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RESPONSIBILITY STATEMENT

The Managing Direclors of the Company wish to state:

1. Thai the financial statements give a true and fair view of the assets, liabilities, financiat position and profit or toss of
EDP Finance BY;
2. That the annual report gives a frue and fair view of the position as per the balance sheet date, the development

during the financial year of EDP Finance BY in the annual financiat staterments, together with a description of
principal risks it faces.

Amsterdam, 5§ March 2013

The Managing Directors

EDP — Energias de Porfugadl, S.A.

Burg, .k C. W. van.

Gortzen, M. M.

TMF Netherlands B.V.




REPORT OF MANAGING DIRECTORS

The Managing Directors of EDP Finance BV (hereinafter
“the Company”) submit the annual report and the financial
statements of the Company for the year ended 31
Dacember 2012.

PRINCIPA| ACTIVITIES AND BUSINESS REVIEW

General

The Company was incorporated under the faws of The
Netherlands on T October 1999.

Activitles

The principal aclivity of the Company is fo act as a finance
company to EDP Group. The policy of the group is fo
centralize financing in EDP — Energias de Poriugal S.A.
and the Company for group subsidiaries.

Results

During the year ended 31¥ December 2012, the Company
recorded a profit of EUR 10,78 millions. The decrease of
the resulis during 2012 is due fo the decrease of the
margin between the average rofe of the assets and of the
liabilifies. The average interest rates of assels decreased
during 2012 due o the Jower market inferest rales which
affected negatively the 35% of assefs at floaling rate.
Although 55% of the debt of the Company is of floating
rate, the positive effect from the lower market rates was
partially offset by the higher than average interest rafes of
the new financings entered into in 2012,

Major Developments

in 2012, EDP Finance BY took advantage of some windows
of opportunity in the international capital markets fo issue
three Eurobonds, under the EDP SA and EDP Finance BV's
“Programime for the Issuance of Debt Instruments” [EMTHN),
A five-year EUR 750 million Eurobond was issued on 14"
September and on 13™ Novemnber the Company issued o
six-year CHF 125 million Eurobond. In order to hedge the
CHF Eurobond issued, EDP SA entered into four inferest
rate swaps in the total amount of EUR 104 mitlion (being
the equivalent of CHF 125 million) which consequently
assigned to EDP Finance BY through infernal swaps. A
one-year Eurobond was issued by EDP Finance BV on 19"
December in the amount of EUR 350 million.

A new Term Facitity was entered by EDP Finance BY in
August in the amourndt of EUR 1,000 million with a tenor of
five years. In October, the Company entered info a three
year Muiti-Currency Term Facility in the amount of EUR 800
million which was drawn in USD (USD 1,049 million).

These issues allowed EDP Group Yo reach different
markets and different investors and strengthen its liquidity
position, ahead of refinancing needs for the following
yedrs.

In June, the company renewed one bilateral foan in the
amount of EUR 75 million and in August renewed another
EUR 75 million from a EUR 100 million facilily, both for two
years. A bilateral loan in the amount of EUR 100 million
was reimbursed in 19™ December.

On 12" June EDP Finance BY repaid the EUR 500M million
Eurobond, issued on the 12" June 2006 and on 177
August repaid the EUR 350 miillion Eurcbond, issued on
the 16" August 2011. An USD 1000 miflion Eurobond
issued on the 2™ Novernber 2007 was repaid by the
Company on the 2™ November.

Additionally, in 2012, EDP Finance BY parficlly reimbursed
the EUR 2,000 million Revolving Credit Facility, dated 3"
Novernber 2010, which is drawn in the amount of EUR 300
million at year end.

tiquidity

Supported by a Keep Well Agreement from EDP S.A. [see
Note 4], £DP Finance B.V.'s freasury management is
integrated in EDP Group.

Maintaining o prudent financial management policy, by
the end of December 2012 the Group had tofal liquidity of
EUR 4,057 million, of which, (i} EUR 2,057 million of cash
and equivalents, i) EUR 1,700 milion of available
committed credit ines and (i) EUR 300 million of available
commercial paper fully underwriting.

Subsequent Events

On the 28" January 2013, £DP Finance BV reimbursed EUR
200 millicn of the EUR 2,000 million Revolving Credit
Facility, doted 3 November 2010, decteasing the
drawndown amount fo EUR 100 milliot.

on the 31 January 2013, EDP Finance BV and EDP SA
entered info ¢ five year Eurc term loan in the amount of €
1,600 million, This new facility, involving 16

domesfic and intemational banks, is infended to replace
the existing € 925 million revolving credit facility maturing
in Aprit 2013 and the € 1,100 million revolving credit facility
maturing in November 2013,

The company renewed on the 4" February a bilateral foan
for two additional years increasing the amount from EUR
80 million to EUR 100 miion. A bilateral loan in the
amount of EUR 75 million was partiolly reimbursed in 7™
February in the amount of 50 miilion.

Debt

in 2012, the EDP Finance BV's hominal) consolidated debt
totalled EUR 14,963 million. When compared jo December
201, the Company’s debf was nearly EUR 948 million
higher, mostly in order to fund the EDP's group
subsidiaries  through  infercompany  foans,  which
increased nearly EUR 1,157 million in 2012 and also due fo
the EUR/USD negative exchange vatiation of EUR 48
miklion.




IFRS Debt - EDP Finance BV EUR millions
Dec 2012 Dec 2011 Change
Debt - Short term 2.656 2.095 27%
Bonds 350 1.623 -78%
Bank loans 2.206 355 521%
Intercornpany loans 100 117 -14%
Debt - Long ferm 12.307 11.900 3%
Bonds 8.654 7915 9%
Bank loans 3653 3.984 -8%
Nominal debt 14.963 13.995 7%
Interest accrued 271 256 6%
Fairvalue hedge adjustments 96 62 55%
Debt under IFRS s 15330 14313 7%

In terms of currencies of EDP BV external debt, the USD
financing contracted to fund the purchase and capex of
Horizon Wind Energy (a company based in the US that
develops, constructs and operates wind power electricity
generating  facilities) justiies the Group’s USD
denominated debt (25%). The Euro confinues fo be the
main funding currency of the EDP Group (75%).

Debt by currency
uso
25%

EUR
75%

Rating

In February 2012, following the downgrade of the
sovereign, Standard & Poor’s ("S&P") downgraded EDP's
rating to “BB+" from "BBB” with negative Ouflook and
Moody’s downgraded EDP’s rafing to “Bal” from “Baa3”
with negative Qutlook.

In April 2012, Fitch placed dll utilities with sizeable
exposure fo Spain, including EDP, on Rating Watch
Negative, following the measures adopted by the Spanish
Government as part of its 2012 budget presentation. In
August 2012, Fitch downgraded EDP's rating to "BBB-“
from "BBB+", with negative ouflook. The downgrade was
driven by the declining predictability of the regulatory
environment in Portugal and Spain.

EDP's credit rating stands as at December 2012 two
notches above the Republic of Portugal by Moody's and
one notch by Standard and Poor’s and by Fitch

December 2012
S&P Moody's Fitch
EDP SA,BY BE+/0UT-/B Bal/OUT-/NP BBB-/OUT-/F3

Risk Management

Please see Note 4 of the Notes fo the Financial
Statements.

Expectations for 2013

Given the cash flow expected to be generated by the
Group as well as the available liquidity, the company
expecis to confinue its normal course of business in 2013,
as in the previous years, despite the adverse market
conditions and the credit crisis in the European countries.

Audit Commiitee

The company makes use of the exemption fo establish its
own Audit Committee, based on Article 3a of the Royal
Decree of 26 July 2008 implementing Article 41 of the EU
Directive 2006/43/EG. The Audit Committee of the parent
company, EDP — Energias de Portugal, SA, will act as
Audit Commiftee for the Company. This Commitiee is
composed as follows:

Eduardo de Almeida Cafroga: President

Victor Fernando da Conceigdo Gongalves: Vice-President
Antonio Sarmento Gomes Mota: Member

Manuel Fernando de Macedo Alves Monteiro: Member

Maria Celeste Ferreira Lopes Cardona: Member

Amsterdam), 5 March 2013

The Managing Directors:

EDP Energias de Portugal, S.A.

Burg, J. C. W. van.

Gortzen, M. M.

