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' Ita Hydroelectric
Power Plant

Energy, Movement, Change.

e e e e

Change is associated with the energy-movement dynamic, be it physical,
geographical, cultural, scientific or societal.

» Mi1ssion

Energy and movement provoke change in a cycle that begins with each Gene}’ating energy for hfe

action, for example, from the movement of the waters along the blades
of a turbine to generate energy to our muscles to flip a switch, from the
electrons in the electric current that is turned on to the photons that emit
light from a bulb.

Tractebel Energia focuses its actions for a movement toward change based
on respect for the environment, in harmony with social and economic
development. It manages its impacts and strives to maximize benefits and

contribute to create a society that is more ethical and sustainable. )) \/1810 I |

|
|
|
|
This report reminds us of different circumstances of the connection In a sustainable way, to be the best |
|
|
|
|

between movement and energy generating change in 2011, both in the . .
Company’s operations and in the global context, looking to the future as energy Company n Brazﬂ.

Tractebel Energia’s activities require.

»Values

Professionalism, Sense of Partnership,
Teamwork, Creation of Value,
Respect for the Environment, Ethics.
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2011 Highlights

Eighth consecutiv‘e.\ record Proprietary installed = Startup of the Estreito Hydroelectric
. Power Plant with 1,087 MW, 40.07% of

which belongs to the Company. On

capacity expanded\‘by
3.4% over 2010, reaching
6,690 MW at the end of
2011, or about 6% of the
total installed capacity

annual net income 3
R$1,448.1 million (R$2.2185
per share), up 19.5%

over 2010.

December 31, four of eight generating

units were fully operating, representing
75% of the plant’s total assured energy.
in Brazil.

13. First investment grade of the Company'’s
history (BBB- by Fitch Ratings), in addition
to brAA+ rating with a positive outlook
by Standard & Poor's.

per share or 100% of the adjusted
distributable net income.

A 983% uptime ratio at the plants\"
excludfhg scheduled stoppages, beinB\
% for hydroelectric generation, 97.2%

npanies
17. crosen as the best to work for in Brazil
electric and utility
company in investor
Addition of 30 free
market industrial

relations by the Latin
America Executive Team

. consumers and 12 assessment published
Consolidated net o
corporate groups to by Institutional Investor

sales revenue at
R$4,327.0 million,
up 5.5% in 2011.

the client portfolio, magazine.
totaling 195 units from

85 groups served.

/at 3,879 average
MW, up 0.4%
over 2010.

9.0% over the price in 2010.
Opening of the
company’'s new
headquarters in
Florianopolis, Santa

Catarina State.
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11. Start of

installation of
five new

wind farms.

12. Presence on BM&FBovespa's
ISE — Corporate Sustainability
Index since its first edition in 2005.

15. Consolidation of the asset
combination between International
Power and GDF SUEZ.

16. Highlight in the 15" Anefac
— Fipecafi — Serasa Experian
Transparency Award for the quality
of the 2010 financial statements.

18. lj‘a\gnch of the Tractgbél Energia Climate

Change_Policy ard completion of the first

emissions inventory.

20. Opening of the Entre Rios do Sul Culture
and Sustainability Center in Rio Grande
do Sul State, near the Passo Fundo.
Hydroelectric Power Plant.
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Key Indicators

EcoNoMIC ScopE Net Income ___EBITDA® RS million)
(RS million) and EBITDA Margin (%)
Change 1448

Indicators 2009 2010 2011 2011/2010 4 2,910
Economic indicators (R$ million) 1,091 1212 2.202

Net revenues from sales 3,496.7 41004 4,327.0 55%

EBITDA? 2,201.7* 2,611.5 2,909.7 114%

EBITDA margin (%) 63.0* 63.7 67.2 35p.p.

Earnings from services — EBIT? 1,777.0* 2,150.2 2408.6 12.0%

Financial result (239.8) (428.8) (373.8) -12.8% \

Net income 1,090.9° 1,211.6* 14481 19.5% - -- N_.

2009 2010 2011

Financial indicators (R$ million)

Total assets 109344 12,8503 12,371.2 3.7% - - - 3 B cBiTDA mm EBITDA
Shareholders' equity 44490t 5,072.7 5450.3 74% 2009 2010 2011 Margin
Investments® 3236 2,208.0 320.0 -85.0%

Adjusted net debt® 2,160.0 3,361.3 2,8674 -14.7% ) _

8 EBITDA = operating income + financial

Shares result + depreciation and amortization
Number of shares (‘'000) 652,742 652,742 652,742 0.0%

Net earnings per share (RS) 16712 1.8562 2.2185 19.5%

Average share price (RS)’ 19.33 22.78 29.96 31.5%

Distribution of dividends (RS million) 6239 6644 1,429.3 115.1%

Market Net Revenues from Sales __salesVolume
Contracted energy sales (GWh) 30,911 33,838 33,984 0.4% RS miiony (avg MW)

Contracted energy sales (average MW) 3,529 3,863 3,879 04%

N el |
Workforce M o @ @
< I M %)

Number of employees 990 1,033 1,084 4.9% :2

! Considers accounting adjustments or reclassification.

2 EBITDA = operating income + financial result + depreciation and amortization

5 EBIT = operating income + financial result

4 Considers adjustments or reclassification. If calculated under BRGAAP, effective prior to 2010, net income would have been
RS$1,134.4, as reported at that time. See Note 2 to the Financial Statements

° Does not include interest incurred on construction

5 Adjusted net debt = gross debt - cash and cash equivalents.

7 Simple average of closing prices

"72009 2010 2011

"2009 2010 2011
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ENVIRONMENTAL SCOPE

Change
Indicators 2009 2010 2011 2011/2010
Native saplings planted and donated (1,000) 429 396 540 364%
Recycled non-hazardous waste (%) 958 976 99.9 2.3 p.p.
Power consumed per GJ generated (GJ) 0.014 0.012 0.018 N/A°
Water consumption (m* million) 104 4.6 54 174%
CO, emissions per MWh generated (CO,/MWh tonnes) 1.27 123 115 -6.5%
Investments in improvements for environmental preservation 76.5 48.6 24.7 -49%

(RS million)?

9 In 2011, as per the direction of its controlling shareholder, the Company changed the methodology for measuring consumed power, hindering direct comparison

with the consumption of the previous years

Y The decreased amount invested since 2009 is due to the significant investment in that year regarding enhancements in environmental preservation.

SociIAL Score

Change
Indicators 2009 2010 2011 2011/2010
Investments in Social Responsibility (RS million)
Voluntary investments in social projects (RS million) 59 9.8 10.2 4.1%
Visits to plants 37708 45,400 41,931 -7.6%
Indicators on the number of employees
Number of direct employees 990 1,033 1,084 49%
Number of outsourced professionals 729 680 907 334%
Investment in training and professional development 54 37 33 108%
(RS million)
Average hours of training per employee during the year 32,690 91,523 80,445 -12.1%
No. of occupational and transportation-related 1 9 7 22 2%

accidents — employees
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Distribution of Added Value

5.3%
% 1 1032
0.0 [ P
12.6% 41.7%

40.4%

P Government

WAl Own Capital

I Third Party Capital
B Employees

Energy Production

(GW/n)

42,986

2009 2010 2011

Evolution of Proprietary Installed Capacity

o -
3 E

@ o)

™

C,

[Te)
L A N L _
1998/1999 2000 2001 2002 2003

to 2006

't Considers full operation of the Estreito HPP, slated for 2012

6,094
6,188

2007 2008 2009 2010 2011
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In 2011 net income reached a new

record of R$1,488.1 million, growing 2 0 1 1
32.77% in the past two years. = _____________

2010 | 1,212

RIRRR B
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Message from the
Management

Track record of
achievement

« Tractebel Energia .

Sustainability Report . 2011

In 2011, Tractebel Energia maintained its track record of achievement despite a
background of global crisis, changes and political and economic uncertainty.
The Company posted a net income of R$1.45 billion, 19.5% more than

reported in 2010 while its EBITDA (earnings before interest, taxes, depreciation
and amortization) reported an increase of 11.4%, once more indicative of its
operational efficiency. In the midst of the volatility which characterized the stock
exchanges throughout the year, Tractebel Energia’s shares registered an increase
of 16.2%, against a decline of 18.1% in the Ibovespa.

The consolidation of the assets combination of International Power and GDF
SUEZ enhanced the international projection of the Group and Tractebel Energia
and brought improvements to our systems and internal controls.

Today we operate 22 plants in 12 states in the five regions of the country. In
2011, we reported an overall uptime of 98.3% at the plants which we operate,
excluding scheduled maintenance stoppages. With the startup of the fourth
generating unit at the Estreito Hydroelectric Plant in December, our total
proprietary installed capacity has already reached 6,690 MW, of which 82%
originating from renewable sources: water, wind and biomass. For the 14"
consecutive year, we are the largest private sector generator in the country,
accounting for about 7% of Brazilian electricity consumption.

More than 90% of the installed capacity which we operate is certified
according to NBR ISO 9001, NBR ISO 14001 and OHSAS 18001 standards -
respectively, Quality, the Environment and Occupational Health and Safety.
To further enhance our commitment to sustainable development, during the
year, the Company launched the Tractebel Energia Climate Change Policy
Change, which incorporates commitments for effective actions against these
changes and their impacts.

The focus on sustainability, the size the Company has reached and its growth
prospects were responsible for another important event in 2011: we moved to
new head offices which, like the previous offices, are located in Floriandpolis
in the state of Santa Catarina. Modern and equipped with more technology,
the new headquarters adhere to the principles of a sustainable construction,
rationalizing the use of natural resources.

As to our commercial activities, it is important to note that rainfall volumes in 2011 were among the
largest ever registered in Brazil. This increased the supply of energy at the same time that the world crisis
saw a dip in consumption. These two factors were instrumental in depressing spot prices below those
recorded for previous years. However, the strategy of maintaining high levels of contracted energy over
the medium term ensured that Tractebel Energia was able to protect its revenues during the year.

The year was a special one for our relationship with the communities in which our plants and head office
are inserted thanks to a project which is a concrete result of our practices of social responsibility. On July

7, 2011, we inaugurated the Cultural Center in Entre Rios do Sul, the municipality in which the Passo Fundo
Hydroelectric Power Plant is located in the state of Rio Grande do Sul. Built with the support of Tractebel
Energia, the Center is managed on an autonomous basis by a community association. It offers an auditorium
for 150 people, a library, a room for promoting digital inclusion and professional training workshops. The
expectation is that this enterprise will represent a milestone in the region'’s cultural development.

ek,

Cultural Center of
Entre Rios do Sul

Tractebel Energia . Sustainability Report . 2011 »
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As with previous years, 2011 proved to be an important one in the number of
accolades which the Company received. Tractebel Energia featured for the first
time in the ranking of Vocé S.A. and Exame magazines and was elected one of
the best 150 companies to work for in Brazil. The account statements and the
relationship with investors were once more recognized for their outstanding
transparency and quality. And for the seventh consecutive time, the Company was
included in BM&FBovespa's ISE — Corporate Sustainability Index.

Among the challenges facing the Brazilian electricity sector in 2012, the renewal of
concession contracts which are to expire in the next few years is a question which
demands responsibility. Clarification of this process that takes into account the
need for expansion and equilibrium over the long term is of prime importance. Also
critical is the need to ensure responsible competition in auctions of new projects
conducive to the sustainability of the electricity sector, principally in its economic
dimension, without adversely affecting the social and environmental dimensions.

The New Year will bring many opportunities. Brazil has a plenitude of hydraulic
resources and has unquestionable experience in the implementation and

operation of hydroelectric projects. The hydraulic base of its energy matrix permits
incomparable operational flexibility through the use of renewable sources. This fact
prompts us to recommend that consideration again be given to implementing plants
with reservoirs as a complement to the run-of-river installations, a move which would
reduce the need to dispatch energy from fossil fuel-fired plants. The wide-spread
availability of biomass, wind and sunlight and the complementary nature that these
similarly renewable resources represent for hydroelectricity are also privileges which
Brazil enjoys. Events such as Rio+20 and the World Water Forum, both of which to be
held in 2012, are opportunities for Brazil to explore these themes and show that it can
plan, implement and operate its energy matrix in a sustainable manner.

From the specific point of view of Tractebel Energia, it is our intention to expand

our generating complex in large part through the use of these sources. The
Company has a diversified and complementary nature which is similar to that

Sustainability Report . 2011

of Brazil as a whole and this also allows us to innovate in our commercial strategy. Our plans
include the enlargement of our client portfolio as well as ramping up our trading activities.

The year brings two key challenges in the implementation of projects which are already integral to
the Company's portfolio. One is the conclusion of new wind farms in the states of Piaui and Ceara
with a total capacity of 1454 MW. This project has brought with it an important innovation: the
energy generated will be offered to the promising market of special clients — those where demand
exceeds 500 kW. The other challenge involves the startup of all the generating units at the Estreito
Hydroelectric Power Plant. Both projects enshrine initiatives for sustainable regional development
additional to the commitments which the Company assumes under its licensing agreements.

In addition, three new cultural centers are to be installed with Tractebel Energia’s support:
one in Quedas do Iguacu in the state of Parana, where the Salto Osorio Hydroelectric Power
Plant is located, another at Alto Bela Vista in the state of Santa Catarina in the region of

the Ita Hydroelectric Power Plant and the third in Capivari de Baixo, also in Santa Catarina.
The latter is part of the Jorge Lacerda Environmental Park, which has an area of 50 hectares
and in addition to the cultural center, includes cycle paths, walking trails, a museum and

an acoustic shell, among other leisure, cultural and environmental education attractions

for the region.

As is the case every year, we would like to make a point of sharing our success in 2011 with
our stakeholders. We conclude by expressing our optimism in our ability to overcome the
challenges and the commitment to ensuring that 2012 will be one more year of success for
Tractebel Energia.

Manoel Arlindo Zaroni Torres
Chief Executive Officer

Mauricio Stolle Bahr
Chairman of the Board of Directors

Tractebel Energia . Sustainability Report . 2011 »
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About the
Sustamnability Report

This Sustainability Report was drafted in accordance to the Global Reporting Initiative Topics of interest to stakeholders according to the survey:
(GRI) guidelines for the fifth consecutive year and sheds light on the Company'’s » Economic performance;

management and performance in 2011 in corporate governance, economic, social and » General environmental management;

environmental aspects, as well as detailing Tractebel Energia’s profile. » Occupational health and safety;

» Compliance with federal, state and local laws;
The publication’s objective is to deliver complete, transparent accountability for the » Community.
period, in addition to being a communication channel between the Company and its
stakeholders.

CONSULTED STAKEHOLDERS

In order to identify the main themes for the Company and present complete
information on each of them, the Report was developed by a multidisciplinary Social
team composed of representatives of various Tractebel Energia areas, including the envir::r:::éntal

Sustainability Committee. and industry
entities ’

Additionally, Tractebel Energia surveys its stakeholders before the Report is elaborated
through an electronic survey concerning the subjects considered most significant and
which should be studied with more depth in the publication.

Employees
_________________________________________________________________________________ and their
representatives

GRI provides an international standard Application level of GRI guidelines
for elaborating sustainability reports
and seeks to stimulate presentation C C+ B B+ A A+
of transparent and internationally S

) . . S | self With With With
comparable information regarding B | pectared External External External

. . 5 Assurance Assurance Assurance
sustainability performance over the =
years and among organizations in all Third Party With With With
External External External

sectors. To learn more about GRI, log Checked S N o N
on to www.globalreporting.org.

Assurance Assurance Assurance '/ \‘ ’/ N \‘
] With With + ! ! . 1 . !
GRI m e ﬁ#ﬂ i Government § Suppliers i Community §
Checiss Assurance Assurance D 1 1 \ 1
. N 7 N 7
For the fourth consecutive year, N ’ = -

Optional

o
5
=]
rod
(7]

Tractebel Energia’s Sustainability Report The reported data cover Tractebel Energia, all its subsidiaries

was classified as A+, which means and its stakes in consortiums.
that the publication reached the most
comprehensive level of compliance

with GRI guidelines (A) and was
externally verified by independent
auditors (+).
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1. Company Profile
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TRrACTEBEL ENERGIA

Tractebel Energia is the largest private power generator in the country, present in
12 states across Brazil and headquartered in Florianopolis, Santa Catarina State. Its
22 plants are operated according to the Tractebel Energia Sustainable Management
Policy, and 15 are NBR ISO 9001, NBR ISO 14001 and OHSAS 18001 certified —
decisive factors for keeping its overall uptime near 100%. Excluding scheduled
stoppages, in 2011, this indicator remained at 98.3%, the same as in 2010. With a
workforce of 1,084 employees and 3,451 service providers, the Company reached a
market value of R$19.6 billion at the close of 2011. Its clients are distributors, traders
and free market customers. Controlled by International Power, in turn controlled by
GDF SUEZ, Tractebel Energia is listed on the Novo Mercado and has been a part of
the BM&FBovespa's ISE since its creation.

SHAREHOLDING, CORPORATE AND ORGANIZATIONAL STRUCTURE
' New Headquarters in Florianépolis,
. Santa Catarina State

CONTROL

In 2011, the asset combination between International Power (IPR) and GDF
SUEZ was consolidated. With this combination, GDF SUEZ became the largest

independent power producer in the world, with a total installed capacity of Participacdes, which holds 68.71% of Tractebel Energia’s capital stock. GDF SUEZ's
114.5 GW at the end of the year — and GDF SUEZ plans to expand it in the other business lines are: Europe Energy, Gas, Infrastructures, Energy Services and
coming years. IPR is now responsible for one of GDF SUEZ's six business lines: Environment.

International Energy, which includes Latin America via GDF SUEZ Latin America
On December 31, 2011, the Company’s capital stock totaled R$2,445.8 million, divided

into 652,742,192 common shares. Tractebel Energia has more than 15 thousand
shareholders from 39 countries. Its shares are listed on the Novo Mercado of the
BM&FBovespa under the TBLE3 ticker symbol and on the New York Stock Exchange
(NYSE Euronext) through a Level | ADR program under the ticker symbol TBLEY.
Each ADR, or American Depositary Receipt, corresponds to one common share.

Shareholding Control

I GDF SUEZ Energy Latin America
Il Banco Classico
== Other
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SUBSIDIARIES

Tractebel Energia owns four
subsidiaries: Companhia Energética Sdo
Salvador, Lages Bioenergetica Ltda.,
Tractebel Energias Complementares
Participacoes Ltda. and Tractebel Energia
Comercializadora Ltda. The first is
legally responsible for the Sao Salvador
Hydroelectric Power Plant, while the
second is responsible for the Lages
Cogeneration Unit and the third, for the
Beberibe and Pedra do Sal wind farms,
the Ibitiliva Bioenergética biomass-fired
power plantin a consortium in which

it holds with 87.99% - and three small
hydroelectric power plants (SHPP):
Areia Branca, José Gelazio da Rocha
and Rondonopolis. The latter two are
controlled by specific purpose entities
Hidropower and Tupan, respectively.

« Tractebel Energia . Sustainability Report . 2011

Tractebel Energia Comercializadora
is the responsible for intermediating
and operationalizing purchases, sales,
imports and exports of energy on the
free market.

The Company also holds 2.82% of
Machadinho Energética S.A. (Maesa),
19.28% of Machadinho Consortium, and
48.75% of joint venture Ita Energética
S.A. (Itasa). Itasa, in turn, holds 60.5% of
the Ita Consortium, for its part holder
of the operating rights to the Itad HPP,
in which Tractebel Energia also directly
holds 39.5%. Adding its share of Itasa
and in the Consortium, the Company
owns 68.99% of the Ita Hydroelectric
Power Plant. The shared control of
Itasa is governed by a shareholders’

agreement and decisions of common
interest at the Ita Consortium are
made by a management committee
composed of four members, two of
which represent Tractebel Energia.

At the Estreito HPP. operated by
Companhia Energética Estreito,
Tractebel Energia holds 40.07% of the
Estreito Energia Consortium (Ceste).

“ Estreito Hydroelectric
, Power Plant

Corporate Structure!?

99.99%

Companhia
Energética Estreito

40.07%

Consorcio
Estreito Energia

2 Simplified structure.

S

Companhia
Energética
Séo Salvador

Energia
Sustentavel
do Brasil

99.99%

Lages
Bioenergética

International Power

\/

T

ﬁlnterna’tional Power

y GDF S\ ez
e —

Energy Latin America
Participacdes Ltda.

87.37%

ﬁlnternational Power

GDE sez
——

nergy Brasil

T —
E
|
MERCADO |
BMAFBOVESPA

99.99%
99.90%

Tractecbel

Comercializadora Tractebel Energias

Complementares

99.99%

Areia Branca

99.99%
Beberibe

48.75%
ITASA

Ita Energética
\ MAESA

Machadinho
Energética

99.99%

Pedra do Sal ///9/9./9'9 %

Engrgias Edlicas
_~do Nordeste

87.99%

Ibitiuva
Bioenergética
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Generation Complex and Installed Capacity

(On December 31, 2011)

Hydroelectric Power Plant
Thermoelectric Power Plant
Biomass Power Plant

Wind Farm

oon)

1. Passo Fundo: 226.0 MW
2. Alegrete: 66.0 MW

3. Charqueadas: 72.0 MW
4. 1ta*: 1,450.0 MW

5, 6, 7. Jorge Lacerda Complex'*: 857.0 MW

8. Lages: 28.0 MW

9. Machadinho®: 1,140.0 MW
10. Salto Osorio: 1,078.0 MW
11. Salto Santiago: 1,420.0 MW
12. Ibitiuvat®: 33 MW

13. Areia Branca: 19.8 MW

14. William Arjona: 190.0 MW
15. Ponte de Pedra: 176.1 MW
16. Rondondpolis: 26.6 MW

17. José Gelazio da Rocha: 23.7 MW
18. Cana Brava: 450.0 MW

19. Sao Salvador: 243.2 MW
20. Estreito': 1,087.0 MW

21. Pedra do Sal: 18.0 MW

22. Beberibe: 25.6 MW

¥ Tractebel Energia’s installed capacity corresponds to 1,126.9 MW.
“ Thermoelectric Complex composed of three plants

> Tractebel Energia’s installed capacity corresponds to 403,9 MW.

Small Hydroelectric Power Plant

¢ Tractebel Energia’s installed capacity corresponds to 18,3 MW.

7 Tractebel Energia’s installed capacity corresponds to 435,6 MW.

Hydroelectric Power Plant under Construction
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GEeNERATION COMPLEX!E

With proprietary installed capacity of
6,690 MW, equivalent to about 6% of
the Brazilian total, Tractebel Energia’s
generation complex is composed of 22
plants, nine of which are hydroelectric
power plants, 6 thermoelectric and 7
complementary plants: 2 biomass, 2
wind and 3 SHPPs. In 2011, the first four
generating units at the Estreito HPP
came on stream, bringing Tractebel
Energia’s total installed capacity to
8,087 MW, an amount that considers the
Company's participation as a consortium
member in some plants.

After all generating units of the Estreito
HPP come on stream, slated for 2012,
Tractebel Energia’s installed capacity will
reach 6,908 MW, operating a generation
complex with total capacity of 8,630
MW. By adding these figures to the

8 As at December 31, 2011

145 MW from the five new wind farms
being implemented, the Company’s
installed capacity will be 7,053 MW,
while the total capacity operated will be
8,775 MW.

Also in 2012, the viability of
transferring to the Company the
Jirau HPP's 50.1% stake owned by
IPR will be evaluated. The facility

is still under construction and,

after completion, will reach an
installed capacity of 3,750 MW. This
evaluation will be done by the Special
Independent Committee for Related
Party Transactions, mostly formed by
independent members of Tractebel
Energia’'s Board of Directors.

On April 29, June 2, September 30 and December 23, 2011, the first four of
eight generating units came on stream at the Estreito HPP, adding 218 MW to
Tractebel Energia’s proprietary installed capacity. The plant is expected to be
fully operational in 2012, as per the target included in the Company's 2010
Sustainability Report. However, the initial timeline has been re-organized. Both

the dates that the first four generating units came on stream and the current
timeline strictly comply with the commitments assumed with the National
Electric Energy Agency (Aneel). After the Estreito HPP is fully operational,
Tractebel Energia will have a proprietary installed capacity of 6,908 MW,
operating a generation complex with total installed capacity of 8,630 MW.

Tractebel Energia . Sustainability Report . 2011 »
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22 plants
nationwide

P - (7 8 Cana Brava Hydroelectric
/' Power Plant

., N
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GENERATION COMPLEX -
SOUTHERN REGION

1 — PASSO FUNDO HYDROELECTRIC
POWER PLANT

Operational launch: 1973

Location: Entre Rios do Sul, Rio Grande do Sul
State — Rio Passo Fundo

Installed capacity: 226.0 MW - two
generation units of 113.0 MW

Commercial capacity: 119.0 average MW
Concession term: 2028

Certifications: NBR ISO 9001 and 14001 and
OHSAS 18001

2 - ALEGRETE THERMOELECTRIC
POWER PLANT

Operational launch: 1968

Location: Alegrete - Rio Grande do Sul State
Energy source: fuel oil

Installed capacity: 66.0 MW - two generation
units of 33.0 MW

Commercial capacity: 21.1 average MW
Concession term: 2028

Certifications: NBR ISO 9001 and 14001 and
OHSAS 18001

3 - CHARQUEADAS
THERMOELECTRIC POWER PLANT

Operational launch: 1962

Location: Charqueadas, Rio Grande do Sul State
Energy source: coal

Installed capacity: 72.0 MW — four generation
units of 18.0 MW

Commercial capacity: 45.7 average MW
Concession term: 2028

Certifications: NBR ISO 9001 and 14001 and
OHSAS 18001

4 - ITA HYDROELECTRIC
POWER PLANT

Operational launch: 2000

Location: between [ta, Santa Catarina State and
Aratiba, Rio Grande do Sul State, Uruguay River
Total installed capacity: 1,450.0 MW — five
generation units of 290.0 MW

Tractebel Energia installed capacity: 1,126.9 MW
Tractebel Energia commercial capacity: 544.2
average MW

Concession term: 2030 - conceded to the [t4
Consortium, composed of Tractebel Energia
(69.0%), Companhia Siderurgica Nacional (29.5%)
and Cimento Itambeé (1.5%)

Certifications: NBR I1SO 9001 and 14001 and
OHSAS 18001

5,6 AND 7 — JORGE LACERDA
THERMOELECTRIC COMPLEX

Operational launch: 1965

Location: Capivari de Baixo, Santa Catarina State
Energy source: coal

Installed capacity: 857,0 MW from three plants -
Jorge Lacerda A, with two generation units of 50.0
MW and two of 66.0 MW; Jorge Lacerda B, with
two units of 131.0 MW; and Jorge Lacerda C, with
one unit of 363.0 MW

Commercial capacity: 649.9 average MW
Concession term: 2028

Certifications: NBR SO 9001 and 14001 and
OHSAS 18001

8 - LAGES COGENERATION UNIT

Operational launch: 2003

Location: Lages, Santa Catarina State

Energy source: Biomass — wood chips (from
logging companies’ timber waste)

Installed capacity: 28.0 MW — one generation unit
Commercial capacity: 25.0 average MW
Concession term: 2032

Certifications: NBR ISO 9001 and 14001 and
OHSAS 18001

iy A

9 - MACHADINHO HYDROELECTRIC
POWER PLANT

Operational launch: 2002

Location: between Piratuba, Santa Catarina State
and Maximiliano de Almeida, Rio Grande do Sul
State — Pelotas River

Total installed capacity: 1,140.0 MW — three
generation units of 380.0 MW

Tractebel Energia installed capacity: 403.9 MW
Tractebel Energia commercial capacity: 147.2
average MW

Concession term: 2032 - conceded to the
Machadinho Consortium, composed of
Machadinho Energeética S.A. (80.72%) and Tractebel
Energia (19.28%)

Certifications: NBR ISO 9001 and 14001 and
OHSAS 18001

10 - SALTO OSORIO HYDROELECTRIC
POWER PLANT

Operational launch: 1975

Location: between Sdo Jorge d'Oeste and Quedas
do Iguagu, Parana State — Iguagu River

Installed capacity: 1,078.0 MW — four generation
units of 182.0 MW and two of 175.0 MW
Commercial capacity: 522.0 average MW
Concession term: 2028

Certifications: NBR 1SO 9001 and 14001 and
OHSAS 18001

11 - SALTO SANTIAGO
HYDROELECTRIC POWER PLANT

Operational launch: 1980

Location: between Rio Bonito do Iguagu and
Saudade do Iguagu, Parana State - Iguacu River
Installed capacity: 1,420,0 MW — four generation
units of 355.0 MW

Commercial capacity: 723.0 average MW
Concession term: 2028

Certifications: NBR ISO 9001 and 14001 and
OHSAS 18001

GENERATION COMPLEX -
SOUTHEASTERN REGION

12 - IBITIUVA BIONERGETICA
THERMOELECTRIC POWER PLANT

Operational launch: 2010

Location: Pitangueiras, S&o Paulo State

Energy source: Biomass — sugarcane bagasse
Total installed capacity: 33.0 MW - one
generation unit

Tractebel Energia installed capacity: 18.3 MW
Tractebel Energia commercial capacity: 11.1 MW
Concession term: 2030 - conceded to the Andrade
Consortium, composed of Ibitiva Bioenergética
S.A. (subsidiary of Tractebel Energia, with 88.0%),
which holds 72.9%, and Andrade Acucar e Alcool
S.A. (subsidiary of Aguicar Guarani S.A.) with 27.1% of
its capital.

Thus, the Company holds approximately 64.1% of
the project.

13 AREIA BRANCA SMALL
HYDROELECTRIC POWER PLANT

Operational launch: 2010

Location: between Caratinga and Ipanema, Minas
Gerais State — Manhuagu River

Installed capacity: 19.8 MW - two generation
units of 9.9 MW

Commercial capacity: 11.1 average MW
Concession term: 2030
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GENERATION COMPLEX — MIDWESTERN REGION

14 - WILLIAM ARJONA
THERMOELECTRIC POWER PLANT

Operational launch: 1999

Location: Campo Grande, Mato Grosso do Sul State
Energy source: natural gas and diesel

Installed capacity: 190.0 MW — three generation
units of 40.0 MW and two of 35.0 MW

Commercial capacity: 136.1 average MW
Concession term: 2029

Certifications: NBR ISO 9001 and 14001 and

OHSAS 18001

15 - PONTE DE PEDRA
HYDROELECTRIC POWER PLANT

Operational launch: 2005

Location: between Itiquira, Mato Grosso State and
Sonora, Mato Grosso do Sul State — Correntes River
Installed capacity: 176.1 MW — three generation
units of 58.7 MW

Commercial capacity: 131.6 average MW
Concession term: 2035

Certifications: NBR ISO 9001 and 14001 and

OHSAS 18001

" William Arjona Thermoelectric
, Power Plant

16 - RONDOPOLIS SMALL
HYDROELECTRIC POWER PLANT

Operational launch: 2007

Location: Rondopolis, Mato Grosso State - Ponte de Pedra River
Installed capacity: 26.6 MW — three generation units of 89 MW
Commercial capacity: 14.0 average MW

Concession term: 2032

17 - JOSE GELAZIO DA ROCHA SMALL
HYDROELECTRIC POWER PLANT

Operational launch: 2007

Location: Rondopolis, Mato Grosso State - Ponte de Pedra River
Installed capacity: 23.7 MW - three generation units of 7.9 MW
Commercial capacity: 11.9 average MW

Concession term: 2032

18 - CANA BRAVA HYDROELECTRIC POWER PLANT

Operational launch: 2002

Location: between Cavalcante, Minacu and Colinas do Sul, Goias
State — Tocantins River

Installed capacity: 450.0 MW - three generation units of 150.0 MW
Commercial capacity: 273.5 average MW

Concession term: 2033

Certifications: NBR ISO 9001 and 14001 and OHSAS 18001

GENERATION COMPLEX — NORTHERN REGION

19 - SAO SALVADOR HYDROELECTRIC POWER PLANT

Operational launch: 2009

Location: between Sdo Salvador and Parand, Tocantins State — Tocantins River
Installed capacity: 243.2 MW — two generation units of 121.6 MW
Commercial capacity: 148.5 average MW

Concession term: 2037

Certifications: NBR SO 9001 and 14001 and OHSAS 18001

GENERATION COMPLEX — NORTHEASTERN REGION

20 - ESTREITO HYDROELECTRIC POWER PLANT

Operational launch: 2011 (first four generating units on April 29, July 2, September 30
and December 23)

Location: between Estreito, Maranhao State and Aguiarnopolis and Palmeiras do Tocantins,

State — Tocantins River

Total installed capacity: 1,087.0 MW — eight generation units of 135.9 MW
Tractebel Energia installed capacity: 435.6 MW

Tractebel Energia commercial capacity: 256.9 average MW

Tocantins

Concession term: 2037, conceded to the Estreito Energia Consortium (Ceste), composed of SUEZ Energia

Renovavel S.A. (SER) (40.1%), Vale (30.0%), Alcoa Aluminio (25.5%) and Camargo Corréa (4.4%)

21 - PEDRA DO SAL WIND FARM

Operational launch: 2008

Location: Parnaiba, Piauf State

Installed Capacity: 18.0 MW — 20 wind turbines of 0.9 MW
Commercial capacity: 7.8 average MW

Concession term: 2032

22 - BEBERIBE WIND FARM

Operational launch: 2008

Location: Beberibe, Ceara State

Installed capacity: 25.6 MW - 32 wind turbines of 0.8 MW
Commercial capacity: 9.8 average MW

Concession term: 2033

gl ' Sio Salvador Hydroelectric
/‘ Power Plant
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2. Corporate Governance

« Tractebel Energia .

Novo Mercapo

Tractebel Energia is listed on the
BM&FBovespa's Novo Mercado, formed
by companies that voluntarily commit
to adopting corporate governance
practices that go beyond legal
obligations. Among the conditions to
reach this level of corporate governance
are issuing only common shares with
voting rights, maintaining a Board of
Directors with at least five members — at
least 20% of which must be independent
— application of 100% tag along in case
of control sale, minimum free float at

COoRPORATE GOVERNANCE PRINCIPLES

25% and more complete information
disclosure, with financial reports
reviewed by an independent auditor and
presented annually in an internationally
accepted standard. In addition,
companies listed on the Novo Mercado
must disclose each month any trading of
the company’s securities by its officers,
executives and controlling shareholders.

Beyond adhering to the Novo Mercado standards, Tractebel Energia’s
corporate governance is regulated by the following principles:

Corporate Governance Principles

Sustainability Report . 2011

CONTROL

Since 2006, the Company has
adopted an Internal Control System
similar to that provided in the U.S.
Law Sarbanes-Oxley (SOX) act.
With the consolidation of the asset
combination between IPR and GDF
SUEZ, enhanced controls were added
to this system, which is tested and
certified annually by the Board of
Directors. Its results are audited by
Deloitte Touche Tohmatsu.

ETHICS

In 2011, the third version of Tractebel Energia’s Code of Ethics was published,
reaffirming the Company's values and reinforcing that ethics guide its activities
and its vision of sustainable development. The Code, disclosed on the intranet
and on the Company's website, is part of the standard contract for Tractebel
Energia’s suppliers. All employees receive a copy of the full Code of Ethics,

in addition to the Ethical Practices Guide.

Between February and April, 2011, representatives of the Company's Ethics
Committee held seminars on the subject for Fiscal Council members, as
well as for all employees at the headquarters, the Sdo Paulo sales office and
most plants, with seminars at all plants that function as regional centers. The
seminars included concepts, practical cases for reflection and the Code's
updated version.

MANAGEMENT

Tractebel Energia’'s management is guided by its values: such as
Professionalism, Sense of Partnership, Teamwork, Creation of Value,
Respect for the Environment and Ethics. All employees are instructed on the
management policies and guidelines, which are available on the intranet and
are presented in the diagram below:

Management Policies and Guidelines

Code of
Ethics

Sustainable Climate

Change Policy

Management
Policy

Environmental
Code

Organization
Manual

The Tractebel Energia Code of
Ethics guides readers regarding
attitudes when facing an ethical
dilemma, suggesting that the
decision should be made according
to the following questions:

Is this legal?

Is this in compliance with the
Company's Code of Ethics?

Am I aware that my decision could
affect others?

Do I feel comfortable with

my decision?

What would my family, colleagues
and friends think?

What would happen if this was
published in a newspaper?

What if everyone did this?

What if my manager of the Ethics
Committee questioned me about it?
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TRANSPARENCY Management

Management Structure
As a basic commitment with all its stakeholders, Tractebel Energia constantly

publishes relevant information on its performance and management. Sustainability
reports, notices to the market, earnings releases and the quarterly results reports
are available on the website, in addition to the Company's regulations, policies and

practices. Some highlights are: General
Meeting
» Investment and Derivatives Policies;

» Code of Ethics, including an audio version;

» Tractebel Energia Sustainable Management Policy — which includes
information on how to contact the Sustainability and Ethics committees,
including anonymously;

» Information Disclosure and Trading Policy;

» Environmental Code; and

» Tractebel Energia Climate Change Policy.

Strategic Committee for
Committee Related Party
The Board of Directors’ Internal Regulation is also available on the website, with a Jrensactions

specific clause regarding any conflicts of interest.

The financial statements are available on the website and published annually

in widely circulated newspapers. The disclosure policy meets the transparency
rules and requirements of financial market regulatory bodies such as the Brazilian
Central Bank, the Brazilian Securities and Exchange Commission (CVM) and the
BM&FBovespa. Chief
Executive
) ) ) ) ) Officer
Corporate information is also disclosed in the (Boas Novas) newsletter for external
stakeholders and also for employees in the internal (Conexdo) newsletter and electronic

bulletins disclosed by the human resources area.

|
Legal
Matters

CORPORATE SUSTAINABILITY INDEX

Indice de
Tracte-_bel Sustentabilidade I S E
Energia has Empresarial

been included 2012
on the ISE since The Corporate Sustainability Index is formed by shares issued

Planning

Energy and

Commercialization DS s S

Implementation AGaz) Control

its creation by companies with outstanding sustainability commitments.

in 2005. For inclusion in the ISE portfolio, the BM&FBovespa requires that
interested companies complete a survey covering a broad range of
issues and all responses may require evidence. Tractebel Energia has
been included on the ISE since its creation in 2005.

Non-permanent bodies
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MANAGEMENT

BOARD OF DIRECTORS EXECUTIVE BOARD

Tractebel Energia’'s Board of Directors establishes the general guidelines of the Company’s business The obligations and duties of the Executive Board are established by the Board of Directors, which obligatorily appoints
and is composed of nine sitting members, two of which represent minority shareholders and one the Chief Executive Officer and the Chief Investor Relations Officer. New Executive Board members are only invested upon
representing employees, with alternate members for all seats. The officers are elected for a unified signature of the Statement of Consent before taking office, as per the Novo Mercado Regulations and in order to comply
term of office of two years, with re-election allowed. with applicable legal requirements.

Among the Board’s main duties, established by Tractebel Energia’s Bylaws, are calling the General Among other attributes, the Executive Board is responsible for elaborating the financial statements, the Management Report,
Meeting, approving the annual budget, and evaluating the Management Report and accounts. the internal regulations and the Company'’s annual budget. As per the Company'’s Bylaws, it is composed of seven members
elected by the Board of Directors to a three-year term of office, with re-election allowed.

CURRENT COMPOSITION
CURRENT COMPOSITION
In October of 2011, the composition of ffi d by then P Officer. Edson Luiz da Silva, who was
Elected in April of 2010, the members of the Company's current Board of Directors will be in ' - ‘ P oree was.a§surﬁe y. < O,Wef -
, o Tractebel Energia’s Executive Board was Commercialization Officer José Luiz previously Market and Regulatory
office until April of 2012. i ) :
changed due to the passing of Miroel Jansson Laydner. Matters Manager, was elected Planning
Makiolke Wolowski, former Project and Control Officer. Finally, Marco
TRACTEBEL ENERGIA'S BOARD OF DIRECTORS: J, . /
Development and Implementation On November 4, 2011, the Board Antdnio Amaral Sureck moved to be
Officer, who had a remarkable history of Directors decided on the new Power Commercialization Officer.
Position Member with the Company. Until the Board composition of the Executive Board, The other officers remained in their
. . - of Directors held a meeting to elect maintaining Laydner as Project previous positions. The members of the
Chairman Mauricio Stolle Bahr i ) ) : .
new officers, Wolowski's former Development and Implementation Company's current Executive Board will
Vice-Chairman Jan Franciscus Maria Flachet be in office until April of 2013.
Member and CEO Manoel Arlindo Zaroni Torres
Member Victor-Frank de Paula Rosa Paranhos
Member Luiz Antonio Barbosa®®
Member Dirk Beeuwsaert
Member José Pais Rangel®®
Member Antonio Alberto Gouvéa Vieira®®
Member Philip Gotsall Cox*

® Employee representative.
20 Minority shareholder representative.
2 As of August 22, 2011, substituting Alain Frangois Marie Louise Janssens, who resigned.
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TRACTEBEL ENERGIA'S EXECUTIVE BOARD :

Position

Member

Chief Executive Officer

Manoel Arlindo Zaroni Torres (1)

Power Production Officer

José Carlos Cauduro Minuzzo (2)

Administrative Officer

Luciano Flavio Andriani (3)

Power Commercialization Officer

Marco Antdnio Amaral Sureck (4)

Project and Development
Implementation Officer

José Luiz Jansson Laydner (5)

Chief Financial and Investor
Relations Officer

Eduardo Antonio Gori Sattamini (6)

Planning and Control Officer

Edson Luiz da Silva (7)

Executive Board
/
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COMPENSATION OF THE BOARD OF DIRECTORS AND EXECUTIVE BOARD

The compensation policy for the Board of Directors, the Executive Board and the
Fiscal Council of Tractebel Energia is based on the market practices to attract and retain
professionals compatible with the Company’s needs. Thus, it considers the necessary
knowledge, the complexity of activities and expected results of each position. The total
annual management compensation (members of the Board of Directors, Executive
Board and Fiscal Council) is established each year by the Company’'s General Meeting.
The compensation follows the following criteria:

(A) BOARD OF DIRECTORS

The annual amount established for each Director is paid in 13 monthly installments,
and any variable installments can be considered in the total amount approved by
the General Meeting. The Chairman receives greater compensation than other
members, and, like them, may receive a variable installment based on financial
indicators, targets and operating results. The employee representative receives a
bonus based on the number of monthly wages paid to the employees in the Profit
Sharing Program.

(B) EXECUTIVE BOARD

The compensation of the Executive Officers is formed by a fixed installment and a
variable installment (bonus), the amount of which is established each year by the
Company’'s General Meeting. The benefits offered by the Company are composed
of indirect compensation, such as healthcare, life insurance and complementary
retirement plans.

The Executive Board's fixed compensation is based on market standards and is paid in
13 monthly installments. The variable installment fluctuates from 207% to 60% of the fixed
annual compensation and considers:

» Annual financial indicators (the Company’'s EBITDA growth, free cash generation
and net income, as well as consolidation within the Holding, among others), which
represent, on average, 40% of the annual bonus;

» Individual and operating indicators (fulfillment of targets, operating and/or financial
results), which represent, on average, 40% of the annual bonus; and

» behavior and managerial issues, that represent, on average, 20% of the
annual bonus.

The amount of the bonus varies from 25% to 90% of the fixed annual compensation,
in line with the executive's position, his or her challenges and established targets.
Payment is made in the first half of the year following the close of the respective fiscal
year.

(C) TOTAL COMPENSATION IN 2011

The total compensation of the Board of Directors and the Executive Board amounted to
approximately RS15 million in 2011, about 85% of which was fixed compensation.
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FISCAL COUNCIL

Tractebel Energia’s Fiscal Council is responsible for overseeing the management
and analyzing the Company's Financial Statements. It does not function
permanently, only being instated at the request of shareholders, as per current

legislation. It is composed of three to five sitting members and the same number
of alternates, with a term of office of one year, with re-election allowed.

The current members of the Fiscal Council were elected in April of 2011.

TRACTEBEL ENERGIA FISCAL COUNCIL

Position Member

Chairman Paulo de Resende Salgado
Member Manoel Eduardo Lima Lopes?®
Member Carlos Guerreiro Pinto

> Representative of minority shareholders.

COMPENSATION

Compensation for the members of the Fiscal Council is fully fixed, paid as
pro-labore. It is established by the General Meeting that elects the officers
and cannot be less than 10% of the average monthly compensation of the
Management, excluding benefits and variable compensation, for each member.

COMMITTEES

Tractebel Energia’s governance structure includes committees that participate
directly or indirectly in its decision processes. They are:

» Strategic Committee: an advisory committee, it supports the Board of Directors
and Executive Board in addressing strategic matters and decision making, such as
with the selection and monitoring of generation complex expansion projects and
trends in the energy sector.

» Special Independent Committee for Related Party Transactions: being a
non-permanent Committee subordinate to the Board of Directors, it is instated
whenever there is a transaction involving parties related to the Company. It is
composed of three to five members, the majority of which are independent

members of the Board of Directors, in order to manage the terms of the transaction and give
recommendations to the Board to ensure defense of the interests of the Company and its shareholders.

Internal Committees: they also deal with strategic matters for the business and with efficient analyses
considering the Company as a whole, integrating professionals from different areas. In 2011, Tractebel
Energia had seven internal committees:

«  Energy Committee: evaluates businesses and the power market; approves the Commercialization
and Market Risk Management Policy; approves the transfer costs to be applied in operations and
validates the strategy for participating in energy auctions and sales contracts.

» Risk Management Committee: defines targets and guidelines for the process of corporate risk
management; promotes and suggests improvements for the risk evaluation management process
by the Organizational Units; classifies and defines the Company's risk control procedures.

» Financial Committee: evaluates the macroeconomic conditions and their impacts on the
Company'’s financial strategies; recommends policies for fundraising, financial investments and
derivatives, anticipation of payments or postponement of receipts and the contracting of liability
restructuring operations; approves the ranking of banks with which the Company will operate;
identifies risks in asset/liability operation mismatches; and, if and whenever necessary, proposes
hedging operations.

» Tax Planning Committee: discusses and interprets the application of tax law; analyses
tax-related risks; debates and recommends actions regarding administrative and legal disputes;
gives suggestions for obtaining legal tax benefits relative to Tractebel Energia’s operations; and
takes part in the decisions on new projects, identifying the tax savings opportunities.

» Ethics Committee: permanently evaluates the pertinence and version of Tractebel Energia’s Code
of Ethics; responsible for disclosing, raising awareness, applying and updating the Code; rules on
cases involving more serious violations and resolves questions regarding its interpretation.

» Innovation Committee: aims at creating an environment propitious for new ideas to be
successfully explored, adding value to the Company; receives and evaluates proposals sent by
employees and recommends the allocation of funds for the selected ideas to the Executive
Board, as well as authorship recognition; and stimulates the participation of Tractebel Energia in
GDF SUEZ Innovation Trophies.

» Sustainability Committee: its permanent goal is to create a proactive system for the Company's
social and environmental initiatives in the areas where it operates. It presents and approves,
together with the Executive Board, the annual Tractebel Energia Sustainability Targets, involving
the Organizational Units within its reach; performs surveys and finds partnerships for sustainable
development initiatives; and promotes awareness of the matter among stakeholders.
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Strategy

3. Objectives and
Competitive Advantages

Tractebel Energia aims to be a benchmark in sustainability in the power industry and maintain its
position as Brazil's largest private power generator. This strategy is based on the following pillars:

Ethics and
responsibility

1
1
1
1
\
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Efficient client portfolio

MOTIVATION AND ALIGNMENT

The Company seeks to disseminate

a culture of confidence, cohesion

and capacity so that the staff feels
motivated to learn and experience new
challenges, aligned with corporate
objectives.

SUSTAINABLE GROWTH WITH
FINANCIAL DISCIPLINE

Tractebel Energia seeks to increase
its revenue through adequate power
commercialization and careful

Sustainable growth with
financial discipline

expansion, which considers risk-return
for new projects and the related social
and environmental impacts.

ETHICS AND RESPONSIBILITY

The Company seeks to spread the
ethical principles that guide its behavior
to support the business’ longevity

to all stakeholders.

