votes to the 
capital stock exceed  
 

 

Shareholder  St ructure  
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The breakdown of the EDP shareholder structure by 

geographical area and investor type was as follows in 

the first six months of 2008: 
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VI I .1 .2 .  Al locat ion  o f  vot ing  r ights  
pursuant  to  ar t ic le  20  o f  the  Por tuguese 
Secur i t ies ’  code  

 
% %

Capital Vote

GRUPO CAIXA GERAL DE DEPÓSITOS
Caixa Geral de Depósitos 187,027,165 12.45% -
CGD Pension Fund 1,471,229 0.10% -
Companhia de Seguros Fidelidade Mundial, S.A. 2,825,683 0.19% -
Comp. Seg. Fidelidade Pension Fund 39,099 0.00% -
Império Bonança - Companhia de Seguros, S.A. 178,881 0.01% -
Via Directa - Companhia de Seguros, S.A. 13,490 0.00% -
Cares - Companhia de Seguros, S.A. 21,800 0.00% -
Multicare - Seguros de Saúde, S.A. 10,683 0.00% -
Total 191,588,030 12.75% 5.00%

CAJA DE AHORROS DE ASTURIAS (CajAstur) 
Cantabrica de Inversiones de Cartera, S.L. 147,402,092 4.03% -
Caja de Ahorros de Asturias (CajAstur) 54,848,066 1.50% -
Total 202,250,158 5.53% 5.00%

JOSÉ DE MELLO - SOC. GESTORA DE PARTICIPAÇÕES SOCIAIS, S.A.
José de Mello Energia, SGPS, S.A. 181,956,526 4.98% 5.01%
Company Officers 18,594 0.00% 0.00%
Total 181,975,120 4.98% 5.01%

GRUPO BCP + FUNDO DE PENSÕES DO GRUPO BCP
Company Officers 239,498 0.01% 0.01%
Fundação Banco Comercial Português 350,000 0.01% 0.01%
Banco Millennium BCP Investimento, SA 186,479 0.01% 0.01%
Banco Comercial Português, S.A .(Discretionary management) 43,528 0.00% 0.00%
BCP Group Pension Fund 122,289,594 3.34% 3.37%
Total 123,109,099 3.37% 3.39%

BANCO ESPÍRITO SANTO, S.A.
Banco Espírito Santo, S.A. 73,304,026 2.00% 2.02%
Members of corporate bodies 13,214 0.00% 0.00%
Total 73,317,240 2.01% 2.02%

INTERNATIONAL PETROLEUM INVESTMENT COMPANY (IPIC)
Sefora SARL 73,130,755 2.00% 2.01%
Total 73,130,755 2.00% 2.01%

N.º of SharesShareholders

The company Senfora SARL a Luxembourg company that is wholly and directly owned by IPIC, which is a company 
wholly owned by the government of Abu Dhabi.

Caixa Geral de Depósitos holds 100% of the share capital and voting rights of Caixa Seguros, SGPS, S.A., which in 
turn holds: i) 100% of the share capital and voting rights of Companhia de Seguros Fidelidade-Mundial, S.A., which 
in turn holds 100% of the share capital and voting rights of Via Directa - Companhia de Seguros, S.A.; ii) 70% of the 
share capital and voting rights of Império Bonança, SGPS, S.A., which in turn holds 100% of the share capital and 
voting rights of  Império Bonança - Companhia de Seguros, S.A.; iii) 100% of the share capital and voting rights of 
Cares - Companhia de Seguros, S.A. iv) 100% of the share capital and votings right of Multicare - Seguros de 
Saúde, S.A.

The company José de Mello Energia, SGPS,S.A. (formerly known as Baltic, SGPS, S.A.) is fully owned by José de 
Mello Participações II, SGPS, S.A., the entire share capital of which is held by José de Mello - Sociedade Gestora 
de Participações Sociais, S.A.

The company Cantabrica de Inversiones de Cartera, S.L. is fully owned by Caja de Ahorros de Asturias (CajAstur)

 
 
 

V I I .1 .3 .  EDP shares  held  by compan y 
of f icers   

In accordance with Article 447, number 5 of the 

Portuguese Companies Code, transactions of shares 

belonging to members of the corporate bodies 

between the year ending on 31 December 2007 and 

the first half of 2008 was as follows:  

Board of the General Meeting
Rui Eduardo Ferreira Rodrigues Pena 1,445 1,445
António Bernardo de Menezes e Lorena de Sèves 0 0
Maria Teresa Isabel Pereira (1) 3,065 9,257 9,257

General and Supervisory Board
António de Almeida 0 0
Alberto João Coraceiro de Castro 4,578 4,578
António Francisco Barroso de Sousa Gomes 4,135 4,135
Carlos Jorge Ramalho dos Santos Ferreira (3) 24,400 24,400
Diogo Campos Barradas de Lacerda Machado 260 260
Eduardo de Almeida Catroga 0 0
Fernando Manuel Barbosa Faria de Oliveira 0 0
José Maria Espírito Santo Silva Ricciardi 0 0
Khalifa Adbulla Kamis Al Romaithi 0 0
Manuel Fernando de Macedo Alves Monteiro 0 0
José Maria Brandão de Brito 0 0
Mohammed Meziane (em representação da Sonatrach) 0 0
Rui Eduardo Ferreira Rodrigues Pena 1,445 1,445
Vasco Maria Guimaráes José de Mello 0 0
Víctor Domingos Seabra Franco 0 0
Vital Martins Moreira 21,870 21,870
Vítor Fernando da Conceição Gonçalves 3,465 3,465

Executive Board of Directors
António Luís Guerra Nunes Mexia 1,000 1,000
Ana Maria Machado Fernandes 0 0
António Fernando Melo Martins da Costa 13,299 13,299
António Manuel Barreto Pita de Abreu 34,074 34,074
João Manuel Manso Neto 1,268 1,268
Jorge Manuel Pragana da Cruz Morais 12,497 12,497
Nuno Maria pestana de Almeida Alves 20,000 3.52 20,000 0

Note:
1) Part of the bonus paid out in shares

N.º Acções
31-12-2007

Average Price 
Purchase/Sale

Movements in 
1H08

N.º of Shares
30-06-2008

 
 

VI I .1 .4 .  Treasury Stock  Transact ions  

Acquired Volume 22,900,371
Sold Volume -12,342,061
Final Position 26,069,995
Peak price (€) 4.61
Minimum price (€) 2.21
Average Price (€) 4.05

Treasury Stock Transactions

 

The treasury stock transactions occured during first 

half of 2008, did not exceed in net terms 1% of the 

share capital neither were acquire share capital 

representing more than 0.05% of the listed capital in 

the same market session. 
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VI I I .  CONDENSED F INANCIAL  STATEMENTS

AS OF  30 T H  JUNE 2008  
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