TMF Netherlands B.V.
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EDP Finance, BV

Company Stalement of comprehensive income
for the years ended 31 Becember 2012 and 201

Notes 2012 201

[Thousands of Euros)  [Thousands of Euros)

Intarest income 6 636,015 648,726
Irderest expenses 6 -614,260 -601,692
Net inferest income 21,755 47,034
Nef other financial income and expenses 7 -7,895 8,085
Net financial income 13,860 55119
Other operating income / lexpenses)

Services rendered 8 705 698
Supplies and services 9 -1,577 -1415
Provisions 10 1400 -
Profi before income fax 14,388 54,402
Income tax expense n -3,609 13,591
Profit for the year 10,779 40,811

Cther comprehensive income - -

Total compsehensive income for the year 10,779 40,811

Profit for the year aifributable fo owners of the company 16,779 40,81

Total comnprehensive income for the year affributable
to the owner of the company 10,779 40,811

e loflowing noles lorm an inlegral pariof these finoncial stofements 8




EDP Finance, BV

Company Statement of financial posifion as at 31 Becember 2012 and 2071
{before preposed appropriation of profif

Noles 2012 20M
Thousands of Furos)  Thousands of furos}
Assels
Loans fo and receivables from group enlities 12 7,959,801 7,558,295
Derivalive financial inskurments 19 141,930 112,094
Yotal Non-Current Assels 8,101,731 7,670,389
loans to and recetvables from group entilies 12 7,508,470 6,269,662
Derivative financial instrumenis 19 77256 74,159
Debters and other assels m 884
Cash and cash equivalents ) 343,585 403,883
Total Current Assets 7,930,022 6,748,588
Total Assels 16,031,753 14,418,977
Equity
Share capital 14 2,000 2,000
Share prermium L] 11,980 14,980
Reserves and refained earnings 15 112,887 72,076
Profit for the year 10,779 40,811
Total Equity 137,646 126,867
Liabilifies
Debt securifies 16 8,750,028 7,874,817
Loans and credit facilifies from third parties 16 3,653,295 3,972,309
Provisions 10 - 32,481
Derivative financial insuments 19 41,654 54,251
Tatal Non-Current Liabilities 12,444 977 11,933,858
Debt securities 6 591,304 1.873,708
Loans and credit facilities from third parties % 2,235,300 358,607
Loans from group entities 7 100,1M 116,83/
Amounts owed on purchased debt securifies 18 480,000 -
Derivative financial instruments 19 7018 4,01
Trade and other payables 1510 3,596
Tax payable 26 33,886 1,493
Totdl Current Ligbilities 3,449,130 2,358,252
Tola! Liahilities 15,894,107 14,292,110
Toted Equity and Liabifities 16,031,753 14,418 977

Fhe following noles form an integeal parl of these finoncial stalemenls




EDP Finance, BV

Company Sialement of cash fiows for the years ended
31 December 2012 and 2011

{Thousands of Euros)
Company
Notes Dec 2012 Dec 20T
Operating activities
Profit for the yeor 10,779 40,811
Adiustments for.
Net interest incoma -21,755 -506,674
Income Jax expense 3,609 2,210
Amorlisafion of discounts/prerniums 3,934 10,795 ;
-3,433 3,142
Changes in:
Change in derivative financial insfrumenis -42 522 -130,613
Change in debtors and cther assels 72 109
Change in leans from group entities 16,725 256,098
Change in amecunts owed on purchased debt securities 480,000 -724,000
Change in frade and other payables -2,087 -291
Change in tox payable 31,987 -
Change In provisions -32,481 13,381
Change in share premivmm - 383
Change 1o debt securlfies 510,950 06,857
Change in loans anrd credit faciilies from third parties -12,834 40,215
Changes in loans fo group enfities 318,907 -418,716
1,231934 -573,631
Extension of oans fo group entilies 2,420,255 -1.572 861
Redemption of foans to group entifies 95,196 990,150
Interest received 400,866 344,261
Interest paid -517,702 -299,554
Income #1x paid -3,204 732
Net cash Bow from operating activities 1,213,165 -1.112,367
Cash flows from financing aciivities
Proceeds from issued debt securities 1,203,545 939,207
Redemption of debt securities -1,607,920 -500,000
Proceeds of loans and credit facilifies from third parfies 1,945,513 700,000
Redemiplion of loans and credil fucilities from third parties -375,000 -150,000
Net cash flow from financing activities 1,166,138 989,207 ‘
Changes in cash and cash equivalents -47,027 123,160
Cash and cash equivalents at the beginning of the year 13 403,883 519,090
Effect of exchange rate fluciuations on cash and cash equivalents held -13,27 7,953
Cash and cash equivalents at the end of the year ) 13 343,585 403,883

{*) See detdils of "Cash and cash equivalents® in nofe 13 to the Financial Stalements.

The fallowing notes form on infegral part of these financial staerments 10




Balance as at 1 January 201t

Prior year profit

Comprehensive income:
Profit for the year

Shareholders contribution in kind

Cemprehensive income for the year

Balance os at 31 December 201

Prior year profit

Comprehensive Income:
Profit fer the year

Shareholders con¥ribution in kind

Balance os at 31 December 2012

EDP Finance, BV

Company Statement of Changes In Equily for the years ended 31 December 2012 and 2011

{Thousands of Euros)

Atiributable Yo shareholders of the Company

Reserves Profit
Total Share Shore and retained for the
Noles Equity caphal premlum eamings perlod
85,673 2,000 11,597 10,192 61,884
- - - 61,884 -61,884
40,81 - - - 40,811
383 - 383 - -
41,194 - 383 - 40,811
14,15 126,867 2,000 11,980 72,076 40,81
- - - 40,811 -40,811
10,779 - - - 10,779
H - - - - -
14,35 137,646 2,000 11,980 12,887 10,779

The following notes forra an integral port of these financial slalements

[




EDP Finance BV
Notes to the Financial Statements
for the yedrs ended 31 December 2012 and 2011

1. Economic actvity of EDP Finance

EDP Finance B.V. ['the Company"], a corporation with limited liability, having its statutory seat In Amsterdam, The Netherlands, wes incorporated under the laws of The
Netherlands on T October 1999 with registered office at Luna ArenA, Harikerbergweg 238, 1101 Cv Amslterdam Zuideost, the Netherlands. The ultimate parent company of
EDP Fincece BY, Is EDP - Energlas de Porlugal, S.A. {EDP S.A."), Lisbon, Portugal.

The principal aclivity of the Company is fo act as a finance company.

The Company's cbiective is fo raise funds in the debt capltal market and hank loan market to furd EDP Group adlivities and invesiment plan. EDP Finance BY borrows
funids from both markets and lends the funds to several EDP Group Compunies. Tha financing of EDP Group aclivities is defermined in accordance to the business pian
approved for EDP, its debi maturily schedule and Hs conservative liquidily profile, considering the existing market conditions and the Group’s sfrategic lines.

The compuany is managed prudently, taking inte consideration the need to comply with its obligations and to fuffill the requirement of maintaining a posifive Tangible Net
Worth as agreed on the Keep-well agreement with EDP, 5.A. (see paragraph in note 4),

These financial sielements are of an individual company.
2. Accounting policies

o) Basis of preparation

The financial statements have been prepared in accordance with Infernagional Financial Reporfing Standards [FRS) as adopted by the European Union EU-IFRS) and with
the applicable sections of Part 9 of Book 2 of the Netherlands Civil Code.

The accompanying financial statements of the Company reflect the results of the Company's operatiens and the financial position for the years ended 31 December 2072
and 2011,

The enfily prepares ifs financial statements, except for the cash flow inforration, using the accrual bosts of accounting, modified by the applicalion of the fair vakue
accounting to derivative financial instruments, Assefs and fiabilifies that are hedged under hedge accounting are stated ot fair value in respect of the hedged risk.

Accounting polides have been applied consistenily in all periods presented in the financial stalerents.

The Cempany’s Managing Directors approved the financial statements Ireferred Jo as finandial slatements) on 5 March 2013. The financial statements are presented In
Euras, which is the Company's functional currency, rounded fo the nearest thousand.

The preparafion of financiat statements in conformity with EU-IFRS requires the Company to make judgments, estimates and assumpiions thal affect the application of the
accounting palicies and the reported amounds of assets, lichilities, income and expenses, The eslimates and refaled assumptions are based on historical experience and
ofher facters that are believed 1o be reasenable under the circumstances, the rasulls of which form the basis for making judgments regarding the careying values of
assets and liabilifies that are not readily apparent from other sources. Actual resulis may differ from these estimates. The Issues Involving a higher degree of judgment or
cornplexity, or where ussumptions and estimates are considered to be significant, are presented in note 3 (Crifical accounting estimates and judgments in preparing the
financial stafernents).

b) Foreign curency fransactions

Foreign currency ransactions are franslated af the exchange rates of the dates of the fransactions. Menelary assets and liabilities denominated In foreign currency are
franslated into Eures af the exchange rates ot the stalement of finoncial position dete. These exchange differences arising on transtation are recognised in the statement
of comprehensive income.