OPERATING EFFICIENCY

The Company is always prepared to
meet unexpected demands and new
market opportunities, including export
to neighboring countries. In recent
years, Tractebel Energia’s uptime,
excluding scheduled preventive
maintenance stoppages, has been
above 97%, reaching 98.3% in 2011
and 2010.

EFFICIENT CLIENT PORTFOLIO

This strategic pillar is based on four
actions: portfolio diversification, credit
analysis, flexibility in negotiation and
client retention.

—

S0 \' Pedrado Sal
| Wind Farm

PORTFOLIO DIVERSIFICATION

Tractebel Energia seeks to dilute risks with its client portfolio by serving different markets:
regulated, comprised of distributors, and free, formed by:
» Traders;
» Free consumers (clients with energy demands that do not require acquisition from
distributors — above 3.0 MW); and
» special consumers (clients with demands above 0.5 MW).

Diversification is evident in the different industrial sectors represented by free consumers
(e.g.: chemistry, automobiles, mining, industrial gases, paper and pulp) and special
consumers (e.g.: supermarkets, hospitals and others).

Pioneer in the systematic prospection of free clients, in 2011 the Company earned 12 new
corporate clients and 30 new industrial units®. In addition, contracts with other clients were
renewed, totaling a portfolio of 185 free consumer units from 85 corporate groups.

The participation of free consumers in physical sales reached 29.8% at the end of 2011, up

4.8 p.p. over 2010. The share of these clients in the net revenues over contracted sales was
26.7%, up 5.3 p.p. over the previous year.

Contracted Energy by Client

Flexibility (prices, terms Maximizes portfolio

and conditions). efficiency.

B [ Means of building better
Solid client relationships. ———— | relationships with some
| free customers.

[ > Increased consumer market;
> Regulated and Free _—
contracts.

Greater predictability of long-
term cash flow.

2009 2010 2011 2012E 2013E

Il Exports B Traders
5 Free Customers Hl Distributors

3 Of these 30 new industrial units, 14 belong to the 12 corporate groups added to the portfolio in 2011..
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Breakdown of Sales to Free Customers for 2012 CREDIT ANALYSIS Competitive advantages

(1,253 Average MW)
Rigorous client credit analysis allows

Tractebel Energia to keep high non- PERSONNEL AND MANAGEMENT
default levels, at close to 100%.
Tractebel Energia’'s employees have significant experience in the power industry,

13%
especially power generation. In order to maintain the level of excellence required in
FLEXIBILITY IN NEGOTIATION its operations, the Company sponsors continuous training and development initiatives
1% and seeks to complement and renew its workforce by selecting employees with a
The diversification in the generation technical, managerial and business-oriented vision.
10% complex matrix, high uptime of
9% 9% the plants, strong cash generation, In addition, Tractebel Energia's Management is composed of experienced executives
. economic and financial solidity, committed to corporate governance best practices, as required by the BM&FBovespa's
8% command of regulations and market Novo Mercado - the exchange's highest governance level - on which the Company’s
7% 7% experience are some of the factors shares are listed.

that allow Tractebel Energia flexibility in
negotiating purchase and sale contracts.

4% CLIENT RETENTION
Tractebel Energia aims at establishing
long-term relationships, in line with its
values, mission and vision. Initiatives
and programs are focused on

- retention and include the Energy
Efficiency Diagnosis Program for
Industrial Clients.
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Chemical and Petrochemical K
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SYNERGY AND CORPORATE TRADITION DISTRIBUTION OF DIVIDENDS AND
INTEREST ON EQUITY
Tractebel Energia is controlled by traditional corporate groups, known for

their operations around the globe. The asset combination between GDF The Company’'s Management is Payout Evolution

SUEZ, with more than 50 years of operations in Brazil and one of the world's committed to a minimum payoutof

largest water and waste treatment groups, and International Power (IPR) 55% of adjusted net income, above

resulted in the creation of the largest independent power producer in the the 30% provided in its Bylaws, which 2005 - o7 N NS 100%

world, which has in Brazil one of its investment priorities. for its part is already greater than 08 Y 72%
the 25% provided by the Brazilian 2009 IS 58%
Corporation Law. The definition of the 2000 I 55%

GROWTH POTENTIAL amount to be d?str\b.uted erends Qm 2011 S 00’
Tractebel Energia’s financial condition

In 13 years, Tractebel Energia has expanded its installed capacity by 86%, and investment prospects, as well as

adding 3,189 MW to its generating complex, with investments totaling R$9.5 macroeconomic conditions. The graph

billion® in expansion alone. at right shows payout?® since 2005, when the Company carried out its secondary public offering that

resulted in its listing on the BM&FBovespa's Novo Mercado.
Most of this growth was based on the business model adopted between
the Company and its controller that provides for the development of new

medium and large hydroelectric projects that were previously to be carried FOCUS ON GENERATION

out by the controller. After mitigating the main implementation risks — and

the evaluation of the Special Independent Committee for Related Party As it does not operate in power distribution or transmission and only focuses on generation, the
Transactions — the projects may be transferred to Tractebel Energia. Company avoids eventual conflicts of interest, thereby maximizing the potential of its human

resources in finding, evaluating and developing opportunities.

¢ Amounts restated by the IGP-M 6 Ratio of remuneration distributed and adjusted net income in a given fiscal year.

Evolution of own installed capacity

(MW)
(®
&
o]
S o < 9
@ Le)
™
R
7o)
R S R [ [ [ o
1998/1999 2000 2001 2002 2003 2007 2008 2009 2010 2011
to 2006

2 Considers full operation of the Estreito HPP, slated for 2012.
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Research & Development (R&D)

Amother resource the Company uses is based on a legal provision for R&D
incentives. Law no. 9,99/2010 establishes that energy generation, transmission and
distribution companies must apply 1% of their annual net revenue to R&D.

4. Intangible Assets

Therefore, Tractebel Energia’s R&D Program focuses on:

» Teaching and developing skills for research and technological innovation in the
HUMAN CAPITAL regions where the Company operates;
» Developing innovative technologies that add value to the Company’s products

E , . o and services;
lectric power generation requires investments

and policies that ensure outstanding technical
and managerial qualification, especially in

a competitive environment such as today’s
Brazil. Tractebel Energia’s human resources
management led it to be elected one of the 150

» Applying and disseminating R&D project results to generate development;

» Reducing environmental impacts, controlling and reducing emissions and
biodiversity research; and

» Developing of new renewable energy generation sources.

In 2011, Tractebel Energia allocated R$34.8 million to R&D, R$6.4 million of which
was allocated to the Ministry of Mines and Energy (MME) to fund the Energy
Research Company (EPE), RS12.7 million to the National Science and Technological
Development Fund (FNDCT) and R$15.8 million directly in R&D projects.

pbest companies to work for in Brazil in 2011.

It was the first time the Company participated
in the survey on which the ranking is based,
published by Vocé S.A. and Exame magazines,
from Editora Abril.

—~

X
\J William Arjona
,  Thermoelectric Power Plant
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INNOVATION

Sustainability Report . 2011

Innovation is a key factor for the success
of an organization, especially when it is
an industry leader. For Tractebel Energia,
innovation is not just a pursuit, it is a
practice.

To strengthen innovation at the Company,
since 2007 Tractebel Energia has
developed the Inove Program, which aims
at encouraging and recognizing employees
who stand out for their innovativeness

in actions related to enhancing work
processes, problem solving, cost reduction,
rationalization of natural resource use and
creation of exclusive market features.

In 2011, Inove was improved to
approximate its rules to those of
the GDF SUEZ Innovation Trophies

competition. Thus, Inove started
awarding the best projects or initiatives
implemented in five categories:
Operation and Maintenance, Research
and Development, Commercial and
Business, Social and Environmental
and Management.

All of Tractebel Energia’s employees
except organizational unit managers
and Innovation Committee members
may participate in Inove.

The projects are evaluated for
originality, applicability, relevance and
financial impact, among other aspects.
In 2011, eight projects were awarded,
distributing RS3 thousand for each of
the 25 winning employees.

Evolution of Investments in R&D Projects

(RS million)
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Among the main projects that were started, in progress and concluded in 2011, some highlights are:

PROJECTS STARTED IN 2011

TITLE

GENERAL INFORMATION

PROJECTS STARTED IN 2011 (continuation)

Electric propulsion system for
small boats using batteries
and solar energy

Objective: study, project and build small boats with electric propulsion systems,
photovoltaic and solar energy capture.

Cooperating entity: Itd Energética

Involved Entities: Federal University of Santa Catarina (UFSC) and Cebra

Term: 30 months

Investment: R$1.7 million

TITLE

GENERAL INFORMATION

Elevation of the water pH in the
cooling systems of hydroelectric
power plants

Objective: develop a control technique for invasive encrusting species, raising the
water's pH level by injecting sodium hydroxide (NaOH).

Involved entity: Development Technology Institute (Lactec)

Term: 36 months;

Investment: R$1.0 million

Use of bottom ash from Tractebel
Energia’s thermoelectric plants for
“in vitro” production of a substrate
for development of native forest
and ornamental plants

Objective: create an alternative growth environment for producing “in vitro”
plants such as orchids, bromeliads and other native plants, as well as substrate
for ornamental and forest plants from the bottom ash from the Jorge Lacerda
Thermoelectric Complex plants.

Involved entity: Southern University of Santa Catarina (Unisul)

Term: 30 months

Investment: R$S616 thousand

Development of an instrumented
buoy for water quality
monitoring — Boia Yara

Objective: prototype of a buoy for measuring the water quality in reservoirs, with
telemetry and intelligent sensors for traceability, legal support, reduced maintenance
costs and data transmission.

Cooperating entity: Itd Energética

Executive entity involved: Fundacdo Certi

Term: 18 months

Investment: R$1.0 million

Development of a methodology for
evaluating the correlation between
the chemical composition of fly ash
and its fusion temperature

Objective: development of a methodology for determining the fusion temperature

of fly ash from its chemical composition, and evaluation of the fusion temperature of

the several types of coal from the coal mines in Santa Catarina State.
Involved entity: Unisul

Term: 18 months

Investment: RS500 thousand

Development of an online
monitoring system of the water

supply grid in hydroelectric power

plant intakes

Objective: monitoring system for supervising the physical integrity of the protection
grid installed at the turbine intake at the [td Hydroelectric Power Plant.

Cooperating entity: Ita Energética

Executive entity involved: Research and Development Center (CPgD)

Term: 24 months

Investment: RS1.6 million

Development of forecast
technologies for power generation
for operating wind farms

Objective: development of forecasting software for wind power generation based
on the Advanced Regional Prediction System — ARPS model. The algorithm will be
tested and validated from wind and generation data recorded at Tractebel Energia’s
wind farms.

Involved entity: UFSC

Term: 36 months

Investment: RS$3 million

Nationalization of a complete
protection relay for small plants

Objective: development of a relay of national protection for generators to meet the
demand of small plants, whether hydroelectric, thermoelectric or wind farms, with
exclusive protection, control and automation capacity.

Involved entity: Reason Tecnologia S.A.

Term: 24 months

Investment: RS$3 million

« Tractebel Energia . Sustainability Report . 2011
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PROJECTS FINISHED IN 2011

TITLE

GENERAL INFORMATION

Robotic system with four degrees of
freedom for lining and manufacture
of boiler tubes and associated
welding technologies — preliminary
production series

Objective: improve the prototypes developed in previous projects of the robotic
manipulator with four automated displacement axes, a compact welding source, and
associated welding technologies to be used thermoelectric plant boilers.

Execution period: 24 months, starting in 2009

Involved entities: UFSC and Solucdes para Soldagem Ltda (SPS).

Use of fly and bottom ash in the
production of self-compacting
high-performance concrete for
use in construction and
maintenance works

PROJECTS IN PROGRESS IN 2011

Objective: obtaining high-performance material from the use of fly and
pbottom ash produced at the thermoelectric plants for use in construction and
maintenance works.

Execution Period: 24 months, starting in 2009

Involved entities: UFSC.

TITLE

GENERAL INFORMATION

Installation of an onshore wave
converter prototype in sea
conditions of the Brazilian northeast

Objective: installation of the first prototype in South America capable of converting
wave energy into electricity.

Execution Period: 52 months, starting in 2009

Involved entities: Coppe-UFRJ, Ceara Portos

« Tractebel Energia .

Use of rice-straw in the co-firing
process with pulverized coal

Sustainability Report . 2011

Objective: to use rice-straw as fuel complementary to coal in Tractebel Energia’s
thermoelectric plants, identifying the operational conditions for using the co-firing
(double fuel) technology, in addition to collection and transportation of biomass.
Execution Period: 40 months, starting in 2009

Involved entities: UFSC

Image

Tractebel Energia aims to be recognized not only by the quality of its operations,
but also by the fundamental principles guiding its conduct, such as ethics,
professionalism, and respect for the environment and society.

Thus, the Company values permanent dialogue with its stakeholders to
communicate its activities and survey its perception from several of its audiences.
In addition to maintaining permanent communication channels with society, the
Company carries out surveys and research with these stakeholders to identify and
analyze demands related to its performance.

1178 \’ Machadinho Hydroelectric
, Power Plant

58

Tractebel Energia . Sustainability Report . 2011 »




( .
Q) Risk

"% Management

!

- ._‘._-r'.'_' . - -t



5. Risk Management

At Tractebel Energia, the risk management process observes the principle of precaution and begins » Economic factors: the management of the Company's business requires rigorous analysis of

with identifying the business’ main risks, to then analyze them according to the probability of their
occurrence, significance (or severity) and degree of control. An action plan is established for each
identified and evaluated risk, and the risk-related opportunities are also indicated. Thus, the Risk and
Corporate Opportunity Matrix is generated, with the description of the risk, the person responsible for
its management, mitigation strategies and the risk evolution. The matrix is approved by the Executive
Board and forwarded to the Controlling Shareholder and Board of Directors.

macroeconomics and its variables, such as interest and foreign exchange rates, commodities
prices, economic growth and inflation.

» Breach of contract: agreements for the purchase and sale of power are subject to
noncompliance, requiring proactivity in order to, for example, avoid default.

» Social and environmental: risk present both in industry regulation and movements against
the Company'’s activities that requires work with the appropriate groups with adequate dialogue.
Risk Management Process . : .
7777777777777777777777777777777777777777777777777777777777777777777777 » Project development and implementation: represented by events that may cause delay
and/or additional costs and affect a project’s profitability, demanding skill in mitigating or
reversing them, and, whenever possible, avoiding them.

» Power downtime: due to an imbalance in supply and demand, unavailability of assured energy
at Tractebel Energia’s plants or power purchased for resale, it demands operating efficiency and

constant market evaluation.

Definition of

Goals and Establishment

of Control
Procedures » Large claims: due to natural, human or operating causes, it requires the Company to

Guidelines for
Management

contract insurance.

» Human resources: the scarcity of human capital can impact Tractebel Energia’s expansion,
increased costs for market reasons and labor accidents. The Company offers its employees
compensation that is compatible with the market plus an exclusive benefit plan and, prioritizing
Occupational Health and Safety, has 15 of the 22 plants certified in accordance to the OHSAS

Typically, the main risks to Tractebel Energia’s business are:
18001 standard.

» Market: it is necessary to constantly monitor power supply and demand in terms . . - .
» Information technology: present for the possible unavailability of resources or security

of volume and price, orienting business planning, expansion of the generation ) ) ) - . .
failures. To avoid this, Tractebel Energia’s IT area works both for continuous improvement of our

complex, client segmentation and trading, among others. i ) . ) )
systems and constant employee orientation regarding appropriate security measures.
» Regulatory: the regulation of the power industry may be affected by different
legislative areas. The Company'’s proactivity is key to forecasting and minimizing the
effects of adverse situations.

» Tax: Tractebel Energia constantly analyses the tax legislation to ensure strict
legal compliance.
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0. Economic Management

MACROECONOMIC AND INDUSTRY SCENARIO

BRAZILIAN ECONOMY

Brazilian macroeconomic indicators were strongly impacted by the worsening in the Eurozone financial crisis
in 2011. After the recovery in growth in 2010, the global market scenario again caused expansion in the Brazilian
economy to slow in 2011.

« Tractebel Energia . Sustainability Report . 2011

Growth in Gross Domestic Product
(GDP) reached 2.7% in 2011, a sharp
decline of 4.8 percentage points
compared with the 7.5% reported for
the preceding year.

During the period, besides the prospects
for a worsening macroeconomic
scenario due to turbulence in the
international market, plentiful supplies of
credit and low levels of unemployment
in Brazil at the end of 2010 fueled
inflation, reflected in higher prices
during the course of 2011.

Inflation, as measured by the Amplified
Consumer Price Index (IPCA), surpassed
the Government's ceiling of 4.5%, to reach
an annual rate of 6.5% according to data
published by the Government Statistics
Office (IBGE), 0.6 of a p. p. above the rate
recorded for 2010 of 5.9%.

Despite a decline in growth rates,
the Brazilian economy continued
intrinsically strong, intensifying the

inflow of dollars during the year, the
country recording a positive influx of
USS$65.27 billion according to BC data.
This result was approximately 170.0%
higher than in 2010 and the second
highest currency inflow ever recorded -
only exceeded by the positive result of
USS87.45 million in 2007.

However, despite the dollar recording

its lowest level against the real since
1999, in July, 2011, the increase in
international risk aversion in the second
half of the year saw a sharp revaluation
of the currency, rates closing the year

at R$1.8758, an appreciation of 12.6%.
This same risk aversion due to the
European and North American crisis was
instrumental in driving down the Bovespa
Stock Index (Ibovespa) by 18.1% during
the year, after remaining largely stable
with a slight appreciation of 1.0% in 2010.

(8 “ Rondonépolis Small Hydroelectric
, Power Plant intake channel
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BRAZIL'S ENERGY SECTOR

GENERATION CAPACITY

According to the National Power Agency (Aneel), at the end of 2011 in Brazil 2,608 power plants
were in operation, for a total installed capacity of approximately 117 thousand MW, up 4.2% over the

previous year.

Installed Capacity in Brazil — 117 GW

(On December 31, 2011)

I Hydroelectric Il Nuclear
Bl Thermoelectric?’ [l Wind

?7 Includes biomass-fired plants.
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ENERGY CONSUMPTION

Brazilian electric energy consumption
in 2011 increased 3.6% according to the
Energy Research Company (Empresa
de Pesquisa Energética -EPE) from
415.2 thousand GWh in the grid in

2010 to 430.1 thousand GWh in 2011.
This represents the highest load ever
demanded from the Brazilian National
Interconnected System (SIN).

This trend was common to all consumer
classes, growth in the commercial
sector being 6.3%, in the residential

and industrial classes, 4.6% and 2.3%,
respectively and in other sectors, 24%.

During the year, all regions of the
country recorded an increase in
consumption compared with 2010,

the Southeast growing by 3.5%, the
Northeast by 0.8%, the North by 54%,
the South by 4.2% while the Midwest
reported the strongest demand, rising
by 8.3%, driven by startups in the mining
industry and to a lesser extent, recovery
in cold storage plant activities.

ENERGY AUCTIONS

The 10" Adjustment Auction was held on February

17, 2011, with 310.5 average MW sold and distributed
between two products: four months and ten months.
The weighted average price of the lots sold for the
four month product was R$106.06/MWh, while the ten
month product was R$111.29/MWh.

The 12" Energy Purchase Auction for New Generating
Projects (A-3 category) was held on August 17, 2011.
1,334.5 average MW were sold in availability contracts
with the average price of R$102.10/MWh, with 65% of the
volume related to natural gas projects, 31% to wind farms
and 4% to biomass plants. This auction also allowed the
expansion of Jirau Hydroelectric Plant through a contract
for 209.3 average MW at R$102.00/MWh.

The 4" Auction for Reserve Energy Contracting, held

on August 18, 2011, resulted in the contracting of 589.3
average MW at the average price of R$99.61/MWh. Wind
farms represented most of the energy contracted at the
auction: 460 average MW from projects located in Brazil's
Northeast and South regions. Only 8% of the contracted
energy or 38.3 average MW came from biomass plants,
located in the Southeast and Midwest.

The 10" Energy Purchase Auction from Existing
Generating Projects was held on November 30, 2011,
and 195 average MW were sold for a period of three
years of supply. The winning bids were close to the
initial bid established for auction (R$82.00/MWh):

RS$79.99/MWh. Eletronorte and Cemig
were the main sellers, and as for the
demand, most of the energy (73%)
was forwarded to distributors located
at Submercado Sul (AES Sul, CEEE D
and RGE).

The 13" Energy Purchase Auction from
New Generating Projects (A-5 category),
the last in 2011, was held on December
20. 555 average MW were sold with 82%
deriving from wind farm projects and
3.8% related to biomass plants, at the
respective average prices of R$105.12/
MWh and R$103.06/MWh. The final
14.7% refers to the contracting of the
Sdo Roque Hydroelectric Power Plant,
at R$91.20/MWh.
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EXPANSION

According to Aneel, the installed
capacity to be added to the SIN in
the next years is equal to 51,191 MW,
being 54% hydroelectric and 36%
thermoelectric (including biomass
plants), with 11% wind power.
However, out of the total, about
17,300 MW have restrictions for
operational start-up and 4,400 MW
have serious restrictions, leaving only
29,500 average MW currently with no
commercial operation restrictions on
their timelines.

SUSTAINABILITY IN THE ENERGY INDUSTRY

The Message from the Management

that opens this report mentions, among
the challenges facing the Brazilian
energy sector in 2012, the renewal of
concession contracts expiring in the next
few years. An article by the Acende Brasil
Institute, published on December 17, 2011
in the O Estado de S&do Paulo newspaper,
defends the notion that these decisions
need to be technically and coherent
“with the institutional, regulatory, legal
and contractual framework, committed
to sustainability”. Tractebel Energia’s
Message from the Management also
suggests the need to ensure responsible

Installed Capacity to be Added to the SIN — 51 GW

(S s

competition at auctions for new projects,
which will be possible, for example, with
stricter regulation in proving the offer
viability in their economic, social and
environmental aspects. Globally, the

role of governments in the corporate
world and universal access to sustainable
electricity are detailed in a document
published in 2011 by "e®" - a group
related to the United Nations that has
member institutions from more than

10 countries, such as Brazil, the US,,
France, Germany and others. It features
eight recommendations: establishment
of strategies for public and private

I Hydroelectric

Il wind

I Small Hydroelectric

I Thermoelectric and Fossil Fuels
Biomass

partnerships; policies for costs recovery;
creation of research, development,
demonstration and strategic positioning
funds; maximization of benefits in the
expansion of access to electricity; access
to capital; establishment of development
goals; precision in the definition of

roles and continuous commitment;

and security of return on investments.
More than 50 institutions from several
countries responded to the survey that
originated from the document, including
Tractebel Energia.

2 "Strengthening Public-Private Partnerships to Accelerate Global Electricity Technology Deployment — Recommendations
from the Global Sustainable Electricity Partnership Survey,” e8 UN-Energy, 2011
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OPERATING AND FINANCIAL PERFORMANCE

OPERATING PERFORMANCE

UPTIME OPERATING

The plants operated by Tractebel Energia in 2011 maintained a stable level of 98.3% of uptime
operating, excluding scheduled stoppages, and breaking down as follows: 98.6% for hydro
generation, 97.2% for thermal generation and 93.4% considering the complementary plants,
namely SHPs, wind farms and biomass-fired thermal plants. If all stoppages are taken into
consideration then total uptime was 92.6%, being 93.7% for the hydro plants, 87.8% for the
thermoelectric plants and 85.8% for the complementary operations.

PRODUCTION AND ENERGY BALANCE

In 2011, total electricity production reached 45,023 GWh
(5,140 average MW), 40,718 GWh (4.648 average MW)

from hydro plants, 3,701 GWh (422 average MW) from In 2011, Tractebel

thermoelectric plants and 604 GWh (69 average MW) from Energia achieved a new
Instantaneous generation
record of 7951 MW, at

the complementary plants. Compared with 2010, there
was an increase in total generation of nearly 5%, a new
annual generation record for the Company. This is in large
part attributable to favorable rainfall during the period and 1:40 PM. on November
the entry into operation of generating units at Estreito HPP. 11. This total equals to a
The increase in generation at the hydro plants was 9.9% capacity factor of 91.8%.
and at the complementary plants, 16.6%, while there was a
reduction of 31.7% at the thermal plants.

It is worth noting that the increase in hydro generation
does not necessarily result in an improvement in the
Company's economic and financial performance.
Likewise, the reduction in this type of generation does
not as such imply deterioration in economic and financial
performance. This characteristic reflects the use of the
Energy Reallocation Mechanism (MRE), which dilutes the
risks of hydroelectric generation among its participants.

As to the Company's thermal operations, the increase in
generation of this nature mitigates exposure to the spot
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ECONOMIC AND FINANCIAL PERFORMANCE Net Sales Revenues

(RS million)
price (PLD), the opposite also being true, all other variables being equal. Despite the adverse scenario, Tractebel presented excellent economic and financial

results, which led to record profits for the eighth consecutive year. /

The Company adopts a commercialization strategy which entails the gradual sale of
energy, available over a five year period, for a given year in such a way as to spread L
the risk of being exposed to the spot prices (PLD) for that year. Sales are made when NET SALES REVENUES el - .
windows of opportunity appear and the market shows a greater propensity to purchase. n o

In 2011, net operating revenue was R$4,327.0 million, 5.5% higher than the

Based on data for proprietary commercial capacity and purchase agreements in force RS$4,100.4 million recorded in 2010. This essentially reflected the combination of

on December 31, 2011, Tractebel Energia’s energy balance below shows that the factors as follows:

Company's current energy output, including energy acquired from third parties, is »  Growth of R$330.7 million due to an increase in average sales price as well as an increase "T5009 2010 2011
almost entirely contracted through to 2013, of R$123.0 million in energy exports to Argentina and Uruguay;

» Increase of R$86.6 million as a result of the startup of operations at Estreito HPP;
» Decline of R§171.9 million due to the reduction in transactions conducted through
the Power Trading Board (CCEE); and
» Reduction of R$146.0 million due to reduced sales volume and related to a decline Average Net Sales Price®

in energy purchased for resale. - 7(1?73/}/71\7\/]:1)7 *********************

NET AVERAGE SALE PRICE v

The average energy sale price excluding taxes and exports during 2011 was
R$122.68/MWh, an increase of 9.0% in relation to R$112.58/MWh in 2010.

Energy Balance

(Average MW )

Price increases reflect the application of monetary restatement on existing
contracts as well as the higher prices practiced for new sales contracts with free
consumers and energy traders.

2009 2010 2011

® Net of taxes and exports.

SALES VOLUME S e

In 2011, sales volume reached 33,984 GWh (3,879 average MW), 0.4% greater than A

the 33,838 GWh (3,863 average MW) sold in the preceding year. Ignoring energy o Ea}lfe? }@E@F—j 777777777777
exports, which jumped from 135 GWh (15 average MW) in 2010 to 824 GWh (94 (avg MW)
average MW) in 2011, there would have been a year-on-year reduction in sales

volume of 1.6%. This decline reflects the association of the following factors:

» Reduction of 751 GWh (86 average MW) in the wholesale supply of energy to

= distributors, reflecting the expiring of bilateral agreements signed prior to the

2012 2013 2014 2015 2016 2017 auctions in the Regulated Contracting Environment (ACR); the beginning of

wholesale supplies in the ACR of energy from Sao Salvador Hydroelectric Power

3,863
3,879

3,529

v

[ Available Energy
B Contracted Energy Plant (Sdo Salvador HPP); and higher energy demand for existing contracts;

» Decrease of 1,470 GWh (168 average MW) in sales to trading companies; and
» Increase of 1,678 GWh (192 average MW) in volumes sold to free customers.

"2009 2010 2011
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REVENUES FROM ENERGY OPERATIONS

WHOLESALE ENERGY MARKET

Revenue from the wholesale market for energy — resulting from sales to distributors
and traders - reached R$2,941.1 million in 2011, 1.3% below the R$2,980.1 million
recorded in 2010. This decline reflects the following principal factors:

» a reduction of 751 GWh (86 average MW) in sales volume to distributors,
equivalent to R$98.8 million, due to the combination of the expiry of
contracts signed prior to the auctions in the ACR, the initiation of supplies in
the ACR from Sdo Salvador HPP and the growth in energy sales;

» a decrease of 1,470 GWh (168 average MW) in the amount sold to traders
corresponding to R$138.0 million, essentially a reflection of the non-renewal of
expired contracts; and

» growth of R$136.7 million and R$61.2 million, due to the increase of 5.7%
and 12.5% of average net sales prices to distributors and traders respectively,
subsequent to price readjustments in line with inflation indices and sales at
higher prices than previously practiced.

RETAIL ENERGY MARKET

Revenue from the retail market in electric energy - that is revenue originating

from sales to free consumers - rose 38.0% increasing from R$816.7 million in

2010 to R$1,126.9 million in 2011. This expansion is due to the following:

» anincrease of R$135.7 million reflecting a 15.1% average net sale price rise; and

» additional sales of 1,678 GWh (192 average MW), equivalent to a R$174.5
million, the result of new sales contracts and rising consumption of industrial
clients, thus absorbing part of the energy freed up from expiring contracts
with distributors and traders as already discussed under the item “Wholesale
market for electric energy”.

TRANSACTIONS CHANNELED THROUGH THE POWER TRADING BOARD (CCEE)

In 2011, net operating income from transactions conducted through the CCEE
was R$88.0 million, a reduction of R$171.9 million in relation to the R$259.9 million
recorded in 2010.

Further explanations on these operations and changes can be found below under
"Details of CCEE operations”.

ENERGY EXPORTS

Exports of energy to Argentina and Uruguay in 2011 reached R$153.1 million,

an increase of R$123.0 million in relation to 2010 when total company exports
were R$30.1 million. It is worth noting that export volumes from each plant in the
Brazilian Electricity System is established by the National Electric System Operator
(ONS) based on availability and the declared lowest costs of the plants.

COSTS OF ENERGY AND SERVICES

In 2011, the costs of energy sales and services amounted to R$1,860.6 million, 1.4%
or R$27.5 million less than the R$1,888.1 million registered in 2010. This variation
reflects the following principal components:

a. Electric energy bought for resale:
decline of R$202.2 million, or 1,883
GWh (215 average MW) in 2011 when
compared with 2010 due to the expiry
in energy purchasing agreements and
smaller volume of new agreements.
Average prices remained practically
stable between comparative years.
The reduction in purchase volume
was partially offset by the startup in
commercial operations at Estreito
HPP which resulted in additional
annual energy for sale of 676 GWh
(115 average MW).

b. Transactions channeled through the
CCEE: costs rose year-on-year for
these transactions by R$16.1 million.
Greater details are to be found in a
specific item below.

c. Fuels for the production of electric
energy: on a comparative basis for
the years 2011 and 2010, these costs
increased R$47.7 million, principally the
result of a combination of factors as
follows: (i) an increase of R$77.6 million
in the cost of thermal coal used in the
generation of electricity for export; (ii)
a decline of R$28.6 million in natural

gas costs reflecting the reduction

in dispatch from the William Arjona
Thermoelectric Power Plant in 2011
for serving the energy needs of the
national grid; and (iii) a decline in the
consumption of biomass of

RS$2.4 million for generation at the
Lages Cogeneration Plant.

Charges for use of and connection
to the electricity grid: increase of
R$18.1 million in 2011 compared

with the preceding year due to the
readjustment in the Tariff for Use

of the Transmission System (TUST),

a reflection of the transmission
companies’ price review as well as
the initial collection of TUST following
the startup of commercial activities at
Estreito HPP.

Financial compensation for use of
water resources: growth of R$25.7
million between 2011 and 2010, the
result of the increase in hydroelectric
generation, higher annual tariffs

and the collection of this charge on
generated energy following startup
in operations at Estreito HPP.

Bl Ponte de Pedra
, Hydroelectric Power Plant

Personnel: increase of R$12.1 million
year-on-year, largely due to the
annual salary increase for employees
and to a lesser degree, expansion in
the payroll in line with growth in the
Company’s business.

Material and outsourced services:

a year-on-year increase of R$12.8
million mainly due to higher demand
for maintenance and conservation
services at the generating units and
to a lesser extent, environmental and
engineering consultancy services
required by the generators.

Depreciation and amortization: an
increase of R$39.5 million compared
with 2010, principally due to the
beginning of commercial operations
at Estreito HPP and the conclusion of
modernization work at certain plants.
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DETAILS OF CCEE OPERATIONS

The various monthly credit or debit entries to the account of a member of the CCEE are summarized
in a single bill as a receivable or a payable. This therefore requires an entry to either an income or an
expense account. In this context it is worth pointing out that due to adaptations to the Company’s
portfolio management strategy, changes have been taking place in the billing profile in the past few
years. Such fluctuations complicate the direct comparison of the elements comprising each billing in
the two years - the reason for including this specific topic, allowing us to analyze the oscillations of the
principal elements involved in spite of allocation being either to income or expenses according to the
credit or debit nature of the billing to which they relate.

Generally speaking, these elements are income or expense items arising from, for example: the
application of the Energy Reallocation Mechanism (MRE); the so-called "sub-market risk”; dispatch
triggered by the Risk Aversion Curve (CAR); the application of System Service Charges (ESS), resulting in
dispatch which diverges from the thermal plants order of merit; and, naturally, exposure (a short or long
position in the monthly accounting) which will be settled at the spot price.

\1 Jorge Lacerda
, Thermoelectric Complex

ﬁu ni

In 2011, the net positive result registered was R$66.0 million against the R$253.9 million achieved in
2010, equivalent to a decrease of R$187.9 million between the years being analyzed.

The decline in the net positive result between the years being examined was principally due to the
combination of the following factors: (i) the Company's shorter position with the CCEE, mainly the result
of an increase in thermoelectric exposure because of weakened demand for this energy source in the
Brazilian Electricity System, partially offset by (ii) a greater volume of secondary energy — hydroelectric
energy generation greater than the System’s averaged assured energy; and (iii) the increase in revenue in
the MRE resulting from greater hydroelectric energy generation.

The factors mentioned in items (i) and (i) above were attenuated by the reduction in the average spot
price (PLD) for the South and Southeast/Midwest sub-markets. The latter achieved averages of R$69.99/
MWh in 2010 and R$29.55/MWh in 2011.

GENERAL AND ADMINISTRATIVE EXPENSES

In 2011, general and administrative expenses were R$157.1 million, a decrease of
R$2.8 million, or 1.8% in relation to the R$159.9 million in 2010. This variation is

due principally to a reversion in provisions of R$7.3 million for consultancy services
which will not be collected by a service provider, together with growth in personnel
and material expenses in the amount of R$4.8 million.

COURT ACTION FOUND IN FAVOR OF THE COMPANY

In 2010, the Company recognized non-recurring revenue of R$45.8 million due

to a court action - ruled in its favor and for which there is no appeal - on the right
to calculate PIS and Cofins using the cumulative methodology on revenue arising
from contracts signed prior to the change in the legislation, to the non-cumulative
methodology.

In 2011, the Company recognized the complement to the aforementioned court
action in the amount of R$8.8 million.

REVERSALS OF OPERATING PROVISIONS, NET

For the full year 2011, the increase in the reversal of provisions, net of fresh

allowances, was R$30.5 million, the consequence of a combination of the following:

» Reversal during the year of R$18.4 million due to a court decision ruled in favor of
the Company in a lawsuit relating to the presupposed failure to collect social security
charges on certain amounts in remuneration credited to employees, and revision of
values relating to provisions for tax, administrative and social security risks;

» Reversal of R$17.3 million in the light of the judicial agreement signed with part of the
plaintiffs in an action for lifting the social security ceiling for the purposes of revision of
retirement payments made by the private pension fund sponsored by the Company;

» Reversal of R$11.6 million of an actuarial provision for payment of retirement benefits;

» Complementary provision of R$5.8 million for an action relative to the settlement of
transactions pending from the period when electricity was subject to rationing; and

»  Constitution of a provision for payments overdue of R$6.2 million on receivables from
a trader excluded from the CCEE for reasons of delinquency.
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EBITDA AND EBITDA MARGIN

Reflecting the impacts previously
commented, EBITDA in 2011 reached
RS$2,909.7 million, 11.4% up on 2010,
when this item was R$2,611.5 million.
EBITDA margins in 2011 and 2010 were
67.2% and 63.7%, respectively.

The reconciliation of the operating result
with EBITDA is shown in the table below:

EBITDA
Bl EBITDA BN Margin

0 EBITDA = operating income + financial
income + depreciation and amortization.

RECONCILIATION OF THE OPERATING INCOME WITH EBITDA - 2011

In thousands of Reais 2009 2010 2011 Change 2011/2010
Operating Result 1,537,207 1,721,310 2,034,788 18.2%
(+/-) Financial Result 239,789 428,842 373,810 (12.8%)
(+) Depreciation and Amortization 424,714 461,325 501,099 8.6%
EBITDA 2,201,710 2,611,477 2,909,697 114%

Sustainability Report . 2011

FINANCIAL INCOME

Financial income: in 2011, financial income increased from R$130.6 million to R$133.7 million, an
increase of R$3.1 million. The variation is due to a combination of the following:
» Recognition of interest of R$11.6 million, relative to the restatement of a PIS and Cofins

credit originating from a court ruling found in favor of the Company;
» Adecline of R$2.6 million in income from financial applications due to lower invested resources

and the decline in interest rates;
» Reduction of R$3.4 million in monetary restatement of outstandings held in court escrow accounts; and
» Afallin R$2.7 million in charges on accounts receivable.

Financial expenses: during fiscal year 2011, expenses declined from R$559.5 million in 2010 to

RS507.5 million in 2011, a difference of R$52.0 million. This decline is due to a combination of the

following factors:

»  Adecline of R$39.7 million in interest on debt due to amortizations and prepayments of debt partially
substituted for loans at lesser rates of interest compared with those contracted previously;

» A decrease of R$28.9 million in monetary restatement on debt, a consequence of the repayment of

debentures indexed to inflation indices as well as the reduction in the inflation indices themselves;
» Reduction of R$6.4 million in charges on the Company'’s actuarial liabilities;
» Anincrease of R$33.3 million in expenses on foreign exchange variation on currency debt; and
»  Growth of R$12.7 million in interest on concessions payable.

In addition to these effects, in 2010, the Company recognized a non-recurring loss of R$20.2 million,
due to a court ruling against the fiscal amnesty claimed by the Company for interest and fine on Social
Contribution on Net Income outstandings, repayable in installments, the amount for which had not be
provisioned, given that the Company had previously received decisions in its favor from lower instances.
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INCOME TAX AND SOCIAL CONTRIBUTION

IR and CSLL expenses increased from R$509.7 million in 2010 to R$586.7 million in
2011, a growth of R$77.0 million, resulting in a substantial increase in pre-tax earnings,
deducting the credit for interest on equity capital in the last quarters for each year.

NET INCOME

Net income in 2011 reached RS$1,448.1 million, a R$236.5 million increase,
or 19.5%, over net earnings for 2010 of R$1,211.6 million.

Increased profits essentially stem from the combination of the following principal
factors already discussed in this report: increase in the average net sale price;
higher energy exports during the course of the year; positive results following the
startup in commercial operations of Estreito HPP; a reduction in energy purchases
for resale; a decline in the positive result for transactions negotiated on the CCEE;
non-recurring gain from a court action; an increase in reversions from operating
provisions; decrease in net financial expenses; and lower IR and CSLL on profits
due to the increase in the value of the credit for interest on equity capital.

Of the net income recorded for the fiscal year, the Company is proposing to its
shareholders that R$1,429.3 million be distributed in the form of dividends and
interest on equity capital, equivalent to R$2.1897556102 per share or 100% of
the adjusted net income available for distribution.

Net Income

« Tractebel Energia . Sustainability Report . 2011

(RS million)

1,448

1,212

1,091

"2009 2010 2011

DEBT

As of December 31, 2011, net debt (total debt less cash and cash equivalents) was
R$2,8674 million, 14.7% less than R$3,361.3 million registered on December 31, 2010.

Total gross consolidated debt represented principally by loans, debentures and financing totaled
R$3,649.2 million, a decline of 17.9% on the outstanding position at December 31, 2010. Of the
total debt at the end of the period, 5.8% was currency denominated (4.8% at the end of 2010).
The Company has left this amount unhedged due to its long-term maturity profile.

Total Debt Breakdown

Performance of Net Debt
(RS million)

3,649

3,415

2,867

3112.2009 3112.2010 31.12.2011 31122005 31122010  31.12.204

Il Local Currency
I Foreign Currency

Amortization Schedule

(RS million)

492
484 462

400

260

166 167 167
97 85
18 8 4

2018 to 2021to 2024 to 2027 to
2012 2013 2014 2015 2016 2017 2020 2023 2026 2029

237
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The decline in the Company's debt is largely a reflection of the following events during the year 2011:

» Draw-downs from the National Economic and Social Development Bank - BNDES and its financial
agents for the total aggregate amount of R$72.8 million for funding investments at Estreito HPP;

» The generation of R$388.6 million in debt service charges incurred to be paid together with monetary
and currency restatement;

» Funding of R$430.0 million in the form of a loan from Bank of America Merrill Lynch;

» Amortization of debentures for R$1,322.1 million; and

» Payment of loans and financing totaling R$364.1 million.

7778 ‘1 Salto Osorio Hydroelectric
, Power Plant

INVESTMENTS

MAINTENANCE, MODERNIZATION AND EXPANSION OF THE GENERATING COMPLEX

In 2011, Tractebel Energia proceeded with its plan for expanding the generating
complex, investing a further R$203.2 million in the construction of new plants,
R$154.3 million being allocated to Estreito HPP and the remaining R$48.9 million
for five wind farms under construction in the Northeast region.

An additional R$116.8 million was spent on generating complex maintenance
and modernization projects in order to maintain the high level of plant uptime.

Taking into consideration the value destined for construction and maintenance

of the generating complex, the Company invested a total of R$320.0 million during
the year. This amount does not take into account capitalization of interest during
the construction phase of the new projects.

ANALYSIS OF THE TOTAL COST OF CAPITAL

Customarily, the capital invested by Tractebel Energia in business expansion is
composed of about one-third of own capital and two-thirds of third-party capital.
Whenever necessary, the Company retains part of its earnings to maintain this

ratio. The portion derived from third-party capital is primarily derived from financing
through industry credit lines, especially from the BNDES, with rates below the market.
Most of these funds are indexed to the long-term interest rate (TJLP) rate, with 72% of
the total debt in domestic currency on December 31, 2011. The remaining funds are
derived from other loan agreements with variable market rates. For the year ended
December 31, 2011, the total cost of the Company's debt with third parties was
about 9%, considering debt in domestic currency (a 9.2% cost) and foreign currency
(a 4.8% cost).

The cost of own capital is presumably higher than the cost of third-party capital
and, in the Company's case, considers the Risk-free Rate, the “Brazil Risk” and the
Market Risk Premium, in addition to the Unleveraged Beta, which varies according
to the market, the historical series and the stock liquidity on the Exchange.

Considering the requirement for an adequate rate of return, the Company seeks
to provide satisfactory compensation for investments made with own capital.
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CAPITAL MARKETS

TRACTEBEL ENERGIA IN THE MARKET

Tractebel's stock is traded on the Novo Mercado special corporate governance
segment of BM&FBovespa, under the TBLE3 ticker symbol, and is included in the
Special Corporate Governance Index (IGC), Special Tag Along Stock Index (ITAG) and
Electric Energy Index (IEE). Since it was created in 2005, the stock has been included
in BM&FBovespa's Corporate Sustainability Index (ISE). This portfolio is composed of
stocks of companies committed to the sustainability best practices, evaluated based
on their economic efficiency, social and environmental responsibility and corporate
governance.

In addition, the Company also has a Level 1 American Depositary Receipts (ADR)
program, with the ADRs traded on the over-the-counter (OTC) market of the New
York Stock Exchange (NYSE Euronext) under the TBLEY ticker symbol, where each
ADR corresponds to one common share.

Due to the amplitude and depth of the evaluation applied to companies
considered for inclusion in the portfolio, the ISE serves as a benchmark for good
social and environmental practices.

Composition of the ISE portfolio for 2012, announced in 2011:

e 51 stocks of 38 companies selected from among the BM&FBovespa's
most liquid stocks.
18 industries.
R$961 billion in market capitalization (43.72% of the total market capitalization
of all companies traded on the exchange) on November 23, 2011.
Effective from January 2 to December 21, 2012.

PERFORMANCE

With the worsening crisis in Europe

in 2011, the Bovespa Index (Ibovespa)
closed the year with a major decrease
of 18.1%, to 56,754 points, mostly due
to the risk aversion of most investors
despite recovery in the fourth quarter,
when Ibovespa appreciated 8.5%.

TBLE3 vs. IBOVESPA vs. IEEX

On the other hand, the Electric Energy
Index (EEI) appreciated 19.7%, while the
Company accumulated gains at 16.2%

in 2011, a percentage that considered
payout remuneration. Thus, Tractebel
Energia’'s common shares ended the
year at R$29.96, bringing the Company's
a market value to R$19.6 billion.

Jan.1l Feb.1l Marll Aprll Mayll Junill Julll Aug.ll Sep.ll Octll Nov.l1 Dec.11

mmm |bovespa =m=m TBLE3

13.9
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Tractebel Energia’s shares were traded
on all of the BM&FBovespa's trading
days during the period. In 2011, the
daily average trading volume reached
RS14.4 million, 4.3% above the average
of R$13.8 million recorded in 2010.

Average Daily Trading Volume with TBLE3 in 2011

(RS million)

15.9 153

Jan Fev Mar Apr May Jun

139

184

14.2
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SHAREHOLDER RIGHTS

All the Company's shares are book-entry, common shares and give their holders the
right to:
» Vote in the Annual and Extraordinary Shareholders Meetings and make

In 2011, R$1,429.3 million was distributed
in remuneration - R$658.0 million as

recommendations and provide guidance to the Board of Directors in relation to dividends and R$254.0 million as interest

ision-making: ' .

deC|sI|on .m.a no: o ) . o on equity - representing 100% of the

» Receive dividends, participate in profit or other distributions to shareholders
(preference rights in the subscription of shares, convertible debentures or
subscription bonuses);

» Oversee Tractebel Energia’'s management, as per the Bylaws and withdraw from the

Company'’s adjusted net income and equal

to R$2.1898 per share.
Company in the events provided for by the Brazilian Corporation Law; and
» Receive a minimum 100% of the price paid per common share held by the

controlling block, in accordance with the Novo Mercado regulations, in public
tender offerings in the event of sale of the Company’s control.

The Company is a member of the Market Arbitration Chamber, as per an arbitration
clause in its Bylaws.

T8 \1 Salto Santiago Hydroelectric
, Power Plant
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DEBENTURE ISSUE

In May of 2005, the Company held its first debenture issue, comprised of 20,000 book-entry,
non-convertible unsecured debentures in two series and a unit face value of R$10,000, totaling
RS200 million (RS60 million in CDI and R$140 million in IGP-M). The established remuneration
rate was 103.9% of the CDI and IGP-M + 9.29% p.a., with a semiannual coupon. The CDI series was
amortized in a single installment on May 2, 2010, and the IGP-M series was amortized on May 2,
2011, also in a single installment.

In 2007, Tractebel's Board of Directors
authorized the First Program for
Public Distribution of Debentures

in the amount of R$1.5 billion, and

the simultaneous second debenture
issue, totaling 35,000 debentures and
amounting to R$350.0 million.

The second-series debentures mature
in seven years, on May 15, 2014; they
are adjusted by the IPCA index and
are entitled to interest of up to 7% p.a.
with an annual coupon.

In March of 2009, the Company held
its third debenture issue, which is the
second under the Company's First
Program for Public Distribution of
Debentures, comprised of 60,000
book-entry, non-convertible unsecured
debentures in a single series, with a
unit face value of R$10,000, totaling
RS600 million. The established
remuneration rate was 117% of the
CDI. Interest is due semiannually and
the principal will be amortized in a
single installment on April 1, 2011.

In December of 2009, the Company
registered its most recent issue, the
fourth debenture issue comprised

of 400 simple, book-entry, non-
convertible unsecured debentures

in a single series, with a unit face
value of R$1 million, totaling R$400
million on the issue date. As opposed
to the previous issues, this issue

was carried out in compliance CVM
Instruction no. 476. The established
remuneration rate was 110% of the
CDI. Interest is due semiannually,
with installments paid on May 5 and
November 5 from 2010 to 2015.