Foreign currency non-monetary assets and liobilities accounted for at historical cost are franslated using the exchange rales at the dales of the fransactions, Foreign
currency non-monetary assets and licbilifies stated of fair value are transtated into Euros at the exchange rates af the dates the fair value was determined.

The following exchange rate has been applied as at 31 December 2012 ond 2011

Exchange rates at Dec 2012 Exchange rafes ot Dec 2011
Closing Average Closing Average
Currency rates exchange-rate rates exchange-rate
Dollar UsD 1319 1.285 1.294 1.392
Pound Sterling GBP 0.816 0,813 0.835 0.868
Swiss Franc CHF 1.207 1.205 1.216 1.233
Japanese Yen JPY 13.610 102.456 100,200 10.971

¢) Derivative financial insiruments and hedge accounting

Derivative firancial instruments are recognised on the frade date at fair value. Subsequently, the foir value of derivative financial instruments is remeasured on a regular
basis, with the gains or losses on remeasurement recognised directly in the statement of comprehensive Income. Recognition, in the statement of comprehensive income,
of the resulfing gains and losses on remeasurement of hedging derivatives depends on the nature of the risk being hedged and of the hedge model used.

The fair value of derivalive financial instruments corresponds to their rrarket valus as provided by an exchange, or s defermined by using ne! present value fechniques.

12




EDP Findnce BY
Notes to the Financlal Stalements
for the years ended 31 December 2012 and 2011

Hedge accounting

The Company uses financial insiruments %o hedge interest rafe risk and exchange rate risk resuliing from #is financing activities. Derivatives not qudlified for hedge
accounting under 1AS 39 are accounded for as frading insiruments.

Hedging derivativas are recorded ot fair value, with the gains and losses recognised in accordance with the hedge accounting mode! applied by the Company. An hedge
relationship exists when:

i Atthe inception of ihe hedge there is formal decumentation of the hedge;

#) The hedge is expected fo be highly effective;

it The effectiveness of the hedge can be reliably measured;

fivi The hedge is revelued on an on-going basis and is considered fo be highly effective throughout the reporting petiod;

M The forecast fransaction being hedged must be highly probable and must be exposed fo changes in cash flows that could ultimately affect profit or loss,

Fair value hedge

Changes in the fair value of derivafives that are designated and qualify as fair value hedges are recorded in the stalemeni of comprehensive income, together with any
changes in the fair value of the hedged assets and liabilites or group of hedged assels and licbilities that are affributable to the hedged risk. When the hedging
relationship ceases to comply with the requirements for hedge accounting, the cccumulated gains or losses concerning the fair value of the risk being hedged are
amorlised over the residual period to maturity,

Fecliveness

For a hedge relationship fo be classified as such, in accordance with IAS 39, its effecliveness must be demonstrated. Therefore, the Company performs prospective tests at
the inception date of the hedge and in each guarter, to demonstrate the effectiveness, showing that any adjusiments 1o the fair value of the hedged itern affributable o
the risk being hedged are offset by adjustments to the fair value of the hedging instrument. Any ineflectiveness is recognised in the statement of cornprehensive income
on the moment it cceurs.

d} Financial assefs

Financial assets are inifially recognised af fair value plus fransaction costs, Subsequendly these assets are measured at amortised cost using the effecfive interest rafe
method, less any impairment losses {if not hedged under hedge accouting ner a derivative).

Financial assets are derecognised when (i the contractual rights to receive their cash flows have expired, iiil the Company has fransferred substantially all risks and
rewards of ownership or {iii] although retaining sorme, but not substantially all the risks ond rewards of ownership, the Company has fransferred conirof over the assets.

Inpalrment

At each statement of financial posilion dafe an assessment is perormed as fo whether there is objeciive evidence of impairment, namely those resulting In an adverse
effect on estimated future cash flows of the financial asset or group of financial assets, and every time It cen be reliably measured.

If there is objective evidence of impairment, the recoverable amount of the financial asset is defermined, and the impairment loss is recognised in the statemnent of
comprehensive income. The recoverable amount is the difference belween the carrying arnount of the financiol assets and the present value of estimated future cash
flows discounted at the asset original effective inferest rate.

A financial asset or a group of financial assets is Impaired if there is objective evidence of impairment as a resuit of one or more evenis that occurred after their inifial
recognifion. Cblective evidence that the financial asset measured ot amortised cost is impaoired includes observable data that comes to the atlenfion of the helder of the
asse! about the following foss events, among ofhers:

o Significant financial difficulty of the issuer or abligor;

o A breach of canfract, such as a default or delinquency in inferest or principal paymends;

o [t becoming probable that the borrower will enter bankruptcy or ofher financial reorganisation.

For debt instruments, if in a subsequent period the amount of the impairment loss decreases, the previously recognised impairment loss is reversed o the staternent of
comprehensive income up to the amount of the acquisition cost, if the increase is objectively related to an event occurring affer the impairment loss was recognised.

€] Finoncial liabilifies
An instrument is classified as a finoncial liability when # contains o contractual obligation to fiquidate capital and/or interests, through delivering cash or ather financial
assels 1o extinguishs The confractual obligation , independently of its legal form. Financial liabilities are recognised {i} inificlly at fair value less transadtion costs and (i)
subsequently ot amortised cost, using the efiective interest rate method.

f Provisians

Provislons are recognised when: () the Company has a present legal or constructive obligation, (il it is probable that sefflerent will be required in the future and i) a
reliable estimate of the obligafion can be made.

13




EDP Finance BY
Notes to the Financial Statements
for the years ended 31 December 2012 and 201

g} Recognition of cosls and revenues

Interest income and expense are recognized In the slalement of comprehensive income using the effective Inferest rate method. The effective inferest rate include all fzes
and points paid or received that are an inlegrat part of the effective Interest rate, This indludes transaction costs that are direcily afiributable fo the acquisifion or issue of
financial assets or liabilifies.

Interest income and Interest expense presented in the stalement of comprehensive income include:
e Inferest on financial assels and financial liabilities measured at amortized cost;
o Interest cost on borrowings;
© Interest on hedging derivatives;
& The effective porfion of fair value changes in qualifying hedging derivatives,

Costs and revenues are recognised in the year fo which they refer regardiess of when paid or recelved, in accordance with the accrual cancept. Differences between
amounts received and paid and the cerresponding revenue and costs are recognised under other assels or ofher liabilities, in conformity.

Differences between esfimated and actual amounts are recorded in subsequent periods.
h) Net other financlol Income and expenses
Financlal results indude foreign exchange gains and fosses, reaiised gains and losses, when applicable.
Inferest is recognised in the statement of comprehensive income on an accrual basis.
} Income tax

Income tex recognised in the staternent of comprehensive income includes current fax. fncore fax is recognised in the statemeni of comprehensive income except to the
extent that il relates to ifems recognised direcily in equity, in which case It Is recognised In equity.

Current fax is the tax expecied ta be paid on the taxable income for the period, using tax rales enacled at the staterment of financial position date.

il Cash and cash equivaients

For the purposes of the stalement of cash flows, cash and cosh equivalents include balances with maiurity of less than three months fom the statement of financial
posilion date, including cash and deposits In banks that are readily convertible 1o known amounis of cash.

K} Stalement of cash Bows

The Statement of cash flows Is presented under the indirect method, by which gross cash flows from oparating and financing acfivities are disclosed.

I} Determination of operating segments

The Company defermined one operating segment based on the information that is internally provided 1o the management and the chief operating descision maker.

3. Crifical accounfing esfimates and judgements in preparing the financial sialements

IFRS sequire the use of judgemerd and the making of estimates in the dedision process about cerlain accounting freatments, with impact in fotal assets, liabilifies, equity,
cosls and income. The actual effects may differ rom thase esfimales and judgements, namely in relation fo the effect of acluat costs and income.

The main accounfing estimates end judgements used in applying the accounling policies are discussed in this note in order o improve the understanding of how their
application affects the Company’s reported resulls and disclosures. A broader description of the accounting policies employed by the Cornpany is disclosed in note 2 to
this Financial Statements.

Considering that in many cases there are dltematives to the sccounting Frealment adopled by EDP Finance, the Company's reporied resulls could differ if a different
freciment was chosen. The Company believes fhat the choices made are appropriate and that the financicl statements present fakly, In all material respects, the
Company's financial position and results. The allernative outcomes discussed below are presented solely fo assist the reader in undersianding the financial statemenis
and are nol infended fo suggest that other alternatives or estimates would be more appropriate.

Falr valve of financial Insfruments

Fair values cre based en listed marked prices, if available, otherwise tair value is determined either by the price of similar recent ransactions under market condifions or by
pricing medels based on net present value of estimaled future cash flows techniques considering market conditions, fime value, vield curves and voldlility factors. These
methodologies may require the use of assumplions or judgements in estimating fair values {see detailed information In note 23).