The debentures will be amortized
annually as of the 24" month from
the issue date in the proportion of
one-fifth the unit face value, with

the first amortization to be paid on
November 5, 2011 and the last on the
maturity date, i.e., November 5, 2015.
However, the Company opted to
prepay the total amount of this

issue pior to the first amortization

on July 20, 2011.
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RATINGS

Tractebel Energia is periodically evaluated by two credit rating agencies: Standard &
Poor's and Fitch Ratings. In 2011, the Company received its first investment grade
rating, attributed by Fitch Ratings (BBB-). In addition, the Company also received a
brAA+ rating with positive outlook by Standard & Poor’s. Both justified Tractebel's
upgrade with the following factors:

' It4 Hydroelectric
/‘ Power Plant

» Its solid financial profile;

» Its support from its controlling shareholder;
» High and growing operating cash flow; and
» Reduced indebtedness levels.

Standard & Poor's reaffirmed the ratings on the Brazil National Scale, including the
long- and short-term corporate credit ratings, of brAA+ and brA-1, respectively.

Fitch Ratings ratified the ‘AA+(bra)’ rating of the second debenture issue in the
amount of R$350 million, maturing in 2014.
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ENVIRONMENTAL MANAGEMENT POLICY

Tractebel Energia’s Sustainable Management Policy was released in 2010 and
is available on the Company’s website. It includes Quality, the Environment,
Occupational Health and Safety and Social Responsibility.

Social
Responsibility

Occupational
_/Health and
Safety

INTEGRATED QUALITY, ENVIRONMENT, SOCIAL RESPONSIBILITY,
OCCUPATIONAL HEALTH AND SAFETY MANAGEMENT SYSTEM (SIG)

Considering the same scope of the Sustainable Management Policy, the SIG is

the operating management tool responsible for applying the Policy’'s principles

to the Company'’s production processes. It is a key component for continuous
improvement. The SIG includes “Quality-Plan,” an IT resource developed for Tractebel
Energia and compatible with the system used in its corporate environment. The
regulatory and production planning documents are kept and updated in Quality-Plan,
in addition to alerts regarding compliance with targets and management programs.

Professionals from the plants and the headquarters are appointed Management Representatives for
each of the Policy’s scopes. All of these representatives are trained in Sustainable Management and
SIG concepts.

CERTIFICATIONS

Of the 22 plants operated by Tractebel Energia, 15 are NBR ISO 9001:2008, NBR ISO
14001:2004 and OHSAS 18001:2007% certified. The total installed capacity of these certified
plants accounts for 90% of that operated by the Company. They are: HPPs Salto Osadrio, Salto
Santiago, Machadinho, Ita, Passo Fundo, Cana Brava, Sdo Salvador and Ponte de Pedra; TPPs
Charqueadas, Alegrete, TPLA, TPLB and TPLC of the Jorge Lacerda and William Arjona complex;
and the Lages Cogeneration Unit.

The other plants are operated according to the same principles and guidelines as those that are
certified and also count on the guidance of the Tractebel Energia Sustainable Management Policy
and SIG. For the Estreito HPP, which saw partial operational start-up in 2011, Tractebel Energia made
an agreement with the Estreito Energia Consortium (Ceste) to acquire NBR ISO 9001, NBR ISO
14001 and OHSAS 18001 certifications in parallel with the efforts to renew these certifications for its
15 other plants.

5t Respectively, Quality, Environment and Occupational Health and Safety system for social

Responsibility, Tractebel Energia operates based on NBR ISO 26000 guidelines.
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QuUALITY MANAGEMENT

GUIDELINES

Rel'\abitity, availability and safety of the electrical system are fundamental quality
management requirements. Quality is measured by the plants’ internal uptime
ratio and, for the hydroelectric plants, by the failure rate as well. The calculation
of the uptime ratio includes reliability and safety of facilities with regards to power
supply by including the hours of forced downtime (untimely and urgent) at the
generating units.

NEW ORGANIZATIONAL UNITS

Due to the expansion of Tractebel Energia’s generation
complex in the last few years, the Energy Production

Area s structure has included new areas: Engineering
and Maintenance, Hydro and Thermo Regional and
Maintenance Central Divisions.

TARGETS

The following table shows the corporate results and targets for Quality
Management based on previously established indicators as of December 31, 2011.

Indicators Targets Achieved results
Annual internal 98.0% 98.3%
uptime

ONS Satisfaction >85.0% 95.8%%
Duration of stoppages at  Actual hours / scheduled 116

the generating units hours (< 1)

Annual internal <2.03 174
failure rate

32 Average of plants operated by Tractebel Energia
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2011 HIGHLIGHTS
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Certification maintenance audits were carried out. In May and October, Bureau
Veritas Certification (BVC) carried out a certification maintenance audit according
to NBR ISO 9001. The certifications were maintained for all 15 plants;

The total uptime ratio of the Company’s 22 plants, excluding scheduled stoppages,
was 98.3% and the overall uptime ratio was 92.6%;

Total production reached 45,023 GWh;

We surpassed our instantaneous generation record, reaching 7,951 MW.

Charqueadas Thermoelectric
Power Pla
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ENVIRONMENTAL MANAGEMENT

GUIDELINES

LEGAL COMPLIANCE

All of the Company'’s plants have the environmental authorizations and licenses required by the
responsible authorities and comply with the conditions outlined in these documents. Tractebel Energia
permanently monitors changes in legislation, standards and resolutions regarding environmental
management regulations, evaluating and adapting its operations and procedures whenever necessary
to comply with legal requirements, as well as its additional voluntary commitments.

BALANCE

The Company seeks balance between its activities and environmental
conservation, mitigating impacts and promoting the rational use of natural
resources to contribute to sustainable development.

ENVIRONMENTAL ASPECTS AND IMPACTS

The Company identifies the environmental aspects and impacts of its
activities, products and services, classifying them according to their
respective significance levels, and establishes operational controls and
specific management programs for minimizing impacts.

STAKEHOLDERS

For each plant and as a whole, Tractebel Energia identifies its stakeholders
with which it maintains relationships as a result of its activities and manages
its communication with different audiences. The Quality-Plan system has a
module specifically created for communication management.

RESERVOIRS

The Company is legally responsible for the reservoirs and surrounding areas, as well as Permanent
Preservation Areas. To monitor them, Tractebel Energia has contracts with companies specializing
in environmental and property monitoring, as well as cooperation agreements with the local
Environmental Police for oversight. The multiple use of these areas by the communities is
encouraged by the Company through partnerships with government agencies and other
institutions for creating artificial beaches, areas for fishing, boating and other kinds of leisure, plus
agricultural irrigation.

RESERVOIR PROFILES®?

ITA HYDROELECTRIC POWER PLANT

Location: between Ita, Santa Catarina State and Aratiba, Rio Grande do Sul State.
Reservoir Area: 142 km?.

Permanent Preservation Area: 22,56 km?.

Local Biodiversity: 27 species of mammals, 94 bird species, 31 reptile species, 11
amphibian species, 40 fish species and 60 tree species.

Conservation Units: Fritz Plaumann State Park, Santa Catarina State (741 km?);
Teixeira Soares Municipal Park, Rio Grande do Sul State (4.61 km?), and Severiano de
Almeida Environmental Preservation Park, Rio Grande do Sul State (0.15 km?).

MACHADINHO HYDROELECTRIC POWER PLANT

Location: between Piratuba, Santa Catarina State and Maximiliano de Almeida, Rio
Grande do Sul State.

Reservoir Area: 79 km?.

Permanent Preservation Area: 44.05 km? .

Local Biodiversity: 52 species of mammals, 192 bird species, 63 fish species, at
least two important reptile species and 522 plant species.

Conservation Units: Espigao Alto State Park, Rio Grande do Sul State, 13.33 km?.

CANA BRAVA HYDROELECTRIC POWER PLANT

Location: Cavalcante, Goias State.

Reservoir Area: 139 km?.

Permanent Preservation Area: 3.2 km?.

Local Biodiversity: 92 species of mammals, 304 bird species, 98 fish species,
41 amphibian species, 77 reptile species (Source: Systema Naturae Consultoria
Ambiental Ltda.).

Conservation Units: not measured.

PASSO FUNDO HYDROELECTRIC POWER PLANT

Location: Entre Rios do Sul, Rio Grande do Sul State.

Reservoir Area: 151 km?.

Permanent Preservation Area: 4.11 km?.

Local Biodiversity: 18 species of mammals, 122 bird species, 14 reptile species,

10 amphibian species, 44 fish species and 20 plant species (Source: Plan for the
Use and Occupation of the Waters and Surrounding Area of the Passo Fundo
Hydroelectric Power Plant Reservoir).

Conservation Units: Rondinha State Park, (10 km?), and Sagrisa Municipal Reserve, (4 km?).

35 The "regional biodiversity” item listed for each plant quantifies the diversity of species in each area/region. Except when a source
is specified, the biodiversity information was collected in the Environmental Impact Study (EIS) and the Environmental Impact Report
(RIMA) of each plant
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SALTO SANTIAGO HYDROELECTRIC POWER PLANT

Location: between Rio Bonito do Iguacu and Saudade do Iguacu, Parana State.
Reservoir Area: 208 km?.

Permanent Preservation Area: the applicable legislation when the Plant was installed
did not require acquisition of areas for formation of Permanent Preservation Areas.
Local biodiversity and Preservation Units: a survey of the biodiversity of the area
under the Plant’s direct influence is in progress.

SALTO OSORIO HYDROELECTRIC POWER PLANT

Location: between Séo Jorge d'Oeste and Quedas do Iguacu, Parana State.
Reservoir Area: 55 km?.

Permanent Preservation Area: the applicable legislation when the Plant was installed
did not require acquisition of areas for formation of Permanent Preservation Areas.
Local biodiversity and Preservation Units: a survey of the biodiversity of the area
under the Plant's direct influence is in progress.

PONTE DE PEDRA HYDROELECTRIC POWER PLANT

Location: between Itiquira, Mato Grosso State and Sonora, Mato Grosso do Sul State.
Reservoir area: 14.5 km?.

Permanent Preservation Area: 7.8 km?.

Local Biodiversity: 80 species of mammals, 249 bird species, 58 reptile species,

17 amphibian species, and 9 invertebrate species.

Conservation Units: the plant’s reservoir is adjacent to the Serra de Sonora State
Park, with approximately 79 km?.

JOSE GELAZIO DA ROCHA SMALL HYDROELECTRIC POWER PLANT

Location: Rondonopolis, Mato Grosso State.

Reservoir Area: 0.27 km?.

Permanent Preservation Area: not required by legislation for the area surrounding
the Plant's reservoir.

Local Biodiversity: 80 species of mammals, 249 bird species, 58 reptile species,
17 amphibian species, and 9 invertebrate species.

Conservation Units: not measured.

RONDONOPOLIS SMALL HYDROELECTRIC POWER PLANT

Location: Rondonopolis, Mato Grosso State.

Reservoir Area: 0.024 km?.

Permanent Preservation Area: not required by legislation for the area surrounding
the Plant's reservoir.

Local Biodiversity Index: 80 species of mammals, 249 bird species, 58 reptile
species, 17 amphibian species, and 9 invertebrate species.

Conservation Units: not measured.
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AREIA BRANCA SMALL HYDROELECTRIC POWER PLANT

Location: Caratinga and Ipanema, Minas Gerais state.

Reservoir Area: 1.36 km?.

Permanent Preservation Area: 112.71 ha at the plant’s reservoir.

Local Biodiversity Index: 17 species of mammals, 191 bird species, 16 reptile
species and 20 amphibian species.

Conservation Units: none in the area directly affected.

' CanaBrava Hydroelectric
Power Plant

SAO SALVADOR HYDROELECTRIC POWER PLANT

Location: between S3o Salvador do Tocantins and Parana, Tocantins State.
Reservoir Area: 104 km?.

Permanent Preservation Area: 47.53 km?.

Local Biodiversity Index: 26 species of mammals, 242 bird species, 38 fish species,
29 amphibian species and 209 fish species.

Conservation Units: not measured.

ESTREITO HYDROELECTRIC POWER PLANT

Location: between Estreito, Maranhdo State and Aguiarnopolis and Palmeiras do
Tocantins, Tocantins State.

Reservoir Area: 555.0 km?.

Permanent Preservation Area: 125.0 km?.

Local Biodiversity Index: 2 species of aquatic mammals, 164 bird species, 21 reptile
species, 38 amphibian species and 50 fish species.

Conservation Units: the Plant’s reservoir is adjacent to the Natural Petrified Forest
Monument Conservation Units, with 356.3 km?.
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The following table shows the Environmental Management results as of
December 31, 2011.

ENVIRONMENTAL TARGETS - HYDROELECTRIC POWER PLANTS

SOCIAL AND ENVIRONMENTAL DEVELOPMENT IN OPERATING AREAS

Passo Fundo Hydroelectric
, Power Plant

WASTE

Plant

2011

Notes/Comments

Next years

Cana Brava

In 2011, maintain the same
annual waste generation
(based on 2010 inventory).

The plant had the target to maintain
waste at a maximum of the previous year,
even with the new restructuring in the
workforce, however, this was

not possible.

S&do Salvador

In 2012, reduce annual waste
generation by 5% over the
2010-2011 average waste
inventories.

The 2010 inventory registered a total of 1.9
tonnes of waste generated. In 2011, 6.87
tonnes were generated. The target for
2012 is to generate a maximum of 4.17
tonnes of waste.

Target to be reached in 2012.

Salto Santiago
and Salto Osorio

Replace equipment containing
mercury by December, 2010.

The target has not yet been met. Most of
the product has been removed and the
remaining equipment will be

removed according to the

existing timeline.

Target remains with deadline
extended to December, 2012.

Plant

2011

Notes/Comments Next years

Ita, Machadinho,
Passo Fundo,
Salto Santiago,
Salto Osorio and
Cana Brava

Participation in the
Hydrographic Basin
Committees in regions
where plants are installed.

The Company regularly takes part in events
that foster the creation of Committees
where these bodies have yet not been
created. The creation of a committee

in the Cana Brava region was

postponed to 2012.

Target remains in 2012.

Passo Fundo

Implement and permanently
sponsor Social, Environmental
and Heritage Activity Center
(Casap).

Casap was implemented and is operating.

Passo Fundo

Implement the Ecological Trail
by March, 2011, for permanent
sponsorship.

The Ecological Trail was implemented and
is fully functioning.

« Tractebel Energia

Target achieved

Target not achieved [l

In progress

Salto Santiago
and Salto Osorio

Reduce annual waste
generation by 5% over the
2009-2010 average waste
inventory (except waste from
unit reforms and special
services).

Salto Osorio: the 2009 and 2010 average
was 71 tonnes and generation in 2011 was
66 tonnes.

Salto Santiago: the 2009 and 2010 average
was 98 tonnes and in 2011, 73,7 tonnes
were generated

To be defined.

Ponte de Pedra

In 2011, reduce annual waste
generation by 2.5% (based on
2010 inventory).

Due to some extraordinary events such as
the completion of works on the

dining hall and convenience center,
waste was generated above

the target.

Sustainability Report . 2011
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Target achieved

Target not achieved [l

In progress
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WATER AND EFFLUENTS

Plant

2011

Notes/Comments

Next years

Cana Brava

Reduction of the concentration
of oils and greases in the
effluents drained into the plant's
sump wells to 50% of the
maximum allowed by law by
January, 2011

Maintain the concentration of oils
and greases in the effluents (Draining
System and Water/Oil Separator of
Transformers) drained into the plant's
sump wells at 50% of the maximum
allowed by law by January, 2013.

Sdo Salvador

Reduction of the concentration
of oils and greases in the
effluents (Draining System

and Water/Qil Separator of
Transformers) drained into the
plant's sump wells at least 50%
of the maximum allowed by law
by January, 2012.

Target valid, to be metin 2012.

Salto Santiago
and Salto Osorio

Reduce the discharge of oil
from the draining well into the
receiving water body - Iguacu
River - up to 25% of the amount
allowed by law.

Target achieved, as per results of analysis

of draining well effluents.

Target remains in 2012.

Cana Brava

In 2011, reduce treated water
consumption by 3% based
on the average treated water
consumption in 2010.

Target not achieved due to the significant

increase in personnel at the Plant
(new employees).

In 2012, keep the same annual

consumption of treated water as 2010,

even with the new expected
personnel restructuring.

Ponte de Pedra

Reduction of the concentration
of oils and greases in the
effluents (Draining System

and Water/QOil Separator of
Transformers) drained into the
plant's sump wells to 50% of the
maximum allowed by law by
December 2015, reduction of
10% per year.

Target remains in 2012.

Salto Osorio

Implement a reuse system of
percolating water from the
dam's inspection gallery.
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Target not achieved
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VISITORS TO PLANTS AND ENVIRONMENTAL EDUCATION

Plant

2011

Notes/Comments

Next years

Séo Salvador

In the period from 2011 to 2013,
obtain an annual increase of 5%
in the number of people served
by the Visit and Environmental
Awareness Program.

In 2010, the Program had 85 visitors

and 791 people who participated the
environmental education lectures. In 2011,
the Program had 197 visitors and 877
people who participated the environmental
education lectures.

Target valid from 2011 to 2013.

Machadinho Serve at least 6,000 visitors by The target was revised to 6,500 visitors and Target remains in 2012.
December, 2010. was achieved, as the plant received a total of
9,750 visitors.
Machadinho Annually serve 10,000 people In 2011, 7,010 people visited the plant. Target remains in 2012.

through the Environmental
Education Program in the
neighboring communities.

Passo Fundo

Visit at least 53 educational
institutions in neighboring
communities and serve at
least 8,500 people by
December, 2011.

Talks were held at 53 local schools
with 13,691 participants.

Target remains in 2012.

Ita

Receive at least 9,000 visitors by
December, 2011.

In 2011, the Program received 9,816 visitors.

Target remains in 2012.

Ponte de Pedra

In the period from 2011 to 2014,
obtain an annual increase of
50% over 2010 in the number
of participants in the

Visitor Program.

In 2011, 240 people visited the plant.

Cana Brava

In the period from 2011 to 2013,
obtain a 5% annual increase in
Program participants.

In 2010, CB HPP had 1,498 visitors and
616 people who participated in the
environmental education lectures.

In 2011, CB HPP had 1,558 visitors and
1,688 people who participated

in the environmental

education lectures.

Target valid from 2011 to 2013.

Salto Santiago

Receive at each plant at least
2,000 visitors per year, including
schools, associations and/or
universities.

In 2011, 1,381 people visited the plant.

Target remains in 2012.

Salto Osorio

Receive at each plant at least
2,000 visitors per year, including
schools, associations and/or
universities.

In 2011, 3,071 people visited the plant.

Target remains in 2012.

Sustainability Report . 2011
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REFORESTATION, ENVIRONMENTAL RECOVERY, MONITORING AND ENVIRONMENTAL CONSERVATION

Plant 2011 Notes/Comments Next years
Cana Brava Recovery of the concession In 2010, 17470 saplings were planted Target under review to be met
areas with the planting of and 15,574 were donated. In 2011, 6.311 in April, 2013.
100,000 saplings of species saplings were planted and 15,123
native to the Cerrado habitat were donated.
by April, 2012.
Machadinho Recover the permanent In 2011, 72 thousand saplings were planted
preservation area by planning in the region.
at least 60,000 native species
saplings in 2011.
Machadinho Recovery of degraded areas at

the former worksite with
native vegetation.

Passo Fundo

Replanting of the reservoir
istands with 40,000 saplings of
native species in 2010.

In 2011, 53,622 saplings were planted
in the region.

Target expanded for 2011 to plant
50,000 saplings

Salto Santiago

Recovery of degraded areas
at the former worksite by
December, 2012.

In 2011, the recovery of the area began
with removal of rocks, earthworks,
planting and fertilizing.

Target extended to 2012.

Salto Osorio

Recover the area along the
river with planting and
donation of at least 10,000
native species saplings by
December, 2011.

In 2011, 8,345 trees were planted To be defined.

and 11,419 saplings donated.

Salto Santiago

Maintain the area along the
river with planting and
donation of at least 20,000
native species saplings by
December, 2011.

In 2011, 9,932 trees were planted To be defined.
and 11,176 saplings donated for a total

of 21,108.

Passo Fundo, Ita
and Machadinho

Permanently control irreqular
occupation of reservoir areas.

Then environmental and asset surveillance
team regularly visits the reservoir
areas of these Plants.

Target remains in 2012.

Passo Fundo,
Itéd, Machadinho,
Salto Santiago,
Salto Osorio,
Ponte de Pedra,
Cana Brava and
Sdo Salvador

Maintain permanent actions
for environmental monitoring
at the reservoir and
surrounding areas.

These Plants have several monitoring
programs in place at their reservoirs
such as, Water Quality, Fish, Bank Shelf,
Climatology, Seismology,

and Hydro sedimentology,

among others.

Target remains in 2012.

Ponte de Pedra

Implement a nursery to produce
saplings by September, 2012.

Definition of location and start of evaluation
of service providers.

Ponte de Pedra

Implement the Serra de
Sonora State Park as part of
the environmental offsets
of the plant by

January, 2013.

Stewardship Plan contracted and elaborated
for this Conservation Unit, approved by
environmental agency.
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ENVIRONMENTAL TARGETS - THERMOELECTRIC POWER PLANTS

SOCIAL AND ENVIRONMENTAL DEVELOPMENT IN OPERATING AREAS

Plant 2011 Notes/Comments Next years
Lages, Participation in the The Company regularly takes Target remains in 2012.
Charqueadas Hydrographic Basin part in events that foster the creation

and Alegrete

Committees in regions where
plants are installed.

of Committees where
these bodies have yet not
been created.

Jorge Lacerda

Participate in the environmental
recovery processes of degraded
areas, in partnership with

the state environmental

agency Fatma.

Tractebel Energia is participating in the
environmental recovery of the fines
pasin of CSN.

Target remains in 2012.

Jorge Lacerda

Implement Jorge Lacerda
Environmental Park.

Target remains in 2012.

Charqueadas

Implement a Community
Communication System by
March, 2011.

Institutional campaign on AM Radio
in Sao Jerénimo-RS.

Jorge Lacerda

Continue R&D project to use
rice straw to fire the Jorge
Lacerda Complex.

Target included in 2011 and
remains in 2012.

Jorge Lacerda

Proceed with the R&D project
- use of rice-straw in the firing
process of the Jorge Lacerda
Thermoelectric Complex.

Target added in 2011 and
remaining in 2012.

WATER AND EFFLUENTS
Plant 2011 Notes/Comments Next years
Lages Installation of the Effluent Sistem implemented.

Treatment System of the Soot
Treatment Station — maintain
the emissions of DBO5
below 55 mg/l.

Jorge Lacerda

Waterproofing of the coal yard
by June, 2011.

Conclusion of the waterproofing
in December, 20115,

5 Reached months behind schedule.

Tractebel Energia .
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Notes/Comments

Next years

CONSUMPTION OF MATERIALS VISITS TO PLANTS
Plant 2011 Notes/Comments Next years Plant 2011
Lages Have 100% of the biomass In November, 2011, we reached the Target remains in 2012. William Arjona Receive about 200

suppliers in line with the current
laws by September, 2011.

goal of having all biomass suppliers
with LAOs.*

visitors annually.

In 2011, 206 people visited the plant.

Receive 150 visitors by
December, 2011.

In 2011, 329 people visited the plant.

Target remains in 2012.

Receive 1,200 visitors in two
years - 2011 to 2012.

In 2011, 928 people visited the plant,
corresponding to /7% of the target to
be met by 2012.

Target to be met in 2012.

Receive, at least, 400 visitors
until December 2011.

In 2011, 691 people visited the plant.

Target remains in 2012.

Receive more than 11,000
visitors during 2011.

In 2011, 11,035 people visited the plant.

Target remains in 2012.

REFORESTATION AND ENVIRONMENTAL RECOVERY

2011

Notes/Comments

Next years

Planting of at least 5,000
saplings in 2011,

The Company donated 5,330 saplings
in the region.

Target remains in 2012.

Donation of at least 1,000
saplings in 2011,

The Company donated 1,000 saplings
in the region.

Target remains in 2012.

2011

Notes/Comments

Next years

Reduce the level of noise
emissions to below 56 dB at
120 meters from the silencers
and 72 dB at 10 meters from
the silencers (night time
measurements in line with NBR
10.151) by December, 2010.

Target for 2010 was met in 2011.

All proposed silencers (13) were installed.

The average noise in the community

is below that stipulated by NBR 10.151
of 70 dB(A) during the day and

60 at night. Decibels measured in the
community was between

46 - 54 dB(A) during the day

and 51 - 56 dB(A) at night.

Alegrete
Jorge Lacerda Reduction of the Coal Stock Target remains with deadline
stored at LB/C TPP to a extended to 2012. Lages
maximum of 600,000 tonnes by
the end of 2010.
. o Charqueadas
Lages Reduce annual specific Target remains in 2012.
consumption of NaOH to 1.40
Kg/m?* and of HCl to 1.20 Kg/m? Jorge Lacerda
by December, 2010.
Alegrete Reduce by 20% the As Alegrete Thermoelectric Plant did not
consumption of HCland NaOH  operate in 2010, the target was extended
in Kg/m?* by December, 2010. to the next operation period of the plant,
which happened in 2011. As compared
to the last year of operation of this
Plant (2008), there was a reduction in
consumption of 37% in NaOH Plant
and 38% for HCL
Chargueadas
Charqueadas Reduce by 20% the Management program in progress. Target remains in progress but will
consumption of HCl and NaOH  Initial studies indicate that this target be revised for possible adjustments Alegrete
in Kg/m?* by June, 2012. will need more time. Until now, the or extended deadline.
proposed adaptations
are not viable.
Charqueadas Maintain specific consumption Revitalization of the CH TPP was Target remains in 2012. NOISE
indices for coal below concluded, with average specific
1.50 ton/MWh. consumption in 2011 at Plant
1.3582 ton/MWh.
Charqueadas
** Reached 2 months behind schedule
EMISSIONS
Plant 2011 Notes/Comments Next years
Lages
Lages Maintain particulate matter In 2011, average emissions of 88.32 mg/ Target remains in 2012.

emissions below 100 mg/Nm?
in the main boiler and 260 mg/
Nm3 in the reserve boiler.

Nm? for the main boiler, and the back-up
boiler did not operate during the year.

Maintain the noise level of
critical equipment
below 80 dB.

In December, 2011, installation of
lacking critical acoustic

cabins was concluded, with
results of monitoring sound
pressures below the

established target.

Target remains in 2012.

Target achieved ||
Target not achieved [l
In progress [ |

105 <« Tractebel Energia . Sustainability Report . 2011

Target achieved ||
Target not achieved [l
In progress [ |

Tractebel Energia . Sustainability Report . 2011 » 106



CONSOLIDATED ENVIRONMENTAL INDICATORS

Emissions

EMISSIONS

Management

The Company develops and applies systems, equipment, techniques, practices and
processes to minimize the emission of pollutants and greenhouse gases from its

production process. Some examples are:

» Electrostatic precipitators at the
Jorge Lacerda Thermoelectric
Complex, which retain over 98.5%
of particulate matter emissions;

» Bag filters and a desulfurization
system at the Charqueadas TPP,
which reduces the emissions of
particulate matter and sulfur
dioxide (SO,);

» Reduction in the formation and
emission of sulfur dioxide by
controlling the sulfur content of coal
and fuel oils;

» Allocation of 100% of fly ash to

»

cement production, minimizing the
use of limestone in this process and,
in turn, reducing CO, emissions;

Allocation of 100% of ash produced in
biomass plants (wood and sugarcane
bagasse) to forestry and farming,
replacing artificial fertilizers and
thereby reducing related

CO, emissions;

Implementation of a software system
to estimate CO, emissions from air
travel; and

Implementation of a conference
call system at the plants and
regional units to reduce travel and,
consequently, related greenhouse
gas emissions.

In June of 2011, the Company committed to prioritize renewable energy sources
in expanding its generation complex via the Tractebel Energia Climate Change
Policy, maintaining a majority of its installed capacity in HPPs, wind farms and
SHPPs (Small Hydroelectric Power Plants). In addition, the Policy provides for
investment in R&D projects regarding environmental conservation, climate change
and renewable energy, as well as Tractebel Energia’s role in promoting sustainable
development. regarding specific initiatives.

With the hiring of a specialized company, in 2011 the Company began its first
Greenhouse Gas Emission Inventory according to the principles of the Brazilian
GHG Protocol, including assurance by independent auditors. The inventory is an
important management tool that will allow Tractebel Energia to learn more
about the origin and evolution of its GHG emissions, aiding in decision-making
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Indicators

In 2011, the Company's CO, emissions totaled 3,787,716 tonnes, falling 32% over 2010 due to the
reduced thermoelectric generation. This was due to the increased rainfall, which allows for increased
hydroelectric generation that is usually priority in dispatch due to its lower operating costs.

The following charts present the total emissions and emissions per MWh produced of the
Charqueadas, Alegrete and William Arjona TPPs, the Jorge Lacerda Thermoelectric Complex, the
Lages Cogeneration Unit and the biomass-fired Ibitilva Energética TPP (wood chips and sugarcane

bagasse, renewable sources).

CO, Emissions

2009

4,555,492

. W
2011 3,787.716

SO2 Emissions

CO, Emissions per MWh Generated
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‘- Thermoelectric Plants
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SO, Emissions per MWh Generated

N 0.023

T h—

I Termoelectric Plants3®
Il Al Plants®’

2009

% Thermoelectric Power Plants (including biomass) — ratio of fossil fuel emissions derived from energy generated for the

thermoelectric power plants and the energy generated at these plants.

5 All plants - ratio of fossil fuel emissions for energy generation in thermoelectric power plants and sum of all energy generated by
Tractebel Energia (thermoelectric, hydroelectric and small hydroelectric power plants and wind farms).
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Particulate Matter Emissions

NO, Emissions per MWh Generated

0.0026

B Thermoelectric Plants®
Il Al Plants®®

% Thermoelectric Power Plants (including biomass) — ratio of fossil fuel emissions derived from energy generated for the

thermoelectric power plants and the energy generated at these plants.

39 All plants — ratio of fossil fuel emissions for energy generation in thermoelectric power plants and sum of all energy generated by
Tractebel Energia (thermoelectric, hydroelectric and small hydroelectric power plants and wind farms).
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Power Consumption

2009 “ 1,637,240
2010 - 1,953,360
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Clean Development Mechanism (CDM)

The Lages Cogeneration Unit in Santa Catarina State produces energy from wood
chips from several logging companies, avoiding its disposal in nature and thus helping
prevent methane (CH,) emissions — a gas with Global Warming Potential (GWP)

21 times higher than carbon dioxide (CO,) — resulting from their decay. As a Clean
Development Mechanism (CDM), the Lages Cogeneration Unit is qualified to
generate carbon credits as established by the Kyoto Protocol, for sale

by Lages Bioenergética.

CLEAN DEVELOPMENT MECHANISM OF THE LAGES COGENERATION UNIT

- Estimated generation of 200 thousand Certified Emission Reduction (CERSs)
annually over a decade, between November of 2004 and October of 2014.

- Through 2011, 958,308 CERs had beed issued, with 157,914 referring to the
period between June of 2008 and June of 2009. At the end of the period, a new
verification was performed for the future issue of 443,651 CERs for the period
from June of 2009 to May of 2011.

DIRECT POWER CONSUMPTION

Management

Tractebel Energia’s production process uses the energy generated by its own plants.
Therefore, reduced consumption is directly related to lower total energy generation
or to improved energy efficiency.

Indicators

In 2011, Tractebel Energia used 794.7 GWh (equivalent to 2.9 million GJ) to operate its
generation complex, producing 45,0234 GWh (equivalent to 162.1 million GJ)
of power.

At the thermoelectric plants, 437.9 GWh (1.6 million GJ) were consumed to generate
3,700.9 GWh (13.3 million GJ). The hydroelectric plants consumed 319.9 GWh (1.2
thousand GJ) in producing 40,718.0 GWh (146.6 million GJ). At complementary plants
(Small Hydroelectric Power Plants, Wind Farms and Biomass-Fired Thermoelectric
Plants), 36.8 GWh (132.5 thousand GJ) were consumed to produce 604.5 GWh

(2.2 million GJ).

WATER

Management

Most of the Company’s thermoelectric units have closed-circuit effluent systems,
which prevent discharge of pollutants into rivers and allow reuse of water. At the
units where closed-circuit recirculation has not yet been implemented, effluents
are treated via sedimentation and neutralization before they are discharged. In
addition, containment basins in the fuel reservoirs prevent water pollution

due to leaks.

The Company's standards are more rigorous than those established by law for
reduction of oil and grease in the effluents of drainage wells at hydroelectric
plants, and it trains its professionals to collect and analyze effluents to avoid
contamination of bodies of water. The Passo Fundo, Machadinho, Cana Brava
and Ita hydroelectric power plants control effluents in the drainage wells
through a system that separates water from oil in the effluents generated in
the machine shop.

In 2011, Tractebel Energia began implementation of the Dam Inspection Gallery
Drainage Water Use System at the Salto Osorio HPP, reducing the use of chemical
products in water treatment. This system has been in operation at the Itd and
Machadinho HPPs since 2007.

b Power Plant

f— \‘ Ponte de Pedra Hydroelectric /

-""J Tractebel Energia . Sustainability Report..2011 » 112




Indicators Notes on the water management WASTE
indicators:
Hazardous Waste

) Management
Surface Water Consumption

Comy Surface water: in 2011, the
Eompany, afltlgr bek\]ng i”i?ted transportation and final disposal, in compliance with environmental licensing
2009 m 10,433,478 y Its controlliing sharenolder, regulations, the United Nations rules and other applicable requirements.

changed the calculation methodology

Hazardous waste management includes treatment, temporary internal storage,

2010 -‘4,596,701 for '”d95tr'al water consumption, . Tractebel Energia adopts preventive measures against leaks — such as the use of
impacting surface water consumption. . . . . .
o } safety labels on chemical products, the installation of containment barriers and
N However, this figure remained : ) . )
2011 5,356,635 , adequate vehicle signage — and contracts only companies that are duly licensed
\ ! ! proportional to the demands of the

) o and authorized in Brazil for this kind of transportation.
power generation activities at the

thermoelectric plants.

Groundwater Consumption

(m3) Ground water: the low 2010
value was due to the failure

2009 m 11511 of measurement equipment

(hydrometers) at the Salto Santiago
2010 . 2268 HPP, which was replaced in 2011.
' Alegrete Thermoelectric

Discharge of Treated Water
o 7(7rr{3fy7eiar7) 777777777777777777777777777777777777 Disposal of treated water:null
since 2010, when the closed
2009 “ 9.852,980 circuit bottom ash system

was concluded at the Jorge Lacerda
2010 O Thermoelectric Complex.
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Indicators

HAZARDOUS WASTE DISPOSAL IN 2011

Disposal method Type of waste product Amount (t)
Class | industrial landfill Water contaminated with oil, schist and oil sludge, oil sludge and paint 114.88
sludge, gravel contaminated with oil, printer cartridges and toners,
industrial batteries, contaminated packaging, waste grease, general
lamps, materials contaminated with oils, grease, chemical products
and mercury, materials containing glass wool, insulating oil, batteries,
chemical products, contaminated kerosene and other solvents, welding
waste, electronic waste, resins.
Autoclaving - Class Il industrial Bio-hazardous waste. 0.02
landfill
Co-processing Water contaminated with oil, oil sludge, paint sludge, materials 164.64
contaminated with oils, grease and chemical products, printer
cartridges, residual grease, kerosene and other solvents, welding
waste, resins.
Incineration Bio-hazardous waste — infectious, sharps and drugs. 347
Recycling Water contaminated with oil, printer cartridges and toners, industrial 29.57
batteries, pesticide packaging, light bulbs in general, lubricant and
insulating oil, electronic waste.
Reuse Returnable industrial towels, used lubricant oil, insulating oil. 13.12
Treatment / decontamination Bio-hazardous waste, light bulbs. 102.37
Total (hazardous waste adequately disposed of)4° 428.07
Local storage Waste expecting a viable volume or under analysis for final disposal. 43.89
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All hazardous waste is transported to final disposal sites exclusively in Brazil

Non-Hazardous Waste

Management

Tractebel Energia works to reuse or recycle its non-hazardous waste. Fly ash
accounts for approximately 86% of the total volume of waste and is sold to the
cement industry as raw material for pozzolanic cement, replacing limestone

in its composition.

Bottom ash is used as a base for asphalting highways and to neutralize the soil acidity
in coal waste deposits due to its high pH. Bottom ashes from the Charqueadas
Thermoelectric Plant and the Jorge Lacerda Thermoelectric Complex are allocated to
the recovery of areas degraded by coal mining and to cement production. Part of the
bottom ash from the Charqueadas Thermoelectric Plant is returned to the mine pit and
used in the environmental recovery of the area from which the coal was extracted. In
2011, all ash produced by the coal-fired thermoelectric plants was used in the cement
industry.

The main non-hazardous wastes produced by Tractebel Energia are ashes from
the combustion process at coal- and biomass-fired thermoelectric plants, in
addition to paper, plastic, glass and ferrous and non-ferrous scrap metal.

Ashes are divided into fly ash, which is carried with combustion gases and

removed by electrostatic precipitators or bag filters, and bottom ash, which
remains at the bottom of the boiler.

Indicators

In 2011, 99.94% of non-hazardous waste was recycled, reused or used in
composting processes, in the paving of highways and in the recovery of degraded
areas (mining pit).

The Company'’s total paper consumption increased 14.3% over 2010 and, of the 9.6
tonnes consumed, 8.9 (92.7%) were recycled paper.
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DISPOSAL OF NONHAZARDOUS WASTE IN 2011

Disposal method Type of waste product Amount (t)
Controlled landfill Styrofoam, plastics, common and organic waste.* 2042
Class Il industrial landfill Construction debris, blasting slag, air-conditioning filters, Styrofoam, 218.31
rock wool, sewage sludge, wood, common waste, welding waste,
non-contaminated solid waste, electronic waste, glass.
Landfill Construction debris, air-conditioning filters, Styrofoam, rock wool, 369.52
wood, acoustic insulation cover, plastic, common waste, organic
waste, rubber.
Compost Organic waste. 43.92
Co-processing Wood, Styrofoam and rubber scraps. 1.25
Highway paving Construction debris. 2.66
Recycling Bottom ash, fly ash, plaster, kitchen oil, paper and cardboard, plastic, 1,159,332.27
rubber, metallic waste and glass.
Recovery of degraded areas Wood, bottom ash and garden organics. 15,848.90
Reuse Slag blasting, metallic waste, construction debris. 104.19
Treatment / decontamination Sewage sludge. 119.00
Use as fuel Wood waste. 126.88
Total 1,176,187.32
Local storage Waste expecting a viable volume or under analysis 56.36

for final disposal

“ This waste is disposed of in controlled landfills due to inadequate infrastructure in the areas surrounding some plants

117 <« Tractebel Energia . Sustainability Report . 2011

' Cana Brava Hydroelectric
, Power Plant

FUEL

Management

Tractebel Energia continuously analyzes, researches and studies renewable energy
sources to minimize fossil fuel consumption, a non-renewable source with higher
environmental impacts. However, the Company understands that the diversification
of the energy matrix is important in order to ensure the electricity supply and
system security in the current context.

In addition to wind and hydropower, which account for most of Tractebel Energia’s
portfolio, the Company has two biomass-fired thermoelectric plants that, rather
than using fossil fuels are fed wood chips (Lages Cogeneration Unit) and sugarcane
bagasse (lbitilva Bioenergética TPP). Thus, environmental impacts are reduced

as these plants do not require extraction of natural non-renewable resources and
eliminate the need for organic waste disposal, reducing greenhouse gas emissions.

The Company consumes natural gas, fossil fuels (diesel and gasoline) and coal

for power generation at the William Arjona TPP (which may function both
on natural gas and diesel), Alegrete, Charqueadas and LA TPP, LB TPP and LC
TPP of the Jorge Lacerda Thermoelectric Complex, respectively; and wood
chips and sugarcane bagasse for power production at the Lages and Ibititiva
biomass plants, respectively.

Tractebel Energia . Sustainability Report . 2011 » 118



119 « Tractebel Energia .

Indicators
In 2011, the Company consumed 12.1 thousand GWh (43.5 million GJ) in fuels at its

thermoelectric plants. The reduced of fuel consumption over the previous year is
related to the lesser generation by the thermoelectric plants in 2011.

FUEL CONSUMPTION

Materials 2009 2010 2011
Coal (t) 2,751,989 3,344,524 2,348,564
Fuel oil (t) 2,943 4,590 3,673
Diesel (m?) 2480 3,067 2,685
Natural gas (m9) 0 114,375,774 415,021

Regarding the consumption of fossil fuels from activities necessary to business
management, Tractebel Energia adopts measures such as the increased use of
biofuel cars, prioritizing the use of ethanol in the vehicle fleet, and conference calls
to reduce employee travel, as well as mass transportation services at most plants.
These initiatives were ratified by Tractebel Energia Climate Change Policy.

\

' Machadinho Hydroelectric
/J Power Plant reservoir

/

inability Report. 2011

BIODIVERSITY

Tractebel Energia continuously monitors the areas surrounding its reservoirs,
developing wildlife conservation programs. Together with stewardship initiatives,
these programs guarantee biodiversity and habitat preservation before, during
and after construction of the reservoirs. The Company supports Research

and Development (R&D) projects for the preservation of endangered species,
environmental education initiatives to increase community awareness, supports
non-profit organizations and communicates to society as a whole the importance
of preserving the environment.

Fauna

During the construction of a hydroelectric plant, the Company performs studies
and rescues animals in the region during the deforestation and formation of
reservoirs and also maintains preservation strips on its borders to support the
development of fauna and flora of the region, which in turn provide higher
water quality.

Species that are potentially dangerous to local populations, such as insects and
snails that transmit diseases and venomous animals, are also monitored and
controlled by studies and regular research.

Flora

Tractebel Energia monitors the plant life in the regions where it operates, collecting
seeds and flowers for analysis, cataloguing and subsequent production of seedlings.
Thus, it aims to assure the continuity of species native to the region by reforestation
and the recovery of vegetation.

Fish

Through fish research projects, the Company seeks to understand the dynamic
balance created during the formation and maturity of the reservoirs, thereby
adopting, at each plant, stewardship practices to minimize the impacts of this
process on the species. Among the main projects is the restocking of rivers by lab
breeding the fry of native species.
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Through the Itd Consortium, Tractebel Energia maintains an agreement with the
Brazilian Environment and Renewable Natural Resources Institute (Ibama) for
restocking the Uruguay River basin, and in a research project conducted jointly
with the Freshwater Fish Farm and Biology Laboratory (Lapad) of the Santa Catarina
Federal University (UFSC) it breeds in the laboratory the fry of endangered species
such as the piracanjuba, dourado, curimbata and piava, among others.

At the Machadinho and Itéa HPPs, a project is also being developed to raise
awareness among the neighboring communities on the preservation of the
spawning grounds, rearing of larvae and fish monitoring, thus helping conserve the
wildlife in areas surroundings the plants.

In 2011, Tractebel Energia donated and planted a total of
386,643 saplings, excluding trees planted by the Estreito
Energia Consortium (Ceste), in which Tractebel Energia
participates. In the program’s 6-year lifespan, about 2.3 million
saplings have been planted and donated.

' Fauna and flora species surrounding
/‘ Lages Cogeneration Unit
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HIGHLIGHTS OF ENVIRONMENTAL MANAGEMENT IN 2011
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Semas - Environmental and Sustainability Week : focused on employees and the community, the
event has been held annually since 2007 to promote environmental awareness and sustainability. In
2011, two Semas were promoted. The first was held in September in Piratuba, Santa Catarina State, in
the region of the Uruguay River plants (Machadinho, Itd and Passo Fundo), in a partnership with the
Machadinho and Itd Consortiums. The Piratuba Sema received about 120 people, held simultaneously
with the 3 National Rural Film and Video Festival, another event supported by Tractebel Energia.
Themed “Social and Economic Development and Appreciation of the Environment and Rural Life,” the
event featured workshops, seminars and artistic performances. The other Sema was held in October
at the Jorge Lacerda Thermoelectric Complex in Capivari de Baixo, Santa Catarina State, also involving
the Lages and Ibitidva plants. Among the themes highlighted at the event were fighting discrimination,
inclusion of people with disabilities and other socially responsible practices, in addition to workshops
on themes related to sustainability. About 2.5 thousand people took part in the event, including
employees, service providers, suppliers and community representatives.

Sisma — Internal Safety and Environmental Week: in 2011, Tractebel Energia promoted a Sisma
in the Tocantins River region — involving the Cana Brava, Sao Salvador and Estreito plants. Targeting
employees and partner companies, the event received 229 participants.

Environmental Week at Estreito HPP: Together with the Estreito Consortium, Tractebel Energia
held the Plant's Environmental Week, which was attended by 663 participants, including employees
and members of the surrounding communities. Workshops were held on the waste and effluent
management plan; recycling; snake bites and accidents and integrated handling of urban pests.

Sapling planting and donation program: each year the Company establishes a goal at of least
300 thousand units among the planting of trees and sapling donations. In 2011, the amount reached
386,643, exceeding the target by 28.9%, excluding the planting by the Estreito Energia Consortium
(Ceste), of which Tractebel Energia is a member.

Spring conservation:

e Tractebel Energia maintained the agreement signed in 2010 with the City of Chopinzinho, Parana
State, Casa Familiar Rural (Rural Familiar House) and the Rotary Club to preserve 300 springs in the
region of the Salto Santiago HPP through August of 2012. The project aims to improve the potable
water quality, reflecting on the learning capacity of children and adolescents. On December 31,
2011, 118 springs had already been included in the project.

e OnJuly 29, 2011, an agreement was made with the Machadinho Consortium and Alcoa Institute to
preserve 24 springs on 18 rural properties surrounding the Machadinho HPP.

e In July of 2011, the Tractebel Energia Spring Conservation Program to maintain water quality
and quantity in the areas surrounding the plants, foster and support conservation practices in
the areas where the Company operates, encourage and raise community awareness on the
rational use of water was launched.

Tractebel Energia . Sustainability Report . 2011 »

122



123 <« Tractebel Energia

»  Wildlife conservation and the creation and support of environmental
parks: voluntarily or as part of the environmental offsets for the implementation
of its projects, Tractebel Energia supports the creation and maintenance of
environmental parks for wildlife conservation in the areas surrounding its reservoirs,
including:

» Strategic Areas for Parana Wildlife Conservation Program: supported
voluntarily by the Company in the areas surrounding the Salto Osorio and Salto
Santiago HPPs. The Program is developed by the State of Parana in partnership
with The Nature Conservancy (TNC), and it aims to update the south-central
Parana State vegetation map. It is part of the property regulation of the Serra
da Esperanca State Park, with more than 6 thousand hectares, and contributes
to the preservation of the Environmental Protection Area (APA) in Serra da
Esperanca, home to the region’s largest Araucaria forests.

» Fritz Plaumann State Park: implemented in Concordia, Santa Catarina State
as part of the environmental offsets for the implementation of the Ita HPP, it is
currently maintained by voluntary contributions from the Company. In partnership
with private companies, the Environmental Foundation of Santa Catarina State
(Fatma) and civil society, the state park conserves and allows for public use of
the most important remaining area of the Seasonal Deciduous Forest (Uruguay
River Forest). The Park is managed by Fatma in a partnership with a public interest
group (Oscip) — Fritz Plaumann State Park Co-management Team (Ecopef) -
responsible for the personnel and maintenance of areas within the conservation
area created for this purpose with Tractebel Energia’s support.

« Teixeira Soares Park: part of the environmental offsets of the Ita HPP, the Park
is located in Marcelino Ramos, Rio Grande do Sul State. With 426.1 hectares, the
park was created to expand conservation area through environmental education
and adaptation of ecological and rural tourism, among other development
projects that are part of the environmental preservation objectives.