Consequently, the use of different methodologies or different assumptions or judgements in applying a particular model, could have produced different financia! results
from those reported.

14




EGP Finonce BY
Noles fo the Financial Statements
for the years ended 31 Decemnber 2012 and 2011

Impdirment of finnnclal assels measured at omorlised cost

Irnpairment of financial assets measured at amortised cost is considered as a annual accounting estimate (see note 2 di).
. Financigl-risk menagement policies

Financld risk management

EDP Finance BV's business is exposed fo a variety of financial risks, including the effect of changes in foreign exchange and inferest rates. The company’s exposure fo
financial risks arises essenticliy from the loons granted to EDP Group companles and from its debt portfolio, resulting in inferest rale, exchange rate, liquidity and
counterparty risk exposures.

Cn 14 March 2001, EDP - Energias de Porlugal, S.A. signed a keep-well agreement with the Company. This agreement states that for as long as the Company has
outstanding instruments under an external debt Programme and in case the Company shall have insufficient funds or other liquid assels fo meet its paymenit obligations
fincluding in respect of any Debt Obligations) at any fime, EDP - Energias de Porjugat S.A. shall make avallable to the Company funds sufficient to enable the Company to
meet such payment obligations in full as they fall due. However, the keep-well agreement is not a guarantee, direct or indirect, by EDP - Energias de Portugal, SA. of any
Debt Obligations or any other debt of the Cempany or any instrument isswed by the Company.

The management of the financial risks of EDP Finance BY is carried out in accordance with the general risk management principfes and exposure limits established for the
EDP Group companies by EDP — Energias de Portugal, $.A., with spedific adaptations according to the characteristics of each subsidiary. Financial risk management is
Implemented by the Financial Depariment of EDP — Energlas de Porfugal, S.A, under a service agreement signed between the latter and several £DP Group Companies,
among which EDP Finance BY.

The unpredictability of the financic! markets is analysed on an on-going basis in accordance with the EDP Group’s risk management policy, Derivative financial instruments
are used to minimise potential adverse effects, resulting from interest rale and/or foreign exchange rate risks on EDP Group’s financial performance as further described

below.

Exchonge-rate risk monagement

£DP Finance BV is exposed 1o exchange rate risk through its deb# denaminated in US Dollars {USD), British Pounds (GBP), Japanese Yen {PY) and Suiss Francs (CHF). The
Group's objective is to manluin a matched position between assets and ligbiliies in each currency. Any residual exposure is closely monitored. Currently, the exposure to
EUR/USD exchange rate risk results essenfially from the invesimenis by the EDP Group in the USA through ils subsidiary EDP Renewables, North Americe. EDP Finance BY
issued USD (oans as well as forefgn exchange derivative financial instruments that convert the issued debt info USD, with the objective of mitigating the exchange rate risk
relcted to the intercompany foans granted to finance the USD assets of the EDP Group. The exchange rate risk on the GBP, JPY and CHF bonds issued under the Medium
Terrn Notes Program have been hedged as from their issuing dote.

Under the aforementioned service agreement, the Financial Depariment of EDP — Energias de Portugdl, 5.A. manages EDP Finance BVS exchange rate risk exposure
resulting from foreign currency funding, seeking fo mitigate the impact of exchange rate fiuctuations on the financial costs of the Company through exchange rate
derivative financial instruments and/or ofher hedging structures, Such instruments and struciures hove characleristics similar to those of the hedged asset or licbility. The
operations are revalued and monitored throughout their useful fives and, pericdically, their effectiveness in confrolling and hedging the risk that gave rise fo them is
evaiuated.

Sensitivity analysls - exchonge rafe

Though the Company has loans fo EBP Group companies and issued debt instruments in currencies other than Euro, the impacis on Equity or P&L due fo changes in
currency rates are ot significont as the risk management policy in place aims to avelid saterial mismaiches between assets and liablliies deneminated in currencies
other than Eure.

Interest rate risk management

the aim of interest rate risk managernent policy is to reduce the financict charges and o reduce exposure to ineres! rate risk from market fluciuations through the
sefilement of derivative financial instruments,

in the floaling rate financing context, EDP Finance BY uses, when appropriale, inferest rate derivafive financial insiruments o hedge cash flows associated with future
interest payrents, which have the effect of converting floating inferest rate loans info fixed interest rate loans. Long-term foans coniracted of fixed rates are, when
appropriale, converted Into floating rate loans through interest rate derivative financial instrurents designed to reduce interest cost. In addition to these cperations, fo
mitigate exposure of debt cash flows to marke? rete flucutations, structured caps and floors are contracted, as necessary.

All hedging operafions are undertaken on liabilities of EDP Finance BV's debt portfolio and mainly involve perfect hedges, resuliing in a high fevel of correlation between
the changes in the fair value of the hedging instrument and the changes in fair value of the interest rate risk or future cash flows.
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Sensifivity analysis - Interest rates

Based on the financial instrurnents with exposure fo interest rale risk as at 31 December 2012 and 2011, ¢ 100 basis polnis change i the reference inferest rates would
lead fo the following increases / {decreases) in equity and resulis of EDP finance BV:

Dec 2012
Results Equity
£uro’000 Euro'000
100 by 100 bp W00 bp K0 bp
Increase decrease increase decredse
Ligbilities
Cash flow effect:
Hedged debt -20,121 20,121 -
Unhedged debt -65,648 65,648 B
-85,769 85,769 -
Assefs
Cash flow effect:
Unhedged debt 69,619 -69,619 -
69,619 -69,619 -
Dac 200
Resulls Equity
Euro’000 Euro'000
100bp 100 bp 100 bp 100 bp
increase decrease incredse decrease
Liabilifies
Cash flow effect:
Hedged debt -19,082 19,082 -
Unhedged debt -48,835 48,835 -
-67,917 67,977 -
Assels
Cash flow effect:
Unhedged deb} 53,522 -53,522 -
53522 -53,522 -

This analysis assumes fhat all other variables, namely exchange rates and credit risk, remain unchanged.

Counterparly credit risk monagement

EDP Group's policy regarding the management of counterparty risk on financia! fransactions invalves the analysis of the technical capacity, compelitiveness, credit rating
and exposure of each counterparty, 5o as to avoid significant concentrations of credit sisk.

Counterperties in derivalive financial Instruments are eredit institulions with sirong credit ratings and therefore the risk of counterparty default is not considered to be
significant. Guarantees and ciher collaterals are not required on these fransactions.

EDP Finance BY documents fis financial operations in accordance with international standards. Therefore, derivative financial instruments are confracted under (SDA
Master Agreements, fucilitafing the ranster of the insiruments in the market and ensuring compliance and consistency with EDP Group s policies,

The credit risk arising from foans granted o EDP Group companies Is mifigated by the contro! that EDP — Energias de Porlugal, 5.A. has over the management of those
companies. As at 31 December 2012 and 2011, all loans granted by EDP Finance BY had as counterparfies cempanies controfied by EDP — Energios de Portugd, S.A, As
per 31 Decernber 2012 and 31 Deceraber 2013 no impairment friggers were identified with resped to loons issued to group companies.

The maximum credit exposure equals the amount of total assets as per 31 December 2082 and 31 Decerber 20711 being Eur 16.0 biion and Eur 14.4 billian, respectively.
Liguidiy risk management

Liguidity visk is rnonaged by engaging and maintaining credit lines and financing facilities with a firm underwriing cormiiment with national and international financial
institutions dllowing Immediate access fo funds. These lines are used o complement and backup naticnal and infernational commercial paper programmes, allowing for
a diversification of EDP Finance BV s short-term financing sources. The quanfilafive information for liquidity risk is included in Note 21,

Among the key sources of liquidity of EDP Finance BY, there are o medium ferm Revolving Credit Facllity RCF) of 2,000,000 thousand Euros and a RCF of 1,500,000
thousand USD, bath with a firm underwriting commitrment. As al 31 December 2012 the former was parially available 0,700,000 thousand Euros) and the fatter was fully
drawn.
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5, Segment reporiing

The Company determined one operaling segment. The Company generales interesl income by providing leans to EDP Group entilies as well as through derivalive
financial instruments concluded with banks to hedge market risks. The loans are provided to EDP Group companies in Porugal and Spain.