» Jorge Lacerda Environmental Park: the park, which is scheduled to be opened
in 2012 in Capivari de Baixo, Santa Catarina State, is adjacent to the Jorge Lacerda
Thermoelectric Complex and aims to transform a degraded area of 50 hectares
into a model of environmental conservation. Tractebel Energia implemented the
project on its own initiative in partnership with the Unisul Education, Research
and Continuing Education Support Foundation (Faepesul) and will offer the
community a series of educational, cultural and recreational activities. It will be
managed by the Jorge Lacerda Association, formed by members of Faepesul,
Tractebel Energia and other representative institutions in the community. In 2011,
more than 8,000 trees were planted in the Park.

« Serra de Sonora State Park: in 2011, the Company began implementing the Park
in a partnership with the Mato Grosso do Sul State Environmental Institute (Imasul)
as part of the environmental offsets for the Ponte de Pedra HPP. Located in
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Sonora, Mato Grosso do Sul State, the Park encompasses an area of 7.9 thousand
hectares and aims at preserving the native flora and fauna of the Serra de Maracaju
region, which mixes typical environmental features of the Brazilian Cerrado
(tropical savanna) and Pantanal (tropical wetlands) regions. When opened, the Park
will be the first Conservation Unit in the region that is open to visitors, benefitting
the community.

CDA (Environmental Disclosure Center): located in Ita, Santa Catarina State, the
CDA develops several community-oriented educational projects such as thematic
exhibits, a library with a video collection, and photo archives with social and
environmental information on the region and the programs implemented by the
plant. Since the CDA opend its doors, more than 207 thousand people have been
assisted as part of the environmental offsets of the Ita HPP.

The Environmental Educators Training Program (PFEA): is held at the Ita

HPP. PFEA aims to train multipliers and it is developed in partnership with local
government and communities. The Program was structured so that educators can
enhance their knowledge on the subject and identify and analyze teaching tools
that work to increase understanding. Three meetings were held with the educators,
totaling 110 hours of training with the participation of 28 students. The Program
covers material ranging from the fundamentals of Environmental Education to the
elaboration of lesson plans.

Social, Environmental and Heritage Support Center (Casap): the Passo

‘J Environmental Education Program at
,Jorge Lacerda Thermoelectric Complex
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Fundo HPP, on the initative of Tractebel Energia, maintains Casap, located in a
conservation area and sponsors environmental programs focused on water quality,
fish monitoring, recovery of plant life on reservoir islands environmental education
and stewardship. In 2011, Casap’'s Ecological Trail was opened to disseminate
environmental conservation concepts. The Environmental Education Program

for the schools near the Passo Fundo HPP is geared toward students and the
educational community, as well as the general public, and aims to teach sustainable
development and inspire habit change, in addition to serving as a link between

the Plant and the community. In 2011, about 14 thousand people took part in the
Program’s activities.

Visits to Plants and Environmental Education Program: in partnership with the
Industry Social Service (SESI) and other entities, the Company sponsors structured
programs for students, researchers and tourists to visit its plants, presenting
operations and social and environmental programs. The Program is complemented
by presentations in schools and other community locations addressing the same
subjects, primarily focusing on environmental education. In 2011, more than

86 thousand people took part in the Program.

Machadinho Hydroelectric Power Plant Writing Contest: the Machadinho
Consortium organizes a writing contest for 8" grade students in Machadinho
Hydroelectric Power Plant-area schools to inspire debate on cultural and
environmental issues and register the impressions of students who visited the plant.
To orient participants, the Consortium offers a writing workshop with teachers
from several schools in the region. In 2011, the contest’s theme was "“Machadinho
Hydroelectric Power Plant and the Forests” and 821 texts from students from 32
schools were enrolled, up 36% over the previous year. Laptop computers were
awarded to the three winning entries chosen by the judges panel composed of
college professors responsible for evaluating essays for the Santa Catarina Federal
University (UFSC) and Santa Catarina State University (UDESC) entrance exams.

Visitors to plants and participants in the Environmental Education Program in 2011

Jorge Lacerda Thermoelectric Complex

23,779

[ta Hydroelectric Power Plant

16,842

Machadinho Hydroelectric Power Plant

16,760

Passo Fundo Hydroelectric Power Plant

15,219

Salto Osorio Hydroelectric Power Plant

3,512

Cana Brava Hydroelectric Power Plant

3,246

Salto Santiago Hydroelectric Power Plant

2473

Sao Salvador Hydroelectric Power Plant

1,074

Lages Cogeneration Unit

928

Charqueadas Thermoelectric Power Plant

691

Pedra do Sal Wind Farm

682

Beberibe Wind Farm

445

Alegrete Thermoelectric Power Plant

329

Ponte de Pedra Hydroelectric Power Plant

240

William Arjona Thermoelectric Power Plant

206

Areia Branca Small Hydroelectric Power Plant

33

José Gelazio da Rocha Small Hydroelectric Power Plant

33

Rondopolis Small Hydroelectric Power Plant

33

Total

86,500
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EXPENDITURES AND INVESTMENTS IN ENVIRONMENTAL MANAGEMENT

In 2011, the Company invested R$40.2 million in environmental protection
improvements, implementation of cleaner technologies, emission

control, environmental education and training, external certification,
environmental management and R&D projects related to

environmental issues.

In addition, R$488.1 thousand more was spent on liability insurance for
environment-related events resulting from sudden pollution events, such as spills,
and R$183.6 thousand on 1,659 hours of training and environmental

awareness activities.

OccupATIONAL HEALTH AND SAFETY MANAGEMENT (SST)

GUIDELINES
Legal Compliance

Tractebet Energia constantly monitors changes in laws, standards and resolutions
regulating Occupational Health and Safety management, evaluating and adjusting its
operations and procedures whenever necessary for legal compliance to to meet its
additional voluntary commitments.

Management System

The Company’'s Occupational Health and Safety Management System is based on
continuous improvement. It aims to guarantee safety and promote improved health
and quality of life for all its employees, service providers, suppliers and visitors. It
identifies and monitors the dangers and risks related to processes, equipment and work
environments, orienting all stakeholders, as well as prevention and control measures to
be taken in each case.

The Company has ten Internal Occupational Accident Prevention Committees
(CIPAs), formed by members appointed by the management and employees. CIPAs
are distributed among the administrative headquarters and the plants. At plants
with less than 20 employees, there is an employee who is responsible for the same
legal functions attributed to the Commissions. Every year, an Internal Occupational
Accident Prevention Week (Sipat) is held at the plants with CIPAs. The event
addresses several related themes. The objective is to increase employee awareness

of and routines and habits that create a safer, healthier environment. A total of 83
employees serve on the CIPAs or have been designated for complying with
safety standards.

There are an additional 33 professionals in the Occupational Health and Safety area,
20 of which are Tractebel Energia employees, with 13 service providers.

In 2011, 66% of the Company's employees were trained in health and safety. Parallel
to accident and work-related illness prevention, Tractebel Energia identifies the
health profile of its employees and offers programs focused on health and quality
of life, targeting the following areas:

a) Well-Being Management: initiatives related to stimulate the practice of
sports, on-the-job exercise, healthy eating, stress management, treatment and
prevention of addictions and service to people with special needs.

b) Health Management: the program is based on annual check-ups, divided into

three stages: laboratory and specific tests, questionnaires on health and lifestyle,
and clinical consultation and definition of the Individual Health Plan, an annual
commitment by the employee regarding his or her own health.

In compliance with the NR-7 Regulatory Standard (Occupational Medicine), all
employees are invited to perform regular exams annually. Tractebel Energia goes
further by performing a series of exams and specific consultations to provide more
complete and comprehensive data on the health of employees.

All individual health information for the last five years - results of lab exams,
surveys and the Individual Health Plans - are available on the Corporate Portal for
employees to follow their health histories.

In addition, the Company periodically holds communication and preventive
campaigns, such as flu vaccination and cancer prevention, as well as annual
training for operators (first aid CPR and defibrillator) and events with speakers from
the health area.
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HEALTH AND SAFETY MANAGEMENT TARGETS CONSOLIDATED HEALTH AND SAFETY MANAGEMENT INDICATORS

The following table shows the corporate results and targets for Health and Safety Sccupational Health and Safety Indicators

Management on December 31, 2011 based on previously established indicators. In Tractebel Energia Employees 2009 2010 2011
accordance with the Health and Safety regulations and standards, the consolidated _ _
A ) No. of occupational and transportation-related 12 9 7
Health and Safety Management indicators are: _ _
accidents (with or without leave)
) ) No. of days lost — occupational 117 91 49
Indicators Targets Obtained results ) )
accidents with leave
Frequency rate indexes (TF)*? TF<34 TF =260 I
Severity Rate Indexes (TG)* TG < 0.076 TG = 0.063 I Rate of occupational disease 0 0 0
Fatal accidents 0 1% I Frequency rate (TF) 1.10 1.04 1.50
Target achieved or exceeded [l Severity rate (TG) 0.07 0.05 0.025
Target not achieved [ |
Fatal accidents 0 144 0
In progress [ |
Absenteeism rate (days) 3,936 6,874 6,253
2 Resulting amounts, which consider respective amounts and worked hours of own employees and
contracted companies. The Frequency Rate (TF) is equal to the number of work accidents with leave
divided by the total of man-hours at work, times 1,000,000. The Severity Rate (TG) is equal to the number Outsourced Employees 2009 2010 2011
of lost days due to work accidents with leave divided by the total of man-hours at work, times 1,000
Source: ABNT, NBR 14.2 .
souree 2 o No. of hours of risk exposure 3,352,827 3,893,222 4,148,850
5 On October 7, 2011, a fatal accident happened at the reservoir of the Salto Santiago Hydroelectric Power
Plant, from drowning. The victim was an environmental analyst responsible for inspecting the reforesting ) _ _
areas of the Plant’s reservoir. The accident was due to noncompliance with the safety standards, such as the No. of occupational accidents with leave 15 9 13
anchoring of the boat and the use of life jackets
No. of occupational and transportation-related 41 44 42
accidents (with or without leave)
HIGHLIGHTS OF HEALTH AND SAFETY MANAGEMENT IN 2011 ‘ )
No. of days lost — occupational accidents 279 78 339
A . . " . with leave
Certification maintenance audit for OHSAS 18001, pointing out the possible
improvements and non-compliance, which were corrected, resulting in Frequency rate (TF) 45 2.3 3.13
maintenance of the BR OHSAS 18001 certification.
Severity rate (TG) 0.08 0.02 0.082
Improvements in the health and safety training process by developing training
with e-learning. Fatal accidents 0 0 88
EXPENDITURES AND INVESTMENTS IN HEALTH AND SAFETY MANAGEMENT Absenteeism* - . .

In 2011, Tractebel Energia invested R$4.3 million on safety, occupational
health and safety and quality of life for its employees and service providers.
Among other benefits, investments in improving processes, equipment and
work environments allowed OHSAS 18001 (Occupational Safety and Health
Management System) certification maintenance.

# Transportation-related accidents
“ Controled by the contracted companies
# See note 2 of the table in topic "Health and Safety Management Targets
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SociAL MANAGEMENT
GUIDELINES

LEGAL COMPLIANCE
Tractebel Energia constantly monitors changes in laws, standards and resolutions regulating Occupational
Health and Safety management, evaluating and adjusting its operations and procedures whenever necessary

for legal compliance to meet its additional voluntary commitments.

RELATIONSHIP WITH STAKEHOLDERS

The Company establishes long-term relationships with all stakeholders that impact or are impacted
by its operations.

environmental
and industry

entities ’

Employees
and their
representatives

~ s
~

’, A V2 \\
1 \ 1 \
1 I I 1
! t§ Suppliers i Community §
\\ ll \\ Il

In 2008, Tractebel Energia held a multidisciplinary workshop that was attended by employees

from several Company areas in order to identify the stakeholders that impact or are impacted

by its operations and assess the level of said impacts. The score attributed to each stakeholder

by representatives of Tractebel Energia’s areas extends from O to 3 on the axes "impacts” and “is
impacted.” Prioritizing the topics of interest of its main stakeholders, Tractebel Energia consulted
those with more than 2 points on at least one of the impact axes, as per the matrix at left. Thus, the
main demands of these stakeholders regarding the Company's management and relationships are
presented in specific sections within this chapter (stakeholders 1 to 7) or dispersed throughout this
report (stakeholders 8 to 10).

Has
Impact 1 1 1
3 e~ Lomm e e e .
1 1 1
1 1
00 . '
1 1
1 1 1
1 1 1
1 1 1
. . :_@ _____ = 1 Employee.s and their representatives
C i 2. Community
: : 3. Media
| | 4. Clients
1 1
: : 5. Suppliers
1 - L LI — o ; S 6. Government
! y 7 Shareholders
: 8. Social environmental and industry entities
: Is 9. Financial institutions
| mpacted ; )
— 10. Other industry companies
1 2 3

The Company's initiatives, as well as decision-making and planning of energy supply and infrastructure,

involve these stakeholders according to the following assumptions and guidelines:

» Government, clients and shareholders: transparency in communication with these stakeholders
regarding the identification and management of demands, as well as market opportunities.

» Communities: public hearings and surveys for evaluation of the social, economic and environmental
aspects related to the implementation and operation of a power plant in their city or region, in
addition to participation in local development forums and joint social and economic development and
environmental improvement initiatives.

» Employees: monitoring and direct participation in Tractebel Energia’s business — its structure,
operations of each organizational unit, new prospects under analysis and new projects.

» Society: information through the media on Tractebel Energia’s initiatives to contribute sustainably to
meeting current and future energy supply needs.
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EMPLOYEES AND THEIR REPRESENTATIVES

The Company's relationship with its workforce is based on ongoing dialogue,
engagement, compensation and benefits aligned with best market practices,
promotion of occupational health and safety, opportunities for development,
individual development and private pensions. As a result, Tractebel Energia has been
acquiring high satisfaction levels in organizational environment surveys and, due to
its employee satisfaction, was selected in 2011 as one of the 150 best companies

to work for in Brazil according to a survey by Vocé S.A. and Exame magazine from
Editora Abril for the first time.

All employees are guaranteed their right of free association, and trade unions and
federations representing the employees’ different professions and regions are affiliated
to three entities: the Union of Power Workers of Southern Brazil (Intersul), the Inter-
Union, and Trade Association of the Secretary Professionals of Santa Catarina State
(Sinsesc). With the entities and related trade associations, the Company practices the
same policy of permanent dialogue and transparency.

Jorge Lacerda
Thermoelectric Complex
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Collective Bargaining Agreements (ACT)

These agreements, which are signed each with the unions, in compliance with the International
Labor Organization (ILO) regulations and Brazilian law, cover 100% of the employees and
include wage adjustments for inflation, pension plans, benefits, health and safety, among others.
Any changes in the Management Manual or in items that are part of the Collective Bargaining
Agreements is subject to prior negotiation with the unions.

Compensation

Tractebel Energia periodically monitors the best market compensation practices through salary
surveys and adopts a strategy of equal pay for all genders and ethnic groups. Compensation
includes salary and variable remuneration. Considering only salaries, in 2011, the lowest

salary paid to an employee was 2.9 times higher than the current minimum wage. Variable
remuneration is composed of Profit Sharing and a management bonus. Both are defined as a
function of reaching individual and corporate targets. Profit Sharing is predicated on corporate
results, measured by EBITDA and net income. These criteria are negotiated with the unions and
established on the Collective Bargaining Agreement. The amount of the management bonus is
proportional to the target's impact on the corporate results and to the related level of difficulty.

Benefits

Benefits for employees include the
Previg — Sociedade de Previdéncia
Complementar retirement plan,
with 1,599 participants (1,027 active,

532 assisted — dependents - 19 self-
sponsored — retired participants who
decided to continue contributing — and
21 in a defined proportional benefit
regime). This fund is composed of

50% employee contributions and

50% Company contributions. In 2011,
Tractebel Energia contributed R$39.0
million to Previg. Tractebel Energia also
sponsors a private retirement plan with
Fundacgao Eletrosul de Previdéncia e
Assisténcia Social (ELOS), which totaled
2,190 participants in 2011, with R$27.4
million in Company contributions.

BENEFITS

Health insurance (medical, dental, pharmaceutical, psychological, speech therapy
and nutritional assistance) for employees and their dependents

Daycare stipends

Meal vouchers

Assistance for persons with disabilities

Group life insurance, with coverage for permanent disability
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Training and development

The Company has a training and development plan that is part of its short-, mid-
and long-term strategies. In 2011, R$3.3 million was invested in a total of 80,445
hours, with 10,732 of these hours dedicated to technical courses, 30,196 to

health and safety, 2,900 to languages and another 36,617 in areas such as behavior,

leadership and communication. Ethical matters such as the respect for diversity,
human rights and combating corruption, are part of the new employee
Welcome Program and are also addressed on occasions such as the

release or disclosure of corporate policies and seminars on the Company’s
Code of Ethics.

HOURS OF TRAINING PER EMPLOYEE IN 2011

Position Average hours
Managerial 57.0
Administrative 79.2
Technical-operational 715

The training and development plan includes scholarships, with the Company’s
contribution of 50% of the monthly installments. In 2011, Tractebel Energia granted
scholarships to 57 employees, being six for technical courses, 33 for university
courses and 18 for graduate courses.

Career management

Career self-management tools, offered by the Company through evaluations and
feedback, give employees a good opportunity for reflection and improvement,
better relationships and more control over their activities and careers. Each year,
employees are evaluated on their individual performance, and, every three years,
they are evaluated according to 360° skill monitoring — by colleagues, subordinates
and supervisors and self-evaluation — which results in an Individual Development
Plan (IDP). Support programs for the transition of employees in retirement or
dismissal processes are offered by Tractebel Energia, such as pre-retirement
planning and Voluntary Layoff Programs (VLP). In 2011, 21.7% of the employees
were eligible for retirement within the next five years and 41.7% in the next ten
years. The Company has a succession plan to manage replacements and fill
open posts.

Occupational Health and Safety and quality of life
In addition to legal compliance and maintaining an OHSAS 18001 certified

management system, Tractebel Energia considers occupational health and safety and
quality of life for its employees to be a pillar of human resources management.

Human Resources Management Pillars

Recognition and Health and
Motivation Development Wellbeing

Compensation Training oﬁ::ﬁﬁt;%r:jal

and Benefits | and
Development

Safety

Climate Career
Study _/Management
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Workforce composition Employees by Gender Employees by Age Employees by Occupation

DISTRIBUTION OF EMPLOYEES BY STATE

State 2009 2010 2011
Santa Catarina 649 670 689
Rio Grande do Sul 162 164 180
N Women I Between 30 and 49 Ml Operators, Maintenance Technitians and
Parana 99 102 107 j— B Less than 30 Administrative Support
Bl Men I Analysts, Engineers and Specialists
y: 9
Bl 50 or More Il Management
Sao Paulo 4 2 4
Mato Grosso do Sul 8 10 8
New Headquarters Employess by Gender on Boards and Committees Employees by Age on Boards and Committees
Goias 52 45 2 .,
With the current size of Tractebel Energia and its
Mato Grosso 5 6 5 growth perspectives, the Company moved to new
headquarters that, like the previous headquarters, B Up to 29
Tocantins 1 10 19 are located in Florianopolis, Santa Catarina State. 30 to 39
Tractebel Energia occupies seven out of the eight I 40 to 49
MaimEmEs B 24 44 floors of the building. The eighth floor of the same = :g :fi/lgore
building is the new headquarters of IPR GDF SUEZ's
Mires Gerslls _ B > Latin American operation.
Ceara = = 1
B Men
Piaui - - 1 Bl Women
Total 990% 1,033% 1,08447.48
47 Total of own employees, hired under the Consolidated Labor Laws
] . (CLT) regime, including dismissals and hires in the year. a9 .
Dismissals 33 39 57 % In addition, there are 54 interns, 2 trainees (students aged 15-18) and Employees by Years of Service Employees by Education
907 professionals from specialized firms contracted to provide services
Hires 82 82 108 to the Company during the year.
----- A
Wl oto5
Il 6to 10
Il 11to15
B 21to 25
26 to 30
Il 31t035
I Vocational Training
Il College
Il Secondary Education
“ Considering years of service at Eletrosul Primary Education
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COMMUNITY

Tractebel Energia prioritizes the hiring of local professionals and
suppliers, maintains an ongoing dialogue with the surrounding
community of each of its plants and headquarters and supports
the sustainable development of regions where it operates with
additional initiatives that may generate economic results, social
advances and environmental conservation. In addition, the
Company usually seeks partnerships with local agents, such

as universities, non-profit organizations and public interest
organizations (Oscips), in addition to making donations and
sponsoring, in accordance with the guidelines of the Tractebel
Energia Social Responsibility Policy:

Tractebel Energia Social Responsibility Programs

Focus on environmental - - — — — — — —

education, recovery of degraded

areas and reforestation

»  Reduction of the
environmental impacts of the
Company’s activities.

» Ecological awareness.

»  Conscientizagao ecologica.

»  Rationalization of natural
resource use.

»  Improved quality of life.

Tractebel Energia
Environment

Improvement Program\

Y

ra,c’gbekEégia Cultural —

Social Inclusion Development

Focus on improved quality of life — — — — — A -
Program Program

of children and adolescentes in

underprivileged communities

»  Childhood education.

»  Partnerships in social services, health
and justice (defense of the rights of
children and adolescentes).

»  Supporting the employment and
income generation.

»  Professional training for youths.

»  Raising awareness in communities to
overcome extreme povery and social
inclusion of at-risk children.

Tractebel Energi

— — Focus on cultural

»

development of communities

Preservation and
appreciation of cultural
characterics of each region.
Local cultural development.
Promotion of the use of
tax incentives to benefit
communities.

The Company's permanent goal is to expand its insertion in the communities
neighboring its headquarters and plants. Thus, one of the main initiatives has been
sponsoring the implementation of culture centers. The sponsorship can be done
with own funds or deducted from income tax in compliance with Rouanet Law

to support culture. Tractebel Energia sponsors the Culture Center of the Jorge
Lacerda Environmental Park, to be opened in 2012, with its own funds, providing
for the Park’s full implementation. For the Cultural Center in Entre Rios do Sul, Rio
Grande do Sul State, which was opened in July 7, 2011, tax deductible funds were
used under the Rouanet Law. Two new Centers have been approved by the Culture
Ministry as per the Rouanet Law and are already being implemented: Quedas do
Iguacu, Parana State and Alto Bela Vista, Santa Catarina State. In Minacu, Goias
State, the Company has contacted a local Oscip to develop cultural initiatives

in the city and plan the implementation of more than a cultural center — in this
case, possibly in a partnership with other companies in the region. All of these
centers are managed by autonomous institutions - and Tractebel Energia promotes
management training courses for their representatives.

The Center in Entre Rios do Sul opened in 2011 and its 2012 budget has been
ensured by covenants with universities, the city, ticket sales and projects
approved by the Culture Ministry in accordance to the Rouanet Law

for activities such as cinema, theater, dance, art workshops and

professional training.

MEDIA AND SOCIETY

Tractebel Energia’'s Communication Policies and Guidelines are the basis of its
relationship with the media. The Company’s spokesperson is the CEO, who may
partially delegate this duty to other officers and managers. In compliance with
these policies and guidelines, both in the implementation and operation of a plant
and whenever required, requested or on its own initiative, the Company widely
announces and holds consultations and public hearings for the presentation

and discussion of the social, economic and environmental aspects. It also develops
campaigns and environmental education, social communication and disclosure of
subjects that are interesting to neighboring communities.

Tractebel Energia relates to society via its website and its media vehicles, publishing
material that is relevant to its corporate activities to general interest, such as
material acts, legal publications, educational campaigns for sustainability to which
its brand is related and also ads and marketing.
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In 2011, an adverse situation at the Salto Santiago HPP in Parana State reinforced the
posture of transparency and dialogue adopted by Tractebel Energia. On September
26, one of the Plant’s floodgates burst, requiring measures for emptying the reservoir
and the halting the Plant's operations. Tractebel Energia kept the local media, the
community and the government agencies informed throughout the process from
incident to resolution. On September 30, with the installation of a set of stop log
floodgates, the Plant resumed normal operations. The definitive floodgate should be
installed in about 12 months counted from the beginning of 2012.

CLIENTS

Tractebel Energia believes that its relationship with clients must be based on mutual
trustworthiness, in the regulated environment and in the free market. Particularly
for free customers, the flexibility and retention policy has allowed the maintenance,
renewal and expansion of the mutually advantageous business. Information of
direct interest to clients can be found on a page within Tractebel Energia’s website
specifically for these stakeholders, with updated information on contracted supply
and the power market in general, monitoring of the quality of power consumed
and monthly bills. The Company’s information security policy and procedures
ensure that this data is kept in a strictly confidential environment.

The Company has a plant visitation program specially dedicated to clients, with
which it also holds forums on subjects of common interest. In 2011, Tractebel
Energia had representatives at events promoted by clients in the food industry, in
the same way it has promoted at its headquarters a meeting with clients from
other sectors in Santa Catarina State. In both cases, the subject

was sustainability.

Periodically, a customer satisfaction survey is carried out by independent
consultants to detect opportunities for improvement and develop

new products and services. The most recent survey was done in 2010, with a
satisfaction index of 96.9%: 23.9% of clients said they were satisfied and 73.0%,
very satisfied.

SUPPLIERS

As a major Company in an essential industry, Tractebel
Energia operates as a promoter of sustainable
development, with training programs and performance
evaluation of suppliers focused on commitment and
engagement with human rights, social responsibility,
Occupational Health and Safety and the environment.

Regarding prices, terms, quality and other technical and
commercial aspects, administrative standards establish
procedures that allow the selection of those offers that best
service the Company’s interests.

In order to contribute to the sustainable development
of the regions in which it operates, local suppliers have
priority. In 2011, the Company had 89 contracts with
65 companies that use local labor from each region,
representing 41% of the total services budget of R$48.3
million of a total of R$S117.3 million, for maintenance,
environmental management, utilities, security, cleaning,
IT and infrastructure services.

The employees and their dependents
of long term outsourced services
companies (two or more years) enjoy
a permanent a benefit program that
includes healthcare and dental plans. In
2011, Tractebel Energia invested R$2.5
million in this program.

With these criteria, Tractebel Energia
creates a relationship with the suppliers
based on the same grounds as that
with its clients: trustworthiness and
long term commitments with mutually
advantageous conditions.

To ensure formal compliance with its principles, Tractebel Energia’s standard contract

provides that:

“THE CONTRACTEE must ensure laborer’s rights, including the right to free
association, collective bargaining, fair compensation and benefits, and must
combat any and all types of discrimination, nor may it use child labor, slave or
forced labor in any of its activities. THE CONTRACTEE must require that all its
subcontractors, service providers and suppliers comply with these obligations,
and must report to the responsible authorities cases that may be called

to its attention.

During the validity of this CONTRACT, the PARTIES must base their conduct on
the provisions of the Code of Ethics, Environmental Code and Tractebel Energia

Sustainable Management Policy available on the website www.tractebelenergia.com.br,
and hereby declare that they are familiar with and will comply and be held responsble
for these documents.”
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GOVERNMENT

Tractebel Energia’s relationship with the government at all levels is chiefly legal and
institutional compliance and commitments.

Another form of relationship with governmental institutions targets the sustainable
development of the communities and regions in which Tractebel Energia operates.
Thus, the Company establishes agreements with the same guidelines as in the
Tractebel Energia Social Responsibility Programs.

Tractebel Energia is also present in the debate and development of issues related to
its activities. Even though it has no formal policy regarding lobbying and/or public
policy activism, the Company maintains a dialogue with government agencies in
line with the role of a major company with a national footprint and a provider of an
essential service.

SUPPORT FOR POLITICAL PARTIES

Tractebel Energia’s support for political parties or candidates to public office

is in strict compliance with the legislation applicable to campaign donations.
Contributions are approved by Company’'s Ethics Committee and are made public
through the internet on the website of the Supreme Electoral Court (TSE).

SHAREHOLDERS

Tractebel Energia’s website has an “Investor” page, with material facts, notices to
the market, the Company's quarterly performance reports and the Sustainability
Report. The Investor Relations department holds quarterly conference calls to
present results as well as meetings with investors and investment analysts, such
as Capital Market Professionals and Investors Association (Apimec) meetings. It
also regularly participates in the conferences and seminars organized by leading
investment banks. In 2011, Tractebel Energia took part in 44 events, in Brazil

and abroad, promoted by capital market agents, meeting with 441 investors,
considering repetitions and excluding Apimec meetings.

Analyst and investor visits to Tractebel Energia’s plants are also part of the
communication and investor relations program, through the “Inside Tractebel
Energia” program. In 2011, the Company sponsored a visit to Estreito HPP, which
was attended by 59 market professionals from 52 institutions.

SOCIAL, ENVIRONMENTAL AND INDUSTRY ORGANIZATIONS

Tractebel Energia works with several governmental and non-governmental
organizations focused on issues relevant to the sector and to society. Its employees
and managers take part in forums, organizations and committees, including:

» National Electric Power Agency (Aneel)

» Brazilian Association of Electric Power Concessionaires (ABCE)

» Brazilian Association of Power Generation Companies (Abrage)

» Brazilian Association of Maintenance (Abranan)

» Brazilian Association of Independent Electric Power Producers (Apine)

» Power Cogeneration Association of Sdo Paulo (Cogen)

» Apuaé-Inhadava Hydrographic Basin

» Power Trading Board (CCEE)

» Electric Power Research Center (Cepel)

» Regional Electric Integration Commission (CIER)

» Brazilian National Committee of Power Production and Transmission
Cigré-Brasil

» Infrastructure Board (Coinfra)

» Energy Research Agency (EPE)

» Industrial Federation of Santa Catarina State (Fiesc)

» Industrial Federation and Center of Rio Grande do Sul State (Fiergs/Ciergs)

» Corporate Management Committee Foundation (Funcoge)

» Instituto Acende Brasil

»  Ministry of Development, Industry and Foreign Trade (MDIC)

» National Power System Operator (ONS)

» World Energy Council — Brazilian Committee (CBCME)

' Jorge Lacerda Complex
/} Community Garden
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FINANCIAL INSTITUTIONS

In its operations as a major public company controlled by a group with strong global
operations, Tractebel Energia relates with both public and private, national and
international financial institutions.

OTHER INDUSTRY COMPANIES

Based on its Ethics Code, Tractebel Energia follows the following guidelines
regarding its relationship with the industry companies (generation, transmission,
traders and distributors):

» It rigorously observes the rules established for the regulated market;

» In order to acquire and retain free customers, it uses a strategy based on building
long-term relationships;

» It takes part in trade associations, sharing matters of common interest with other
companies; and

» It works in a partnership with power generation projects, as in the case of the
Machadinho, Ita and Estreito HPPs and the Ibitiuva Biomass Plant.

Cultural Center in
Entre Rios do Sul

SOCIAL MANAGEMENT TARGETS

Annually, the Company sets the Tractebel Energia Sustainability Targets, proposed by the Sustainability Committee and approved
by the Executive Board. All of them directly or indirectly impact social management. The goals established in 2011, the initiatives to
achieve them and their stage on December 31 are shown on the table below.

TARGET 1: EXPAND REGIONAL INSERTION

Targets

Initiatives

Conclude the implementation of the Cultural
Center in Entre Rios do Sul, and start building the
Cultural Centers at the Jorge Lacerda Park,
Quedas do Iguagu and Alto Bela Vista

Inauguration of the Entre Rios do Sul Culture Center

MinC3® approval of the Cultural Centar in Quedas do Iguagu and in Alto Bela Vista

Contract between local association and building companies at each location

Achieve MIinC approval of the Minacu Cultural
Center and develop a project for the city of Ita

Minacu Cultural Center — agreement with association and
possible partnerships

Minacu Cultural Center — approval by MinC**

Consolidation of the project for the city of Ita

Implement self-management plan for the
Cultural Centers

Approval of the self-management plan by the Executive Board

Presentation of the self-management plan to the associations

Starting management in Entre Rios do Sul

Develop three new spring recovery/preservation
projects and social and environmental initiatives at at
least three of the Company’s new plants and proceed
with those in progress®?

Commitments of partnerships for recovery / preservation of springs (three locations)

Commitment of partnerships for social and environmental initiatives in the
PCAB® region

Commitments of partnerships for social and environmental initiative in two
other regions®

0 Approval from the Culture Ministry (MinC) as per Rouanet Law

Target achieved or exceeded [l In progress [ ]

Target not achieved | Revised target

1 MinC's approval for the Minagu Cultural Center was postponed to 2012. In 2011, the Conexdo Cidada Oscip was created, and the negotiations for defining the
location of the future Center were started, with the respective donation from them City and the formation of possible partnership in the region

% Current spring preservation projects: Salto Santiago, Machadinho and Jorge Lacerda Thermoelectric Complex regions. In December, 2011, the
Tractebel Energia Spring Conservation Program was launched, encompassing all of the Company’s plants

> PCAB: Areia Branca SHPP. In 2011, the Company received proposals for social and environmental initiatives and their analysis was postponed to 2012.
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TARGET 2: DEVELOP AT LEAST TWO ENERGY EFFICIENCY PROJECTS AND/OR TARGET 4: IMPROVE THE COMPANY’S SUSTAINABILITY INDEXES
ALTERNATE SOURCES IN THE PLANTS' REGIONS

Targets Initiatives
Targets Initiatives
Implement a system for evaluating social and Surveys and monthly reports
Develop projects that benefit relocated people and Partnership for the SAHPP*>* region environmental performance
local community ‘ ’ )
Partnership for the CBHPP>® region Create an inventory and establish targets for Methodology contraction

GHG emissions o .
Emissions inventory

% S&0 Salvador HPP. Proposals were received from the Institute for Development of Alternative Power and Self-Sustainability (IDEAAS), to be consolidated in 2012. Reduction goa{sE>8
% Cana Brava HPP. Proposals were received from the Institute for Development of Alternative Power and Self-Sustainability IDEAAS), to be consolidated in 2012.

8 Launch of the Tractebel Energia Climate Change Policy in June of 2011..

TARGET 3: HELP CHANGE ATTITUDES ABOUT SUSTAINABILITY TARGET 5: OBTAIN RECOGNITION AS A SUSTAINABLE COMPANY
Targets Initiatives Targets Initiatives
Campaign for rational use of urban Dissemination by Internal®®* Communication Maintain the Company in BM&FBovespa's ISE Obtain GRI A+

transportation systems

portfolio and the A+ GRI level for the
Campaign for the proper destination of Sipat> held at the headquarters® Sustainability Report
hazardous waste

Inclusion in the BM&F Bovespa's ISE

3 Semas®’ Start internal evaluation under the International Presentation of internal report with analysis and recommendations®®
Campaign to combat discrimination Sipat®” held at the headquarters Hydropower Association (IHA) protocol for
hydroelectric plant sustainability
3 Semas®’

. ) - . . . ) . e % The Company took part in the drafting of a document for the 6 Global Water Forum to be held in France in 2012, recommending the International Hydropower
Insertion of People with Disabilities and socially Conclusion of the works for visitors with disabilities Assoc‘at-gn (‘ﬁA) Suftambw Protocgot as a reference. ? eee
responsible practices as per NBR 16001 / ISO 26000 (15 plants with ISO and OHSAS certification) Target achieved or exceeded [l In progress -

Dissemination by Internal Communication of socially responsible practices Target not achieved | Revised target

Reach a total of 300 thousand sapling donations Surveys and monthly reports
and planted trees

% Studies were started for carpools among employees at the headquarters in Floriandpolis

% Sipat: Internal Accident Prevention Week. Semas: Environment and Sustainability Week —in 2011, Sipats were held at the headquarters and at the SL TPP and Semas
in the Machadinho, Itéa and Passo Fundo regions. The target for contributing to changing sustainability attitudes was reached and then revised in relation to
themes addressed at these events, as described in the item Environmental Management in this report

Target achieved or exceeded [l In progress [ ]
Target not achieved [ | Revised target
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HIGHLIGHTS OF SOCIAL RESPONSIBILITY MANAGEMENT IN 2011
Below are some of the main projects sponsored and developed by Tractebel Energia in 2011:
a) Tractebel Energia Cultural Development Program:

» Inaugurations of the Entre Rios do Sul Culture Center in Rio Grande do Sul State, near the Passo
Fundo HPP: opened on July 7, the Center is already under the management of a local association
and fully autonomous, run by community representatives who were trained for these functions. Its
architecture is based on the most modern sustainability techniques and meets all legal requirements
related to accessibility and safety. Made for the surrounding community, it features an amphitheater
for 150 people, digital inclusion labs, training courses, a library, museum and exhibits space.
Tractebel Energia sponsored the Center with tax credits under the Rouanet Law, with investments
of R$1.6 million.

b) Tractebel Energia Environmental Improvement Program:

» The Company sponsored the documentary Brasil Organico (Organic Brazil), which was being edited in
2011, aimed at encouraging family agricultural production initiatives for organic foods.

c) Tractebel Energia Social Inclusion Program:

» In the communities neighboring the Estreito Hydroelectric Power Plant, located between the
municipalities of Estreito, Maranhao State, Palmeiras do Tocantins and Aguiarnopolis, Tocantins
State, Tractebel Energia takes part in the Estreito Social Investment Program in a partnership with the
project’s consortium members and the BNDES, with several initiatives supporting sustainable regional
development, such as literacy education, training for public administrators, fishing cooperatives,
and improved classrooms, among others. This program is additional to the commitments related to
the project’s licensing and, in 2011, represented an investment of more than RS20 million. Tractebel
Energia is responsible for the installment related to its 40.07% share in the Consortium.

» Since 2008, the Company supports a project, developed by a scientist from Santa Catarina, José
Alano, to heat water using PET bottles and TetraPak cartons in the regions of Ita (near the border
between Santa Catarina and Rio Grande do Sul states), Jorge Lacerda (Santa Catarina State) and Salto
Santiago (Parana State) plants. The project, which has benefitted 3.5 thousand people, includes raising
awareness about recycling and the proper disposal of domestic waste, as well as training for the
installation and use of systems.

EXPENDITURES AND INVESTMENTS IN SOCIAL MANAGEMENT

See the Consolidated Social Balance Sheet in this report.
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3. Awards and
Acknowledgements

National Association of Finance, Administration and Accounting Executives (Anefac)
Transparency Award — Highlight of the Year.

Elected as one of the 150 best companies to work for — Exame & Vocé S.A
Best Company in IR in Latin America — Institutional Investor magazine.
Certificate of Excellence in Environmental Management — Editora Expressdo.

Winner in two categories of the Brasil Ambiental Award from the Rio de Janeiro U.S.
Chamber of Commerce (Amcham Rio).

] \‘ Machadinho Hydroelectric
, Power Plant
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Consolidated Social
Balance Sheet

1178 \‘ Passo Fundo Hydroelectric
, Power Plant
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2011 2010
1. Basis RS thousand RS thousand
Net revenue 4,326,951 4,100,381
Operating income 2,034,788 1,721,310
Gross payroll 117,126 109,289
2. Internal Social Indicators RS thousand % OfPS;?osﬁ ;fe%l:lf; RS thousand N OLgyr?;lsl ;fee:zr’:lj;
Food 9,512 8.12 0.22 8,164 747 0.20
Mandatory social taxes 41,296 35.26 0.95 37,643 34.44 0.92
Private pension plan 40,340 3444 0.93 33,785 30.91 0.82
Health 8,748 747 0.20 8,670 7.93 0.21
Occupational health and safety 3,206 2.74 0.07 4,301 3.94 0.10
Education 3,506 2.99 0.08 3,430 3.14 0.08
zre(jeeés;fn”:;t”a'”'”g and 1,954 167 005 1698 155 0.04
Daycare and daycare stipends 127 0.11 - 109 0.10 -
Profit sharing/bonus 31,481 26.88 073 30,001 2745 073
Other benefits 5,987 511 0.14 7116 6.51 0.17
Total Internal . 146,157 124.79 3.38 134,917 12345 3.29

% o % of o
3. External Social Indicators RS thousand Opera{ir?gf /rn?:fo'\rfé RS thousand Operatinog /Tnc::fo’\rlne;
Income Income

Education 1,431 0.07 0.03 1,632 0.09 0.04
Culture 9,216 045 0.21 7,062 041 0.17
Other 4,645 0.23 0.11 4,850 0.28 0.12
tTgtsaéccigt”yt”bu“O”S 15,292 075 035 13,544 079 033
Taxation (except social charges) 1,074,898 52.83 24.84 984,909 57.22 24.02
Total external 1,090,190 53.58 25.20 998,453 58.01 24.35

social indicators
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2011 2010
% of o % of o

4. Environmental Indicators RS thousand Operating % of Net RS thousand Operating % of Net

Income Income

Income Income

investments related o the 21621 106 050 17,505 102 043
Company's operations
Investments related to current 55757 574 129 22452 130 055
projects
Total environmental investments 77,378 3.80 1.79 39,957 2.32 0.97
5. Workforce Indicators Number Number
Number of employees at 1084 1033
the end of the year
Number of employees admitted 108 8
over the year
Number of outsourced 907 3012
employees
Number of interns 54 77
Number of employees 443 438
over 45
Number of female 139 136
employees
% of female executive officers 370% 270%

and managers

Number of African-Brazilian
employees

There is no formal statement by
employees on skin color, which makes
it impossible to answer these indicators

There is no formal statement by
employees on skin color, which

makes it impossible to answer

these indicators

% of African-Brazilian executive
officers and managers

There is no formal statement by
employees on skin color, which makes
it impossible to answer these indicators

There is no formal statement by
employees on skin color, which

makes it impossible to answer

these indicators

Number of disabled persons of
persons with special needs

9

9

2011 Targets 2012
6. Relevant Information
Related to Corporate
Citizenship
Largest compensation over
smallest compensation ratio in 19.2 Undefined
the Company
Total number of work 5 0
related accidents
(x) executive (x) executive
Social and environmental . officers and . officers and
. () executive ()all () executive ()all
projects undertaken by the officers managers + emplovees officers managers + emblovees
Company were determined by: Sustainability pioy Sustainability ploy
Committee Committee
Occupational health and (x) executive ()all (x) executive ()al
. ()al . () all
safety standards were officers and emplovees employees officers and emblovees employees
determined by: managers proy + Cipa managers proy + Cipa
Regarding freedom of
association, right to collective () has no (x) follows ILO () fosters (x) has no () follows ILO () fosters
bargaining and internal . and follows . and follows
) involvement rules involvement rules
representation of employees, ILO rules ILO rules
the Company:
. . ' () executive ) executive (x) all () executive () executive (x) all
Private pension plan includes: . officers and . officers and
officers employees officers employees
managers managers
. () executive . () executive
Profit sharing plan includes: 0 executive officers and ) all ) executive officers and ) all
officers employees officers employees
managers managers
For supplier selection, they
should follow the same () this is not ( ) this is not
ethical, social responsibility () they are (x) they are () they are (x) they are
. : a relevant : a relevant :
and environmental protection ; X suggested required - . suggested required
consideration consideration
standards adopted by
the Company:
Regarding employee () organizes () organizes
participation in volunteer work, . () has no (X) sgp_ports and provides . () has no (X.) ;gpports and provides
] involvement initiatives . . involvement initiatives . .
the Company: incentives incentives
Total added value distribution R$3.581646 Undefined

(RS thousand):
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GRI Index

ORGANIZAIONAL PROFILE
1. Strategy and Analysis

Report Cross-reference /Direct answer Part not reported Reason for omission Explanation
11 Statement frpm‘the most senior decision-maker Fully 13t0 16
of the organization.
1.2 Description of key impacts, risks, Fully 131 to 150
and opportunities.
2. Organizational Profile
Report Cross-reference /Direct answer Part not reported Reason for omission Explanation
2.1 Name of the organization. Fully Tractebel Energia S.A.
2.2 Primary brands, products, and/or services. Fully 19 to 30
Operational structure of the organization,
2.3 including main divisions, operating companies, Fully 19 to 30
subsidiaries, and joint ventures.
2.4 Location of organization's headquarters. Fully 13
Number of countries where the organization
operates, and names of countries with either Tractebel Energia’'s operations are located
2.5 . ! . Fully . .
major operations or that are specifically relevant in Brazil
to the sustainability issues covered in the report.
2.6 Nature of ownership and legal form. Fully 19 a 30
Markets served (including geographic
2.7  Dbreakdown, sectors served, and types of Fully 19 to 30, 45 to 47, 144
customers/beneficiaries).
2.8 Scale of the reporting organization. Fully 19 to 30
2.9 Signiﬁ;ant ;hanges during the reportjng period Fully 19 to 24
regarding size, structure, or ownership.
2.10 Awards received in the reporting period. Fully 153
3. Report Parameters
Report Cross-reference /Direct answer Part not reported Reason for omission Explanation
3.1 Reporting period (e.g., fiscal/calendar year) for Fully 17
information provided.
3.2 Date of most recent previous report (if any). Fully 17
3.3 Reporting cycle (annual, biennial, etc.) Fully 17
3.4 Co.ntact point for questions regarding the report Fully 185
or its contents.
3.5 Process for defining report content. Fully 17 and 18
The reported information covers the operations
Boundary of the report (e.g., countries, divisions, of Tractebel Energia and all of its subsidiaries and
3.6 subsidiaries, leased facilities, joint ventures, Fully companies in which is has stakes in consortia

suppliers). See GRI Boundary Protocol for further
guidance.

throughout Brazil. On page 14, we present a chart with
all the Company's subsidiaries that are included in the
scope of this report.
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3. Report Parameters

3.7

State any specific limitations on the scope or
boundary of the report (see completeness
principle for explanation of scope).

Fully

17

3.8

Basis for reporting on joint ventures, subsidiaries,
leased facilities, outsourced operations, and
other entities that can significantly affect
comparability from period to period and/or
between organizations.

Fully

19 to 24

3.9

Data measurement techniques and the bases

of calculations, including assumptions and
techniques underlying estimations applied to
the compilation of the Indicators and other
information in the report. Explain any decisions
not to apply, or to substantially diverge from, the
GRI'Indicator Protocols.

Fully

17

Possible changes in analysis basis and data checking are properly indicated

throughout the text.

3.10

Explanation of the effect of any re-statements
of information provided in earlier reports, and
the reasons for such re-statement (e.g.,mergers/
acquisitions, change of base years/periods,
nature of business, measurement methods).

Fully

19to 24

3.11

Significant changes from previous reporting
periods in the scope, boundary, or measurement
methods applied in the report.

Fully

There were no significant changes in the scope,
limits or measurement methods as compared to the
previous year.

3.12

Table identifying the location of the Standard
Disclosures in the report.

Fully

159 to 180

3.13

Policy and current practice with regard to
seeking external assurance for the report.

Fully

181 and 182

The outsourced verification of Tractebel Energia’s report is audited by

PricewaterhouseCoopers.

4. Governance, Commitments, and Engagement

Report

Cross-reference /Direct answer

Part not reported Reason for omission

Explanation

4.1

Governance structure of the organization,
including committees under the highest
governance body responsible for

specific tasks, such as setting strategy or
organizational oversight.

Fully

3lto 42

4.2

Indicate whether the Chair of the highest
governance body is also an executive officer.

Fully

The Chairman of the Board of Directors does not also
serve as Chief Executive Officer

4.3

For organizations that have a unitary board
structure, state the number of members of the
highest governance body that are independent
and/or non-executive members.

Fully

37

4.4

Mechanisms for shareholders and employees
to provide recommendations or direction to the
highest governance body.

Fully

The Company values the participation of minority
shareholders in the Board of Directors and
dedicates time at general meetings for them to
make recommendations and guide the body in
decision making.

In addition to minority shareholders, employees also have access to the
Board of Directors through the CEO.

4.5

Linkage between compensation for
members of the highest governance
body, senior managers, and executives
(including departure arrangements), and
the organization's performance (including
social and environmental performance).

Fully

39 and 40

4.6

Processes in place for the highest governance
body to ensure conflicts of interest are avoided.

Fully

35

4.7

Process for determining the qualifications
and expertise of the members of the
highest governance body for guiding the
organization's strategy on economic,
environmental, and social topics.

Fully

37to 42

4.8

Internally developed statements of
mission or values, codes of conduct,
and principles relevant to economic,
environmental, and social performance
and the status of their implementation.

Fully

4 and 33 to 35
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4. Governance, Commitments, and Engagement

Procedures of the highest governance body for
overseeing the organization's identification and
management of economic, environmental, and

4.9  social performance, including relevant risks and
opportunities, and adherence or compliance
with internationally agreed standards, codes of
conduct, and principles.

Fully 31to 42

Processes for evaluating the highest
440 Jovernance body's own performance,

There is no formal self-performance evaluation
process relative to the economic, environmental
or social dimensions for the board of Directors.

particularly with respect to economic, Fully However, because it considers this a good
environmental, and social performance. practice the adoption of a model that includes
self-evaluation is under analysis.
Explanation of whether and how the
4.11  precautionary approach or principle is addressed Fully 61
by the organization.
Externally developed economic, environmental,
4.12 and SQC|al charters,l prmoptes, orlother initiatives Fully 131 and 132
to which the organization subscribes or
endorses.
Memberships in associations (such as industry
associations) and/or national/international
advocacy organizations in which the
B . .
4.13 organw;a}on. . .Has positions in governance . Fully 131 and 132
bodies; * Participates in projects or committees;
* Provides substantive funding beyond routine
membership dues; or * Views membership as
strategic.
4.14 List ofl sta.kehotder groups engaged by the Fully 17 18 131 and 132
organization.
In 2008, Tractebel Energia held a multidisciplinary workshop
with the participation of several Company divisions to
identify stakeholders that impact or are impacted by its
business and evaluated the degree of this impact. The
points attributed to each stakeholders by the representatives
of Tractebel Energia’s divisions varied on a scale of O to 3 on
4.15 Basis for identification and selection of Fully the “impacts” and “is impacted” axes. To prioritize the topics

stakeholders with whom to engage.

of interest of its key stakeholders, Tractebel Energia carried
out a survey with those who obtained a score of at least two
on either one of the axes. Thus the key demands of these
stakeholders with regards to the Company's management
and relationships are presented in specific sections in this
chapter (stakeholders 1 to 7) is throughout the Report
(stakeholders 8 to 10). See page 100.

Approaches to stakeholder engagement,
4.16 including frequency of engagement by type and
by stakeholder group.

As part of the process to elaborate the Sustainability
Report, each year the Company carries out stakeholder
engagement and consultation for all stakeholders with a
simultaneous online survey.

Fully

Key topics and concerns that have been raised
4.17 through stakeholder engagement, and how the

organization has responded to those key topics Fully 18
and concerns, including through its reporting.
5. Economic Performance
. . . To be
Report Cross-reference /Direct answer Part not reported Reason for omission Explanation reported in
Disclosure on Management Approach EC Fully 63to 88
Aspect  Economic performance Fully /2 to 88
Direct economic value generated and
distributed, including revenues, operating
EC1 costs, employee compensation, donations Partially 10

and other community investments, retained
earnings, and payments to capital providers
and governments.
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5. Economic Performance

Financial implications and other risks and

EC2  opportunities for the organization's activities Fully 111 See "Distribution of Added Value” graphic
due to climate change.
EC3 Coverage of the orgamzatlon s defined Fully 134
benefit plan obligations.
The Ponte de Pedra HPP is partially income
Significant financial assistance received tax exempt for a period of 10 years starting in
EC4 frgm overnment Fully 2006 because itis in a development incentive
9 ) area designated by the Amazon Development
Superintendent (Sudam).
Aspect  Market presence Fully 46 and 47
Range of ratios of standard entry level The indicator is presented Confidential
EC5  wage compared to local minimum wage at Partially 134 as an average, instead of by . .
O . . . . information
significant locations of operation. operating unit
Policy, practices, and proportion of spending
EC6 on locally-based suppliers at significant Fully 142
locations of operation.
Procedures for local hiring and Does not include
EC7 proportion of senior management .h|red Partially 139 breakdown of locally Not material The Company does not disclose the breakdqwn by function
from the local community at significant : of the locally recruited employees.
. . recruited managers
locations of operation.
Aspect  Indirect economic impacts Fully 139 to 141
Development and impact of infrastructure
investments and services provided primarily for
ee public benefit through commercial, in-kind, or Fully 12210126, 139 and 140
pro bono engagement.
Understanding and describing significant
EC9 indirect economic impacts, including the Fully 139 and 140
extent of impacts.
6. Environmental
Report Cross-reference /Direct answer Part not reported  Reason for omission Explanation To b_e
reported in
Disclosure on Management Approach EN Fully 95 to 127
AspecT Materials ., Fully 118 and 119
EN1__,  Materials used by weight or volume. Fully 118 and 119
EN2 Percentage‘of materials used that are recycled Fully 18
input materials.
Amount of saved ener In 2010 the Company started a survey on its atmospheric emissions,
AspecT Energy Partially 111 due to conservation ar?g Not available which vviltlinclude ndirect power Consumption and the e\(otution 2013
o . and reduction of consumption due to improved conservation and
efficiency improvements. L
efficiency
EN3 D\lrect energy consumption by Fully 11
primary energy source.
. . The Company's main consumption at plants is power from the very
EN4 m{ﬁ:}ift SQS:E(Z consumption by Not Not applicable facilities, that being, it has no indirect power consumption (from
P Y ) external sources
In 2010 the Company started a survey on its atmospheric emissions,
EN5 Energy sa\{ed due to conservation and Not Not available which vv|ltl|nclude indirect power consumphon and the eyotqun 2013
efficiency improvements. and reduction of consumption due to improved conservation and
efficiency
Initiatives to provide energy-efficient or
EN6 renewable energy based products and services, Not Not aoplicable
and reductions in energy requirements as a PP
result of these initiatives.
EN7 Initiatives to reduce mdwept energy Fully 11
consumption and reductions achieved.
AspPEcT Water g, Fully 112 and 113
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6. Environmental

EN8__,  Total water withdrawal by source. Fully 112 and 113
EN9 Water sources significantly affected by Not Not aoplicable The Company's withdrawal of water in these cases does not fit the
withdrawal of water. PP criteria of significant withdrawals
Since The installation in 2011 of a closed-
circuit bottom ash carrying extraction system
Percentage and total volume of water recycled at the Jorge Lacerda planﬁed allowed for an
EN10 and reused Fully estimated average reduction of 50% of total
) water consumption and approximately 95%
in industrial water consumption at the Plant
due to reuse of water.
Number of species
on IUCN's Red List The Company surveyed all the species of the areas surrounding its
AspecT Biodiversity COMM Partially 120 and 121 and in national habitat Non-material  reservoirs, but there is not a consolidated number of how many of 2013
conservation lists in areas these species are part of the national conservation lists.
affected by operations.
Location and size of land owned, leased,
managed in, or adjacent to, protected
S areas and areas of high biodiversity value Fully 961098
outside protected areas.
Description of significant impacts of activities,
products, and services on biodiversity in
EN12,., protected areas and areas of high biodiversity Fully 120and 121
value outside protected areas.
EN13 Habitats protected or restored. Fully 96 to 98, 120 and 124
EN14 Strategies, current actions, and future plans for Full 96 to 98, 120 and 124
oM  managing impacts on biodiversity. Y '
. : Number of species on
E;tggg( sgégecr\élaﬁgg héitsspjeecﬁées,svjﬁﬁ IUCN's Red List and in The Company surveyed all the species of the areas surrounding its
EN15 habitats in areas affected bp operations Not national habitat Non-material reservoirs, but there is not a consolidated number of how many of
o . Y op ' conservation lists in areas these species are part of the national conservation lists.
by level of extinction risk. affected by operations
Measurements do not cover the business’ indirect emissions,
Aseect  Emissions, effluents and wasteCOMM Partially 107 to 110, 113 and 114 to 119 Other relevant greenhouse Not available but the Company plans to monitor them in the mid-term 2013
gases emissions and started monitoring and surveying for its greenhouse gas
emissions inventory
Total direct and indirect greenhouse gas
EN16_,,, emissions by weight. Fully 107 to 111
Measurements do not cover the business’ indirect emissions,
Other relevant indirect greenhouse gas . but the Company plans to monitor them in the mid-term
s emissions by weight. Not Notavallable and started monitoring and surveying for its greenhouse gas 2013
emissions inventory
Initiatives to reduce greenhouse gas
EN18,,,, emissions and reductions achieved. Fully 1070 111
EN19 Emissions of ozone-depleting Full 109 and 110
substances by weight. Y
NOx, SOx, and other significant air emissions
EN20_,,, by type and weight. Fully 109 and 110
Total water discharge by quality
EN21com and destination. Fully 13
Total weight of waste by type and
EN22_,, disposal method. Fully 114 to 117
EN23 Total number and volume of significant spills. Fully In 2011, no significant spills were registered.
Weight of transported, imported, exported, or
treated waste deemed hazardous under the
EN24 terms of the Basel Convention Annex |, Il, IIl, Fully 115
and VIII, and percentage of transported waste
shipped internationally.
Identity, size, protected status, and biodiversity
EN25 value of water bodies and related habitats Fully 96 to 98 The Company's discharges in these cases do not fit

significantly affected by the reporting
organization's discharges of water and runoff.

the GRI's criteria.
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6. Environmental

AsPECT Products and services

Not

Not applicable Does not apply to the Company's products and services.

Initiatives to mitigate environmental
EN26 impacts of products and services, and
extent of impact mitigation.

Not

Not applicable Does not apply to the Company's products and services.

Percentage of products sold and their
EN27 packaging materials that are reclaimed
by category.

Not

Not applicable Does not apply to the Company's products and services.

AspEcT Compliance

Fully

95

Monetary value of significant fines and total

number of non-monetary sanctions for non-
EN28 . . .

compliance with environmental laws and

regulations.

Fully

The Company did not incur significant fines
for noncompliance with environmental
regulations in 2011.

AspEcT Transport

Fully

119

Significant environmental impacts of
transporting products and other goods

EN29 and materials used for the organization's
operations, and transporting members
of the workforce.

Fully

119 and 147

The Company has procedures to monitor the levels of black smoke
from diesel-fueled vehicles used by the suppliers to notify them in
the event of noncompliance with the legal/regulatory standards.

In addition, to avoid oil, fuel and chemical spills, Tractebel Energia
has preventive and containment operating procedures in place, in
addition to Emergency Assistance Plans (PAE).

AsPECT Overall

Fully

127

Total environmental protection expenditures
EN30 .
and investments by type.

Fully

127

7. Social: Labor Practices and Decent Work

Report

Cross-reference /Direct answer

Part not reported

To be

R n for omission .
eason for omissio reported in

Explanation

Disclosure on Management Approach LA

Fully

127 to 130

AspecT Employment

Fully

133 to 139

Total workforce by employment type,
LA1 .
coMm employment contract, and region.

Fully

137 and 138

Total number and rate of employee turnover by
LA2 .
com age group, gender, and region.

137 and 138

The turnover breakdown by
age, gender and region is
not included.

Not available 2013

Benefits provided to full-time employees that
LA3 are not provided to temporary or part-time
employees, by major operations.

Fully

134

All Tractebel Energia employees work full time.

AspecT Labor/management relations

Fully

134

LA4 Percentage of employees covered by collective
CoM bargaining agreements.

Fully

134

Minimum notice period(s) regarding
significant operational changes,
including whether it is specified in
collective agreements.

LAS

Fully

134

The Company gives prior notice to its employees
on a case by case basis, although there is not an
established minimum period.

AspecT Occupational health and safety

Fully

127 to 130

Percentage of total workforce represented
in formal joint management-worker health

LA6 and safety committees that help monitor
and advise on occupational health and
safety programs.

Fully

127 and 128

These committees represent more than 75% of employees.

Rates of injury, occupational diseases, lost days,
LA7 .,  andabsenteeism, and number of work-related
fatalities by region.

Fully

130

Education, training, counseling,
prevention, and risk-control programs

LA8 in place to assist workforce members,
their families, or community members
regarding serious diseases.

Fully

128
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7. Social: Labor Practices and Decent Work

Health and safety topics covered in formal

The collective bargaining agreements
between Tractebel Energia and unions cover

LA9 : : Fully issues like health and safety, use of protective
agreements with trade unions. . L . )
equipment, training and education for first
aid and fire brigades and for CIPAs.
AspecT Training and education Fully 135 and 136
LA10 Average hours of training per year per Fully 135
employee by employee category.
Programs for skills management and
LA11 Ufelo.ng learning that.svupport the Fully 135 and 136
continued employability of employees and
assist them in managing career endings.
LA12 Percentage of employees receiving regula_r Fully 136
performance and career development reviews.
AspecT Diversity and equal opportunity Fully 137 to0 139
Composition of governance bodies and
LA13 s(r:ecaolﬂ?r\]/vntocﬁ zrrpdpé?yaeeg preorucategory 138 No breakdown Non-material There is no formal statement from the employees on their race,
minority grou% mem'begrshgi;p agd other by race. which makes this data impossible to be reported
indicators of diversity.
LA14 Ratio of basic salary of men to women by Not Not aoplicable Tractebel Energia holds no distinction between the basic salary of
employee category. PP men and women in no functional category
8. Social: Human Rights
. L . To be
Report Cross-reference /Direct answer Part not reported Reason for omission Explanation reported in
Disclosure on Management Approach HR Fully 127 to 149
AspPEcT Investment and procurement practices Fully 142
Percentage and total number of significant
investment agreements that include human
R rights clauses or that have undergone human Fully 142
rights screening.
Percentage of significant suppliers and All of the Company's standard contracts have Percigagearﬁgg?gatiaviteerg In loco evaluations are based on a random sample of the
HR2 contractors that have undergone screening on Partially human rights clauses prohibiting child labor evaluatedpon their human Not available Company's contracts in order to verify the fulfillment of 2013
human rights and actions taken. and any type of forced or slave labor. rights practices assumed commitments
Total hours of employee training on policies
and procedures concerning aspects of human
s rights that are relevant to operations, including Fully 135
the percentage of employees trained.
AspecT Non-discrimination Fully
Total number of incidents of discrimination and No cases of discrimination were registered
HR4 : Fully . : .
actions taken. during the period covered by this report.
Freedom of association and collective
AspEcTO o Fully
bargaining
Operations identified in which the right to
exercise freedom of association and collective . . o
HRS_,,, bargaining may be at significant risk, and Fully Such operations were not identified.
actions taken to support these rights.
AspecT Child labor Fully
Operations identified as having significant risk
HR6 for incidents of child labor, and measures taken Fully Such operations were not identified.
to contribute to the elimination of child labor.
AspecT Forced and compulsory labor Fully
Operations identified as having significant risk
HR7 for incidents of forced or compulsory labor, Fully Such operations were not identified.

and measures to contribute to the elimination
of forced or compulsory labor.
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8. Social: Human Rights

AspecT Security practices Fully 135
Percentage of security personnel trained in
HRS the orgamzahon s policies or pchedures Fully 135
concerning aspects of human rights that are
relevant to operations.
AspecT Indigenous rights Fully
Total number of incidents of violations
HR9S involving rights of indigenous people and Fully Such operations were not identified.
actions taken.
9. Social: Society
Report Cross-reference /Direct answer Part not reported Reason for omission Explanation To Ige
reported in
Disclosure on Management Approach SO Fully 139 and 140
AspecT Community Fully 139 and 140
Nature, scope, and effectiveness of any
programs and practices that assess and
so1_,., manage the impacts of operations on Fully 139 and 140
communities, including entering, operating,
and exiting.
AspecT Corruption Fully 135
The business units have purchasing process
so2 Percentage and total number of business units Full control systems that also help to reduce
analyzed for risks related to corruption. Y the risk of corruption. However, they do not
evaluate risks related to corruption.
Percentage of employees trained in
SO3 organization's anti-corruption policies Fully 135
and procedures.
SO4 ACF'OHS takenin response to Fully No events of this type were registered.
incidents of corruption.
AspecT Public policy Fully 143
Public policy positions and participation in
s08 public policy development and lobbying. Fully 143
Total value of financial and in-kind
SO6 contributions to political parties, politicians, Fully 2011 was not arl electpral year so Tractebel
S Energia don't make any donations
and related institutions by country.
AspecT Anti-competitive behavior Fully
Total number of legal actions for anti-
SO7 competitive behavior, anti-trust, and monopoly Fully No events of this type were registered.
practices and their outcomes.
AspecT Compliance Fully
Monetary value of significant fines and total
SO8 number of non-monetary sanctions for non- Fully No events of this type were registered.

compliance with laws and regulations.

173 <« Tractebel Energia . Sustainability Report . 2011

Tractebel Energia . Sustainability Report . 2011 »

174



10. Social: Product Responsibility

To be

Report Cross-reference /Direct answer Part not reported Reason for omission Explanation .
reported in

Disclosure on Management Approach PR Fully 141

The products and services offered by the Company do not

AspecT Customer health and safety Not Not applicable directly impact customer health and safety.

Life cycle stages in which health and safety
impacts of products and services are assessed
PR1_,, for improvement, and percentage of significant Not Not applicable
products and services categories subject to
such procedures.

The products and services offered by the Company do not
directly impact customer health and safety.

Total number of incidents of non-compliance
with regulations and voluntary codes
PR2 concerning health and safety impacts of Not Not applicable
products and services during their life cycle, by
type of outcomes.

The products and services offered by the Company do not
directly impact customer health and safety.

AspecT Product and service labelling Fully 141

Type of product and service information
required by procedures, and percentage of

PR3 S . .
significant products and services subject to
such information requirements.

Total number of incidents of non-compliance
with regulations and voluntary codes
concerning product and service information
and labeling, by type of outcomes.

Practices related to customer satisfaction,
PR5 including results of surveys measuring Fully 141
customer satisfaction.

The products and services offered by the Company are not

Not Not applicable subject to labeling requirements.

The products and services offered by the Company are not

e subject to labeling requirements.

Not Not applicable

Programs for adherence to laws, standards,
and voluntary codes related to marketing
communications, including advertising,
promotion, and sponsorship.

The products and services offered by the Company are not

AspPEcCT subject to labeling requirements.

Not Not applicable

The Company did not adhere to the programs in question

PR6 Marketing communications Not Not applicable during the period covered by the Report

Total number of incidents of non-compliance
with regulations and voluntary codes
PR7 concerning marketing communications, Not Not applicable
including advertising, promotion, and
sponsorship by type of outcomes.

The Company did not adhere to the programs in question
during the period covered by the Report.

AspPEcT Customer privacy Fully

Total number of substantiated complaints
PR8 regarding breaches of customer privacy and Fully
losses of customer data.

No complaints of this type were
registered.

AspPEcT Compliance Fully

Monetary value of significant fines

for non-compliance with laws and
regulations concerning the provision and
use of products and services.

Power supply is regulated and overseen by the
y  National Electric Power Agency (Aneel). In 2011, the
Company was not penalized in any way.

PR9 Ful

11. Electric Utilities Sector Supplement

To be

Organizaional Profile Report Cross-reference /Direct answer Part not reported  Reason for omission Explanation reported in

Installed capacity, broken down by primary
energy source and by regulatory regime.

Net energy output broken down by primary
energy source and by regulatory regime.

Number of residential, industrial, institutional
and commercial customer accounts.

EU1 Fully 19 to 24

EU2 Fully 70

EU3 Fully 46

Tractebel Energia’s operations are restricted to power
Not Not applicable generation and do not involve the transmission and
distribution of energy

Length of above and underground transmission

s and distribution lines by regulatory regime
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11. Electric Utilities Sector Supplement

Allocation of CO,e emissions

EUS allowances or equivalent, broken down Fully 109 to 111
by carbon trading framework.
Economic Performance Report Cross-reference /Direct answer Part not reported  Reason for omission Explanation repori-:?dtzﬁ
Management approach to ensure
EU6 short and long-term electricity Fully 16, 17 and 67 to 69
availability and reliability
Demand-side management programs
EU7 including residential, commercial, Fully 46 and 47
institutional and industrial programs
Research and development activity
EUS angl expendﬁgre aimed at prowdmg Fully 54 to 57
reliable electricity and promoting
sustainable development
EU9 PrOV|S|ohs for decommissioning of nuclear Not Not applicable Tractebel Energia does not operate nuclear power plants
power sites
Planned capacity against projected
electricity demand over the long term, Confidential Because it is strategic, Tractebel Energia does
EU10 Not . . . o ,
broken down by energy source and information not disclose this information.
regulatory regime.
Average generation efficiency of
EU11 thermal plants by energy source Fully 70
and regulatory regime.
Transmission and distribution (0sses as a Tractebel Energia’s operations are restricted to power
EU12 Not Not applicable generation and do not involve the transmission and
percentage of total energy. Lo
distribution of energy
Environmental Report Cross-reference /Direct answer Part not reported Reason for omission Explanation repor;lc—eodt?ﬁ
Biodiversity of offset habitats compared to
FULs the biodiversity of the affected areas Fully 961098, 120 and 121
Social Report Cross-reference /Direct answer Part not reported Reason for omission Explanation repor;lc-eodbiﬁ
Processes and processes to ensure the
EUL4 vailability of a skilled workforce Fully 19410136
Percentage of employees eligible to retire in . . :
EU15 the next 5 and 10 years broken down by job Partially 137 Is not separated by category .Comﬁden.Ual The Company does not disclose the bre.akdovvn by catggory.ahd
: and region. information region due to confidentiality
category and by region
Policies and requirements regarding health
EU16 and safety of employees and employees of Fully 12710 130
contractors and subcontractors
Days worked by contractor and subcontractor Does not display the days . . . . . )
) . . . : worked per employee, but ' Construction, operation and maintenance services that involve risk
EU17 employees involved in construction, operation Partially 130 P Not available o 2013
. S outsourced ones in "risk exposition are mostly done by outsourced employees.
and maintenance activities. .
exposure hours”.
Percentage of contractor and subcontractor All employees and outsourced employees and training on health
EU18 employees that have undergone relevant Fully 127 and 128 and safety, in accordance with BS OHSAS 18001 standard
health and safety training. - Work Health and Safety Management System.
Stakeholder participation in the decision
EU19 making process related to energy planning and Fully 132
infrastructure development.
EU20 App(oach to managing the impacts Fully 146 10 149
of displacement
The Company identifies possible emergency
Contingency planning measures, disaster/ situations and develops Environmental Emergency
EU21 emergency management plan and training Fully Plans that provide for necessary intervention at
programs, and recovery/restoration plans. the opportune moment to impede or minimize
environmental impacts.
Number of people physically or economically In 2011, the Company did not sponsor any
EU22 displaced and compensation, broken down by Fully resettlements as there were no projects

type of project.

under construction.
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11. Electric Utilities Sector Supplement

Programs, including those in partnership with

Tractebel Energia’s performance is restricted to power generation,

EU23 government, to improve or maintain access to Not Not applicable e TR
electricity and custorner support services. and does not relate to power transmission and distribution
Practices to address language, cultural,

EU24 low l\tgracy and d|sab|l|§y related .blamers to Not Not applicable Tractebel Energia’s performance is restncted.to. power generation,
accessing and safely using electricity and and does not relate to power transmission and distribution
customer support services
Number of injuries and fatalities to the public

EU25 !nvotvmg company assets, mcludmg legal Fully 129
judgments, settlements and pending legal
cases of diseases.

Percentage of pobulation unserved in licensed Tractebel Energia’s operations are restricted to power generation

EU26 ercen’ag Pop! Not Not applicable and do not involve the transmission and distribution of energy.
distribution or service areas. L . k

Therefore, it is not responsible for customer service
Number of residential disconnections for Tractebel Energia’s operations are restricted to power generation

EU27 non-payment, broken down by duration of Not Not applicable and do not involve the transmission and distribution of energy.

disconnection and by regulatory regime. Therefore, it is not responsible for customer service

. Tractebel Energia's performance is restricted to power generation,

sues Power outage frequency. Not Not applicable and does not relate to power transmission and distribution
. : Tractebel Energia's performance is restricted to power generation,

sues Average power outage duration. Not Not applicable and does not relate to power transmission and distribution

EU30 Average plant availability factor by energy Fully 70

source and by regulatory regime.
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Independent Auditor's Report

INDEPENDENT AUDITOR’S LIMITED ASSURANCE REPORT ON THE
SUSTAINABILITY REPORT FOR 2011

To the Board of Directors
Tractebel Energia S.A.

INTRODUCTION

We have been engaged to perform a limited assurance engagement on the accompanying Sustainability
Report for 2011 of Tractebel Energia S.A. for the year ended December 31, 2011.

MANAGEMENT'S RESPONSIBILITY FOR THE SUSTAINABILITY REPORT FOR 2011

The management of Tractebel Energia S.A. is responsible for the preparation and presentation of the
Sustainability Report for 2011, in accordance with the criteria and guidelines for sustainability reports
of the Global Reporting Initiative (GRI-G3). This responsibility includes designing, implementing and
maintaining internal control relevant to the proper preparation and presentation of the Sustainability
Report for 2011.

RESPONSIBILITY OF THE INDEPENDENT AUDITOR

Our responsibility is to express a conclusion on the information disclosed in the Sustainability
Report for 2011 of Tractebel Energia S.A. for the year ended December 31, 2011, based on the
work performed.

PROCEDURES APPLIED

We conducted our work in accordance with the Brazilian Accounting Standard NBC TO 3000,
‘Assurance Engagements Other than Audit and Review”, issued by the Federal Accounting
Council (CFC). This standard requires that we comply with ethical requirements and plan and
perform the assurance engagement to obtain limited assurance whether any matters come

to our attention that cause us to believe that the Sustainability Report for 2011 of Tractebel
Energia S.A. does not comply with the criteria and guidelines for sustainability reports of the Global
Reporting Initiative (GRI-G3), in all material respects.

The procedures selected depend on the independent auditor's judgment, including the
assessment of the risks of material noncompliance of the Sustainability Report for 2011 with

the criteria and guidelines for sustainability reports of the Global Reporting Initiative (GRI-G3).
Within the scope of our work, the procedures conducted included the following, among others:
(i) planning the work, taking into consideration the relevance and the volume of information
presented in the Sustainability Report for 2011; (ii) obtaining an understanding of the internal
controls; (iii) examining, on a test basis, evidence that supports the quantitative and qualitative

data of the Sustainability Report for 2011; (iv) understanding the procedures and calculation
methodology for consolidation of the indicators; (v) comparing, on a sampling basis, the
indicators disclosed in the Sustainability Report for 2011 with the qualitative and quantitative
information; and (vi) interviewing the members of management responsible for the information
during visits to the entity’s administrative unit.

In a limited assurance engagement the evidence-gathering procedures are more limited than
in a reasonable assurance engagement and, therefore, less assurance is obtained than in a
reasonable assurance engagement. Therefore, we cannot express and we have not expressed
an opinion providing reasonable assurance on the Sustainability Report for 2011 that was the
subject of our work.

SCOPE AND LIMITATIONS

The objective of our work was to evaluate whether the data included in the Sustainability Report for
2011 of Tractebel Energia S.A., with respect to obtaining qualitative information and measuring and
calculating quantitative information, are presented in accordance with the criteria and guidelines
for sustainability reports of the Global Reporting Initiative (GRI-G3). Opinions, historical information,
descriptive information and information resulting from subjective evaluations and evaluation of
legal compliance of the information included in the Sustainability Report for 2011 were not included
in the scope of the work performed. Also, information related to certain indicators that present
technical measures can show variations, since precision depends on the nature of the indicator and
the method used for reference.

The financial statements of Tractebel Energia S.A. for the year ended December 31, 2011, were
audited by other independent auditors, who issued their unqualified audit opinion on February 7,
2012. The social and environmental performance indicators based on accounting information

and presented in the Sustainability Report for 2011 of Tractebel Energia S.A. were extracted from
these financial statements, which were not subject to assurance procedures for the purposes of
this review.

CONCLUSION
Based on our limited assurance engagement, nothing has come to our attention that causes
us to believe that the Sustainability Report for 2011 of Tractebel Energia S.A. for the year ended

December 31, 2011 does not comply, in all material respects, with the criteria used as described
above (Scope and limitations).

Florianopolis, April 27, 2012

PricewaterhouseCoopers Emerson Lima de Macedo
Auditores Independentes Contador
CRC 2SP000160/0O-5 "F" SC CRC BA022047/0-1"S" SC
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GRI Report

STATEMENT GRI APPLICATION LEVEL CHECK

GRI hereby states that Tractebel Energia S.A. has presented its report "2011 Sustainability Report”
to GRI's Report Services which have concluded that the report fulfills the requirement of
Application Level A+.

GRI Application Levels communicate the extent to which the content of the G3 Guidelines has
been used in the submitted sustainability reporting. The Check confirms that the required set
and number of disclosures for that Application Level have been addressed in the reporting and
that the GRI Content Index demonstrates a valid representation of the required disclosures, as
described in the GRI G3 Guidelines.

Application Levels do not provide an opinion on the sustainability performance of the reporter
nor the quality of the information in the report.

Amsterdam, 23 April 2012.

» Global )
Reporting T
Initiative™  [GRI CHECKED

The "+" has been added to this Application Level because Tractebel Energia S.A. has submitted this report for

external assurance. GRI accepts the reporter's own criteria for choosing the relevant assur- ance provider.
Nelmara Arbex

Deputy Chief Executive

) o The Global Reporting Initiative (GRI) is a network-based organization that has pioneered the development of the
Global Reporting Initiative

world’s most widely used sustainability reporting framework and is committed to its continuous improvement
and application worldwide. The GRI Guidelines set out the principles and indicators that organizations can use
to measure and report their economic, environmental, and social performance. www.globalreporting.org.

Disclaimer: Where the relevant sustainability reporting includes external links, including to audio

visual material, this statement only con- cerns material submitted to GRI at the time of the Check on
23 May 2011. GRI explicitly excludes the statement being applied to any later changes to such material.

183 <« Tractebel Energia . Sustainability Report . 2011 Tractebel Energia . Sustainability Report . 2011 » 184




Corporate Information

CORPORATE ADDRESS

Rua Paschoal Apostolo Pitsica, 5064

CEP 88025-225 - Florianopolis — SC - Brazil

Phone: +55 (48) 3221-7000
Fax: +55 (48) 3221-7001

INVESTOR RELATIONS

Eduardo Antonio Gori Sattamini

Chief Financial and Investor Relations Officer

sattamini@tractebelenergia.com.br

Antonio Previtali Jr.
Investor Relations Manager
previtali@tractebelenergia.com.br

Rafael J. Caron Bdsio
Investor Relations Specialist
rbosio@tractebelenergia.com.br

Ana Sayuri H. Sylvestre Machado
Investor Relations Analyst
ana.sylvestre@tractebelenergia.com.br

Mario Corréa de Sa e Benevides
Sustainability Consultant
mariocsb@tractebelenergia.com.br

Mariana Nicoletti Puricelli
Investor Relations Analyst
mariananp@tractebelenergia.com.br

Phone: +55 (48) 3221-7221
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MEDIA AND COMMUNITY RELATIONS
Luciano Flavio Andriani

Administrative Officer
luciano@tractebelenergia.com.br

COMMUNICATIONS ADVISOR

Leandro Provedel Kunzler
leandropk@tractebelenergia.com.br

Eduardo Peressoni Vieira
evieira@tractebelenergia.com.br

SOCIAL RESPONSIBILITY

Luciane Rodrigues Pinheiro Pedro
luciane@tractebelenergia.com.br

Phone: +55 (48) 3221-7060

WEBSITE

www.tractebelenergia.com.br

LEGAL PUBLICATIONS

Official Gazette of the State of Santa Catarina

Newspaper

SHAREHOLDER SERVICES

Banco Itau SA.

Unified Service
Department

Phone: +55 (11) 5029-7780

DEPOSITARY BANK

In Brazil: Banco Itau S.A.

In the U.S. (American Depositary
Receipts): The Bank of

New York Mellon

FINANCIAL STATEMENTS AUDITING

Deloitte Touche Tohmatsu

SUSTAINABILITY REPORT
ASSURANCE

PwC

SUSTAINABILITY COMMITTEE

Coodinator:
Luciano Flavio Andriani

Administrative Officer
luciano@tractebelenergia.com.br

ETHICS COMMITTEE

Members:

Administrative Director (coordinator) +55 (48) 3221-7060
Legal Affairs Manager +55 (48) 3221-7042

Human Resources Manager +55 (48) 3221-7029

Internal Audit Manager +55 (48) 3221-7314
comitedeetica@tractebelenergia.com.br

ETHICS BOARD OF THE GDF SUEZ GROUP

16, rue la Ville 'Evéque
75383 Paris 08 — France
ethic@suez.com

Phone: + 331 4006-6400
Fax: + 3314006-2969
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BALANCE
SHEETS

As of December 31, 2011 (RS thousand)

ASSETS LIABILITIES AND SHAREHOLDERS EqQuiITY
Parent Company Consolidated Parent Company Consolidated
(BRGAAP) (IFRS and BRGAAP) (BRGAAP) (IFRS and BRGAAP)
Note 12.31.2011 12.31.2010 12.31.2011 12.31.2010 Note 12.31.2011 12.31.2010 12.31.2011 12.31.2010
CURRENT ASSETS CURRENT LIABILITIES
Cash and cash equivalents 4 567119 796,117 781,808 1,082,580 Suppliers 16 219,640 174,086 234,336 268,851
Trade accounts receivable 5 410,903 446,165 542,149 531,106 Dividends and interest on equity 27 220,767 189,509 221,025 189,509
Dividends from subsidiaries 7946 6,525 - - Taxes and social contribution payable 17 389,912 431,088 438,507 457937
Inventories 6 38,883 43,041 42,837 46,032 Loans and financing 18 41,364 49577 233,924 189414
Taxes recoverable 7 87416 62,633 150,792 91,818 Debentures 19 183,540 895,178 183,540 905,017
Asset available for sale 8 - 23,856 - 23,057 Concession fees payable 20 2,643 2,499 45,688 42,297
Collateral and restricted deposits 9 32,159 69,665 38,923 81,553 Labor liabilities 21 53,031 54,084 53,710 54,881
Other credits 51,746 48,410 56,197 50,587 Obligations with research and development 22 15,626 11,995 19,390 14,991
1,196,172 1,496,412 1,612,706 1,906,733 Provisions for tax, civil and labor risks 23 7640 10,720 8,615 10,866
Post-employment benefits 24 36,045 25,939 36,045 25,939
NON-CURRENT ASSETS Other obligations 46,032 40,351 84,416 100,136
1,216,240 1,885,026 1,559,196 2,259,838
Long term assets
Taxes recoverable 7 16,099 28473 162,007 219,880 NON-CURRENT LIABILITIES
Collateral and restricted deposits 9 - - 90,567 51,244 Loans and financing 18 629,681 213,417 2,923,882 2,567,145
Deferred .income tax and social 10 238935 288413 280,090 308240 Debentulres 19 307,854 765,964 307,854 782,344
contribution Concession fees payable 20 825,730 718,526 1,220,264 1,092,650
Receivables on sales of assets 1 86,886 86,886 86,886 86,886 Obligations with research and development 22 36,649 40,622 38,959 41,260
Judicial deposits 12 104,059 131,315 105,832 133,464 Provisions for tax, civil and labor risks 23 124,123 141,011 132,591 143416
Other credits 38,586 38,060 51,433 52,311 Post-employment benefits 24 300,964 409,452 300,964 409,452
484,565 573,147 776,815 872,025 Deferred income tax and social contribution 25 404,417 434,845 422,699 445,691
Other obligations 2,244 5,516 14,554 35,808
Investments 13 2,551,112 2,282,763 - - 2,631,662 2,729,353 5,361,767 5,517,766
Property, plant and equipment 14 5,048,182 5,315,270 9,885,151 9,976,009
Intangible assets 15 15,852 19,471 96,549 95,521 EQUITY
Capital stock 26 2,445,766 2,445,766 2,445,766 2,445,766
8,099,711 8,190,651 10,758,515 10,943,555 Capital reserves 26 91,695 91,695 91,695 91,695
Assets valuation adjustment 26 648,363 708,190 648,363 708,190
TOTAL 9,295,883 9,687,063 12,371,221 12,850,288 Profit reserves 26 2,262,157 1,827.033 2,262,157 1,827,033
5,447,981 5,072,684 5,447,981 5,072,684
Non-controlling interests 26 - - 2,277 -
5,447,981 5,072,684 5,450,258 5,072,684
TOTAL 9,295,883 9,687,063 12,371,221 12,850,288
The notes are an integral part of the financial statements. The notes are an integral part of the financial statements.
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STATEMENTS

OF INCOME

For the year ended on December 31, 2011 (RS thousands, except when indicated otherwise)

Parent Company Consolidated
(BRGAAP) (IFRS and BRGAAP)
Note 12.31.2011 12.31.2010 12.31.2011 12.31.2010
NET REVENUE FROM SALES 38 3,540,143 3,141,168 4,326,951 4,100,381
COST OF ENERGY SALES
Electrical energy purchased for resale (385,878) (196,491) (471,932) (674,175)
Transactions within CCEE (20,543) (660) (22,022) (5952)
Charges for the use of and connection (244.460) (217860) (287161) (269,087)
to the power grid
Cost of electricity production 28 (861,795) (709,844) (1,056,861) (921,145)
Cost of services provided 28 (22,647) (17713) (22,647) (17713)
(1,535,323) (1,142,568) (1,860,623) (1,888,072)
GROSS INCOME 2,004,820 1,998,600 2,466,328 2,212,309
OPERATING REVENUES (EXPENSES)
Selling expenses 28 (13,330) (13,390) (16,826) (14.363)
General and administrative expenses 28 (145,498) (141,723) (157060) (159,935)
Reversal of operating provisions, net 29 104,078 80,674 97,035 66,519
Gains in lawsuits 31 8,812 45,803 8812 45,803
Other operating revenues (expenses), net 7049 1,063 10,309 (181)
(38,889) (27,573) (57,730) (62,157)
Operating income 1,965,931 1,971,027 2,408,598 2,150,152
Equity in the earnings of subsidiaries
Equity in subsidiaries 13 186,690 (22,483) - -
Goodwill amortization/concession rights 13 (1.843) (2.411) - -
184,847 (24,894) - -
Financial results
Financial income 30 103,919 101,149 133,672 130,627
Financial expenses 30 (324,767) (337775) (507482) (559,469)
(220,848) (236,626) (373,810) (428,842)
INCOME BEFORE TAXES 1,929,930 1,709,507 2,034,788 1,721,310
Income Tax 32 (349,445) (364,640) (425,472) (370,804)
Social Contribution 32 (132,849) (133,218) (161,210 (138,857)
NET INCOME FOR THE YEAR 1,447,636 1,211,649 1,448,106 1,211,649
NET INCOME ATTRIBUTABLE TO:
Tractebel Energia’'s Shareholders 1,447,636 1,211,649 1,447,636 1,211,649
Non-controlling interests - - 470 -
gé;lgH/-X\lg ?I:i;UTED EARNING 2.22 1.85 2.22 1.85

The Company does not have comprehensive income and therefore does not present a comprehensive income statement.

The notes are an integral part of the financial statements.
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STATEMENTS OF CHANGES
IN SHAREHOLDERS' EQUITY

For the year ended on December 31, 2011 (in thousands of Reais, except when indicated otherwise)

Profit reserves

Assets Tax Retained Additional
Capital Capital valuation Legal incentives earnings proposed
Note stock reserves adjustments reserve reserve reserve dividends

Retained Shareholder’
earnings Equity

Non-
controlling
interests

Consolidated
shareholders’

equity

BALANCE AS

24457 1 7 1,974
OF 12.31.2009 445,766 91,695 65,069 3619

702,631 81,913

- 4,449,048

4,449,048

Dividends paid - - - - - - (81,913

- (81,913)

(81,913)

Adjustment to fair
value of property, 26 - - (56,879) - - - -
plant and equipment

56,879 -

Net income for
the year

1,211,649 1,211,649

1,211,649

Allocations proposed
to the AGM

- Legal reserve 26 - - - 60582 - - -

(60,582) -

- Dividends and
interest on equity paid

(506,100) (506,100)

(506,100)

- Additional

proposed dividends 27 - - - - - - 158,270

(158,270) -

- Retained earnings

26 - - - - - 543,576
reserve

(543,576) -

- Tax incentive reserve
of incorporated - - - - 16,827 (16,827)
subsidiary

BALANCE AS

OF 12.31.2010 2445766 91,695 708,190 422,556 16,827 1,229,380 158,270

5,072,684

5,072,684

Transaction with
non-controlling - - - - - _
shareholder

(2,065) (2,065)

2,065

Dividends paid - - - - (158,270)

(158,270)

(158,270)

Adjustment to fair
value of property, 26 - - (59,827) - - - -
plant and equipment

59,827 -

Net income for
the year

1447636 1,447,636

470

1,448,106

Allocations proposed
to the AGM

- Legal reserve 26 - - - 66,597 - - -

(66,597) -

- Tax incentives

26 - - - - 9455 - -
reserve

(9455) -

- Dividends and
interest on equity paid

(912,004) (912,004)

(258)

(912,262)

- Additional

proposed dividends 27 - - - - - - 517342

(517342) -

BALANCE AS

OF 12.31.2011 2445766 91,695 648,363 489,153 26,282 1,229,380 517,342

- 5447981

2,277

5,450,258

The notes are an integral part of the financial statements.
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STATEMENTS
OF CASH FLOW

CONTINUED
For the year ended December 31, 2011 (in thousands of Reais)
Parent Company Consolidated Parent Company Consolidated
(BRGAAP) (IFRS and BRGAAP) (BRGAAP) (IFRS e BRGAAP)
Note 12.31.2011 12.31.2010 12.31.2011 12.31.2010 Note 12.31.2011 12.31.2010 12.31.2011 12.31.2010
Cash flow from operating activities Investing activities
Income before taxes 1,929,930 1,709,507 2,034,788 1,721,310 Capital increase in subsidiaries 13 (107.874) (383,741) - -
Adjustments to reconcile net income before taxes Investment acquisitions, net of cash and cash
to cash flow from operating activities: equivalents of acquired companies ) (798744) ) (791.889)
Equity in subsidiaries (184,847) 24,894 - - Additions to property, plant and equipment (91,410) (78,961) (347321) (296,350)
Depreciation and amortization 14/15 368,330 314,194 501,099 461,325 Additions to intangible assets 15 (3,722) (5,904) (13,757) (6,652)
Monetary and foreign exchange variation 84,933 45,518 109,468 98,753 Dividends received from subsidiaries 30,531 10,719 - -
Interests 192,433 225912 340,336 381,560 Restitution of capital from subsidiaries 24,816 - - -
Reversal of operating provisions, net (99,950) (71,734) (92,985) (57704) Net cash flow from investing activities (147,659) (1,256,631) (361,078) (1,094,891)
Other (5.754) (1,023) 6,395 5175
Adjusted income 2,285,075 2,247,268 2,899,101 2,610,419 Financing activities
Loans, financing and debentures received 18/19 430,000 - 502,799 276,751
Trade accounts receivable 34,399 (78,912) (9,846) (97660) Payments of loans, financing and debentures 18/19 (1,213,831) (141,617) (1,418,390) (477.849)
Taxes recoverable 899 (42,375) 35,625 (82,723) Payments of concession fees payable 20 (2,528) (1,883) (44,443) (36,602)
Inventories 4,158 (3.621) 3,195 (1,351) Payment of dividends and interest on equity (1,002,366) (536,024) (1,002,366) (536,024)
Collateral, restricted deposits and judicial deposits 79434 73,961 83,653 57825 Credits from related parties 608 32,215 - -
Asset available for sale - - 23,057 - Collateral and restricted deposits in service of the debt - - (30,968) 16,074
Other credits (5,934) 1,332 (5,934) 1,332 Cash and cash equivalents received from acquisitions - 100,322 - -
Suppliers 35,837 (7) (24.808) (49,844) Net cash flow from financing activities (1,788,117) (546,987) (1,993,368) (757,650)
Post-employment benefits (23,766) (30,802) (23,766) (30,802)
Research and development obligations (342) 5,972 2,098 8,140 Reduction of cash and cash equivalents (228,998) (297,722) (300,772) (172,060)
Advances from clients (3) 120 (33,461) 30,645
Other obligations (24,439) (24,949) (28,812) (5,166) Reconciliation of cash and cash equivalents
100,243 (99,281) 21,001 (169,604) Opening balance 4 796,117 1,093,839 1,082,580 1,254,640
Closing balance 4 567119 796,117 781,808 1,082,580
Cash flow from operations 2,385,318 2,147,987 2,920,102 2,440,815 Reduction of cash and cash equivalents (228,998) (297,722) (300,772) (172,060)
Income Tax and Social Contribution paid (526,703) (467783) (598,664) (489,691)
Interest on loans, financing and debentures paid 18/19 (151,837) (174,308) (267764) (270,643)
(678,540) (642,091) (866,428) (760,334) Additional information regarding transactions with no cash effect are
presented in Note 39 — Additional Information to the Cash Flow.
Net cash flow from operating activities 1,706,778 1,505,896 2,053,674 1,680,481
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STATEMENTS
OF ADDED VALUE CONTINUED

For the year ended December 31, 2011 (in thousands of Reais)
ADDED VALUE DISTRIBUTION

Parent Company Consolidated Parent Company (BRGAAP) Consolidated (IFRS and BRGAAP)
(BRGAAP) (IFRS and BRGAAP)
12.31.2011 % | 12.31.2010 % | 12.31.2011 % | 12.31.2010 %
Note 12.31.2011 12.31.2010 12.31.2011 12.31.2010 c -
ADDED VALUE GENERATION ompensation:
Gross revenue from sales 38 3,908,292 3487659 4,848,480 4,586,133 of lab
Revenue related to construction of assets - - 300,315 305,213 b a uor qcn 18104 303 116755 156 21173 — 118684 <72
Allowance for doubtful accounts 5 (6,043) - (6,180) - Bayroﬁt anc crarges 37’546 1'25 331164 1'20 37'922 1'06 331278 1'05
Other 15861 46866 L1t 1562z FEE ( S fund) 8695 029 758 028 8910 025 7874 025
3,918,110 3,534,525 5,161,736 4,936,968 > SCVETAnce pay un ' : ' : ' : ' :
() Inputs Profit sharing 22,329 0.74 18,733 0.69 22,329 0.62 18,733 0.59
186,674 21 176, 4 190,334 31 178, .
Material (23,214) (22,139) (26,450) (25,791) of th " 866 6 6,390 643 90.33 >3 8,569 >63
Qutsourced services 128.742) (114.765) 157528) 145120 Fed elgtlovemmen 816081 2714 | 811708 2970 | 1010818 2823 919778 2898
Electrical energy purchased for resale (385,878) (196,491) (471,932) (674,175) Ste terat axes 34'849 1-16 52’939 1'94 - 94l886 2.65 93’693 2'95
Transactions within CCEE (20,543) (660) (22,022) (5952) Ma e axlets e oo o oos S  p——
Fuel for energy production 28 (100375) (50,263) (108799) (61,062) Hricipa’ 1axes ' : ' : ' : : :
Charges for the use of and connection Sector charges 182,750 6.08 156,332 572 213,258 595 184,853 5.82
o thg power grid (244,460) (217.860) (287161) (269,087) Charges on concession fees payable 109,876 366 66,298 243 171,694 479 179,889 567
Reversal of operating provisions, net 110,121 80,674 103,215 66,519 Of third parties’ capital
Expenses with plant construction - - (199,282) (267976) Interest and foreign exchange variation 197483 6.57 237157 8.68 314,813 879 342,182 1078
Other (31029) (33897) (32887) (41304> Capitahzed interests - - - - 101033 2.82 37237 117
Other financial expenses 15,528 0.52 10,060 037 18,478 0.52 12,712 040
GROSS ADDED VALUE 3,085,731 2,971,100 3,949,073 3,504,735 225989 752 256713 940 | 450037 1257| 404113 1273
Of own capital
Depreciation and amortization 14/15 (368,330) (314,194) (501,099) (461,325) Adjustment to fair value (59827) (199) (56879) (208) (59827) (167) (56879) (180)
Legal reserve 66,597 222 60,582 2.22 66,597 1.86 60,582 191
Retained earnings reserve - - 526,749 1927 - - 526,749 16.60
Financial income 20 103919 101149 133672 130627 Dividends 1,175,356 29.09 444370 16.26 1,175,356 32.82 444,370 14.00
Equity in subsidiaries 184,847 (24,894) - - T;amﬁcﬁign with non-controlling 2065 007 - : 2535 007 - .
ADDED VALUE TO DISTRIBUTE 3,006,167 2,733,161 3,581,646 3,174,037 sharenoer
1,447,636 48.15| 1,211,649 4434 | 1,448,106 4043 1,211,649 38.17
3,006,167 100.00 | 2,733,161 100.00 | 3,581,646 100.00 3,174,037 100.00

(*) The consolidated Statement of Added Value (DVA) is not part of the consolidated financial statements under the
international financial reporting standards (IFRS).