Thase EDP Group companies are EDP - Energios de Porlugal, S.A. [group parent companyl, EDP Renovéveis, SA., EDP Sucursal en Esparia, S.A., Hidroeleclrica del

Canlabrice, S.A., EDP Investmenis and Services, SL. and Millennium Energy S.L.
6. Interest income and expenses

Interest income and expenses  are analysed as fofows:

Company
Dec 2072 Dec 261
Eura’000 Euro'000
Interest Income
Loans and receivables fo group enifies 530,932 547,178
Derivative financial instrumends 04,123 90,208
Other inferest income 10,960 11,340
636,015 648,726
Company
Dec 2012 Dec 201
Euro'G00 Eure’000
Interest expenses
Bank loans 89,235 73,409
Mediumn term notes 464,665 458,747
Derivative financial insfruments 58,910 66,270
Other inferest expenses 1.450 3,266
614,260 601,692
7. Net other financlal Income and expenses
Net other financial iIncome and expenses  are analysed as follows:
Compony
Dec 2012 Dec 201l
Euro’000 Euro'Q00
Other financlal Income
Derivative financial instruments - Trading 24,493 18,629
Derivalive financial instrureents - Inefedtivenass 6,476 -
Foreign exchange gains - 6,730
Other B8 4
30,977 75,363
Other financial expenses
Derivative financial instrurents - Trading 22,010 17,152
Foreign exchange losses 15,488 -
Other 1374 126
38,872 17,278
-7.895 8,085
8. Services rendered
Services rendered are analysed as follows:
Company
Dec2012 Dec 201
Euro'000 Euro'000
Debt portfolic management 705 698
705 698

The Company is remuneraled for arranging, managing and maintaining the debt portfolios of EDP Group cornpanies. Either party reay terminate the service agreement by

one rmonth notice In writing fo the other party, However, no such fermination has taken place to date.
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9. Supplies and sarvices

Supplies ond services are analysed as folfows:

Company
Dec 2002 Dec 2011
Furo’000 Euro’000
Supplies and services:

EDP, 5.A. Services 705 697
Specialised works ~ Consuliing services 474 479
Specidlised works - Legal services 331 44
Other 67 195
1,577 1415

The Company has signed a service agreement with the EDP, S.A. This service agreement siales that the Company has fo pay an annudl fee for services that EDP, S.A.
provides to the Company by arranging, managing and maintaining all debt portfolios of the Company, based on fhe Jotal amount of existing debt to mancge. Either party
may ferminole the service agreement by ane month nofice in wriling 1o the other parly. However, no such terminafion has taken place o date.

10. Provislons

Provislons are analysed as follows:

Company

Eura’000
Balance at 1 fanvary 2011 21,101
Provisions made during the year 1,380
Provisions reversed during the year -
Balance at 31 December 2011 32,481
Provisicns reversed during the year 1,400
Provisions used -31,081
Bealahce af 31 December 2012 -

This tox provision was used throug "Current liabilities - tax payable” since, as « result of the discussions hetd with the Dutch Tax Authorilies, it was agreed and conciuded
that the Advanced Pricing Agreement (APA} was no longer applicable as of the year 2010. As such, the tax will be pald isee note 20).

% Income fax
Company
Dec 2012 Dec 20N
Euro'000 Euro'000
Tedal income tax 3,609 13,591
Profit before income fax 14,388 54,402
Effective tax rate of the company 25% 25%

EDP Finance BV seffled on 27th November 2007 un Advanced Pricing Agreement [APA) wilh the Duich Tax Authorifies that defermines the taxable amount of the company
under certain requirements ond assumplfions.

As o result of the discussions held with the Dutch Tox Authorilies, it was agreed and concluded that the APA was no longer applicable s of the year 2010. Therefore, the
eflective carporate income tax rate of EDP Finance BY in 2011 and 2012 corresponds 1o the Duich stalutory tox rate of 25%.

In this sense, the tax provision which was booked in previous periods was reclassified to “Current fiabilities - fox payable” isee notes 10 and 20} and as such the provision
was used.

18




EC¥P Fingrce BY

Noles to the Financiat Stalements

for the years ended 31 December 2012 and 2011

12. Loans fo Group entifies

toans fo Group entifies are analysed as follows:

Company
bec 2012 Dac 200
Euro'000 Euro'000
Loans to and receivables frem group entities - Non current:
EDP Sucursal en Espafia, SA. 3,006,023 2,437,075
EDP Renovdaveis, S.A. 2,843.14 2,986,433
Hidroeléctrica de! Cantabrico, S.A. 1,791,237 1,921,236
Other 319,427 213,551
7,959,801 7,558,295
Loans fo and receivables from group entities - Current:
EDP Energias de Portugal, S.A. 6,862,128 5,207,187
EDP Sucursal en £spafia, S.A. 218,677 851,430
Accrued interest A27 665 21,045
7.508470 6,269,662
15,468,271 13,827,957
These assels have an average maturity of 4 years and bear Interest at an average rate of 3.2%.
Loans 1o and recelvables from group enfiies by malurily, are analysed as foffows:
Company
Dec 2012 Dec 201
Euro'000 Euro’00Q
Loans to and receivables from group entities
Up fo 1year 7,508,470 6,269,662
From 1o 5 years 2,491,476 1,853,936
More than 5 years 5,168,325 5,704,359
15,468,271 13,827,957
The maturity of debi and borrowings split in different currencies, are analysed os follows:
Folfowing
2013 2014 2015 2016 2017 years Total
Euro‘000 Euro'000 Euro’000 Eure’000 Euro’Q00 Ero’000 furo'000
Loans to and recelvables from group entities:
Euro 7,213,163 1,070,987 304,273 454,551 - 2,755,292 11,796,266
Us Dollar 207,307 - 661,664 - - 2,713,034 3,672,005
7,508,470 1,070,987 965,937 454,551 - 5,468,326 15,468,271
Loans o group entities are not collateralized.
13. Cash and cash equivalents
Cash ond cash equivalents ore analysed os follows:
Group
Dec 2012 Dec 20N
Euro'000 Euro'000
Bank deposits:
- Current deposifs 1,259 1,669
- Terr deposils 342,326 402,214
343,585 403,883

Cash and cash equivalents are free disposable to be used by the company.
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14. Share capifal and share premium
The authorised share capited of the Corapany consists of 80,000 shores of 100 Euros each, of which 20,000 shares have been Issued and fully paid-up.

Share capital and Share premium  are analysed os follows:

Company
Share
capilal Share premium
Eure’000 Euro'000 i
|
Balance cs at 31 December 2011 2,000 1,980
Movements during the year - -
Balance as af 3t December 2012 2,000 1,980
15. Reserves and relained eamings
This capiion is analysed as follows:
Company
Dec 2072 Dec 201
Eura'000 Euro’000
Accumulated resulis 112,887 72,076
112,887 72,076
The share premium and reserves are fully attributable to EDP - Energias de Porfuge, S.A.
16. Debt securifies and Loans and credit facilities from third parties
This caption is analysed as follows:
Company
Dec 2012 Dec 20N
Euro’000 Euro’000
Dabt securiiies and Loans and cred facilities from third parfies - Non Current
Debi securlties 8,654,038 7,812,904
Eair value of the issued debt hedged risk 95,990 61,913
8,750,028 7,874,817
Loans and credit facdifies from fhird parlies 3,653,295 3,972,309
12,403,323 11,847,126
Prebt securities ond Loanhs and credit facllities from third parkies - Current
Debi securities 350,000 1,621,314
Accrued interest 241,304 252,394
591,304 1,673,708
Loans and credit faciifies from third paries 2,206,000 354,666
Accrued interest 29,300 3,941
2,235,300 358,607
2,826,604 2,232,315
Tolal 15,229,927 14,079 A4
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Debi securities issued under the Euro Medium Term Notes program were as follows:

Nominal

Condfitions / amount

Date issued Inferest rate Type of hedge _ Redemption Euro’000
Aug-02 Fixed rate GBP 6.625% (i Fair Value Aug/7 320,000
Dec/C2 Fixed rate EUR {ii) n.a. Dec/22 93,357
Jun/05 Fixed rate EUR 3.75% n.a. Jun/15 500,000
Jun/05 Fixed rate EUR 4.125% n.a. un/2o 300,000
Jun/G6 Fixed rate EUR 4.625% n.a. Jun/16 500,000
Mov/07 Fixed rate USD 6.00 % n.q. Feb/18 757,920
Nov/08 Fixed rate GBP 8,625% i Fair Value Jan/24 410,314
Nov/G8 Zero coupon (i} n.q. Nov/23 160,000
Feb/09 Fixed rate EUR 5.5% il) n.a. Feb/14 1,000,000
Jun/09 Fixed rate JPY (i}, fiill n.a. Jun/19 88,020
Juns09 Fixed rate EUR 4.75% n.a. Sep/16 1,006,000
Sep/0% Fixed rate USD 4.90% na Oct/19 757,920
Feb/10 Floating rate (i) na. Feb/15 75,792
Mar/10 Fixed rate EUR 3.25% (i} Fair Value Mar/15 1,000,000
Feb/N Fixed rate EUR 5.875% na. Feb/16 750,000
Feb/N Fixed rate CHF 3.5% # Fair Value Feb/14 17791
Sepfi2 Fixed rate EUR 5.75% n.a. Sep/t7 750,000
Nov/12 Fixed rafe CHF 4.00% (i Fair Value Now/18 103,922
Dec/12 Floating rate (i) n.a. Dec/13 350,000

iy These Issues by FOP Finance BY have assodialed Interest rale swaps and/or currency swaps.

i} Part of this loon has assoclated interest rate swaps.
) These issues correspond to private placements.