CONTINUED ON NEXT PAGE The notes are an integral part of the financial statements.
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NOTES TO THE

FINANCIAL STATEMENTS

For the year ended December, 31 2011 (in thousands of Reais or other currencies, except when indicated otherwise)

1.The non-financial information in these financial
statements, such as MW, average MW and installed
capacity,among others, are not independently
audited.

2.The Jorge Lacerda Thermoelectric Complex is
composed of three plants.

« Tractebel Energia . Sustainability Report . 2011

1. oPERATIONS

Tractebel Energia SA. ("‘Company” or
“Tractebel Energia’) is a publicly-held
corporation listed on the BM&FBovespa's
Novo Mercado, and an independent
utility concessionaire with its registered
headquarters in the municipality of
Florianopolis, Santa Catarina State.

The Company operating activity is the
generation and sale of electrical energy,
regulated by the Brazilian Electricity
Regulatory Agency (Aneel), which is
linked to the Ministry of Mines and
Energy (MME).

The Company is controlled by GDF SUEZ
Energy Latin America Participagdes Ltda.
(GSELA), a company established in Brazil
under the control of SUEZ-Tractebel

S.A., headquartered in Belgium. After the
combination of assets between GDF
SUEZ and International Power PLC (IPR)
on February 04 2011, SUEZ-Tractebel S A.
became a company under [PR's control,
a company headqguartered in the United
Kingdom, integrating the GDF SUEZ
group headquartered in France.

The Company is the largest private
company in electrical energy generation
in Brazil, responsible for about 6% of

the country’s installed capacity. Its
Installed capacity, including its shares

In consortiums, and after four out

of eight generating units in Estreito
Hydroelectric Power Plant (Estreito

HPP) start their commercial operations,
increased from 6,472 MW* on December
31 2010 to 6,689.8 MW on December

31 2011 Out of this total, 79.9% arises
from hydroelectric sources, 17.7%
thermoelectric and 2.4% complementary
energy: Small Hydroelectric Power
Plants, wind farms and biomass-

fired power plants. Likewise, after the
beginning of Estreito HPP operation, the
assured energy to commercialization
increased from average 3,554.0 MW* on
December 31 2010 to average 3,746.9
MW! on December 31 2011

The Company's generation complex,
in December 31 2011, comprises the
following energy generating sources:
nine hydroelectric power plants, Six
thermoelectric power plants?, three
small hydroelectric power plants, two
wind farms and two biomass-fired
power plants.

Subsidiaries in operation and under
construction, whether under direct or
common control are listed in Note 13 -
Investments.

The Company's financial statements are
presented taking into account only one
operating segment composed of the

generation and sale of electrical energy
generated or acquired through medium
and long term agreements. Such
segment concentrates about 99.5% and
99.6%,0f the Company's net revenue in
the periods ended on December 31, 2011
and December 31, 2010, respectively.
The Company manages such activities
as a single business segment.

The main events carried out with the
Company's operations in 2011 are
summarized as follows:

a) Commercial start-up of the
first four generation units at
the Estreito HPP

The first four generation units at Estreito
HPP had their commercial start-up
during 2011. These units have a total
installed capacity of 54348 MW and
assured energy for commercialization
of average 48136 MW, out of which the
Company owns average 192.88 MW,
corresponding to its 40.07% share in
Ceste (Consorcio Estreito Energia).

b) Implementation of wind farm projects

The Company is currently implementing five wind farms in the Northeast Region,
one in the state of Piaul and four in the state of Ceara, totaling 145.4 MW of installed
capacity, with a total investment estimated at R$625,600. A significant portion of the
energy to be generated by the plants is sold to free customers in medium and long
term contracts.

The authorizations for the companies to establish as independent energy producers
have already been granted by Aneel. The Company also concluded the negotiations
with the companies responsible for supplying the equipment and building the towers
and wind turbines. The conclusion of the wind farms is expected for the fourth
quarter of 2012.

The Company is dealing a credit line with the National Economic and Social
Development Bank (BNDES) in order to finance the projects.

Additional information on these projects is mentioned in Note 13 — Investments.

c) Sale of Seival Project

In June of 2011, the Company concluded the sale of Seival Participagdes S.A. after all
conditions in the sale contract had been met. The total amount of the transaction was
R$38,523. More details are available in Note 8 — Non-current Assets for Sale.
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2. PRESENTATION OF

THE FINANCIAL STATEMENTS

The financial statements were prepared
using the historical cost as the basis of
value, adjusted to reflect the fair value
of certain financial instruments when so
required by the standards.

The Company is presenting the
individual financial statements of the
parent company (Tractebel Energia) and
the consolidated financial statements.
This procedure is required given that

the Brazilian corporate legislation
determines the disclosure of the
individual financial statements of entities
that have investments in subsidiaries and
jointly-owned subsidiaries, even when
these entities disclose their consolidated
statements.

The consolidated financial statements
have been prepared in accordance with
the Intermational Financial Reporting
Standards ("'TFRS"), issued by the
International Accounting Standards
Board ("TASB’), which are in accordance
with the accounting practices adopted
in Brazil (BRGAAP).

The individual financial statements of
Tractebel Energia, identified as "Parent
Company’, have been prepared in
accordance to the Brazilian accounting
practices. These individual statements
differ from the International Financial
Reporting Standards (IFRS) applicable to
Tractebel Energia only with respect to
the assessment of investments by the

equity method which, according to IFRS,
must be measured and presented at the
acquisition cost or its fair value.

The accounting practices adopted in
Brazil includes the dispositions of the
Brazilian Corporate Legislation that
encompass the provisions of Laws
11,638/07 and 11,941/09, together with
the pronouncements of the Accounting
Pronouncements Committee (CPC)
and the rules of the Brazilian Securities
and Exchange Commission (CVM) and,
when applicable, the regulations of the
Brazilian Electricity Regulatory Agency
(Aneel).

There is no difference between the
parent company and consolidated
shareholders’ equity and net income,
recorded in the consolidated financial
statements, prepared under IFRS and

the accounting practices adopted in
Brazil (CPC). Therefore, the Company
chose to present these consolidated and
individual financial statements together.

The financial statements previously
mentioned were approved by the
Board of Directors in a meeting held on
February 7 2012.

3. SUMMARY OF THE
MAIN ACCOUNTING PRACTICES

a) Financial Assets

Financial assets are classified as follows:

- Held for trading: assets often traded by the Company. They are registered by their
acquisition cost and adjusted to the fair value recognized in the income statement.

- Held to maturity: assets which possibly and probably will be held by the Company
until maturity. They are measured at the acquisition cost, plus income earned, less
impairment, when applicable.

- Loans and recelvables: non derivative assets with fixed values, determined and
non-quoted in an active market. They are measured by the amortized cost, which
may be: acquisition costs, plus interest, net of amortization and impairment, when
applicable.

- Available for sale: they are measured at fair value, with their effects recognized in
the other comprehensive income, at shareholders’ equity, when applicable. The
Company has no financial instruments under this category.

a.l) Cash and cash equivalents

They are maintained with the purpose to face short-term cash commitments and
consist of cash balance, bank deposits, and marketable securities that are promptly
convertible into an amount of cash subject to an insignificant risk of change in value.

The short-term investments are classified as financial assets held for trading and are
recorded at cost plus income earned up to the balance sheet date, adjusted to the
fair value of the financial instrument on the balance date. Interests and monetary
adjustments and changes from fair value measurement are recognized in income
when incurred.

a.2) Trade accounts receivable

Trade accounts receivable are presented at cost value, less impairment, when
applicable. Allowance for doubtful accounts is calculated based on individual analysis
of existing credits and recorded at an amount considered sufficient by the Company's
Management to cover probable losses risks.

a.3) Collateral, restricted
deposits and judicial deposits

They are held to comply with legal and
contractual requirements and, therefore,
classified as held to maturity. They

are measured at cost plus interest and
adjusted by impairment, if applicable.

a4) Impairment assessment
of financial assets

Financial assets, except those held

for trading, which are adjusted to the
fair value recognized in the income
statement, are measured at the end of
each fiscal year on thelr impairment.
Assets are considered to be impaired
when there is evidence that one

or more events occurred after the
initial recognition of the financial
asset, causing negative effects on the
estimated future cash flow of the asset.

b) Asset available for sale

Non-current assets deemed as for
sale are measured by the lower value
between its cost and fair value net of
sale expenses, if any.
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c) Inventories

Inventories include raw materials for
energy generation (owned coal, owned
fuel oil and biomass), consumable
materials and supplies. They are
recorded at the weighted average

cost of acquisition not exceeding the
replacement value.

d) Investments

Information regarding the subsidiaries
and joint ventures, as well as some
accounting indicators on the balance
sheet and income statement are
presented in Note 13 - Investments.

d.1) Investments in subsidiaries

Permanent investments in subsidiaries
are those in which the Company holds
directly or indirectly most of the voting
rights or has the power to determine
the financial and operating policies in
order to benefit from its activities.

These investments are measured by the
equity method by the parent company
and are stated in consolidated form for
Tractebel Energia, for the consolidated
financial statements presentation
purposes.

The third-parties participation

In the parent company shareholders
equity and net income is presented
separately on the balance sheet

and on the consolidated income
statement, respectively, under the
account "Participation of non-
controlling shareholders”.

In the parent company the
goodwill/rights of concession or
authorization paid in the acquisition
of the subsidiaries are recorded in the
Investment account.
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In the consolidated balance sheet, the Company made the option of the early
adoption of the standards established in the IFRS 3 - Business combination, consistent
with CPC 15 - Business Combination, in the business combinations included within
the scope of this pronouncement, made as from January 1, 2008. According to

these pronouncements, assets, liabilities and contingent liabilities of a subsidiary are
measured at the respective fair value on the acquisition date. If the acquisition cost is
higher than the fair value of the purchased identified net assets (Shareholders equity),
the excess amount is recorded as goodwill. If the acquisition cost is lower than the
fair value of the net assets identified, the difference verified is recorded as a gain in the
Income statement. The acquisitions made by the Company after January 1, 2008 did
not result in recognition of goodwill on the consolidated balance sheet in accordance
with the adoption of aforementioned criteria.

d.2) Investments in joint ventures

Joint ventures are entities in which the control is exercised by the Company
together with one or more partners and the decisions on strategic financial and
operating policies require the approval of all parties that share the control.

These investments are measured by the equity method by the parent company and
consolidated under the proportionate method in the consolidated financial statements.

d.3) Jointly-Controlled operations

The Company has joint venture operations with consortiums.

Assets, liabilities, revenues and expenses related to these operations are recognized
directly in the Company’s financial statements, thus, no consolidation procedure for
these operations is necessary.

e) Property, Plant and Equipment

Property, plant and equipment are recorded at the acquisition or construction cost. The
assets or group of assets whose book value was substantially different from their fair
value on the date of adoption of the new accounting practices, on January 01, 2009,
started to have their fair value as deemed cost. The assets costs are deducted from

the accumulated depreciation and impairment losses, if applicable. The depreciation is
calculated by the straight-line method at the annual rates established by Aneel — which
are used by the industry and accepted by the market as appropriate — limited to the
Plants’ period of concession, when applicable, based on the book balances recorded in
the Registration Units (UC) that comprise the enterprises.

The components of certain assets that
are periodically replaced throughout
their economic useful life are recognized
as separate assets and depreciated

for the expected period for their
replacement. Costs from minor periodic
and routine maintenance are recorded
In the income statement when incurred.

The depreciation method that is being
adopted during the implementation of
Estreito HPP relates to “produced units”.
By this method, depreciation of costs
with reservoirs, dams, power houses
and machinery that become operational
are recognized proportionally to the
commercial capacity aggregated to the
Company'’s business. This method is
being adopted throughout the period
In which the eight generating units

will start operating, from April 2011

to September 2012, according to the
current implementation schedule. The
Company's management understands
that this method best reflects the
relation between the depreciation
expense and the generation of future
economic benefits from the asset’s
operation. After the final generating unit
started operating, the total operating
assets will be depreciated by the
straight-line method, based on the
useful lives established by Aneel

The average annual depreciation rates of
the Company's assets are stated in Note
14 — Property, Plant and Equipment.

Interest and other financial charges plus
the inflation effects resulting from the
financing obtained from third parties
effectively applied in the property, plant
and equipment in progress are recorded
as cost of the respective asset.

In the consolidated information, as
mentioned in the item Investment

above, due to the application of IFRS 3 -
Business combinations, the adjustments
to fair value recognized in the
acquisition balance sheets, concerning
the concessions and authorizations for
use of the public asset, are recorded

In compliance with the instructions

set forth in the Manual for Application
of IFRS 3 and CPC 15 - Business
combination. These pronouncements
allow the recognition of the concession
fair value and of the generator unit fair
value as a single asset, when these
assets cannot be sold or transferred
separately. The Company chose to
recognize the deemed cost based on
the appraisal of the fair value of these
concessions or authorizations as a single
asset in property, plant and equipment,
the amortization of which is being made
In accordance with the concession or
authorization agreements.

f) Intangible Assets

Intangible assets with a finite useful life
are recorded at acquisition cost, net of
accumulated amortization ascertained
by the straight-line method. The
Company has no intangible assets
with undefined useful lives registered
In their assets, which would not be
amortized but tested for impairment
on a yearly basis or whenever there

Is indication that the intangible asset
might have lost value.

g) Impairment test of property,
plant and equipment and
intangible assets

The Company periodically evaluates
property, plant and equipment items

and intangible assets as an attempt to
ldentify evidence of impairment losses in
these cash generating units or intangible
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assets, or when events or significant
changes indicate the book value might
not be recoverable. If the book value
exceeds the recoverable value, this loss
Is recognized in the income statement
for the period.

The recoverable value of an asset is the
highest value between its value in use
and its fair value less estimated costs of
sale. The value in use is measured based
on the discounted cash flows (before
taxes) from the continuous use of an
asset during its useful life.

h) Financial liabilities and
equity instruments

Debt and equity instruments are
classified as financial liabilities or equity
according to the nature set forth in

the agreement and the definitions

of financial liabilities and equity
instruments.

h.1) Financial liabilities

- Loans, financing, debentures and
concession fees payable

Loans, financing, debentures and
concession fees payable are financial
instruments held to maturity, recorded
at the net value measured subsequently
by amortized cost, being its initial cost,
plus monetary or exchange variations
and interests incurred until the date

of the balance sheet. Funding costs

are recorded as reduction in the fair value
initially recognized, and consequently, the
effective interest rate is adjusted for purposes
of appropriation of interest expenses.

h.2) Equity instruments

An equity instrument is an agreement
that evidences a residual interest in a
Company s assets after all of its liabilities
are deducted. Equity instruments issued
by the Company are recognized when
funds are received, net of the direct
Issuance costs.

1) Provisions for tax, civil and
labor risks

These are constituted through the
evaluation and quantification of

the risks, whose likelihood of loss is
deemed probable. This evaluation

1s grounded on the management
judgment and the opinion of legal
advisors, considering precedents, lower
and higher court decisions, history of
possible agreements and decisions,
management’s and legal advisors’
experience, as well as other applicable
aspects. Said provisions are adjusted
by the indexes or rates established by
tax authorities, and legal counsel fees
related to such reserves are recorded.
Risks deemed as possible are not
recorded, but disclosed in the Notes.
Risks deemed as remote are also not
recorded, and only those relevant
values are mentioned in the Notes

]) Post-employment benefits

Post-employment benefits are recorded
net between the cost of estimated
obligations from pension plans and the
amount of Plan's guarantor assets.

The present value of obligations is
determined on an actuarial basis
drafted annually by independent
actuaries using the Projected Credit
Unit Method. In this method, each
service period is considered a triggering
event of an additional benefit unit,
which is accumulated to calculate the
final liability.

The accumulated actuarial gains and
losses, appraised annually, within the
limit of 10% of the present value of
defined-benefit obligation (‘corridor”)
were not recognized in the liabilities
and in the Company's income
statement. Gains and losses exceeding
the corridor limit are recognized in the
income statement during the average
remaining life of the plan's beneficiaries.

k) Deferred income tax and
soclal contribution

Current income tax and social
contribution are calculated according
to tax bases and rates applicable on the
date of financial statements publication.

Deferred income tax and social
contribution are calculated applying the
estimated effective rates in the years
when it is expected to realize or require
temporary differences (differences
between the book value of assets and
liabilities and their tax basis), the tax loss
carryforwards and the negative basis of
social contribution.

The tax benefit of the reduced

income tax granted by the Amazon
Development Commission (Sudam) is
recognized in the tax incentive reserve
in shareholders’ equity.

The deferred tax assets and liabilities are fully presented in non-current assets and
liabilities, regardless of expectation of realization or demandability of the related
amounts, as specified by the accounting standards.

1) Other current and non-current assets and liabilities

Other assets are recorded at acquisition cost, less impairment, when applicable.
Other obligations are recorded at known or determinable amounts plus, when
applicable, the corresponding interests and monetary variations incurred.

m) Adjustment to present value

Assets and liabilities from short-term operations, that may result in material effects,
and long-term are adjusted to present value based on market discount rates on the
transaction date.

n) Related party transactions

Intercompany loan agreements are restated by the contracted interests and the
purchase and sale of energy and services are carried out in conditions and terms
agreed upon between the parties and recorded pursuant to the terms contracted.

0) Revenue recognition related to the sale of
energy and services

Revenue is measured at fair value of the received or receivable amount, deducted of
taxes and eventual discounts. Revenue related to the sale of energy and services is
recognized when: (i) the economic benefits of the transactions will probably flow to
the Company; (i) the revenue amount can be measured with reliability; (iv) the risks
and benefits related to the sale were transferred to the buyer:; (iv) transaction costs
incurred or to be incurred can be measured with reliability; (v) and the Company does
not hold the control and responsibility over the energy sold.

p) Leasing agreements

Leasing agreements are classified as financial leasing when the terms of the leasing
substantially transfer the risks and benefits of the ownership to the lessee.

The Company, according to its assessment, has no financial leasing agreements.

All its leasing agreements are considered as operating leasing, where the amounts
contracted are recognized in the income statement during the term of the contract.
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q) Profit sharing and management bonus

They are connected to achievement of certain financial indicators, individual goals
and performance evaluations. The relative amounts are provisioned each month in
operating costs and expenses based on management estimates.

r) Distribution of dividends and interest on equity

Dividends and interest on equity are recognized as liabilities as follows: (i) interim
dividends: upon approval by the Board of Directors; (ii) interest on equity: on the
shareholders credit date; and (iii) additional proposed dividends at year-end: upon
approval by the General Meeting.

The Company's Bylaws sets forth the payment of a minimum of 30% of Tractebel
Energia’s annual net income. Therefore, at the end of the year, when applicable, a
provision for the payment of minimum dividends is recorded, even if the dividend
has not been paid or credited during the year. The Company discloses the dividends
received from subsidiaries in investing activities, in the Statement of Cash Flow.

Payment of interest on equity is recorded in financial expenses for tax purposes and
reverted on the same line against shareholders equity. The tax benefits generated
remain in the year s income statement.

s) Use of estimates

In the preparation of the financial statements it is necessary that the Company'’s
management rely on estimates when recording certain transactions that affect its
assets, liabilities, revenues and expenses, as well as the financial statements disclosure.
The Management uses the best information available on the preparation date of the
financial statements to make the estimates, as well as the experience gained from
past and/or current events and also considering assumptions regarding future events.
Therefore, the financial statements includes estimates mainly related to: (i) on the
useful life of property, plant and equipment, which are defined by Aneel; (ii) on assets
impairment assessment, when necessary; (iil) on the recording of allowance for
doubtful accounts; (iv) provisions required to cover possible tax, civil and labor losses;
(v) on assumptions used to establish discount rates, return on assets; and on mortality
rates for the calculation of post-employment benefits and (vi) the determination of
the fair value of financial instruments and estimates used in the fair value calculation
and sensitivity analysis, presented in the financial statements disclosures.

t) Main judgments and
source o uncertainties
i the estimates

Critical accounting practices are those important to show the Company's financial
condition and the results and require more difficult judgments by the Management,

which are subjective or complex,
usually as the result of the need to make
estimates that affect issues that are
Inherently uncertain. As the number of
variables and assumptions that affect
the possible future solution of these
uncertainties increase, these judgments
become even more subjective and
complex. In the preparation of the
financial statements, the Company
adopted certain assumptions that arise
from historical experiences and other
factors deemed as reasonable and
relevant. Even though these estimates
and assumptions are reviewed by

the Company in the normal course

of its activities, the statement of its
financial condition and of the results

of operations usually require the use of
judgments as to the effects of issues that
are inherently uncertain on the book
value of its assets and liabilities. Real
results may differ from those estimated
using different variables, assumptions
or conditions. In order to allow for the
understanding on how the Company
makes judgments on future events,
including variables and assumptions
used in the estimates, we included
comments on each critical accounting
practice described hereinafter:

t.1) Deferred income tax and
soclal contribution

Deferred income tax and social
contribution are generated by temporary
differences between the book value

of assets and liabilities and their
respective tax values and the tax losses
carryforwards and negative basis of
social contribution. Deferred income tax
and social contribution amounts, both
assets and liabilities, are revised at the
end of each year to assess if they will be
realized through future taxable income,
based on taxable income projections
and on technical feasibility studies,
submitted annually to the Company’s
Management. Deferred income tax and
social contribution, assets and liabilities,

are calculated using tax rates applicable
to the taxable net income in the years in
which the temporary differences should
be realized or demanded. Future taxable
net income can be higher or lower than
the estimates considered to establish the
need to record the tax assets and the
amount recorded.

t.2) Post-employment benefits

The Company recognizes the benefit
plans obligation and its related costs,
net of the plan’s assets, adopting the
following practices: (i) the obligations
with post-employment benefits are
determined on an actuarial basis using
the Projected Credit Unit Method.

The discount rate used to calculate

the present value of the obligations is
defined on the balance sheet date, based
on interest rates from Governmental
bonds, whose maturities are similar as
those expected for the projected future
obligations; and (ii) the private pension
plan assets are measured at market
value on the balance sheet date.

Actuaries use subjective factors such as
mortality rates, salary growth forecast,
severances and turnover expectations in
the actuarial calculations.

Actuarial assumptions used by the
Company can be materially different
from actual results due to changes
in economic and market conditions,
regulatory events, court decisions,
shorter or longer life period of

participants. However, the Company
and its actuaries used assumptions in
line with internal and external analysis to
establish the estimates used.

t.3) Useful life of property,
plant and equipment

The Company recognizes the
depreciation of its property, plant and
equipment based on the annual rates
set forth by Aneel, which are used by
the industry and accepted by the market
as adequate, limited to the term of the
concession or authorization of the
Plants, when applicable. However, the
actual useful lives may vary based on
the technological upgrades of each unit.
The useful life of property, plant and
equipment also affect impairment tests
of assets with long useful lives, when
necessary.

t4) Impairment test of long-
term assets

Impairment tests of long term assets
have special rules, especially for
property, plant and equipment. On the
year's closing date the Company carries
out an analysis in order to determine if
there is any indication that the long-
term assets might be impaired. If there
Is any indication the Company proceeds
with the impairment test.
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The process of reviewing impairment

of an asset is subjective and requires
significant judgments through the use of
analysis. On December 31, 2011, based
on its analysis, the Company did not
identify the need to record any long-
term assets impairment provision.

t.5) Provisions for tax, civil and
labor risks

This provision is based on the evaluation
and qualification of risks whose
probability of loss is deemed probable.
This evaluation is grounded on the
management judgment and the opinion

of legal advisors, considering precedents,

lower and higher court decisions,
history of possible agreements and
decisions, management's and legal
advisors' experience, as well as other
applicable aspects.

u) Recently issued
accounting standards

The IFRS amendments to existing
standards, and interpretations (IFRIC) in
effect as of 01.01.2011 had no impact
on the Company’s financial statements.
The following standards have been
recently issued and are of mandatory
adoption starting on 01.01.2012 and
following periods.

IFRS 9 —Financial Instruments

On November 2009, IASB issued
standard IFRS 9 with the purpose of
replacing standard IAS 39 - Financial
Instruments: Recognition and
measurement, according to the three-
phase replacement schedule defined
by IASB. This standard represents

the first part of the first phase of the
replacement schedule and addresses
the classification and measurement of
financial assets. In October 2010 was
added to this standard the requirements
for measurement and classification

of financial liabilities. This standard is
effective to the annual periods beginning
on/or after 01.01.2013. The Company

Is currently assessing the effects of

the application of this standard on its
financial statements.

- Revision of IAS 12 — Deferred Tax:

recovery of underlying assets

Issued in December 2010, IASB review
of standard IAS 12 addresses aspects
related to determination of expected
way of deferred income tax, both assets
and liabilities when the investment
property is measured at fair value using
the value model in IAS 40 — Investment
Property. The amendments to IAS 12 are
applicable for annual periods beginning
on or after 01.01.2012. The Company
understands that the amendments to
said standard will not impact its financial
statements.

- IAS 27 — Separate financial
statements

Issued in May 2011, IAS 27 was amended
to address investments in subsidiaries,

joint ventures or assoclates when an entity prepares separate financial statements.
These amendments apply for annual periods beginning on or after 01.01.2013. The
Company is currently assessing the effects of the application of these amendments.

- IAS 28 - Investments in Associates and Joint Ventures

[ssued in May 2011, this amendment to IAS 28 addresses aspects relating to the
recording of investments in associates and sets the requirements for the application
of the equity accounting method when accounting for investments in associates and
joint ventures. The amendments to IAS 28 are applicable for fiscal years starting on or
after 01.01.2013. The Company is currently assessing the impacts of the amendments
to this standard.

- IFRS 10 - Consolidated financial statements

Issued in May 2011, this standard sets the principles for the presentation and
preparation of consolidated financial statements when an entity controls one

or more companies. [FRS 10 is effective for annual periods beginning on or after
01.01.2013. The Company is currently assessing the effects of the application of this
pronouncement.

- IFRS 11 — Joint Arrangements

Issued in May 2011, IFRS 11 determines the accounting treatment of entities with

joint control and joint operations. This standard also limits the use of proportionate
consolidation for companies with joint operations, and accepts only the equity
accounting method for joint ventures. IFRS 11 is effective for annual periods beginning
on or after 01.01.2013. The Company is evaluating the characteristics and the
economic nature of the joint control of the Ita Energética S.A. (Itasa) joint venture.

If the Company concludes that this is a joint venture, its interest no longer be
consolidated proportionately to the Company’s interest in the venture's capital stock
and would instead be recognized using the equity accounting method. Investment in
Itasa on 12.31.2011 is R$311,281.

- IFRS 12 — Disclosure of interests in other entities

Issued in May 2011, this standard addresses the disclosure of the nature and risks
associated to interests in subsidiaries, joint ventures and associates. [FRS 12 applies for
annual periods beginning on or after 01.01.2013. The Company is currently evaluating
the effects of the application of this standard.

- IFRS 13 — Fair value measurement

Issued in May 2011, IFRS 13 defines
fair value, sets out a single framework
for measuring fair value, and

requires disclosures about fair value
measurements. [t simplifies this
procedure, and increases consistency
and comparability of the information
reported in financial statements. IFRS
13 is effective for annual periods
beginning on or after 01.01.2013.

The Company believes that the
amendments to this standard will not
impact its financial statements.

- IAS 19 — Employee Benefits

Issued in June 2011, this standard was
amended to eliminate the “corridor”
approach, which resulted in the
deferral of actuarial gains or losses
recognized in the income statement.
According to the amended IAS 19,
actuarial gains or losses of actuarial
liabilities shall be recognized in

other comprehensive income. The
amendments to IAS 19 apply for
annual periods beginning on or after
01.01.2013. As a consequence of the
application of this standard, actuarial
gains not recognized by the Company
will be recognized in the balance
sheet as at 01.01.2013, and actuarial
gains and losses after that date will be
recognized in other comprehensive
income. As at 12.31.2011 the Company
has liabilities in the amount of
R$165.629 referring to deferred actuarial
gains to be amortized.
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- IAS 1 — Presentation of other comprehensive income items

Issued in June 2011, this amendment to IAS 1 addresses the disclosure of other
comprehensive income items and requires separate subtotals for elements that
cannot be reclassified to profit or loss and those that can, when some conditions are

fulfilled. These amendments apply for annual periods beginning on or after 01.01.2013.

The Company believes that the amendments to said standard will not impact its
consolidated financial statements.

- IFRIC 20 - Stripping costs in the production phase of a surface mine
Issued in October 2011, this interpretation addresses the accounting procedure to be
adopted regarding the removal of mine waste materials to gain access to mineral ore

deposits. [FRIC 20 applies for annual periods beginning on or after 01.01.2013.
This interpretation does not apply to the Company's businesses.

4. cASH AND
CASH EQUIVALENTS

- CPCs issued to match the IFRS
standards and IFRIC interpretations

CPC has not issued standards,
amendments, and technical
interpretations to date to match the

IFRS standards and IFRIC interpretations
mentioned above. Due to the
commitment of the CPC and CVM to
maintain the standards issued up to date
based on IASB revisions, these standards,
amendments and interpretations are
expected to be published by the CPC
and approved by the CVM by the date of
mandatory application.

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Cash and bank deposits in cash 960 1,710 5,274 8,882
Marketable securities
Citibank — Exclusive Investment Fund
Repurchase agreements with Federal
Government Securities®
National Treasury Notes (NTN — B) 563,011 741,573 735,639 934,407
National Treasury Bill (LTN) - 50,812 - 64,025
563,011 792,385 735,639 998,432
Financial Institutions*
Bank Deposit Certificates (CDB) 3,148 2,022 18,559 48,106
Repurchase agreements with debentures - - 22,336 27160
3,148 2,022 40,895 75,266
Total financial applications 566,159 794,407 776,534 1,073,698
567,119 796,117 781,808 1,082,580

3. Sale of securities with repurchase agreements assumed by the seller, concurrently with the resale commitment assumed by the buyer. These operations have immediate

liquidity, pay interest at a fixed rate and are guaranteed by federal government securities.

4. Banks: Safra, Itatt Unibanco, Banco do Brasil, Votorantim and Bradesco.
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The Company structured its financial
Investments to concentrate its funds in
an exclusive equity investment fund, the
shares of which can be redeemed at any
time without impairing its yield.

Such funds do not entail significant
financial obligations, which are limited to

5. TRADE ACCOUNTS
RECEIVABLE

asset management, investment transaction and audit fees, in addition to general and
administrative expenses.

The average profitability of the fund in 2011 and 2010 was 100,2% of the interbank

deposit rate (CDI).

Cash equivalents are maintained with the purpose of facing short-term cash

commitments and are composed of cash balance, bank deposits in cash and financial
Investments with immediate liquidity in an amount subject to an irrelevant risk of change.

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Concessionaires 247788 216,600 319,930 271,921
Traders 124,038 125,682 51,395 56,524
Free Consumers 21,836 24,685 151,841 121,788
Exports 740 740 740 740
Transactions with CCEE
-Current 19,879 77402 21,758 79,077
-Special Tariff Recovery (RTE) 2,665 1,056 2,665 1,056
-Agents with lawsuits or in default 122,574 122,574 122,574 122,574
539,520 568,739 670,903 653,680
Allowance for doubtful accounts (128,617) (122,574) (128,754) (122,574)
410,903 446,165 542,149 531,106
The average term for receiving amounts related to energy sale invoices is 25 days as from the first day after the supply.
Composition of expired trade accounts receivable
Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Up to 30 days 9,397 39,378 10475 17013
31 to 60 days - 14,297 - 14,297
61 to 90 days - 102 - 102
Over 91 days 132,022 124,993 132,442 125,001
141,419 178,770 142,917 156,413
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Allowance for doubtful accounts credit

Breakdown:
Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 | 12.31.2010 12.31.2011 | 12.31.2010
Trader 6,043 - 6,180 -
Agents with lawsuits
. 122,574 122,574 122,574 122,574
or in default
128,617 122,574 128,754 122,574

7. TAXES
RECOVERABLE

Trader

The provision was constituted in
2011, for doubtful accounts due to the
long-term default of a trader at the
Electric Power Trade Chamber (CCEE).
The Company is taking the proper
measures to recover the outstanding
amount receivable.

Agents with lawsuits
or in default

The provision is formed by the
following amounts:

- R$110,498 - these credits result

from transactions carried out within
Wholesale Electrical Energy Market
(MAE), currently CCEE, corresponding
to the period from September of 2000
to September of 2002. The debtor
agents filed lawsuits because they

6. INVENTORIES

disagreed with the interpretation
adopted by MAE related to the Overall
Agreement for the Electric Energy

Sector. The provision was based on
the questions regarding the amounts

related to such transaction.

- RS$12,076 - it refers substantially
to debts of agents in default during
the first settlement of the MAE,

on December 30, 2002, related

to transactions made within that
market. Such amounts are under
bilateral negotiations. However, due
to uncertainties as to receipt, the
Company maintains an allowance for
doubtful accounts, regardless of the
actions applicable to the case.

The Company constituted no provision
over the other expired amounts,
deeming their deliver as probable.

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)

12.31.2011 12.31.2010 12.31.2011 12.31.2010
Qg‘éfcft?gfne’gy 3,739 11,161 6,312 12,346
Supplies 29,249 23,137 30,534 24,093
Advances to suppliers 3,501 6,205 3,501 6,205
Other 2,394 2,538 2,490 3,388
38,883 43,041 42,837 46,032

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Current
PIS® and Cofins® 68,369 51,640 129,066 66,822
ICMS” 7350 4178 7812 4,855
Income Tax 4319 4719 5,889 14,895
Social Contribution 1,728 1,042 2,375 4,184
INSS® 5,650 1,054 5,650 1,062
87,416 62,633 150,792 91,818
Non-current
PIS and Cofins 4,639 13,595 137832 200,090
ICMS 11,460 11,178 14,413 16,090
Income Tax - - 7304 -
Social Contribution - - 2452 -
INSS - 3,700 6 3,700
16,099 28,473 162,007 219,880

PIS and Cofins recoverable credits is mostly comprised by the amount of R$66,191,
regarding the lawsuit favoring the Company and regarding the PIS and Cofins
recovery unduly collected. In 2011, the effects from the recalculation and update

of these credits, at R$20,388, already included in the total amount of R$66,191. The
Company is waiting for an authorization from the Brazilian Federal Revenue Service to
compensate the referred credits with its due federal credits.

In the year, at R$133.301 have been added to the credits previously mentioned,
especially PIS and Cofins fromm machinery and equipment acquisition and building
construction for the implementation of power generation projects.

Until July of 2011, credits on the acquisition of machines and equipment were
compensated monthly in at the rate of 1/48. As of August of 2011, the credit balance
on July 31, 2011 and those credits constituted as of this date are being compensated
monthly in up to 12 (twelve) months, until they are fully compensated in July of 2012.

Credits from building construction have been compensated monthly at the rate of 1/24.

5. Social Integration Program (PIS)

6. Social Security Contribution (Cofins)

7.Tax on transactions relating to the circulation
of Goods and Interstate and Intermunicipal
Transportation Services and Communication (ICMS)

8. National Social Security Institute (INSS)
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8. ASSET AVAILABLE
FOR SALE

In June of 2011, the Company sold
100% of its interest in the capital of
Seival Participacdes S.A., a Special
Purpose Entity holder of 99.99% of the
capital of Usina Termelétrica Seival
Ltda. (Seival TPP). The sale amount was
R$38,523 and capital gains of R$15,436
were recognized by the Company.

O. COLLATERAL AND

RESTRICTED DEPOSITS

Seival TPP holds the rights, including Aneel authorizations and installation licenses,
to implement and explore a coal-fired thermoelectric plant in Candiota, Rio Grande
do Sul State, with an installed capacity of up to 540 MW. The Company had no
operating activity until its sale.

The Company continues to develop other coal-fired thermoelectric projects in the
Candiota region, according to its growth strategy in the Brazilian electric energy sector.

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Current
Reserve account - CCEE transactions
Investment funds 32,159 47872 32,159 47872
Repurchase agreements with Debentures - 21,793 378 33,600
CDB - - 6,386 81
32,159 69,665 38,923 81,553
Non-current
Reserve account - debt service
Investment funds - - 86,025 42,083
Repurchase agreements with Debentures - - - 1,965
CDB - - 4,542 7196
- - 90,567 51,244

Reserve account - CCEE transactions:
Its purpose is to ensure the financial
settlement of energy purchase and sale
in the context of CCEE, in conformity
with that market's rules. Reduced
balance is due to lower exposure from
the Company in this market.
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Reserve account - debt service: Its purpose is to ensure the payment of debts with
the financing banks. The increased balance is mostly due to the start of the reserve

constitution for ensuring the financing of the Estreito Hydroelectric Power Plant.

The average yield of the collateral and restricted deposits in 2011 and 2010 was
98.5% and 100% of the CDlI, respectively.

10. DEFERRED INCOME TAX
AND SOCIAL CONTRIBUTION

Parent Company (BRGAAP)

12.31.2011 12.31.2011
Social
Type of credit Tax basis Incometax  contribution Total Total
Interest on property, plant and equipment in progress (RIC) 152,818 38,205 - 38,205 41,098
Post-employment benefits 204,680 51,170 18,421 69,591 102,910
Allowance for doubtful accounts 128,617 32,154 11,575 43,729 41,675
Provisions for tax, civil and labor risks 129447 32,362 11,650 44,012 43,280
Adjustment to fair value in business combinations 77973 19,493 7018 26,511 24,718
Adjustment to present value of receivables 13,875 3,469 1,249 4718 4718
Accelerated depreciation 11,827 2,957 1,064 4,021 5,157
Other 23,962 5,991 2,157 8,148 24,857
185,801 53,134 238,935 288,413
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2011
Social

Type of credit Tax basis Incometax  contribution Total Total
Interest on property, plant and equipment in progress (RIC) 152,818 38,205 - 38,205 41,098
Post-employment benefits 204,680 51,170 18421 69,591 102,910
Allowance for doubtful accounts 128,754 32,188 11,588 43,776 41,675
Provisions for tax, civil and labor risks 137711 34,428 12,394 46,822 43,596
Adjustment to fair value in business combinations 77973 19,493 7018 26,511 24,718
Igégscsoﬁzg&rg]ards and negative basis of 58,256 14,564 5,243 19,807 20,499
Adjustment to fair value of property, plant and equipment 49470 12,368 4452 16,820 17745
Adjustment to present value of receivables 13,875 3,469 1,249 4718 4718
Accelerated depreciation 11,827 2,957 1,064 4,021 5,157
Other 28,879 7219 2,600 9,819 26,124
216,061 64,029 280,090 328,240

Deferred income tax and social contribution arising from temporary differences

will be realized upon the payment of provisions made or, where applicable, upon

realization of provisioned losses. Fiscal and social contribution loss carryforwards

will be realized through the generation of future taxable income of the subsidiary

that extraordinarily recorded losses in previous years.

The estimated realization of deferred
Income tax and social contribution and
their recovery was estimated as below:
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The estimated realization of deferred income tax and social contribution and their

recovery was estimated as below:

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)

2012 18,632 20452
2013 20458 23,740
2014 30,955 32,289
2015 21,464 24,482
2016 19176 22,519
2017 to 2018 70,396 79476
2019 to 2020 22,870 32,735
2021 onwards 34,984 44,397

238,935 280,090

11. receivaBLES
ON SALE OF ASSETS

This line registers the payments pending
from Elétrica Jacui S.A. (Eleja) relative

to the sale of the Jacul thermoelectric
project. As of February 2009, Eleja
suspended its monthly payments due to
Tractebel Energia.

The balance of R$86,866 presented

on the Company and consolidated
Income statement corresponds to the
present value of the installments due to
the Company in July 2009 when the
Company, after several frustrated tries
to resume payment, decided to initiate
judicial recovery of the contract, calling
In the amount equal to the full debt, as
Eleja’s failure to pay brought all future
installments due.

As of July 2009, the Company prudently
decided to no longer recognize the interest
and monetary restatement of the amounts
recetvable. The Company considers the
amounts of the collateral as per the contract,
as mentioned below, to be sufficient for
recovery of amounts receivable.

The judicial recovery suit against Eleja
guaranteed the Company that the assets
of the Jacui project, given as collateral,
would be held in probate. In May of
2010, Eleja as execution debtor was
summoned, but it did not reply. In March
2011, the assets were placed under lien
and subject to evaluation by legal expert
for later sale. The assets under lien were
appraised at R$116,492. The Company

1S awaiting a ruling regarding the expert
appraisal to decide if the assets will be
seized or sold at auction.

The nominal value of the unpaid
contractual installments as at 12.31.2011,
updated according to the contracted
index, the IGP-DJ, totals R$116,172
(R$106,228 on 12.31.2010). The total debt,
Including contractual penalties, exceeds
the amount of the expert appraisal, which
could cause the Company to request
seizure enforcement.

12.3upiciAL
DEPOSITS

a) Breakdown

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Tax 91,202 84,720 91,652 85,075
Civil 9727 40,996 10,725 42,485
Labor 3,130 5,599 3455 5,904
104,059 131,315 105,832 133,464
The deposited amounts are directly related to the current judicial and administrative
proceedings. From the amount deposited on December 31, 2011, R$40,627 (R$68,568
on December 31, 2010) is directly related to provisions described in Note 23 — Provisions
for tax, civil and labor risks.
b) Changes
Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
Tax Civil Labor Total Tax Civil Labor Total
Balance as of 12.31.2009 178,108 6,574 8,800 193,482 178,212 30,297 8,800 217,309
Additions 11,985 3,546 535 16,066 12,226 10,118 840 23,184
PPESA incorporation - 31,311 - 31,311 - - - -
Adjustments 13,056 41 401 13,498 13,066 2,576 401 16,043
Write-offs and redemptions (118,429) (476) (4,137)  (123,042) (118,429) (506) (4137)  (123,072)
Balance as of 12.31.2010 84,720 40,996 5,599 131,315 85,075 42,485 5,904 133,464
Additions 78 10,674 717 11,469 159 11,631 811 12,601
Adjustments 9727 1,055 255 11,037 9,741 1,055 255 11,051
Write-offs and redemptions (3,323) (42,998) (3,441) (49,762) (3,323) (44.446) (3,515) (51,284)
Balance as of 12.31.2011 91,202 9,727 3,130 104,059 91,652 10,725 3,455 105,832

In 2011, an amount of R$32,936 was redeemed, related to a financial application
previously contracted by subsidiary Ponte de Pedra S.A. (PPESA) in order to reduce
the cost of bank guarantees related to the civil proceeding regarding the plant's
Transmission System Usage Tariff (TUST) contestation. This application is no longer
demanded by the Bank in case the guarantee costs was changed.
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13.INVESTMENTS

a) Breakdown

Parent Company (BRGAAP)

12.31.2011 12.31.2010
Investments in subsidiaries:
Assessed by the equity method
Equity in subsidiaries 2,433,138 2,162,946
Goodwill / Concession rights 117974 119,817
2,551,112 2,282,763

b) Assessed by the equity method

Lot of 1,000 shares or quotas

Subsidiaries Interest (%) 12.31.2011 12.31.2010
It Energética SA. (Itasa) 4875 253,607 253,607
Companhia Energética Estreito (CEE) 99.99 871,003 871,003
Companhia Energeética Sdo Salvador (CESS) 9999 360,789 360,789
Lages Bioenergética Ltda. (Lages) 99.99 30,530 30,530
Tractebel Energia Comercializadora Ltda. (TBLC) 99.99 4,200 4,200
Tractebel Energias Complementares Participa¢cdes Ltda. (TBLP) 99.99 640,329 532,455
b.1) Financial information of subsidiaries
Itasa CEE CESS Lages TBLC TBLP EAS?
12.31.2010
Interest (%) 48.75% 99.99% 99.99% 99.99% 99.99% 99.99% 99.99%
Total assets 852,035 2,336,439 1,385,165 84,226 259,985 934,031 -
Shareholders’ equity 598,445 868,509 351,733 71,193 65,431 514,067 -
Net revenue 222,597 - 145,881 35,353 983,339 74,845 141,523
Net Income (losses) 46,620 (348) (24,568) 7137 (6,646) (7010) (13,811)
12.31.2011
Interest (%) 48.75% 99.99% 99.99% 99.99% 99.99% 99.99% -
Total assets 801,335 2,554,938 1,363,537 66,754 350,800 959,951 -
Shareholders’ equity 638,523 915,408 360,775 59,198 168,254 618,221 -
Net revenue 242,913 164,467 200,908 39,229 1,500,720 94,181 -
Net Income (losses) 53,908 46,899 9,042 3,005 102,823 (1,359) -

9. Energia América do Sul Ltda. (EAS), subsidiary incorporated by the Company on 12.30.2010.
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b.2) Changes in investments

Itasa CEE CESS Lages TBLC TBLP EAS Outras Total
Balance as of 12.31.2009 273,913 - 324801 64,056 72,077 497,632 653,481 23,310 1,909,270
Acquisition - 712,296 - - - - - - 712,296
Capital increase - 156,561 51,500 - - 23445 152,200 35 383,741
PPESA incorporation - - - - - - (791,870) - (791,870)
Equity in subsidiaries 22,727 (348)  (24,568) 7137 (6,646) (7010) (13,811) 36 (22,483)
Seival sale - - - - - - - (23,111) (23,111)
Dividends (4,897) - - - - - - - (4,897)
Balance as of 12.31.2010 291,743 868,509 351,733 71,193 65,431 514,067 - 270 2,162,946
Capital increase - - - - - 107874 - - 107,874
Equity in subsidiaries 26,280 46,899 9,042 3005 102,823 (1,359) - - 186,690
Write-offs/reclassification - - - - - (2,361) - (269) (2,630)
Dividends (6,742) - - (15,000) - - - - (21,742)
Balance as of 12.31.2011 311,281 915408 360,775 59,198 168,254 618,221 - 1 2433138
c) Goodwill / concession rights — company
Turnover
Subsidiaries Itasa CEE CESS Total
Balance as of 12.31.2009 1,145 - 34,635 35,780
Amortization (1,145) - (1,266) (2.411)
CEE Acquisition - 86,448 - 86,448
Balance as of 12.31.2010 - 86,448 33,369 119,817
Amortization - (576) (1,267) (1.843)
Balance as of 12.31.2011 - 85,872 32,102 117,974

Goodwill paid in the acquisition of subsidiaries is based on the present value of cash
flow projections obtained from financial and economic appraisals and arise from
the concession or authorization by Aneel granting the right to use a public asset

for energy generation. These amounts are being amortized during the term of the
concession or authorization agreement in function of their established useful life, as

economic benefits from the acquisition of these investments will arise throughout the

concesslon or authorization agreement’s term.
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d) Incorporation of Ponte de Pedra Energética S.A. into Energia
Ameérica do Sul Ltda. and of Energia Ameérica do Sul Ltda. into
Tractebel Energia S A.

On 12.30.2010 the Annual General Meeting unanimously approved the incorporation of
Ponte de Pedra (PPESA) into Energia Ameérica do Sul Ltda. and the latter's incorporation into
Tractebel Energia, upon conversion of the net assets of these companies as of 11.30.2010.

PPESA has installed capacity of 176.1 MW and assured energy of 131.6 average MW. The
net assets incorporated had a book value of R$803,218 and fair value at R$791,870.

e) Information on the Company's subsidiaries

Tractebel Energia’s simplified corporate structure is presented in the management
report, which is an integral part of the complete financial statements.

el) Ita Energética S A. (Itasa) — jointly controlled subsidiary

[tasa has as business purpose the exploitation of Ita Hydroelectric Power Plant, in a joint

venture by means of a consortium, upon concession granted by the Federal Government

through Aneel, with a 35-year term of effectiveness, as from 12.28.1995. The plant is
located on the Uruguay River, on the border of Santa Catarina and Rio Grande do Sul
states and has an installed capacity of 1,450 MW and average assured energy of 720 MW,
Under the Consortium Agreement, Itasa is entitled to 60.5% of 668 average MW.

The project's other 52 MW of assured energy are directly held by Tractebel Energia.

The amounts and prices of the energy
supplied directly to shareholders were set
through agreements effective through
10.16.2030. For further details on energy
agreements, please refer to Note 34 —
Related Party Transactions.