Debt securities and Loans and cred facliities from third parties

Debt securities:
Up to 1year
From 1o 5 years
More than 5 years

Loons and credit fackifies from third partles:
Up o lyear
Frem Tio 5 years

by malurity, are andlysed s follows:

Future payments of principal and interests are detalled in noe 21.

Company

Dec 2012 Dec 2011

Euro’000 Euro’000
591,304 1,873,708
6,069,238 5,030,015
2,680,790 2,844,802
9,341,332 9,748,525
2,235,300 358,607
3,653,295 3,972,309
5888595 4,330,916
15,229,927 14,079,441

The remaining maturity of debt securities and loans and credit facilities from third parties and interest for type of loan and currency are analysed as follows:

Folfowing
2013 2004 2015 2016 2007 yeurs Total
Euro’000 Euro’000 Eure'000 Euro’000 Eura'000 Euro'000 Euro'000
Debt securities
Euro [} 562,990 1,236,750 1,492,964 2,241,065 1,022,667 1,085,513 7,641,949
US Dollar fi} 28,314 - 75,792 - - 1,595,277 1,609,383
591,304 1,236,750 1,568,756 2,241,065 1.022.667 2,680,790 9,341,332
Loans and credit facilities from third parties:
Euwro 2,229,292 448,646 292,369 - 980,392 - 3,950,699
US Dollar 6,008 1,036,375 795,513 - - - 1,937,896
2,235,300 1,585,021 1,087,882 ~ 980,392 - 5,888,595
2,826,604 2821771 2,656,638 2,241,065 2,003,059 2,680,790 15,229,927

i) These issues Include CHF and GBP bonds that were converted into EUR cross currency swaps

lii) These issues include ¢ JPY bond that was converled inte USD cross currency swaps
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7. Loans from Group entitles

Loans from Group entifies are anclysed as follows:

Compony
Dec 2012 Dac 2011
Euro'000 Euro'000
Loans from Group entifies - Current:
EDP Sucursal en Esparia, S.A. 100,098 116,836
EDP Renovdvels, S.A. 13 1
100,111 Hé,837

18, Amounts owed on purchased debt securities

As at 3t December 2012 this caption refers to a trade of commercial paper of 480,000 which was settled on Jonuary 3rd 2013.

19. Derivative financial Insiruments

In accordance with 1A5 39, EDP Finance BY classifies derivative finandial instrurnents as fair value hedges of a recegnised asset or liability Fair value hedge).

In 2012 the fair value and the maturity of the derivative finandial insuments are analysed os follows:

Fair valua Notional
From 1
Assels liobilifies Upto1year fo 5 years Over 5 Yeors Total
Ewro'000 Euro'0d0 Euro'000 Euro’000 Eure’000 Eura’060
Falr value hedges
Interest rale swaps 68,234 - - 1,000,000 - 1,060,000
Cross currency interest rate swaps 131,981 -38,028 - 497,97 514,235 1,012,146
Derivafives held for trading
Interest rate swaps 18,923 -10,645 - 500,060 - 500,000
Cross currency interest rate swaps 48 - - 79,255 79,255
219,186 -48,673 1,997,911 593,490 2.591,401
In 2071 the {air value and the mdturity of the derivative financial instruments ore analysed as follows:
Fair value Notionat
From 1
Assels Liabllities Up o Tyear to 5 years Over 5 Years Total
Euro’00D Euro'000 Euro’000 Euro’000 Euro’000 Eura'000
Falr value hedges
Interest rafe swaps 54,261 - - 1,000,000 - 1,000,000
Crass currency inferest rate swaps m,z04 -52,173 - 177291 830,113 1,008,024
Derivatives held for frading
Interest rale swaps 20,788 -6,089 - 500,000 - 500,000
186,253 -58,262 1,677,911 830113 2,508,024
The company enters into interest rate swaps and Cross Currency Inferest rate swaps to hedge its exposures to changes in the fair values of iis issued fixed rate Euro and
Non Eure loans 1o changes in morket interest rates. These swaps are matched fo specific issuances of fixed rate foans,
The changes in the fair value of hedging instruments and the hedged risks are andlysed as follows:
2012 201
Changes in foir value Changes In it value
Type of hedge Hedging Hedged Instrumen Risk Insyument Risk
Instrument risk Euro'000 Furo'000 EUro00Q Euro’000
- Falr value Inferest rate swap Inferest rate 1,443 -2,965 26,064 -26,064
- Fair value Cross currency Interest and
Interest rote swaps exchange rale 30,990 25,992 105,807 105,807
42,433 -35.957 131,871 131,871
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The gains and losses on the financial instruments portfolio beoked in the staternent of comprehensive income in 2072 and 2011 are as follows:

Compuony

Dec 2012 Dec 2011

Euro'000 Euro’000
Derivatives held for trading 2,483 1477

Fair value hedges )

- Derivatives 42,433 131,871
- Hedged liabilitles -35,957 -131,871
8,959 1477

The effective interest rates of the derivative finandial Insiruments relating to firancing operations ot 31 December 2012 are as follows:

Compony
Notional
EURDO0 Currency EDP Pays EDP Recelves
Interest rale conkracls
Interest rate swaps 1,500,000 EUR { 3.85% - L1%] [ 4.01% - 3.51%]
Currency Interest rale
CIRS fcurrency inferest rate swaps) 730,314 EUR / GBP [ 4.21% - 2.15%] [ B.63% - 6.63%]
CiRS {currency inferest rate swaps} 79,255 Lse /7 JPY 6.80% 3%
CIRS fcurrency interest rate swops} 281,832 EUR / CHF [ 4.48% - 2.91%] { 4.01% - 3.51%]

The effective inferest rates of the derivative financial instruments relating fo finandng operations at 31 Deceraber 2071 were as follows:

Company
Notional
EUR'GO0 Cumency EDP Pays EDP Recelves
Interest rate contradls
Interest rate swaps 1,500,000 EUR [ 3.98% - 2.34%] [ 55% - 3.25%]1
Currency Inferest rate
CIRS {currency interest rate swaps) 730,313 EUR / GBP [ 554% - 3.26%1 [ 8.63% - 6.63%]
CiRS {currency inferest rade swaps) 99,800 Ush / JPY 6.80% an%
CiRS {currency inferesi rale swops) 177,91 EUR / CHF [ 420% - 4.18%1 3.51%

20. Tax payable

As at 31 Decemnber 2012 this caption refers to the fax due regarding fiscal years 2010 fo 2012 as a result of the discussions held with the Dutch Tax Authotifies, in which it
was agreed and concluded that the APA is no longer applicable as of the year 2010. This amount was previously bocked as a tax provision (see note 10},

21, Commitments

The contracludlised commiiments relating to short and medium/long ferm financial debi and respective inferest are disclosed, as at 31 December 2012 and 2011, by
raaturity, as follows:

Dec 2012
Confractual Commitments outstanding by maiurity
Less From From More
than 1 103 3105 than 5
Total year years years years
Ewra’000 Eura'000 Eura'000 Euro’000 Euro000
Short and long term financial debt (including Inferest) 17,691,722 3,156,425 6,321,012 4,891,971 3,322,314
17691722 3,156,425 6,321,012 4,891,971 3,322,314
De¢ 2011
Contraciua! Cornmitments outstanding by maturity
less From Fram More
than 1 1103 3105 than 5
Total year years years years
Euro‘000 Eura’'000 Eurg000 Euro’C0D Euro’000
Short and long term financial debt (including interest) 16,327,351 2,590,995 5,556,225 4,795,683 3,384,448
16,327,351 2,590,995 5,556,225 4,795,683 3,384,448
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The short and fong ferm debd correspends lo the balance of borrewings and related inferest, contracied by the EDP Finance BV with bank entities, non-convertibe bonds,
commercial paper and other boirowings. interest was calculated based on inferest rafes in force at the year-end.

As menfioned on the subsequent events, in January 2013 EDP Finance BV and EDP SA enfered info a five year Euro term loan in the amount of 1,600 million of Euros,
infended 1o replace ihe existing 925 million of Euros of revolving credit facility maturing in April 2013 and 1,100 million of Euros of revelving credit facllity malturing in
November 2013. If £DP Finance BY does not raise addiional funds in the debt capital markei or / and bank loan markes, the remaining short term commitments are
ensured by the term deposits available and the 2,000 million of Euros revolving credit facility which is 1,900 mifion of Euros available.

. Related porfies

Muain shareholders and shares held by company officers

£DP - Energias de Porfugal, S.A. holds #00% of £DP Finance, BV's share capital.

Other Relaied Parfies

TMF Netherlands BV fulfiis adminisirative services te the Company and provides two statutory directors 1o the Company.
Remunerdtion of directors

The charges regarding remuneration of directors and former directors amounts 1o 10,948 Euros {2011: 10,948 Euros).
Balances and transactions with relcled parties

As at 31 December 2012, the outstanding recetvables wilh refated parties are analysed as fofiows:

Loans Other
Granted Recelvables Total
Eura’C00 Eure'000 Eura’000
EDP - Energics de Poruged, SA. 6,862,128 - 6,862,128
EDP Sucursal en Espahia, S.A. 3,250,779 - 3,250,779
EDP Renovdvels, S.A. 2,963,160 - 2,963,160
Hidroeleciica del Cantabrico, S.A. 1,956,794 678 1,957,472
Other 435410 33 435,443
15,468,271 71 15,468,982
As at 31 December 2013, the outstanding recelvahles with related parties are analysed os follows:
Loons Other
Granted Receivables Total
Euro'000 Euro'000 Eurg'000
EDP - Energias de Porugdl, S.A. 5,207,187 - 5,207,187
EDP Sucursal en Esparia, SA. 3,322,254 - 3,322,254
EDP Renovaveis, S.A. 2,988,664 - 2,988,864
Hidroeléctrica def Cantabrico, S.A. 1,957,000 645 1,957,645
Ciher 352,652 239 352,891
13,827,957 584 13,828,841
As at 31 December 2012, the oulstanding payables  with related parfies are anclysed as follows:
Loans Other
Obigined Payables Total
Euro'000 Fura000 Euro’000
EDP - Energlos de Porfugal, S.A. - 482,419 482,419
EDP Sucursat en Espafia, SA. 100,098 - 100,098
Other 13 1 14
Al 482,420 582,531
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As at 31 Decemnber 2011, the outsianding payables with telated parfies are analysed as follows:

Loans Other
Obtained Payables Total
Euro000 Euro'000 Euro'000
EDP Sucursal en Espeia, S.A. 116,836 - 16,836
Other 1 349 350
116,837 349 117,186

Income and expenses refated to fransactions with reloted paries as at 31 December 2012, are as follows:

Inferest on
Infra-Group
Financial Mov. Other Tolal
Euro’000 Euro’000 Eure’000

EDP - Energias de Portugal, S.A. 47,227 -705 46,522
EDP Sucursal en Espaiic, S.A. 182,288 - 182,288
EDP Renovaveis, S.A. 168,373 - 168,173
Hidroelécirica del Cantebrice, S.A. 112,322 678 13,000
Other 22,724 27 22,751
532,734 - 532,734

Income and expenses relaled 1o fransactions wilh related parfies as ot 31 December 2013, are as follows:

Interest on
Intra-Group
Financic Mov. Other Total
ELre’000 Eurc’000 Eura’000

EDP - Energias de Porlugal, S.A. 79,489 -697 78,792
EDP Sucursal en Espafia, S.A. 173,978 - 173,978
EDP Renovdvels, S.A, 152,017 - 152,017
Hidroelécirica del Cantabrico, S.A. 137,055 683 137,738
Other 6,103 14 6,117
548,642 - 548,642

23. Fdir value of inancial assels and Haobllties

Fair value of financial insiruments Is based, whenever availoble, on listed market prices. Ctherwise, fair value is detersninad through infernal models, which are based on
cash flow discounting fechniques and opfion valuation models or through guotetions supplied by third parties. These models are developed considering the market
variables which affect the financial instruments, namely yield curves, exchange rates and volaltility factors, including credit risk,

Market data Is obtained from stock exchange and suppliers of financlal data Bloomberg and Reuters). The credil risk factor in the data Is based on the credit spread of
simnilar companies it the market.

As at 31 Decernber 2012 and 2011, the following table presents the Interest rale curves of the major currencies to which the Company is exposed used for cash flow
discount (in ciddition fo the rates listed below, the company adjusts discount rafes for credit risky:

81 December 2012 31 December 2011
Cumency Currency
EUR Usp EUR usp

3months 0.19% 0.31% 1.36% 0.58%
6 months 0.32% 0.51% 1.62% 0.81%
Tyear 0.54% 0.84% 1.95% 113%

2 years 0.38% 0.39% 1.31% 0.73%
3years 0.44% 0.48% 1.36% 0.82%
4years 0.60% 0.64% 1.54% 1.01%
Syears 0.77% 0.83% 1.72% 1.23%
6years 0.95% 1.06% 191% 1.45%

7 years 112% 127% 2.07% 1.64%

B8 years 1.29% 147% 2.19% 1.80%

9 years 1.43% 1.65% 2.29% 1.93%
10 years 1.57% 1.81% 2.38% 203%
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Fair value of assets and liabilities as at 31 December 2032 and 31 December 2017 is analysed as follows:

Dec 2012 Dec 2011
2?::3;? Falr value bifference (c::?n"::fr!g Fair volue Difference
Euro'000 Euro'000 Euro’000 Eura'000 Eura’000 EUre’000
Finarncial assets
Loans and receivables 1o group entities 15,468,271 14,927,761 -540,530 13,827,958 12,357,250 -1,470,708
Derivative financial instruments 219,186 219,186 - 186,252 186,252 -
Cash und cash equivalents (assels) 343,585 343,585 - 403,883 403,883 -
16,031,042 15,490,532 -540,510 14,418,093 12,947,385 -1,470,708
Financlal labllities
Debt securilies 9,343,332 9,466,978 125,646 9,748,525 8,306,170 -1,442,355
Loans and credit faciiiies from third parties 5,888,595 5,840,325 48,270 4,330,916 3,751,594 -579,322
Loans from group entitles w00.1m 100,11 - 16,837 136,837 -
Amounts owed on purchased debt securifies 480,000 480,000 - - - -
Derivative fineneial Instruments 48,673 48,673 - 58,7262 58,262 -
15,858,711 15,936,087 77,376 14,254,539 12,232,862 -2.021,677

The market value of the medium/long term loons is calculated bosed on the discounted cash flows at market inferest rates at the date of the staternent of financial
position, increased by the best esfimate, of the same date, of market conditions applicable 1o the Company's debt, based on ils average ferm. Regarding shorl term debi
feurrent account], the market value does not differ substanially from the book value.
According o IFRS 7, EDP Finance BY established the way it obtains the fair value of its financial assets and liabilities. The levels used are defined as follows:

e Level 1— Fair value based en the available listed price not adjusted) in the identified markets for assels and liabilities;

® level 2 — Fair value based in markef inputs not included in Level 1, but observable in the market for the asset or fiability, either directly or indirectly;

® |evel 3 —Fair value of the assets and liabilities calculated with Inputs that are not based on observable market information.
The fair value of EDP Finance BV financial assets and liabfities, in 2011 and 2012, is included in Level 2, described above.

Subsequent evenis

On 28 January 2013, EDP Finance BY reimbursed 200 million of Euros of the 2,000 milllon of Euros of Revolving Credit Facility, dated 3 November 2010, decreasing the
drawndown amount fo 100 million of Euros.

On 31 January 2013, EDP Finance 8Y and EDP SA entered into a five year Euro ferm loan in the amount of 1,600 million of Euros. This new facility, involving sixteen domestic
and Infernalional banks, is intended o replace the existing 925 million of Euros of revolving credit facility maturing in April 2013 and 3,100 million of Euros of revolving credit
facility maturing in November 2013.

Recent accounting standards and Inferpretations lssued

The new standards and interpretations thal have been issued and are already effective and the Company has appliad on its financial stalements con be andlysed as
follows:

RS 7 iamendment) - Financia! instruments: Disclosures for transfer transactions of financial assets

The international Accounting Standards Board AS8), Issued in October 200, the IFRS 7 [Amendmenty - Financial insiruments: Disclosures for transfer fransactions of
financial assets, with effective application date fo years starfed after 1 July 2013, early adoption being affowed.

The amendments will affow users of financial stafernenis to improve their understanding of transfer transactions of financial assets for example, securitizations), induding
understanding the possible effects of any risks that may remain with the entily thot fransferred the assels.

Na significant impact in the Company resulted from the adoplion of this change.
Standards, amendments and interpretations lssued but not yet effective for the Company
IFRS 7 idmendment] - Financial instruments: Disclosures for offsetiing of Binanciol assets and financial llabililes

The tnternational Accounting Standards Board (ASB), issued in December 2011, the IFRS 7 (Amendmend] - Financial instrumenis: Disclosures for offsetling of financial
assets and financiol Hobilites, with effective application date to vears started after 1 Jenuary 2013, early adoption being allowed.