Shares representing Itasa’s capital stock
are held by Tractebel Energia, Companhia
Siderurgica Nacional (CSN), and
Companhia de Cimento Itambeé, equal to
4875%, 48.75% and 2.50%, respectively.

Itasa's major asset, liability and profit or
loss groups are stated below and these
iters were consolidated in the financial
statements proportionately to the
Company's investments in the subsidiary’s
capital stock:

Balance sheet 12.31.2011 12.31.2010
ASSETS
Current assets 81,729 82,595
Non-current assets
Long-term receivables 44,239 48,847
Property, plant and equipment 675,349 710,326
Intangible assets 18 10,267
TOTAL ASSETS 801,335 852,035
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities 100,175 113,697
Non-current liabilities 62,637 139,893
Shareholders’ equity 638,523 598,445
TOTAL LIABILITIES 801,335 852,035
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STATEMENT OF INCOME FOR THE YEAR 12.31.2011 12.31.2010
NET OPERATING REVENUES FROM SALES 242,913 222,597
COSTS OF ELECTRICITY PRODUCTION (120,277) (108,045)
GROSS INCOME 122,636 114,552
OPERATING EXPENSES
General and administrative expenses (15,023) (19,190)
Other expenses, net (13,668) (736)
(28,691) (19,926)
Operating income 93,945 94,626
Financial expenses, net (12,275) (23,938)
INCOME BEFORE TAXES 81,670 70,688
Income tax and social contribution (27762) (24,068)
NET INCOME FOR THE YEAR 53,908 46,620

e.2) Companhia Energética
Estreito (CEE)

CEE was acquired from its parent GDF
SUEZ Energy Latin America Participacdes
Ltda. in August 2010. In October 2010, this
transaction was ratified at an Extraordinary
General Meeting (EGM) by unanimous
vote of the non-controlling shareholders
that voted the matter.

The acquisition was worth a total of
RS$798,744, and the book value of the
shareholders’ equity on the acquisition
date was R$712,296. The exceeding
amount of R$86,448 paid for the
acquisition is supported by future cash
flow projections and derive from the
concession of authorization by Aneel
granting the right to use a public asset for
energy generation. This amount is booked
under investments in the parent’s balance
sheet, and under property, plant and
equipment in the consolidated balance

sheet, as explained in Note 14 — Property, plant and equipment.

CEE holds a 40.07% interest at the Estreito Energia Consortium (Ceste), created for the
installation and exploitation of the Estreito Hydroelectric Power Plant (Estreito HPP). The
plant is located on the Tocantins River, on the borders of Tocantins and Maranh&o states,
In the cities of Estreito (Maranhao), Aguiamaopolis and Palmeiras do Tocantins (Tocanting),
and has a generation installed capacity of 1,087 MW and average assured energy for
trading of 641.08 MW. The concession duration is 35 years as of 11.26.2002, the execution
date of the Concession Agreement.

The other consortium members of Ceste are Companhia Vale do Rio Doce, Estreito
Energia S A—a company of the Alcoa Group—and Intercement Brasil SA—owned by the
Camargo Corréa Group—with interests of 30%, 25497%, and 4.447% respectively. CEE is the
consortium leader.

Estreito HPP's assured energy was traded with electrical energy distributors that
participate in the Regulated Contracting Market (ACR), through an Auction carried out by
the Federal Government, for a 30-year period starting on 01.01.2012. Of the total traded
amount, CEE accounted for 256 average MW, corresponding to its interest in Ceste.

During 2011, four of the eight generating units started up their commercial
operations, as follows:

Assured energy

belonging to CEE Commercial
Estreito HPP Installed capacity (MW) (Average MW) Operation Startup
1t Generating unit 135.87 52.01 04.29.2011
2n Generating unit 135.87 51.69 0702.2011
3 Generating unit 135.87 50.80 09.30.2011
4" Generating unit 135.87 3838 12.23.2011
543.48 192.88
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According to the installation schedule of
Estreito HPP, the startup of all generating
units is expected to be completed by the
third quarter of 2012.

e.3) Companhia Energética
Sao Salvador (CESS)

CESS holds the concession of the

S&o Salvador Hydroelectric Power
Plant, located on the Tocantins River,
in Sao Salvador do Tocantins and
Parand, Tocantins State, with minimum
installed capacity of 243.2 MW, and
148.5 average MW of assured energy.
The concession duration is 35 years

as of 04.23.2002, signature date of the
Concession Agreement.

A total of 148 average MW owned by
CESS were sold to electrical energy
distributors that participate in the
Regulated Contracting Market (ACR)
through an Auction carried out by the
Federal Government for a 30-year period

e4) Lages Bioenergetica Ltda.
(Lages)

Lages holds the authorization of
Aneel to operate as an independent
energy generator, through the Lages
thermoelectric power generating unit,
located in Lages, Santa Catarina State,
using a 28 MW steam turbo generator,
which consumes wood waste as fuel.
The authorization to build and operate
the project is effective for 30 years,
starting on 10.30.2002.

The subsidiary has an agreement to
sell 22 average MW per month to the
distributor that operates in the region
where the project is located, effective
through 03.31.2017.

In 2006, the Plant was registered with
the Executive Committee of the United
Nations Clean Development Mechanism
(CDM) to trade carbon credits for using
wood waste in energy cogeneration.

e.5) Tractebel Energia
Comercializadora (TBLC)

The company’s corporate purpose is the
trading of electrical energy on the spot
market, including the purchase, sale,
import and export of electrical energy,
as well as intermediation of any of these
operations and entering into business
transactions arising from these activities.

e.6) Tractebel Energias
Complementares
Participacdes Ltda. (TBLP)

The corporate purpose of TBLP is

to hold interest in other companies’
capital, and to carry out the alternative
energy projects developed by its parent
company Tractebel Energia.

The company has the following
Investments at book value:

Goodwill / Right to use public assets at parent company TBLP

Areia Pedra Projeto
Companies Tupan Hidropower Branca Beberibe do Sal Trairi Total
As at 12.31.2009 86,991 79,517 7,676 48,877 23,744 2,971 249,776
Additions - - - - - 162 162
Amortization (3.796) (3,714) (520) (2,073) (1,092) - (11,195)
As at 12.31.2010 83,195 75,803 7,156 46,804 22,652 3,133 238,743
Additions - - - - - 9,535 9535
Amortization (3,795) (3,458) (371) (2,074) (1,092) - (10,790)
As at 12.31.2011 79,400 72,345 6,785 44,730 21,560 12,668 237,488

The goodwill/use rights amounts paid by TBLP in the acquisitions of the
abovementioned companies were determined based on the present value of cash
flow projections obtained from financial and economic appraisals and arise from the
acquisitions of use rights granted by Aneel for exploitation of hydroelectric or wind
potential for energy generation.

In the consolidated balance sheet these amounts correspond to the adjustment to fair

value of authorizations for exploitation of hydroelectric and wind power potentials.
These amounts were recorded as a single asset under the group of property, plant
and equipment, pursuant to the Application Guide of IFRS 3 and CPC 15 — (Business
Combinations), allowing for the recognition of the fair value of the authorization
and of the generation unit as single assets whenever these assets cannot be sold or
transferred separately.

Goodwill/use rights are being amortized
during the term of the authorization
agreements, since economic benefits
from the acquisition of investments

will be recognized throughout the
authorization term. In addition, the
useful life of these assets is limited to the
term of the agreements.

The main information on the
subsidiaries of TBLP, as at 12.31.2011, is
described below:

Installed Contracted Sale

capacity Operation  Authorization Location — City energy agreement
Companies Plant (MW) startup expiration (State) (GWh/year) term
Tupan SHP 26.60 12.2007 12.2032 Rondonopolis (MT) 85.51 2027
Hidropower SHP 2370 02.2007 12.2032 Rondonopolis (MT) 80.79 2027
Areia Branca SHP 19.80 03.2010 05.2030 Caratinga (MG) 90.84 2030
Beberibe Wind Farm 2560 09.2008 08.2033 Beberibe (CE) 68.52 2028
Pedra do Sal Wind Farm 1785 12.2008 10.2032 Parnaiba (PI) 4961 2028
Ibitiuva Biomass 33.00 05.2010 04.2030 Pitangueiras (SP) 175.20 2025

starting in January 2011.
Areia
Branca Beberibe Pedra Ibitiuva

Tupan?!® Hidropower 12 % do Sal* 15 EEN 16 Other
12.31.2010
Interest 99.99% 99.99% 99.99% 99.99% 99.99% 99.99% 99.99% 99.99%
Total assets 94,798 71,798 149,133 155,780 101,774 121,744 28 224
Shareholders’ Equity 34,379 38,323 74,701 53,564 30,601 42,058 28 220
Net revenue 11,704 9,497 10,940 18,552 12,943 11,232 - 138
Net Income (Loss) 288 1711 (2,288) 2,111 573 3,229 - (284)
12.31.2011
Interest 99.99% 99.99% 99.99% 99.99% 99.99% 95.0% 99.99% 99.99%
Total assets 85417 70,059 137803 151,013 99,979 127,256 63,598 -
Shareholders’ Equity 83,942 43,518 76,729 47012 29,338 45,545 63,523 -
Net revenue 16,534 11,815 14,428 13,144 11,797 26,463 - -
Net Income (Loss) 6,137 5,196 (1,342) (6,553) (1,262) 9,396 (314) -

10. Tupan Energia Elétrica S.A.
1. Hidropower Energia S.A.
12. Hidrelétrica Areia Branca S.A.
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13. Edlica Beberibe S.A.
14. E6lica Pedra do Sal S.A.
15. Ibititiva Bioenergética S.A.

16. Energias Eélicas do Nordeste S.A.

Companies Tupan, Hidropower, Beberibe, Pedra do Sal and Areia Branca have their
reference power contracted by Centrais Elétricas Brasileiras S.A. (Eletrobras) through
Proinfa (Alternate Electric Power Sources Incentive Program). The contracted amount
1s periodically adjusted as per the energy that is effectively generated by such plants.
[bitiiva sold its energy at a Reserve Energy Auction promoted by Aneel in 2008, for a
15-year term beginning in 2010.
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New wind power
generation projects

In August of 2009, TBLP acquired, for
R$2,998, some companies that own
wind power generation projects of the
so-called Trair{ Project located in Cear3,
whose installed capacity totals 121.9 MW.

The acquired projects have wind
measurements, power generation
certification, preliminary environmental
licenses, and leasing agreements.

The basic and environmental impact
projects, required for the implementation
license, are currently being executed.

In March 2011, Tractebel Energia’s
Board of Directors approved the
Implementation of five wind farms for
the sale of electrical energy in the free
market: four in the state of Ceara, as
mentioned above, and one in the state
of Plaui. These projects total 1454 MW,
with estimated total investment of
R$625,600.

In August 2011, Tractebel Energia decided
to integrate the five companies that

will develop these wind power projects
Into a single holding controlled by TBLP,

named Energias Edlicas do Nordeste
S.A. (EEN). A significant portion of the
trading capacity of these plants was
sold to free customers in medium and
long term contracts.

Aneel has already granted the
authorizations for the companies

to establish as independent energy
producers. The Company has also
contracted the companies responsible
for supplying the equipment and
assembling the 63 towers and wind
turbines, each with generation capacity
of 2.3 MW. The executive projects are
being prepared, the equipment is being
manufactured, and the construction
works have already started at the

wind farms in Ceara. The Company

1s currently awaiting the installation
permit for the project located in Plaul.
The construction of the wind farms is
expected to be completed in 2013.

The Company is negotiating a credit
facility with the National Economic and
Social Development Bank (BNDES) in
order to finance the projects.

Below you will find further information
on the projects.

Installed Location -
Companies Plant capacity City (State)
Central Edlica Mundau S A. Central Edlica Mundau 30.0 MW Trairi (CE)
Central Eolica Guajiru S.A. Central Eolica Guajiru 30.0 MW Trairl (CE)
Central Eolica Fleixeiras [ SA.  Central Edlica Fleixeiras | 30.0 MW Trairi (CE)
Central Edlica Trairt S.A. Central Edlica Trairt 254 MW Trairi (CE)
Edlica Porto das Barcas S.A. Eolica Porto do Delta 30.0 MW Parnaiba (PI)

14. PROPERTY, PLANT AND EQUIPMENT

a) Breakdown

Parent Company (BRGAAP)

12.31.2011 12.31.2010
Average
depreciation rate Adjusted  Accumulated

(%) cost  depreciation  Net value Net Value

In operation
Reservoirs, dams and pipelines 28 4,403,730 (2,120,653) 2,283,077 2,422,496
Buildings and improvements 31 1,278,692 (698,398) 580,294 595,343
Machinery and equipment 41 5,492,866 (3,381,448) 2,111,418 2,227806
Vehicles 200 1,643 (1,147) 496 714
Furniture and Fixtures 10.0 8,518 (3.971) 4,547 2,748
11,185,449 (6,205,617) 4,979,832 5,249,107
Special obligations (13,535) - (13,535) (10,223)
11,171,914 (6,205,617) 4,966,297 5,238,884

In progress
Buildings and improvements 12,625 - 12,625 5,054
Machinery and equipment 63,210 - 63,210 67994
Acquisitions to be apportioned 6,050 - 6,050 3,338
81,885 - 81,885 76,386
11,253,799 (6,205,617) 5,048,182 5,315,270
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2010
Average
depreciation rate Adjusted Accumulated

(%) cost  depreciation Net Value Net Value

In operation
Reservoirs, dams and pipelines 25 6,807,459 (2,257034) 4550425 3,268,782
Buildings and improvements 31 1,746,251 (754,483) 991,768 986,857
Machinery and equipment 39 7323739 (3,603,332) 3,720,407 3,470,028
Vehicles 200 1,966 (1,442) 524 755
Furniture and Fixtures 10.0 9,888 (4,304) 5,584 3,823
15,889,303 (6,620,595) 9,268,708 7,730,245
Special obligations (13,660) - (13,660) (10,348)
15,875,643 (6,620,595) 9,255,048 7,719,897

In progress

Reservoirs, dams and pipelines 10,892 - 10,892 404,336
Buildings and improvements 12,836 - 12,836 475,204
Machinery and equipment 182,187 - 182,187 888,601
Advances to suppliers 106,980 - 106,980 70,626
Acquisitions to be apportioned 317208 - 317208 417345
630,103 - 630,103 2,256,112
16,505,746 (6,620,595) 9,885,151 | 9,976,009

"Acquisitions to be apportioned” are the amounts that will be proportionately
apportioned to the cost of the assets when the construction works are completed.
A significant portion of this amount corresponds to interest on funding, capitalized

during the construction works.
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b) Changes in property, plant and equipment

Parent Company (BRGAAP)

Property,
Reservoirs, Machinery plant and
dams and  Buildings and and equipment Special
pipelines improvements equipment Other inprogress obligations Total
As at 12.31.2009 1,860,955 538,224 2,020,606 3,059 112,466 (10,395) 4,524,915
PPESA incorporation 655,125 86,871 278,267 177 1,011 - 1,021,451
Additions - - - - 78470 491 78,961
Transfers 230 2,924 111,551 856 (115,561) - -
Write-offs - (1) (902) (18) - (319) (1,240)
Depreciation (93,814) (32,675) (181,716) (612) - - (308,817)
As at 12.31.2010 2,422,496 595,343 2,227,806 3,462 76,386 (10,223) 5,315,270
Additions - - - - 96,918 (3,312) 93,606
Reclassification - - - - 5,699 - 5,699
Transfers (21,437) 19,306 93,875 5,374 (97118) - -
Write-offs - - (5,388) (16) - - (5,404)
Depreciation (117982) (34,355) (204,875) (3,777) - - (360,989)
As at 12.31.2011 2,283,077 580,294 2,111,418 5,043 81,885 (13,535) 5,048,182
Consolidated (BRGAAP and IFRS)
Property,
Reservoirs, Machinery plant and
dams and  Buildings and and equipment Special

pipelines improvements equipment Other inprogress obligations Total
As at 12.31.2009 3,354,601 1,011,279 3,414,684 3,611 363,574 (10,520) 8,137,229
CEE acquisition - - - - 1,940,576 - 1,940,576
Additions - - - - 352,371 491 352,862
Transfers 65,111 28,639 301,369 1,761 (396,880) - -
Write-offs - (7) (1,209) (42) (3,529) (319) (5,106)
Depreciation (150,930) (53,054) (244.816) (752) - - (449,552)
As at 12.31.2010 3,268,782 986,857 3,470,028 4,578 2,256,112 (10,348) 9,976,009
Additions - - - - 400,847 (3,312) 397535
Reclassification - - - - 5,699 - 5,699
Transfers 1,445,395 55,338 526,394 5,428 (2,032,555) - -
Write-offs - - (5,585) (16) - - (5,601)
Depreciation (163,752) (50,427) (270,430) (3.882) - - (488,491)
As at 12.31.2011 4,550,425 991,768 3,720,407 6,108 630,103 (13,660) 9,885,151

c) Adjustment to fair value of property, plant and equipment

Pursuant to CPC 27 — Property, Plant and Equipment, and ICPC 10 - Clarifications
on CPC27 and CPC28, on 01.01.2009 (first-time adoption of the IFRS and CPC) the
Company adopted the fair value as the deemed cost of property, plant and equipment
of its plants that had a book value substantially lower than or higher than its fair value.
The adjustment to fair value of property, plant and equipment, net of deferred income
tax and social contribution, is offset by the shareholders’ equity account denominated
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"Assets valuation adjustment”.
Depreciation over said adjustment

will not affect the calculation basis of
Income tax and social contribution or
the basis for the payment of dividends.

The balances of property, plant and
equipment as at 12.31.2011 and
12.31.2010 included the to fair value
adjustment, net of depreciation, of

R$982,326 and R$1,073,015, respectively.

Depreciation over the adjustments to
fair value for the years ended 12.31.2011
and 12.31.2010 was R$86,595 and
R$87509, respectively.

d) Recognition of the onerous
concession contracted

or acquired in a business
combination

Up to the first-time adoption of the
IFRS and CPC on 01.01.2009, onerous
concessions and authorizations
granted by the Federal Government
for the use of public assets to generate
hydroelectric energy, contracted or
acquired in a business combination,
were recorded based on the best
reference identified in the international
financial reporting standards (IFRS),
once there were no specific accounting
principles that addressed this matter in
the Brazilian standards. Therefore, the
Company used the Application Guide
of IFRS 3 — Business Combination as a
reference to record such transactions,
because IFRS 3 allows for the
recognition of the fair value of the
concession and of the property, plant
and equipment as a single asset in the
financial statements whenever these
assets cannot be sold or transferred
separately.

In accordance with this interpretation,
the Company recognized the onerous
concession and the authorizations
contracted or acquired in a business
combination as a single asset under

Property, plant and equipment, broken
down by the nature of the assets
proportionally to their acquisition cost.
This was the procedure the Company
used even before the adoption of

IFRS and CPC became mandatory on
01.01.2009, and it was maintained for
the transactions made after that date so
as to ensure consistency.

The balances of these concessions

and authorizations for the use of

a public asset to generate energy

are R$589,727 and R$612,198 as at
12.31.2011 and 12.31.2010 respectively
at the parent company, and R$1,142,403
and R$1,205,286 as at 12.31.2011 and
12.31.2010 respectively at consolidated.

e) Depreciation of assets
comprising the Plants’ Original
Project

Based solely on its interpretation of

Law 8,987/95 and Decree 2,003/96,

the Company understands there is

no guarantee of indemnification by

the Granting Authority of the residual
amount of the assets that comprise the
Original Project by the end of the term
of the concession and authorization of
the hydroelectric projects. Therefore,

as of 01.01.2007, the Company began

to depreciate said assets at the rates
determined by Aneel, which are limited
to the concession term, even though
the agreements and the law provide

for the possibility that the concession
be renewed. It is worth mentioning

that all property, plant and equipment
assets acquired before 01.01.2007 were
recorded at their deemed cost based on
the appraisal of their fair values upon the
transition to the IFRS standards and new
CPCs, on 01.01.2009.
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f) Allocation of financial

recoverable amount, an impairment

. . . , Installed Capacity
Interests 1oss is recognized in profit or loss for the Authorizations Authorization Holder (MW) Date of Execution Maturity
period. So far, there is no indication of
Payable financial interest relating to impairment in the Company’s assets. Jorge Lacerda Thermoelectric Complex Tractebel Energia 857 09.28.1998 09.272028
financing and to the concession are Charqueadas TPP Tractebel Energia 72 09.28.1998 09.272028
recognized under Property, plant and
gnized pert. b h) Concessions and Alegrete TPP Tractebel Energia 66 09.28.1998 09.272028
equipment in progress during the authorizations by the
construction of the power plants. R lat A Y Willian Arjona TPP Tractebel Energia 190 06.02.2000 04.28.2029
. : egulator enc
Interests recognized in 2011 and 2010 J Y AJENCY Ibitiva Bionergética TPP Andrade Consortium # 33 04.052000 04.042030
were R$101,033 and R$37237, respectively.  The Company and its subsidiaries have the ) )
. . - Lages Cogeneration Unit Lages 28 10.30.2002 10.29.2032
following concessions and authorizations
g) Impairment of assets for electrical energy generation: Rondonopolis SHPP Tupan 27 1219.2002 12.18.2032
The Company periodically reviews Engenheiro José Gelazio da Rocha SHPP Hidropower 24 12.192002 12.18.2032
property, plant and equipment items and Areia Branca SHPP Areia Branca 20 05.03.2000 05.02.2030
intangible assets to look for any indication Pedra do Sal WF Pedra do Sal 18 10022002 1001.2032
that these assets may be impaired,
or whenever events or Signiﬁcant Beberibe WF Beberibe 26 08.04.2003 08.03.2033
changes indicate that the book value Porto das Barcas WF Porto das Barcas 30 08.30.2011 07.09.2041
of these assets may not be recoverable. - .
. Trairt WF Trairl 25 09.20.2011 08.272041
If the book value exceeds the asset's
Guajiru WF Guajiru 30 09.20.2011 08272041
Mundau WF Mundau 30 09.20.2011 08.272041
Installed
Capacity Date of Fleixeiras I WF Fleixeiras 30 09202011 08.272041
Concessions Concessionaire (Mw) Execution Maturity
Salto Santiago HPP Tractebel Energia 1420 09281998 09272028 c 215
The Company owns 21.2 MW of the installed capacity of the Ibitiiva Bioenergeética
Salto Osério HPP Tractebel Energia 1078 09281998 09272028 pany pacty 9
Thermoelectric Power Plant
Passo Fundo HPP Tractebel Energia 226 09281998 09272028
Ita HPP Tractebel Energia/ltasa 1450 12281995  10.16.2030 1) Restriction on assets
Machadinho HPP Tractebel Energia 1140 07151997 0714.20%2 According to Articles 63 and 64 of Decree 41,019, of February 26, 1957, assets and
Cana Brava HPP Tractebel Energia 450 08271998 08.26.2033 facilities used in the generation, transmission, distribution and sale of electrical energy
Ponte de Pedra HPP Tractebel Energia 176 10011999 09302034 are linked to such services and cannot be removed, disposed of or pledged as mortgage
S50 Salvador HPP CESS 243 04232002  04.222037 guarantees without the prior and express authorization of the Regulatory Agency. Aneel
Estreito HPP Coste 7 1087 11262002 1126.2037 Resolution 20/99, of March 02, 1999, determines that assets be detached from the

Electric Power Public Utility concession, granting prior authorization for the detachment
of assets that are not serviceable for the concession, when meant for disposal, and
further sets forth that the proceeds of disposals be deposited in a blocked bank account

The Company owns—directly and indirectly—1,090 MW, 404 MW and 435.6 MW of the _ o .
for investing in the concession.

Installed capacity of the Ita, Machadinho and Estreito hydroelectric power plants, which

correspond to its equity interest and/or consortium interest. .
J) Federal Government assets used by the Company

The Company holds and operates the Alegrete Thermoelectric Power Plant, composed
of two generating units with a total capacity of 66 MW and a residential village with 15
houses, located in Alegrete, Rio Grande do Sul State, owned by the Federal Government
and granted under special use.

17.The consortium members are the subsidiary
Companhia Energética Estreito (40.07%), Vale S.A.
(30,%), Estreito Energia S.A. (a company of the Alcoa
Group, with 25.49%), and Intercement Brasil S.A. (a
company of the Camargo Corréa Group, with 4.44%).

18.The consortium members are subsidiary Ibititiva
Bioenergética S.A. (72.90%), and Andrade Acticar e
Alcool (27.10%).

227 <« Tractebel Energia . Sustainability Report . 2011

Tractebel Energia . Sustainability Report . 2011 » 228



15. INTANGIBLE ASSETS

a) Breakdown

Parent Company (BRGAAP)

12.31.2011 12.31.2010
Adjusted Accumulated Adjusted Accumulated
cost amortization Total cost amortization Total
Right to use 25,618 (14,794) 10,824 21,896 (11,762) 10,134
Goodwill merged from CEM ¥ 44578 (39,550) 5,028 44578 (35,241) 9,337
70,196 (54,344) 15,852 66,474 (47,003) 19,471
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2010
Adjusted Accumulated Adjusted Accumulated
cost amortization Total cost amortization Total
Right to use 29,988 (15,696) 14,292 25,887 (12,387) 13,500
Right to purchase energy 64,561 - 64,561 64,561 - 64,561
Rights of Trairl Project 12,668 - 12,668 3,133 - 3,133
Goodwill merged from CEM 44578 (39,550) 5,028 44,578 (35,241) 9,337
Goodwill merged from Itasa 72,793 (72,793) - 72,793 (67803) 4,990
224,588 (128,039) 96,549 210,952 (115,431) 95,521

The rights to use and to purchase energy

have finite useful lives. The first is being

the goodwill from ltasa ended in December 2011, and goodwill from CEM will be
amortized up to February 2013.

amortized within five years and the second

will be amortized during the purchase
agreement term from 2013 to 2023.

Goodwill amounts from Itasa and

merged subsidiary CEM also have a
finite useful life. The amortization of

b) Changes

The rights of the Trairi Project correspond to the fair value of the basic
environmental projects, power generation certification, wind measurements,

preliminary environmental licenses, and lease agreements acquired in a business
combination. The amortization of these rights will begin as soon as the wind farms
start the operations, and will be limited to the term of the authorization of the
respective plants.

Consolidated
Parent Company (BRGAAP and
(BRGAAP) IFRS)
As at 12.31.2009 18,238 118,033
Right to use 5,904 6,652
Right to use — CEE acquisition - 1,860
PPESA incorporation 706
Transfers - (19.251)
Amortization (5.377) (11,773)
As at 12.31.2010 19,471 95,521
Additions 3,722 13,757
Transfers to property, plant and equipment - (121)
Amortization (7341) (12,608)
As at 12.31.2011 15,852 96,549
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19. Companhia Energética Meridional, wholy-owned

subsidiary merged by the Company in 2008.

16. supPPLIERS
Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Charges on the use of power grid 93,500 81,003 98,979 84,857
Purchased electricity 98,408 53,569 87970 104,203
Transactions with CCEE 371 1,337 689 1,337
Material and services 24,424 34,686 32,494 45,467
Fossil fuels/biomass 1,037 3,491 873 926
Property, plant and equipment suppliers 1,900 - 13,331 32,061
219,640 174,086 234,336 268,851
17. TAXES AND SOCIAL
CONTRIBUTION PAYABLE
Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Federal taxes
Income tax 277673 305,174 297121 307026
Social Security Contribution 80,131 89,004 86,091 91,006
PIS and Cofins (Taxes on Revenue) 19,142 20,082 22,192 21,212
INSS 3,663 4,593 4228 3,960
Other 1,389 1,185 1437 1277
381,998 420,038 411,069 424,481
State tax
ICMS 7443 10,461 26,584 32,225
City tax
ISS 471 589 854 1,231
389,912 431,088 438,507 457,937

The Company has been paying the income tax and soclal security contribution on a
monthly basis over an estimated calculation basis, in line with current legislation.
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18.10ANS AND
FINANCING

a) Breakdown

Parent Company (BRGAAP)

12.31.2011 12.31.2010
Non- Non-
Current current Total Current current Total
Domestic currency
Bank of America Merrill Lynch - 430,000 430,000 - - -
BNDES 14,965 4,988 19,953 14,965 19,953 34,918
Eletrobras - - - 10,796 - 10,796
Banco do Brasil - - - 3,529 - 3,529
Interests 8,886 - 8,886 171 - 171
23,851 434,988 458,839 29,461 19,953 49,414
Foreign currency
STN?0 12,374 97605 109,979 15425 104,500 119,925
BNP Paribas (Floating Rate Note) - 97088 97,088 - 88,964 88,964
Interests 5,139 - 5,139 4,691 - 4,691
17,513 194,693 212,206 20,116 193,464 213,580
41,364 629,681 671,045 49,577 213,417 262,994
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2010
Non- Non-
Current current Total Current current Total
Domestic currency
Bank of America Merrill Lynch - 430,000 430,000 - - -
Eletrobras - - - 10,796 - 10,796
BNDES 106,829 1,319,263 1,426,092 73,064 1,297.836 1,370,900
Banks (BNDES Onlending) 82,910 960,757 1,043,667 56,086 1,001,920 1,058,006
Banco do Brasil 3,966 19,169 23,135 7495 23,135 30,630
BRDE 4,556 - 4,556 6,835 4,556 11,391
CEF - - - 5777 46,234 52,011
Charges 18,150 - 18,150 9,245 - 9,245
216,411 2,729,189 2,945,600 169,298 2,373,681 2,542,979
Foreign currency
STN 12,374 97605 109,979 15,425 104,500 119,925
BNP Paribas (Floating Rate Note) - 97088 97,088 - 88,964 88,964
Charges 5,139 - 5,139 4,691 - 4,691
17,513 194,693 212,206 20,116 193,464 213,580
233.924 2.923.882 3.157.806 189.414 2.567.145 2.756.559

20. National Treasury Secretariat (STN), net of deposited guarantees.
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b) Changes in loans and financing

Parent Company (BRGAAP)

Consolidated (BRGAAP and IFRS)

Non- Non-

Current current Total Current current Total
As at 12.31.2009 67,954 276,776 344,730 221,346 1,465,106 1,686,452
CEE acquisition - - - - 1,160,521 1,160,521
Additions - - - - 276,751 276,751
Transfers 44,861 (44,861) - 352,659 (352,659) -
Accrued interest 22,777 (3,947) 18,830 126,070 60,683 186,753
Capitalized interest - - - (5,988) (28,706) (34,694)
Changes in foreign exchange rates (779) (14,551) (15,330) (779) (14,551) (15,330)
Amortization of principal (64,458) - (64,458) (390,131) - (390,131)
Amortization of interest (20,778) - (20,778) (113,763) - (113,763)
As at 12.31.2010 49,577 213,417 262,994 189,414 2,567,145 2,756,559
Additions - 430,000 430,000 502,799 502,799
Transfers 26,001 (26,001) - 256,485 (256,485) -
Accrued interest 36,489 (3,996) 32,493 150,186 191,441 341,627
Capitalized interest - - - - (97.279) (97.279)
Changes in foreign exchange rates 1915 16,261 18,176 1915 16,261 18,176
Amortization of principal (44,557) - (44,557) (222,615) - (222,615)
Amortization of interest (28,061) - (28,061) (141,461) - (141,461)
As at 12.31.2011 41,364 629,681 671,045 233,924 2,923,882 3,157,806

Main events occurred in 2011:

— Loan from Bank of America Merrill Lynch

In July 2011, the Company signed a loan agreement with Bank of America
Merrill Lynch in the amount of US$273,537 (equivalent to R$430,000). The main
contractual conditions are as follows:

« Interest rate: 2.6236% p.a. (fixed).

= Maturity of principal: 0720.2013, 01.20.2014, and 07.20.2014.

« Amortization of interest: quarterly, from 10.20.2011 to 07.20.2014.

» Covenants: EBITDA/consolidated financial expenses > 2.0, and Consolidated
debt/EBITDA < 3.5.

In order to hedge its future cash flows from USD fluctuations, the Company contracted
a R$430,000 swap with the Brazilian subsidiary of the same financial institution that
granted the loan, which ensures the Company a variable position corresponding to the
USD fluctuation plus interest of 2.6236% p.a. and a fixed position equal to 98% of the CDI
Interbank Deposit Rate. The financial institution that granted the loan guarantees the
payment of all cash flows from the swap transaction in case its Brazilian subsidiary fails
to honor the contracted obligations. Maturity of principal and amortization of the loan
and swap interest will happen on the same dates. do empréstimo e do swap ocorrerdo
exatamente nas mesmas datas.
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The Company has the right to settle - BNDES funding e) Maturity of loans and financing under non-current liabilities
the principal and the financial charges

on the loan and swap on a net basis, if In 2011, BNDES released RS64,403 Parent Company (BRGAAP) Consolidated (BRGAAP and IFRS)
necessary, and will do so simultaneously referring to an additional facility for the Domestic Foreign Domestic Foreign
with its respective maturities, as Company to finish building the Estreito currency currency Total currency currency Total
provided for in the agreements. HPP. The outstanding balance of this 2013 148,322 8,072 156,394 333,892 8,072 341,964
loan, which is still to be released, is 2014 286,666 3,920 290,586 452,254 3,920 456,174
Therefore, the financial instruments and RS$38,860 as at 12.31.2011. 2015 - 97088 97088 166,059 97088 263,147
their respective charges are considered 2016 - - - 166,611 - 166,611
a single financial instrument and are — Advanced payment of loan from the 2017 - - - 166,587 - 166,587
presented on a net basis in the balance Caixa Econ6mica Federal (CEF) 2018 to 2022 - - - 797940 - 797,940
sheet and in the Company’s results, 2023 to 2027 - 85,613 85,613 494,893 85,613 580,506
as a single financial instrument, better In December 2011, subsidiary Tupan 2028 to 2029 - - - 150,953 - 150,953
reflecting the amounts and the indication prepaid the whole of a loan from the 434,988 194,693 629,681 2,729,189 194,693 2,923,882
of future cash flows, as well as the risks CEF in the amount of R$49427

this cash flow will be exposed to.

f) Contractual conditions
As a consequence, the effect on the

Company's financial result from the

Payment conditions

) i Interest Maturity Principal and interest
contracting of the aforementioned -
financial instruments will be equivalent Domestic currency
to 98% of the CDIL. Parent Company
BNDES TILP + 4% pa® 042013 Monthly
Bank of America Merrill Lynch 98% of CDI 072014 Principal: 072013, 01.2014 and
072014
Interest rate: quarterly
, o Subsidiaries
c) Breakdown by foreign currency and local indices 09.2013 a
BNDES TILP + (1.89% to 4.0% p.a) @ 06 5029 Monthly
Parent Company (BRGAAP) Consolidated (BRGAAP and IFRS) BNDES - Social Credit® TJLP 06.2018 Monthly, after 072012 ©
12.31.2011 % _ 12312010 % | 12312011 % _ 12312010 % BNDES - B subloan® 45% pa. 012020 Monthly
Domestic currency Banks (BNDES Onlending)® TILP + (2.95% to 3.85% p.a.)® 09.2013 Monthly
CDI 438801 65.39 _ _ 438801 13.90 _ _ BRDE TILP + 2.25% p.a. @ 08.2012 Monthly
TILP 20038 2.99 35066 1333 | 2449427 7757 2465067 8943 Banco do Brasil 8.08% pa 102017 Monthly
Not indexed - - 14,348 546 57372 181 77912 2.82 .
458,839 68.38 49,414 18.79 | 2,945,600 93.28 2,542,979 92.25 Foreign currency
Foreign currency Parent Company | |
USS. dollar 111,737 16,65 121,747  46.29 111,737 354 121,747 442 STN Libor + 1075% pa. 04.2024 Semiannual
Euro 100,469 1497 91,833 3492 100,469 318 91,833 333 BNP Paribas Euribor+ 2.75% pa. 11.2015 Annual
212,206 31.62 213,580 81.21 212,206 6.72 213,580 7.75
671.045 100.00 62994 100.00 3157806 100.00 > 756.559 100.00 (a) The amount corresponding to the TILP installment that exceeds 6% p.a. is capitalized and merged into the principal of the financings.
- : : : : - : - - : (b) Funds exclusively assigned to the social and environmental projects of Estreito. The balance was R$16,344 as at 12.31.2011.

(c) Funds allocated to the acquisition of machinery and equipment for the Ibititiva plant. The balance was R$34,082 as at 12.31.201.

(d) The Banks are Itat Unibanco, Bradesco, Santander, and Votorantim.

d) Interest rates and changes in foreign currencies

(e) Interest will be paid quarterly from 11.2010 to 06.2012.

12.31.2011 12.31.2010 (f) Fixed rate includes a 15% bonus for payments made up to the maturity date.
CDI 11.60% 9.75%
TJLP 6.00% 6.00%
US. dollar 12.58% -431%
Euro 9.25% -11.14%
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g) Guarantees

g.1) Parent Company

Loans and financing in local currency

- Bank of America Merrill Lynch:
promissory note in the amount of
USS273,537 for Bank of America N.A.

- BNDES: letter of guarantee from Itau
Unibanco Holding S.A., in an amount
corresponding to the debt's outstanding
balance, in case of default, and effective
through 10.15.2013.

Loans and financing in foreign currency

- National Treasury (STN): (a)
assignment and transfer of the
receivables to the Federal Government,
up to the limit necessary to cover

the payment of the installments and
other interests due at each maturity
date; (b) pledged deposit amounting
to R$70,562 as at 12.31.2011 (R$60,420
as at 12.31.2010), which is stated as an
offsetting account of the underlying
financing, since it will be mandatorily
used to amortize the principal on the
maturity date. There are no guarantees
granted for the Company’s other loans
and financing in foreign currency.

g.2) Subsidiaries

BNDES and Banks (BNDES Onlending)

- Funding of hydroelectric power
projects: (a) pledge of rights arising
from the concession; (b) pledge of
receivables rights arising from electrical
energy purchase and sale agreements;
(c) reserve account in an amount
equivalent to three months of debt
service or banking guarantee; (d) reserve

account in an amount equivalent

to three months of operation and
maintenance contractual expenses,
applicable to the plants that outsource
services to execute these activities.

In addition to these guarantees to Itasa,
all shares issued are pledged; and to CEE
the pledge of dividends to be paid by
Tractebel Energia to GSELA.

- Funding of Wind Power, and Biomass
Projects, and Small Hydroelectric

Power Plants:(a) conditional sale of
assets and equipment; (b) all shares
representing the capital stock of the
subsidiaries; and (c) receivables and
reserve account. In addition to these
guarantees, Ibitiuva was granted a
corporate guarantee by Tractebel Energia.

BRDE: (a) assignment of receivables
from the electrical energy purchase
and sale agreement entered into with
a distributor that buys energy from the
Plant; (b) assignment of authorization-
related rights granted by Aneel to
establish as an independent producer
of electrical energy; (c) obligation to
maintain a reserve account with a
deposit equivalent to, on average, four
months of debt service.

Banco do Brasil:(a) all shares
representing the capital stock; (b)
receivables and reserve account; and (c)
corporate guarantee by Tractebel Energia.

n) Covenants

The Company has the following covenants provided for in its loan and financing agreements:

Debt

Covenants

Parent Company

Bank of America Merrill Lynch

EBITDA? /consolidated financial expenses > 2.0, and Consolidated

debt/EBITDA < 3.5

BNDES

Shareholders’ equity / total assets > 30%

Subsidiaries

BNDES and Banks (BNDES Onlending) - CEE and Areia Branca

Debt service coverage ratio > 1.2

BNDES and Banks (BNDES Onlending) - CESS, Beberibe and
Pedra do Sal

Debt service coverage ratio® > 1.3

BNDES and Banks (BNDES Onlending) - Itasa

Shareholders’ equity / total assets > 40%

Debt

Covenants

BNDES - Ibitiuva

i) Total General Indebtedness Ratio < 0.80
ii) Debt service coverage ratio > 1.3

BRDE

Current + non-current liabilities) / total assets < 66%

Banco do Brasil

(
(
(
(i) Shareholders’ equity / total assets > 0.35
(i) EBITDA Margin® (EBITDA/ROL) > 0.80
(iii) EBITDA/ financial expenses > 2.70

(iv) Total financial debt / EBITDA < 4.0

(v) Current assets/ current liabilities > 1.2
(vi) Debt service coverage ratio > 1.3

Financial covenants established in loan and financing agreements are being

performed by the Company, except for what is described below.

Indirect subsidiary Hidropower has restrictive clauses in its financing agreements that
require maintenance of certain financial ratios, among which are current liquidity,

debt service coverage and EBITDA margin.

Due to structuring matters, this company's current liabilities are above the level
Initially established upon the contracting of the financing, which has a negative effect
both on the liquidity ratio and on the debt service coverage ratio.

The Company had a waiver by Banco do Brasil by an occasional non-fulfilment of
any of the contract covenants until the liquidation of the debt. Debt is R$23,290 as at

12.31.2011 (RS27245 as at 12.31.2010).

21. EBITDA: Operating income - financial income -

depreciation and amortization.

22. Debt service coverage ratio: Cash generation from

the activity/Debt service

23. EBITDA Margin: EBITDA/ Net Operating Revenues
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19. DEBENTURES
a) Breakdown
12.31.2011 12.31.2010
Non- Non-
Current current Total Current current Total
Parent Company (BRGAAP)
15 Issue - 1% Series - - - 150,558 - 150,558
2n Issue - single series 149,046 299,328 448,374 - 420,668 420,668
3 Issue — single series - - - 604,064 - 604,064
4™ [ssue — single series - - - 80,000 320,890 400,890
Cana Brava - single series 15,880 8,526 24,406 14,437 24,406 38,843
Interest 18,614 - 18,614 46,119 - 46,119
Total Parent 183,540 307,854 491,394 895,178 765,964 1,661,142
Itasa — 1t and 2" Series - - - 9,034 16,380 25414
Interest - - - 805 - 805
Total Consolidated (BRGAAP 183,540 307,854 491,394 905,017 782,344 1,687,361
and IFRS)
b) Changes in debentures
Parent Company Consolidated
(BRGAAP) (BRGAAP e IFRS)
Non- Non-
Current current Total Current current Total
As at 12.31.2009 117,340 1,577,213 1,694,553 126,407 1,601,783 1,728,190
Transfers 839,509 (839,509) - 847699 (847699) -
Accrued interest 152,804 5,093 157,897 155,947 5,093 161,040
Monetary variation 16,214 23,167 39,381 19,562 23,167 42,729
Amortization of principal (77159) - (77,159) (87718) - (87,718)
Amortization of interest (153,530) - (153,530) (156,880) - (156,880)
As at 12.31.2010 895,178 765,964 1,661,142 905,017 782,344 1,687,361
Transfers 484,054 (484,054) - 500434 (500,434) -
Accrued interest 87387 2,509 89,896 89,109 2,509 91,618
Monetary variation 9971 23,435 33,406 11,058 23,435 34,493
Amortization of principal (1,169,274) - (1,169,274) (1,195,775) - (1,195,775)
Amortization of interest (123,776) - (123,776) (126,303) - (126,303)
As at 12.31.2011 183,540 307,854 491,394 183,540 307,854 491,394

In 2011, the Company amortized the following debentures, early or on the maturity dates.

Amount Date
Parent Company
3 Issue 637175 04.01.2011
15t Series of 1% Issue 169,280 04.29.2011
4" Issue 414,845 0721.2011
Subsidiary
2" series issued by subsidiary Itasa 14771 06.01.2011
1t series issued by subsidiary [tasa 14,257 12.02.2011
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Early settlement

In 2011, the Company advanced the
settlement of the 4th issue debentures
in the amount of R$414,845, including
the R$4,000 fine paid for the early
settlement. This amortization was done
with part of the funds from the Merrill
Lynch loan mentioned above. The

c) Contractual conditions

settled debentures had a total cost of 110% of the CDI and the final annual installment
of amortization of the principal would mature in November 2015.

Subsidiary Itasa also advanced the settlement, with its own resources, of its 1st and
2nd series debentures in the amount of R$59,545 in 2011. The amount corresponding
to the Company's interest was R$29,028. The debentures had a cost of IGP-M + 94%
p.a., and were payable in annual installments with final maturity on June 2013.

Payment conditions

Interest / Monetary
Number Remuneration Variation Principal Guarantee
Parent Company
. . 3 installments on
nd _ 24 o,
2nd Issue — single series 35,000 [PCA* + 7% pa. Yearly on 05.15 05.2012/13/14 No guarantee
Cana Brava — Single Semiannual on 04.01  Semiannual on 04.01 Receivable from
series g 7773 TILP + 4% p.a® and 10.01, up to and 10.01, up to eneray sales
04.01.13 04.01.13 9y

d) Changes in IPCA and TJLP

12.31.2011 12.31.2010
IPCA 6.50% 591%
TJILP 6.00% 6.00%

e) Maturities of debentures stated in non-current liabilities

The debentures stated in non-current liabilities will mature in 2013 and 2014, in the
amounts of R$158,116 and R$149738, respectively.

f) Covenants

The following financial covenants are provided for in debenture agreements executed

by the Company:

Debt

Covenants

Tractebel Energia:

2nd Issue — single series

EBITDA /consolidated financial expenses > 2.0
Consolidated debt/EBITDA < 2.5

Cana Brava — Single series

Shareholders’ equity / total assets > 30%

The Company has been fully complying with the financial covenants provided for in

debenture agreements.

24. Extended Consumer Price Index (“IPCA”) as
published by IBGE.

25.The amount corresponding to the TILP installment
that exceeds 6% p.a.is capitalized, and included in
the face value of the debentures.
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2(0. CONCESSION FEES PAYABLE

Power plants / Payment years

Original amount

Restated amount

Annual payment

Total payment

Annual payment

Total payment

Ponte de Pedra HPP

From 01.01.2012 to 09.30.2019 200 1,550 527 4344
Parent Company (BRGAAP) Consolidated (BRGAAP and IFRS) From 10.01.2019 to 09.30.2020 16,200 16,200 45,804 45,804
12.31.2011 12.31.2010 12.31.2011 12.31.2010 From 10.01.2020 to 09.30.2034 31,109 435,531 87958 1,231,415
Cana Brava HPP 432721 373704 432721 373704 453,281 1,281,563
Ponte de Pedra HPP 395,652 347321 395,652 347321 S50 Salvador HPP
530 Salvador HPP - - 401132 579736 From 01012012 to 04.30.2037 20,000 508,333 41548 1,072,077
Estreito HPP - - 36,447 34,186
828,373 721,025 1,265,952 1,134,947 Estreito HPP
From 01.01.2012 to 12.31.2037 1,794 46,796 3,773 99,332
Classification on the balance sheet
Current liabilities 2,643 2,499 45,688 42,297
Non-current liabilities 825,730 718,526 1,220,264 1,092,650 a) Changes Parent Compan Consolidated
828,373 721,025 1,265,952 1,134,947 BRCAAD) (BROAAP o IFRS)
Non- Non-
Current current Total Current current Total
The Company has onerous concession equipment against liabilities. Additional information on the recording in assets can be As at 12.31.2009 1,857 307,432 309,289 37,419 920,055 957,474
agreements with the Federal Government found on Note 14 — Property, plant and equipment. Acquisition of Estreito - - - 2,831 31,355 34,186
to use public assets to generate electrical Incorporation of PPESA 514 346,807 347,321 - - -
energy at the following power plants: Considering that contractual amounts are stated at future prices, the Company Transfers 2,011 (2,011) - 38,649 (38,649) -
Cana Brava, Ponte de Pedra, Sdo Salvador adjusted them to present value based on reference discount rates on the date the Accrued interest - 31414 31414 - 92,220 92,220
e Estreito. The features of the businesses obligation was assumed. The discount rate to be used for concessions payable of Monetary variation - 34,884 34,884 - 87669 87,669
and the agreements show the condition Cana Brava, Sdo Salvador and Estreito was 10% p.a. and 8.28% p.a. for Ponte de Pedra. Amortizations (1,883) - (1,883) (36,602) - (36,602)
and the intention of the parties to As at 12.31.2010 2,499 718,526 721,025 42,297 1,092,650 1,134,947
execute them in full During the construction works of the plants, the adjustment to reflect the discount Transfers 2,672 (2,672) - 47834 (47,834) -
rate and monetary variation was capitalized in property, plant and equipment and, as Accrued interest - 66,543 66,543 - 112,407 112,407
In order to accurately reflect in of the beginning of the trading operations recognized directly in profit or loss. Capitalized interest - - - - (3754) (3,754)
shareholders’ equity the granted Monetary variation - 43,333 43,333 - 66,795 66,795
concession for consideration The original amounts contracted, monetarily restated by the annual IGP-M (Cana Amortizations (2,528) - (2,528) (44,443) - (44,443)
and the related obligation to the Brava, Ponte de Pedra and Estreito) and IPCA (S&o Salvador) variations, indicated As at 12.31.2011 2,643 825,730 828,373 45,688 1,220,264 1,265,952
Federal Government, the amounts below, will be paid in monthly installments of one twelfths (1/12) of the corresponding
corresponding to concessions were annual values.
recorded in property, plant and b) Maturities of concessions payable stated in non-current
liabilities
Parent Company Consolidated
Original amount Restated amount (BRGAAP) (BRGAAP and IFRS)
Power plants / Payment years Annual payment Total payment  Annual payment Total payment 2013 972 40712
Cana Brava HPP 2014 934 37062
From 01.01.2012 to 0731.2023 680 7990 2,138 25492 2015 899 33,742
2016 866 30,717
From 08.01.2023 to 07.31.2033 61,280 612,800 195,734 1957338 5017 836 27973
620,790 1,982,830 2018 to 2022 116,608 219461
2023 to 2027 338,942 402,786
2028 to 2032 313,937 353,563
2033 to 2037 51,736 74,248
825,730 1,220,264
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21.LABOR LIABILITIES

Parent Company (BRGAAP)

Consolidated (BRGAAP and IFRS)

12.31.2011 12.31.2010 12.31.2011 12.31.2010

Current liabilities
Kgx‘slg%xg;fggjjamg and 34,303 30,031 34,303 30,031
Provision for vacation and charges 15,744 13,918 16,423 14,679
Voluntary Resignation Program (PDV) 2,783 6,808 2,783 6,808
Other 201 3,327 201 3,363
53,031 54,084 53,710 54,881

Provision for profit sharing and management bonus

To complement the payment of fixed salaries, the Company has a variable

compensation system, annually paid and made up of two programs: (i) The Employee
Profit Sharing Program (PLR): applicable to all Company employees and paid in
accordance with the results achieved; and (ii) Management Bonus Program (PBG):

2.2 .RESEARCH AND DEVELOPMENT

PROGRAM (P&D) LIABILITIES

Parent Company (BRGAAP)

applicable to all employees who
hold management positions, paid in
accordance with the area’s results and

individual performances.