The amendment will require disclosures to indude informafion that will allow the evaluation of the effect or pofencial effect of netfiing arrangements, including rihts of set-
off associated with recognition of financial assels anf finencial liabilities on the finandial position of the company.

The adoption of this amendment will only have impact on the firancial statements disclosures.
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IFRS 9 - Financid! insfrumenis

The International Accounting Standards Board {1ASE) issued in November 2009, IFRS 9 - Finandial instruments part 1: Classification and measurement, with effective dale of
mandualory application for periods beginning on or after 1 January 2015, being allowed its early adoption. This standard has not ye! been endorsed by the European

Union,

This standard i included in phase | of the 1ASB's comprehensive project to replace 1AS 39 and relates 1o issues of dassification and measurement of finandial assets. The
main issues considered are as follows:

- The financial assefs can be classified in fwo categories: at amertised cost or ¢f falr value, This decision will be enade upon the Initial recognition of the financial assets. Its
dussification depends on how the enfity presents these financial assets and the contrachual cash flows assoclaled to each finencial asset in the business;

- Debl insfrumends model can be measured ol amortised cos! when the coniractual cash-flows represent only principa! and interest payments, which means that i
contains enly basic loan features, and for which an enfity holds the asset to cellect the contractual cash flows. All the ofher debt instruments are recognised at fair value;

- Equity instruments issued by third parfies are recognised at fair value with subsequent changes recognised in the profit and loss. However an entity could irrevocably
elect equity insiruments at inifia! recegnition for which fair value changes and the reclised gain or loss are recognised in fair vafue reserves. Gains and losses recognised
in fair value reserves can not be recyded fo profit and loss, This is a discrefionary dedision, and does not imply that all the equity Instruments should be freated on this
basis. The dividends received are recognised as income for the year.

The Company Is evaluating the impact of adopting this standard after endorsment by the £U.

FRS 13 - Falr value measuremnent

The Infernalier:al Accounling Standards Board (ASB), issued in May 2011, the IFRS 13 - Fair value measuremant, with effective application date fo years started after 1
January 2013, early adoption: being allowed.

This standard defines fair value, provides a guidance on ifs deferminafion and introduces consistent requiremnents for disclosures on fair value measurements. However,
does not include requirements on when fair volue measurement is required and i¢ prescribes how fair value is fo be measured if ancther standard requires it.

No significani impact in the Company resulted from the adoption of this standard is expected.

1AS 1 {Amendment] - Presentation of Bems of other comprehensive income

The international Accounting Standards Board JASB), issued in June 201, the (AS 1 {Amendmend) - Presentation of iterns of other comprehensive income, with effective
application date to years starfed after 1 July 2012, early adoptien being allowed.

The amendment reguires the following issues:

- Option fo present profit or loss and other comprehensive income in either a single continuous staterent or In two separate but consecutive staterments;
- Iterns of other comprehensive income are required to be grouped info those that will and will not subsequently be reclassified 1o profit or loss;

- Tax on flems of other comprehensive income is required to be dllocated on the same basls.

No significant impact in the Company resulted from the adeption of this standard is expecied.

145 27 {Amendmen] - Separate financial statements

The Infernational Accounting Standards Beard [ASB), issued in May 2011, the 1AS 27 {dmendment) - Separate financial statements, with effective applicafion date to years
started after 1 January 2013, early adoption being allowed.

The amendement resulted from the project of the Board on consclidation. A new IFRS, IFRS 10 - Consclidated financial statements, addressed the principle of contrel and
requirements relating o the preparation of consolidated financial statments. As a result, 1AS 27 now contais requirements relating only fo separcale financial staiments.

Ne significant impect In the Company resulted from the adoption of this standard is expected.

1S 32 [Amendment) - Offselfing financial assels ans financial iabilities

The International Acceunting Standards Board {IASS), issuad in December 2011, the $AS 32 {Amendmenl) - Offsetling financial assels ans financial fiabilities, wilh effective
application date to years started after 1 January 2014, ecrly adoption being allowed,

The amendment clarifies: (i} criterion that an entity "currently has o legally enforceable right to set off the recognised amounts®; and (i} criterion that an enfity “intends to
seftle on a nef basis, or o redlised the asset and setile the liability simultaneously.

No significant impact in the Company resulted from the adoption of this standard is expected.
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Invesiment Entifies - Amendmends to IFRS 10, IFRS 12 and IAS 27

The International Accounting Standards Board #AS8)issued In Cclober 2012, invesiment Enlifies - Amendments to IFRS 10, IFRS 12 and 1AS 27, with effective date of
mandaiory application for periods beginning cn or after 1 Jenuary 2014, being allowed ils early adepiion.

iASB defines the ferm "invesiment enfify” as an entity whose business purpaese in fo invest in funds sofely for returns from capital appreciation, investiment income or both,
and must evaluck the performance of ifs invesiments on a fair value basis.

No significant impact in the Company is expected from the adoption of this change.

In May 2012, IASB published the Annwual improvement Project 1hcﬁ implied changes to the standards in force. However, the effective date of the referred changesis 1
Jonwary 2013, being early adoption dllowed.

e Changesto IAS 1- Presentafion of Financial Statements. This changes dlarifies the difference between voluntary addifonal cemparative information and the minimirm
required comparative information In cases of retrospective staternents, reclassifications and changes in accounting policies. Generally, the minimum required
comparative information is the previous petiod.

Mo significant impact is expected in the Company from the adeption of this change.

e Changes 1o JAS 32 - Financial Instruments: Presentation. The amendment darifies that income taxes arising from distributions to equity holders are accounted in
gecordance with 1AS 12 Income taxes.

No significantimpact is expected in the Company from the adoption of ihis change.
Amesterdam, 5 March 2013

The Managing Directors

EDP — Erergios de Porfugef, S.A.

Burg, J. C. W.van.

Gorizen, M. M.

TMF Netherands B.V.
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OTHER INFORMATION

Statutory provisions congerning appropriation of results

Subject to the provision under Duich law that no dividends can be declared unfil all losses have been recovered,
retained earnings are ot the disposal of the shareholders in accordance with arficle 20 of the Atticles of
Assaciation of the company.

Furthermore, Dutch law prescribes that a company may take distributions fo the shareholders and other persons
enlified to distibutable profits only to the extent that is shareholders’ equity exceeds the sum of the amount of the
paid and called up part of the capital and the reserves which must be maintained under the law of the articles.

Proposed appropriation of result

The Managing Directors proposes to add the profit for the financial year ended 31 Decermnber 2012 in the amount
of EUR 10,779,262 .59 to the dccumnulated results.
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Independent auditor’s report
To: the General Meeting of Shareholders of EDP Finance B.V.

Report on the financial statements

We have audited the accompanying financial statements 2012 of EDP Finance B.V.,
Amsterdam, which comprise the company statement of financial position as at 31 December
2012, the company statements of comprehensive income, cash flows and changes in equity for
the year then ended and notes, comprising a summary of the significant accounting policies and
other explanatory information.

Management’s responsibility

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the
European Union and with Part 9 of Book 2 of the Netherlands Civil Code, and for the
preparation of the report of Managing Directors in accordance with Part 9 of Book 2 of the
Netherlands Civil Code. Furthermore, management is responsible for such internal control as it
determines is necessary to enable the preparation of the financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing,
This requires that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
Judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion,

KPMG Accountants N.V., registered with the trade register in the Netherlands

13X0010438AVN under number 33263683, is a subsidiary of KPMG Europe LLP and a member firm
of the KPMG netwoark of independent member firms affiliated with KPMG
International Cooperative ('KPMG International'), a Swiss enlity,




Opinion

In our opinion, the financial statements give a true and fair view of the financial position of EDP
Finance B.V. as at 31 December 2012 and of its result and its cash flows for the year then ended
in accordance with International Financial Reporting Standards as adopted by the European
Union and with Part 9 of Book 2 of the Netherlands Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2:393 sub 5 at ¢ and f of the Netherlands Civil
Code, we have no deficiencies to report as a result of our examination whether the report of
Managing Directors, to the extent we can assess, has been prepared in accordance with Part 9 of
Book 2 of this Code, and whether the information as required under Section 2:392 sublatb-h
has been annexed. Further, we report that the report of Managing Directors, to the extent we can
assess, is consistent with the financial statements as required by Section 2:391 sub 4 of the
Netherlands Civil Code.

Amstelveen, 5 March 2013
KPMG Accountants N.V.

L..H.A . Kreuze RA

13X0010438AVN 2