Consolidated (BRGAAP and IFRS)

Tractebel Energia’s Research and Development Program seeks technological
innovation for the power industry and the technical-scientific qualification of
Brazilian researchers, including topics for investment, such as: alternative sources for
power generation, management of basins and reservoirs, the environment, energy

maintenance and efficiency, among others.

2.3.PROVISIONS FOR

TAX, CIVIL AND LABOR RISKS

Tax, civil and labor-related suits and claims which, according to the Company's
legal counsel and Management, are subject to losses in the form of expenses, are
accrued in amounts considered sufficient to cover future disbursement to settle the

respective liabilities.

a) Breakdown

Parent Company (BRGAAP)

Consolidated (BRGAAP and IFRS)

12.31.2011 12.31.2010 12.31.2011 12.31.2010
Current liabilities
FNDCT 1,015 2,541 1,324 2714
MME 507 1,270 662 1,356
Projects 14,104 8,184 17404 10,921
15,626 11,995 19,390 14,991
Non-current liabilities
Projects 36,649 40,622 38,959 41,260
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Tractebel Energia, as a power generating company authorized for independent
production, is obliged to annually apply the amount of at least 1% of its adjusted net
operating revenue in research and development in the electric energy sector.

These funds have the following destination: (i) 40% to FNDCT (Brazilian Fund for Scientific
and Technological Development); (i) 40% to research and development projects
conducted by the Company, according to regulations established by Aneel; and (iil) 20%
to the Ministry of Mines and Energy (MME). R&D funds have the purpose of financing the
studies and researches for planning the expansion of the Brazilian energy system.

As at 12.31.2011, the Company and its
subsidiaries had R$56,363 to invest in
their own projects, including R$15,228
that had already been allocated to
ongoing projects, the remainder had
yet to be allocated to projects being

analyzed by the Aneel.

12.31.2011 12.31.2010 12.31.2011 12.31.2010
Probable tax risks
INSS 15,451 29,827 15,451 29,827
Other 2,418 2,433 2,418 2,433
17,869 32,260 17,869 32,260
Probable civil risks
Transmission System Usage Tariff 49603 37412 49603 37412
(TUST)
Agreements with suppliers 23,815 22,288 29,619 22,288
Pension benefit 9,787 26,844 9,787 26,844
Environmental 7069 6,317 7069 6,317
Occupational diseases and accidents 4407 6.536 4407 6,536
Sundry lawsuits 8,217 6,495 11,856 9,046
102,898 105,892 112,341 108,443
Probable labor risks 10,996 13,579 10,996 13,579
Total provisions for probable risk 131,763 151,731 141,206 154,282
Classification on the balance sheet
Current liabilities 7640 10,720 8615 10,866
Non-current liabilities 124,123 141,011 132,591 143,416
131,763 151,731 141,206 154,282
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a.1l) Probable tax risks

Brazilian Social Security Institute (INSS)

The balance as at 12.31.2011 mostly consists of a tax debt assessment notice (NFLD)
received for the nonpayment of the additional contribution for SAT (Occupational
Accident Insurance) for the period from April of 1999 to March of 2004, due to the lack
of evidence of the risk factor related to the work environment. The Company argues
that there is no basis in the legislation referred to in the notice for the mentioned
period, and that the additional contribution would be payable if the employee was
entitled to a special retirement benefit, which is not the case in said period.

Because the Social Security Board of Appeals denied the Company's appeal, the
Company decided to file an injunction to discuss the matter in October 2010 and
deposited in court, in the same month, the amount of R$11,946.

In July 2011, a court decision rejected the Company’s appeal. The Company then
filed a new appeal with the Regional Federal Court of Appeals (TRF). The provision
amounts to R$13,428 as at 12.31.2011 (R$16,478 as at 12.31.2010).

In December 2011, a final and unappealable decision was ruled in favor of the
Company, referring to a notification because of the alleged nonpayment of social
security charges on compensation paid to employees. The subject matter of the
notification was challenged by the Company, which argued that the amounts paid
under collective labor agreements were paid as indemnities. Due to the favorable
decision, the Company wrote off a provision in the amount of R$8,096.

a.2) Probable civil risks

Transmission System Usage Tariff (TUST)

Refers to the suit filed by the Company aiming at reducing the amount payable for the
TUST by Ponte de Pedra Hydroelectric Power Plant to an amount equivalent to that
charged from another plant with similar characteristics. From June of 2006 to January
of 2007 the Company started paying TUST with a reduction and provisioning and
depositing in a judicial account the difference between the amount charged and the
amount paid. From February of 2007, the Company replaced the judicial deposits for a
letter of banking guarantee.

Agreements with suppliers

The major risks of agreements with suppliers are as follows:

- Companhia de Interconexdo Energética (Cien) - refers to an indemnity lawsuit
filed by Cien claiming the right to receive the difference related to the foreign
exchange adjustment provided for in the energy sale agreement, and the termination
of such agreement due to an alleged breach of a clause.

Tractebel Energia filed an appeal in
March 2002. In September 2006, a
decision was made stating that Aneel
should be included in the suit as a
defendant, which would change the
jurisdiction from a State Court to a
Federal Court. Cien filed an appeal
against this decision. In October 2010,
it was determined that Aneel should
remain as a defendant and the lawsuit
was consequently transferred to a
Federal Court. Cien filed an appeal
once again. This appeal was accepted
in March 2011, and a decision was
made stating that the lawsuit should
be transferred back to a State Court.
The Company filed a special motion
against this decision, which is pending
review by the court as to admissibility
requirements. The amount provisioned
as at 12.31.2011 is R$19,754 (R$17959 as
at 12.31.2010).

- Energy Suppliers — refers to the
lawsuit requiring the collection of
amounts from transactions carried out in
the Wholesale Electrical Energy Market
(MAE), currently CCEE, during the energy
rationing period (September 2000 to
December 2002). In September 2011,
subsidiary Itasa was notified to pay the
amount involved in the suit, according
to a decision by a lower court judge.
However, because of the existence of
another lawsuit in which the subsidiary
requests the offsetting of amounts

with the same economic group that is
still pending a decision, the subsidiary
decided to contract a letter of guarantee
for the total amount of this suit (R$7479).
Therefore, the subsidiary waits for the
decision on whether this offsetting of
part of the amount with this economic
group will be made or not. This provision
amounts to RS5,631 as at 12.31.2011,

and the remainder (RS$1,848) is recorded
under non-current liabilities - ‘other”,
because it refers to invoices issued
against the subsidiary at that time, and
which are pending payment.

Pension benefit

Mainly refers to the lawsuit filed against
Fundacéo Eletrosul de Previdéncia e
Assisténcia Social (ELOS) and Eletrosul
Centrais Elétricas S.A. (Eletrosul), by
means of which ELOS participants

(the plaintiffs) require that the options
exercised by them of limiting their
contributions to ELOS to their salaries,
which resulted in the reduction of

thelr retirement benefits, be annulled

or, alternately, be declared ineffective.

A lower court decision, confirmed by
the Appeals Court of the State of Santa
Catarina, is against the interests of ELOS
and Eletrosul. In 2011 the Company
entered into an agreement with most

of the plaintiffs, which resulted in the
payment of R$2,021 and the assumption
of a debt payable in installments to
Fundacdo ELOS in the amount of
R$10,811. Due to this agreement, part of
the provision, in the amount of R$17338,
was written off and a provision in the
amount of R§9,469 (as at 12.31.2011) was
accrued to cover the risks relating to the
lawsuit of the plaintiffs that did not join
the agreement.

Environmental

The Company is party to five
environmental public civil lawsuits. The
subject matter of three of these actions
is the reforestation and implementation
of a 100-meter Permanent Preservation
Area (PPA) in the surroundings of the
reservoirs of the Salto Santiago and
Salto Osorio hydroelectric power plants.
In two of these lawsuits, the Company
was ordered to implement the PPA. The
subject matter of the other lawsuits

are alleged damage caused by the
filling of the reservoir of the Cana Brava
hydroelectric power plant and the
disposal of ashes of the Charqueadas

thermoelectric power plant. These
lawsuits are proceeding normally.

Occupational diseases and accidents

These refer to lawsuits filed by former
employees, mainly related to repetitive
stress injuries and possible damages to
hearing capacity. The initial forecasts

of an adverse judgment have not been
confirmed, and the results of these
lawsuits have been extensively favorable
to the Company. A provision is recorded
for each lawsuit, considering the likely
future disbursement the Company
expects to have to make in order to
close the suit through an agreement or
by an adverse judgment.

Sundry lawsuits

These refer mainly to lawsuits claiming
the rural resettlement or the issue of a
letter of credit, and to loss and damage
suits filed by individuals and legal entities
that claim to have been affected by
flooded areas in the Company’s plants
reservorrs.

a.3) Probable labor risks

Refer to ongoing labor claims filed
by former employees, unions and
employees of outsourced companies
mainly related to the recognition

of employment relationships, FGTS
(severance pay fund), overtime,
supplementation of private

pension benefit, and other types

of indemnification.

Tractebel Energia . Sustainability Report . 2011 » 244



b) Changes in reserves for probable risk Consolidated (BRGAAP and IFRS)

12.31.2011 12.31.2010
Parent Company (BRGAAP) Possible risk Remote risk Total Possible risk Remote risk Total
Tax Civil Labor Total Tax 499,551 530,830 1,030,381 435710 478,882 914,592
PPESA incoporation 2515 40113 - 42428 Labor 10,940 15,407 26347 8,288 20331 28619
Additions - 5185 5370 6555 522,728 547,588 1,070,316 461,203 499,698 960,901
Adjustments 2,650 7116 2,115 11,881
Payments (31) (1,522) (3,123) (4,676)
Reversals (242) (8,806) (4,839) (13,887)
As at 12.31.2010 32,260 105,892 13,579 151,731
Additions - 9620 1,892 11,512 c.1) Possible tax risks RIC related to construction executed
Adjustments 2,939 11,499 1,229 15,667 . _ L with third party capital, thus remaining
Payments i (15.056) (2.511) (17567) gﬁi \t/j: risks assessed by the Company and its legal advisors as possible risk are as only the rernuneration on construction
Reversals (17.330) (9,057) (3,193) (29,580) ' executed with own capital
As at 12.31.2011 17,869 102,898 10,996 131,763 Interest on property, plant and equipment in progress (RIC) The exernption guaranteed by that
o L , Decree-Law was revoked by Law no.
) On 12.30.2010 the Brazilian Federal Revenue Service issued a tax assessment notice, 9718 of Novernber 27 1998 causing the
Consolidated (BRGAAP and IFRS) arguing that in the calendar years of 2005, 2006 and 2007 the Company made ' | ' g
Tax Civil Labor Total , , , , , , L Company to suspend its calculation and
unauthorized exclusions in the calculation of income tax and social contribution .
As at 12.31.2009 27,568 96,471 16,056 140,095 relating to RIC amounts, recording as of 01011999,
Additions 2,315 10,820 3,370 16,505
i Therefore, the RIC ts that
Adjustments 2,650 11480 2115 16,245 Decree-law no. 1,506/1976 of 12.23.1976, set forth important tax benefits to the beienr © ;r;loveve . bartr;oe“gj aufhs:j
Payments (31) (1522) (3.123) (4.676) Brazilian Electric Energy Sector, exempting the RIC from income tax levied. d Y Y
Reversals (242) (8.806) (4.839) (13,887) refer to revenues that had already been
deferred, calculated t forth b
As a.tA12'31'2010 32,260 108,443 13,579 154,282 Therefore, property, plant and equipment in progress carried out with own capital or tk?eel;fcrecea—lf:vj ivh?cshsjreotrherebf/ore
Ad.d't‘ons - 24,760 1892 26,652 through loans bear interest rates of up to 10% p.a. plus the deferred assets linked to cligible for incorlne tax exer’n ton ana
Adjustments 2939 11,695 1229 15,863 the respective construction in progress, the counter entry of which was recorded in Wk?ich are being recoanized }ijn r<13ﬁt or
Payments - (15,065) (2,511) (17576) profit or loss for the period, creating income exempt from income tax. . g g P
Reversals (17330) (9.119) (3,193) (29,642) loss during the operation of the plants
ificati that originated them.
Re((j:la55|ﬁcat|ort1 to property, plant - (8,373) - (8,373) On 12.12.1985 the National Department of Water and Power (DNAEE) issued at orignated them
and equipmen Ordinance no. 250/1985, aiming to change the accounting criteria used as of then ,
As at 12.31.2011 17,869 112,341 10,996 141,206 . , 4 , o The Company’s Management and
and the interest on property, plant and equipment in progress (interest of up to 10% its leaal advisors understand that the
P Bl d sk p.a.), purpose of the benefit that exempts the income tax, and due to Decree-law no. ar u?nents used 1o challenae the tax
C) Possible and remote risks 1,506/1976, until then recognized in profit or loss, it now has two distinct accounting crgej it entry provide an optimstic
The Company is also a party to other lawsuits that, in the opinion of our legal advisors classifications: a) the portion of the construction executed with own capital is now expectation of a favorable outcome
do not represent a probable risk of future disbursement. Amounts referring to these recorded in shareholders’ equity and, therefore, has no effect in profit or loss for for the claim. The updated amount of
lawsuits have not been accrued, and are only disclosed in the notes, as follows: the period; and b) the portion of the construction executed using loans is now this notice iSIRSBSO 919 as at 12.31.2011
credited into deferred charges for later amortization in profit or loss, jointly with the ' o
, o . , (R$322,652 as at 12.31.2010).
contract prices debited in deferred assets. With this procedure, the exempted revenue
originating from construction works executed using loans, previously recorded in .
Parent Company (BRGAAP) profit or loss upon its calculation, started being recognized in profit or loss—except for Voluntary confession
12.31.2011 12.31.2010 purposes of calculating the taxable income—only when: 1) the originating asset under ‘ .
. . . . . . : . y " . The Company offset credits against
Possible risk Remote risk Total Possible risk Remote risk Total construction became operative, or (ii) upon the derecognition of the relative asset. ) 4 al bt
Tax 461,053 530,830 991,883 408986 478,382 887868 anome a”bl S%Qa contnt fu 101” t
Civil 9,631 371 10,002 14,459 466 14,925 This new accounting procedure remained effective up to 12.31.1995, and was axefs paya ti Y msansE? vto uﬁ ary
Labor 10,940 15,407 06,347 8288 20,331 28,619 amended by DNAEE Ordinance no. 526 of November 22, 1995, which, among other ;O? eSdSIO“{Q _“’;9 an etCRromc t
481,624 546,608 1,028,232 431,733 499,679 931,412 actions, established the transfer of the existing balance under deferred assets— edugﬁ Ort De”"? Ur:emi%w;?g; o
relatively to the remuneration of property, plant and equipment in progress—to an §e ec vara on { i )
. : : . . not subject to fines. Accordingly, the
property, plant and equipment and discontinued the calculation and accounting of o ;
Brazilian Federal Revenue Service
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partially approved the offset requests
and the Company filed noncompliance
notices, which are awaiting judgment.
The Company argues that tax authorities
will not charge a penalty against a
company that held tax credits and
voluntarily reported its debts. The
updated amount referring to this matter
is R$52,809 as at 12.31.2011 (R$47946 as
at 12.31.2010).

Tax on Circulation of Goods and

Services (ICMS)

The Company and its subsidiary
Tractebel Energia Comercializadora Ltda.
(TBLC) were notified by the S&o Paulo
State Revenue Office, claiming that the
Invoices of electrical energy sold to free
consumers are issued in the month
following the taxable event. The tax
authority understands that this practice
postpones for one month the collection
of the tax due to the state.

The measurement of the energy used
by the client is carried out by the
distribution company where the client
is connected. After that, the distribution
company sends this information to the
Electric Power Trade Chamber (CCEE),
an entity responsible for adjusting

said measurements, allowing for

the recording of the energy sold by

the agent.

The measurement is completed by the
eighth day of the month following the
supply. Therefore, only after this date the
energy Is consumed by the client billed.

Regarding the notices related to
subsidiary TBLC, an appeal was filed

with the Court of Taxes and Rates (TIT),
which reduced the amount and fine in
one of the notices, and maintained the
amounts in the other.

Tractebel Energia has two notices.

In one of them, the amount and fine
were reduced, but the Sdo Paulo State
Revenue Office filed an appeal against
this reduction. The other notice has not
been judged yet.

In spite of the partial success of the
Company’s defenses, Management and
its legal advisors understand that the
total amounts recorded are subject to
appraisal mistakes and legal grounds,
and the chance of success for these
disputes is still higher than the risk of
losses.

The mentioned tax assessment notices
are being challenged by the Company
and its lawyers. The updated amount
of these proceedings is R$13,628 as at
12.31.2011 (R$9,210 as at 12.31.2010)

in the parent company, and R$51,694
(RS$35,720 as at 12.31.2010) in the
consolidated.

Even if the assessment notes

are maintained, the Company's
Management and its legal advisors
understand that the amount effectively
payable would be lower than 10% of that
recorded by the tax authority, which did
not ground its calculation criteria on the
law. This would substantially reduce the
aforementioned amount.

Offsetting of negative taxable basis in the succession and waiver of fines in
voluntary confession

In June 2008, the Company obtained a favorable decision of the Judgment Office

of Florlanopolis, Santa Catarina State, regarding the tax assessment notice issued by
the Brazilian Federal Revenue Service, due to the use of a negative taxable basis for
the social contribution in the calendar year of 2003, originating from a merger. In

the notice, tax authorities demanded the payment of taxes settled in arrears by the
Company, with no fine levied, by offsetting existing tax credit as provided for in the
charter of voluntary confession set forth in Article 138 of the National Tax Code (CTN).

Amounts related to the negative taxable basis for the social contribution tax derive
from the merger occurred on 04.29.1998 and were used after the amendment to

the tax legislation introduced by Provisional Measure (MP) 2.158-35, of 2001, which
prohibited the use of a negative taxable basis originating from mergers, combinations
or spin-offs of companies.

Because the merger was carried out long before the prohibition determined by the
MP at a time when the use of a negative taxable basis for the social contribution of
the merged company was allowed, the Company understands that the new rule does
not apply to this merger. The amounts were added to the equity of the Company, in
the capacity of merging company, ensuring the Company the right to use them. Such
arguments were accepted by the Florianopolis Judgment Office.

Regarding the payment of overdue taxes, without levy of fine and with the use of tax
credits, before any administrative procedure or enforcement measure, the Company
understands that said situation complies with the charter of voluntary confession set
forth in Article 138 of CTN. However, said understanding was not accepted by the
Judgment Office of Florianopolis.

The lawsuit is pending decision of the First Panel of the 7th Chamber with mandatory
appeal to the Fiscal Resources Managerial Council (CARF), issued by the Brazilian
Federal Revenue Service, and with voluntary appeal from the Company exclusively
focusing on the non-levy of the delinquency charge. The updated amount of this
notice is R$28,524 as at 12312011 (R$23,928 as at 12.31.2010).

c.2) Remote tax risks

The main tax risks assessed by the Company and its legal advisors as remote risk are
as follows:

PIS and Cofins — Regulatory Instruction of the Brazilian Federal Revenue Office
658/2006

In July of 2005, the Company filed for an Injunction against the Federal Revenue
Service Director, since it understands that Federal Revenue Service Regulatory
Instruction No. 468/2004 over stepped the jurisdiction of the Legislative Power by
giving a new concept to the term “predetermined price’, provided for by article 10 of
Law No. 10,833/2003.

Further, Article 109 of Law no.
11,196/2005 authorized the maintenance
of the predetermined prices condition
for agreements with price adjustment
clauses that reflect production cost or
the cost of iInputs used.

Due to the abovementioned law, in July
of 2006 the Regulatory Instruction no.
658/2006 (IN 658/2006) was issued,
expressly revoking Regulatory Instruction
468/2004 and incorporated the idea

that the price adjustment clause based
on indexes that reflect the production
cost or the cost of inputs used does not
change the predetermined prices of

the agreements.

In October 2006, the Regional Federal
Court (TRF) of the 4th Region judged
the Company's appeal, guaranteeing
the Company the right to collect PIS
and Cofins according to the cumulative
taxation regime, as provided for in
Article 10, X1, b of Law no. 10,833/2003,
without the illegal and unconstitutional
restrictions of Regulatory Instruction
no. 468/2004.

According to the amendments brought
by Law no. 11,196/2005 and Regulatory
Instruction no. 658/2006, and taking
Into account that such amendments
were not considered in the judgment
of the Regional Federal Court of the 4th
Region, the Company filed a motion

for clarification of judgment, so the
Court would take note of the new law.
However, the Court did not recognize
these amendments under the argument
that it would not be possible to apply
the new legislation to the process given
that it was not in effect at the time the
Injunction was filed.

Exclusively due to this decision, the

Company filed a special motion to the
Superior Court of Justice.
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26. Regulatory Appeal is an appeal filed to challenge
a decision made individually by the reporting judge
of another appeal.
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The Federal Government, on the other hand, filed a special appeal in view of the
judgment, seeking the amendment that recognizes the illegality of Regulatory
Instruction 468/2004 by the Regional Federal Court of the 4th Region.

The Federal Government's special motion was not accepted, reason why in April
2010 the decision of the Regional Federal Court was formally deemed final and
unappealable.

Therefore, only the special appeal filed by the Company is pending judgment of
the Superior Court of Justice, with the single purpose of removing the superseding
rule contained in the Regulatory Instruction 658/2006, there being no other
argumentation by the courts about the illegality of IN 468/2004.

In July 2010, the Court granted the authorization request to inquire court deposits as
set forth by the Regulatory Instruction IN 468/04, i.e., deposits made by July 2006 in
the amount of R$108.578.

Because it did not accept the request, the National treasury filed a Regulatory
Appeal26, which was denied by the Superior Court of Justice.

Despite the abovementioned facts, the Brazilian Federal Revenue Office understands
that the Injunction has not yet been formally judged, and thus, it has rejected the
request for Proof of Claim of credit from the amounts unduly collected during the
period between November 2004 and May 2005, reason why the Company has
requested, in the injunction records, that the proof of claim of credit be granted. This
credit amounts R$S66,009 as at 12.31.2011 (R$62,802 as at 12.31.2010).

The inquiry of deposits made, supported by Regulatory Instruction 658/2006,
amounting to R$41,496 as at 12.31.2011 (R$38,832 as at 12.31.2010), depends on the
decision of the special motion by the STJ. The amount referring to the effective
period of the abovementioned Regulatory Instruction 658/2006 (from August 2006
on), with remote risk, is R$360,303 as at 12.31.2011 (R$312.933 as at 12.31.2010).

In January 2012, the Judge of the 1st District Court of Florianopolis rejected the
request for proof of claim of credit in the amounts unduly collected under IN
468/2004, causing the Company to file an interlocutory appeal with the Regional
Federal Court of Appeals of the 4th Region, given what has happened to the deposits
with court already released.

Recovery of PIS and Cofins

In 1998, Law 9718/98 was published, extending the PIS and Cofins calculation basis that,

so far, only levied on the companies’ gross revenues.

The Company challenged in court the constitutionality of said Law, obtaining a
favorable decision, which enabled its settling the contributions calculated on several
revenues resulting from the gross revenues for the period assessed from February of

1999 to November of 2002, for PIS, and February of 1999 to January of 2004, for Cofins.

The main revenue calculated in the
amount to offset regards the item named
"Fuel Consumption Account (CCC)
subsidy revenue” (‘CCC subsidy”).

In 2009, the Brazilian Federal Revenue
Service notified the Company to collect
the amount of R$135,982 referred

to the period from April of 2004 to
January of 2007, interest and fines
already included, pleading that the
"CCC subsidy” represents a billing and,
therefore, it should be included in the
calculation basis of PIS and Cofins for
the mentioned period.

In the management s evaluation and
legal advisors, the arguments of the
Federal Revenue Service do not proceed
and can be easily contested, considering
the concept attributed to the treatment
of the "CCC Subsidy’, with the purpose
of accounting fossil fuel consumed

by those generating electrical energy,

it mismatched the legal nature of the
revenue. Thus, the Company is filing a
motion to deny the notification at the
administrative level and, if necessary,
will do so in court. Even if the "CCC
Subsidy” had the revenue nature, which
it does not, it would not represent ‘gross
revenue’, which was the only revenue
subject to taxation by PIS and Cofins.

In fact, up to 2005, the fuel acquired
with "CCC Subsidy” and Energy
Development Account (CDE) funds were
recorded due to its consumption in the
plants as ‘operational cost” against to a
“Subsidy” revenue.

Aneel made amendments to the
Accounting Manual of the Electric
Energy Public Service in order to
change the concept that had been
used improperly and, as of 2006, the

accounting entry was determined as
‘operational cost” in contra account to
an adjustment account to neutralize

the result. Such amendment is strongly
based on Technical Notes issued by said
Agency.

In view of the aforementioned summary,
Management understands that the risk
of loss in the lawsuit is remote. The
lawsuit is pending judgment at the
Brazilian Federal Revenue Service of
Florianopolis, 4th Panel. The updated
amount is R$163,273 as at 12.31.2011
(R$157529 as at 12.31.2010).

d) Possible civil risks

Civil lawsuits considered as a possible
loss risk refer basically to expropriations
and indemnity lawsuits filed by
individuals and legal entities that allege
that their properties were flooded by the
Company'’s plants reservoirs.

e) Possible labor risks

These mainly refer to labor claims filed
by former employees, and employees
of outsourced companies related

to the recognition of employment
relationships, joint and several or
subsidiary responsibility for amounts
payable to third-party employees,
supplementation of private pension
benefit, other types of indemnification,
among others.
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24 .POST-EMPLOYMENT BENEFITS

The Company, through PREVIG -
Sociedade de Previdéncia Complementar,
provides supplementary pension plans
for its employees. PREVIG is a nonprofit
private pension entity, sponsored by the
Company, as its Founder, and by other
International Power GDF SUEZ Group
companies in Brazil. The benefit plans
managed by PREVIG are Defined Benefit
(BD), closed for new adhesions, and
Defined Contribution (CD) plans.

The Company also sponsors the BD plan
of Fundag&o Eletrosul de Previdéncia e
Assisténcia Social (ELOS), also closed for
new adhesions. Prior to the constitution
of PREVIG, the BD plan was exclusively
managed by Fundacao ELOS and
sponsored by Tractebel Energia and
Eletrosul, without solidarity between
the sponsors. In October 2002, the

SPC (Supplementary Pension Office)
approved the termination of the
Adherence Agreement with ELOS and
the total transfer of management of

the benefit plan to PREVIG. In spite of
said termination, in view of injunctions
obtained by unions and Associacdo dos
Aposentados da Eletrosul (Eletrosul's
Pensioners Association), the participants
entitled to benefits up to 12.23.1997 date
of the spin-off of Eletrosul, as well as for
the participants who chose the deferred
proportional benefit up to that date,
remained in the benefit plan managed
by ELOS, under the responsibility of
Tractebel Energia. In May 2007, the
Company executed agreements with
ELOS, Eletrosul, PREVIG and Associacéo
de Aposentados da Eletrosul aiming

at reestablishing Tractebel Energia’s
adherence with ELOS, allowing
beneficiaries to choose to stay in ELOS
or transfer to PREVIG. In both options the
Company sponsors the Plan.

As at 12.31.2011 PREVIG had 452

and ELOS had 2,182 (429 and 2,182
respectively as at 12.31.2010) retirees and
pensioners entitled to benefits.

Plans managed by the Company have
the following main characteristics:

a) Defined Benefit Plan (BD)

The BD plan has a capitalization system
for pensions, survivors' pensions, and
other benefits. This plan's funding consists
of contributions by the participants and
the sponsor. The Company'’s contribution
is equal to twice the contribution of its
employees. Benefits granted by the BD
plan are:

= Supplementation of pension for
time of service, disability and age;

= Supplementation of special pension
and pension for former combatant;

= Supplementation of pension;

= Supplementation of assistance in
commitment to an institution; and

« Bereavement pay.

In the PREVIG, there are currently

75 participants in this plan (264 as

at 12.31.2010), of which 15 (30 as at
12.31.2010) are in the BD plan and 60
(234 as at 12.31.2010) are in the BSPS
Plan (explained below). The number

of participants in ELOS remained
unchanged, that is, 6 participants in the
BD plan in 2011 and 2010.

ELOS" administrative expenses are
proportionally apportioned to the
equity of the participants under the
responsibility of each sponsor. For the
year of 2011, 49.64% (50.7% in 2010) of

the administrative expenses were paid
by Tractebel Energia and the remaining
by Eletrosul. The Company was
responsible for paying R$2,108 in 2011
(R$1,711 in 2010).

The Company is also responsible

for 100% of the amount of PREVIG's
administrative expenses bound to this
Benefit Plan, which are limited at 15% of
the total of respective pension revenues.
The amount of these expenses in fiscal
year 2011 was RS$1,660 (R$1,686 in 2010).

Settled Proportional Supplementary
Benefit (BSPS) Plan

At the end of 2004, Tractebel Energia
received authorization from the
concermned authorities to create a defined
contribution plan (CD) within the PREVIG.
This new plan is called "Prevflex” and

has been offered to all new hires since
01.01.2005. Tractebel Energia employees

could choose to remain in the defined
benefit (BD) plan or to transfer to
"Prevflex” (CD). However participants
that had contributed to INSS for at least
20 years could choose to maintain the
existing reserves they had acquired to
that date in the BD plan and, from then
on, start contributing directly to the CD
plan. Employees with at least 10 years in
coordination and managerial positions
also had that choice, but should they
choose to transfer their reserves directly
to the CD Plan, they would be entitled
to a special contribution, which was
accepted by 94% of the participants. The
"BSPS" option, which is a combination of
the BD and CD plans, was closed for new
participants in August 2005.

a.l) Actuarial assumptions

Actuarial and economic assumptions
used in the appraisal of post-employment
benefits were as follows:

Assumptions 12.31.2011 12.31.2010
Discount rate (p.a)

- BD (ELOS) and BD (PREVIG) benefit plans 10.50% 10.50%
- CD (BSPS) benefit plans 975% 10.50%
Expected return on plan assets (p.a)

- BD (ELOS) and BD (PREVIG) benefit plans 10.50% 11.34%
- CD (BSPS) benefit plans 12.00% 11.34%
Expected profitability 11.00% 10.50%
Future increase in salaries of active and self- o o
sponsored participants (p.a.) 450% 450%
Increase in the benefits of the Plan sponsored b o o
the Company (p.a.) ’ g 450% 450%
Inflation 450% 450%
Capacity factor (Salaries and Benefits) 100% 100%
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Assumptions 12.31.2011 and 12.31.2010

of the liabilities supplement was "retained earnings” under “shareholders’ equity” The

Mortallty table (assets) AT 2000 (per gender) Company has maintained the corridor approach mentioned above to recognize
Mortality table of participants with permanent disability RP 2000 Disabled actuarial gains and losses in profit or loss, since the first-time adoption on 01.01.2009.
Disability Entry Table Watson Wyatt 1985 Disability Class 1
Turnover Table T-1 Service Table The breakdown of the Company'’s post-employment benefits is as follows:
% married active participants on retirement date 90
Retirement Age First date when all grace periods expire
Age difference between participant and spouse Wives are 4 years younger than husbands Parent Company and Consolidated (BRGAAP and IFRS)
SB-40 conversion factor 140% 12.31.2011 12.31.2010
Participants entitled to the conversion of special pension Non- Non-
into pension for time of service (SB-40) who chose the 100% Current current Total Current current Total
conversion o
Contracted liabilities
| é?;ies?;ggfs‘)f acknowledgement 18646 111,870 130,516 20111 111,981 132,092
a.2) Statement of post-employment benefits per plan, net -
L Non-contracted deficit
Classification on the —
balance sheet Current contributions and 3575 1642 5,217 2,185 2,607 4,792
Non- Cost coverage
BD Plan BSPS Plan GC Total Current current Non-contracted deficit and GC 13,824 21,823 35,647 3,643 52,243 55,886
12.31.2010 Actuarial appraisal 36,045 135,335 171,380 25,939 166,831 192,770
Present value of the liabilities 1,195,993 50,957 2,206 1,249,156 Deferred actuarial gains - 165,629 165,629 - 242,621 242621
Fair value of the assets (1,019,909) (36.477) - (L056,386) Recorded actuarial liabilities 36,045 300,964 337,009 25,939 409,452 435,391
Calculated liabilities 176,084 14,480 2,206 192,770
Non-recognized gains (losses) 231914 11,398 (691) 242,621
Liabilities as at 12.31.2010 407,998 25,878 1,515 435,391 25,939 409,452
Part of the actuarial liabilities recognized in the balance sheet is Contracted debts are adjusted based on the INPC consumer
12.31.2011 covered by liabilities contracted and/or recognized through a price index measured by the Brazilian Geography and Statistics
Present value of the liabilities 1,263,196 45775 2,217 1,311,188 debt acknowledgement agreerment and an agreerment entered Institute (IBGE) and bear interest of 6% p.a. The contracted
Fair value of the assets (1,094,637 (45,171) (1,139,808) into by the Company and the pension plan entities. amounts stated in non-current liabilities are expected to be
Calculated liabilities 168,559 604 2,217 171,380 paid as follows:
Non-recognized gains (losses) 144,340 22,012 (723) 165,629
Liabilities as at 12.31.2011 312,899 22,616 1,494 337,009 36,045 300,964
According to the Brazilian accounting principles in effect prior to the adoption of
the IFRS and CPC, set forth in CVM Rule 371/00, accumulated actuarial losses within ELOS PREVIG Total
the limit of 10% of the present value of defined-benefit liabilities (‘corridor’) were not
recognized in the Company’s profit or loss. Losses that exceeded this corridor limit 2013 2335 17029 19364
were recognized in the Company's profit or loss for the remaining average life time of 2014 1.894 18073 19,967
the participants of the benefit plan. This procedure remained as an option in the new 2015 1710 3288 4,998
accounting principles established by IFRS 19 and CPC 33 — Employment Benefits. 2016 1812 3,486 5,298
2017 1,921 3,694 5615
In its first-time adoption balance sheet, as at 01.01.2009, and as provided for in CPC 2018 to 2023 11405 27319 38724
37 R1 - First-time Adoption of the International Financial Reporting Standards, the 5004 16 2027 156 12,131 12.087
Company recognized actuarial losses that had not been recognized to that date for
: o o o I 2028 to 2029 - 5,617 5617
being within the “‘corridor” as a supplement to its "Post-employment benefit” liabilities.
Under IFRS and CPC standards ruling the first-time adoption, the offsetting account 21,233 90,637 111,870
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Changes in post-employment benefits per plan are summarized below:

BD Plan BSPS Plan GC Total
Liabilities as of 12.31.2009 490,648 25,080 1,407 517,135
Impacts on the 2010 profit or loss:
Current cost of service 70 - 55 125
Cost of interest 114,598 4,880 253 119731
Expected revenue from assets (91,758) (2,976) - (94,734)
Amortization of actuarial gains (74,609) (615) (80) (75,304)
Net gains (51,699) 1,289 228 (50,182)
Contributions (2,700) (182) (120) (3,002)
Payments of contracted obligations (28,251) (309) - (28,560)
Liabilities as at 12.31.2010 407,998 25,878 1,515 435,391
Impacts on the 2011 profit or loss:
Current cost of service 79 - 67 146
Cost of interest 120,651 3,852 191 124,694
Expected revenue from assets (103,844) (2,685) - (106,529)
Amortization of actuarial gains (80,998) (924) 40 (81.882)
Net gains (64,112) 243 298 (63,571)
Contributions (3,052) (3,174) (319) (6,545)
Payments of contracted obligations (27936) (330) - (28,266)
Liabilities as at 12.31.2011 312,898 22,617 1,494 337,009
Net expenses to be recognized on a monthly basis in profit or loss in 2012, related to
the defined benefit plans and the confidentiality bonus, are as follows:
BD Plan BSPS Plan GC Total
Current cost of service (43) - (64) (107)
Cost of interest (127347) (3,391) (190) (130,928)
Expected return on plan assets 116,654 3,961 - 120,615
Amortization of actuarial gains 4513 3,479 (43) 7949
Net expense (6,223) 4,049 (297) (2,471)
The breakdown of the plan's assets per type of investment is as follows:
ELOS PREVIG
Fixed income 8736% 8991%
Variable income 771% 3.52%
Loans 2.52% 6.32%
Realty 195% -
Other 046% 0.25%
100.00% 100.00%
Profitability recorded in 2011 14.65% 1571%
Profitability expected for 2012 11.00% 11.00%
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Fixed income assets are predominantly
composed of Government Securities.

a.3) Confidentiality bonus
benefit
Consists on the payment of a bonus

to managers when their employment
contract is terminated.

b) Defined Contribution Plan (CD)

In addition to the defined benefit plan, PREVIG manages the defined contribution
plan (CD), in which funding consists of basic contributions by the participants and the
sponsor. The Company's basic contribution is equal to the basic contribution of its
employees.

In 2011, the Company paid R$2,613 (R$2,474 in 2010) in administrative expenses.

25. DEFERRED INCOME
TAX AND SOCIAL CONTRIBUTION

Parent Company (BRGAAP)

12.31.2011 12.31.2010
Social
Type of credit Tax basis Income tax Contribution Total Total
Fair value of property, plant and equipment 1,031,839 257960 92,866 350,826 382,571
Provision for the sale of energy 107456 26,864 9,671 36,535 36,535
Fair value of concession fees payable 50,166 12,541 4,515 17056 15,739
1,189,461 297,365 107,052 404,417 434,845
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2010
Social
Type of credit Tax basis Income tax Contribution Total Total
Fair value of property, plant and equipment 1,031,839 257960 92,866 350,826 382,571
Sale of energy 107456 26,864 9,671 36,535 36,535
Fair value of concession fees payable 50,166 12,541 4,515 17056 15,739
Subsidized accelerated depreciation 53,771 13,443 4,839 18,282 10,846
1,243,232 310,808 111,891 422,699 445,691

Fair value of property, plant and
equipment - corresponds to the
difference between the book value and
the fair value recognized on the first-time
adoption of Technical Pronouncements
IAS 16 and CPC 27 - Property, Plant and
Equipment.

Sale of energy - transactions carried out in the Wholesale Electrical Energy Market
(MAE), currently CCEE, from September 2000 to September 2002. The amount of
revenue recognized in this period is being challenged in court by agents that disagree
with the interpretation adopted by MAE in the application of certain accounting rules,
reason why the amounts payable have not been paid by the debtor agents. There was
no income tax and social contribution effect on this revenue or on the allowance for
doubtful accounts referring to the overdue accounts payable. In order to best reflect
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both tax effects, the Company accrued income and social contribution tax assets and
liabilities in the same amount.

Fair value of concession fees payable - corresponds to the difference between
the book value and the fair value of concessions fees payable from a business
combination originating from the acquisition of a company.

Subsidized accelerated depreciation — corresponds to the accelerated depreciation

of certain construction costs and the acquisition of property, plant and equipment, as
provided for in the tax legislation.

Deferred tax liabilities will be realized as follows:

Parent Company Consolidated

(BRGAAP) (BRGAAP and

IFRS)

2012 30972 30972
2013 29,061 29,061
2014 22,833 22,833
2015 21,128 21,128
2016 20,103 20,103
2017 to 2021 143,107 143,107
2022 and beyond 137213 155,495
404,417 422,699

2.6. SHAREHOLDERS' EQUITY

a) Authorized capital stock

The Company is authorized to increase its capital stock up to the limit of R$5,000,000,
regardless of any amendment to its bylaws. Under the BMGFBOVESPA's Novo
Mercado Listing Rules, the Company cannot issue preferred shares or founder shares.
The Company does not hold treasury shares.

b) Subscribed and paid-up capital

The Company's fully subscribed and paid-up capital is R$2,445,766, represented
by 652,742,192 registered common shares without par value, as at 12.31.2011 and
12.31.2010. The book value per share is R$S8.35 as at 12.31.2011 (RS7.77 per share as
at 12.31.2010).

The Company's shareholding structure as at 12.31.2011 and 12.31.2010 is as follows:

Shareholders % Capital
GDF SUEZ Energy Latin America Participacdes Ltda. 6871
Banco Classico SA. 10.00
Other Shareholders 21.29

100.00

The number of Company outstanding
shares was 204,229,568 and 204,229,559
as at 12.31.2010 and 12.31.2011
respectively. On the same dates, the
Company’'s management held 139,589
and 134,775 shares, respectively.

c) Capital reserves

Mostly refers to interest on equity
applied to property, plant and equipment
in progress, calculated at 10% p.a. for

the period from 01.01.1986 to 12.31.1998,
pursuant to specific energy sector
legislation. This reserve can be used to
absorb losses that exceed the retained
earnings reserves, and can be added to
capital stock.

d) Profit Reserves

- Legal reserve

From the net income for the year, 5%
(five percent) are allocated, before any
other destination, to establish the legal
reserve, which shall not exceed 20% of
the capital stock. In 2011 the Company
allocated 4.6% of its net income to the
legal reserve, reaching the limit of 20%
of the paid-up capital stock as allowed in
the Brazilian Corporate Law. This reserve
can only be used to offset losses or
Increase the capital stock.

- Tax incentive reserve

This reserve is formed through the allocation of the portion of the income of

the period equivalent to the tax benefit granted by the Amazon Development
Superintendence (Sudam). This benefit corresponds to a 75% reduction in the income
tax calculated over the income from the exploitation of the activities developed by the
Ponte da Pedra Hydroelectric Power Plant.

- Retained earnings reserve

This reserve was constituted in prior years, based on a capital budget, with the
purpose of funding the installation of the Estreito Hydroelectric Power Plant, the
maintenance of the production facilities, and the possible acquisition of an interest in
the Jirau Hydroelectric Power Plant.

e) Assets valuation adjustment

As provided for in IAS 16 and CPC 27 - Property, plant and equipment and in
compliance with the guidelines of Technical Interpretation ICPC 10 - Interpretation
on the initial investment in property, plant and equipment assets, the Company
recognized the adjustment to fair value of property, plant and equipment on the date
of the first-time adoption of the CPCs (01.01.2009). This adjustment, net of deferred
income tax and social contribution, is registered against the shareholder's equity
account denominated "Assets valuation adjustment”. This reserve is recorded against
the retained earnings account to the extent that the depreciation of the adjustment to
fair value of property, plant and equipment is recognized in the Company’s result. In
2011 and 2010, realization amounts were R$59,827 and R$56,879, respectively.

f) Transaction with non-controlling shareholder

In 2011, the Company recognized a 5% interest held by the non-controlling
shareholder of indirect subsidiary Ibititiva Bioenergeética, in the amount of R$2,065.

g) Additional proposed dividends

Additional proposed dividends in the amount of R$517342 will be submitted for
shareholders’ approval at the Annual General Meeting, and will remain in shareholders’
equity until a final resolution is made, as provided for in CPC 24 - Subsequent Events
and Technical Interpretation ICPC 08 - Accounting for Dividend Payment Proposals.
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27. DIVIDENDS

12.31.2011 12.31.2010

Adjusted calculation basis for dividends
Net income for the year 1447636 1,211,649
Legal reserve (66,597) (60,582)
Tax incentives reserve (9.455) -
Transaction with non-controlling shareholder (2,065) -
Realization of assets valuation adjustment 59,827 56,879
Net income for the year adjusted for dividend purposes 1,429,346 1,207,946

Proposed Dividends / Interest on Equity
Interim dividends paid 658,014 286,100
Interest on equity, net of IRRF 217340 188,011
Additional proposed dividends 517342 158,270
Sub-total 1,392,696 632,381
IRRF on interest on equity 36,650 31,989
Total 1,429,346 664,370
Adjusted net income percentage 100% 55%
Dividends/interest on equity before income tax withheld, per common 51897556102 10178134249

share (in R$1.00):

Tractebel Energia’s dividends policy sets
a minimum compulsory dividend of
30% of the net income for the period,
adjusted under Law 6,404/76. 1t also
determines the intention to pay, in every
calendar year, dividends and/or interest
on equity in an amount of no less than
55% of the adjusted net income on a
semiannual basis.

In a meeting held on July 2011, the Board
of Directors approved the payment of
interim dividends, based on the financial
statements as at 06.30.2011, in the amount
of RS658,014, equal to R$1.0080763921 per
share, 100% of the adjusted net income

of 1H11. Dividends started being paid on
10.06.2011, based on the registration data
held at Itau Unibanco.
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The Company's Board of Directors, in a meeting held on November 2011, approved

the payment of interest on equity for the period from January 1, 2011 to December 31,

2011, in the amount of R$253,990, equal to R$0.3891122760 per share. This amount,
net of income tax withheld, was added to dividends for fiscal year 2011. Interest on

equity will start being paid on 02.10.2012.

On 02.072012 the Board of Directors approved the proposal for the payment of
additional dividends in the amount of R§517342 (RS0.7925669420 per share),
referring to fiscal year 2011. Under the new accounting principles provided for in
Technical Interpretation ICPC 08 - Accounting for Dividend Payment Proposals, the

amount of dividends that exceed the minimum compulsory dividend provided for in

the Law or another legal instrument, and not approved at a General Meeting, must
be reported and highlighted in the shareholders’ equity. These dividends exceed the

minimum compulsory dividend and, therefore, are reported in a shareholders’ equity

account named "Additional proposed dividends” up to its approval at the Annual

General Meeting.

2.8. DETAIL OF OPERATING
EXPENSES BY NATURE

Costs of electricity production and services provided

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)

12.31.2011 12.31.2010 12.31.2011 12.31.2010
Energy Services Energy Services Energy Services Energy Services
sold provided sold provided sold provided sold provided
Personnel 131,649 15,027 123,535 12,383 133,789 15,027 124,301 12,383
Materials 19,122 666 20,468 369 22,314 666 24,093 369
Third party services 84,596 5,299 70,082 4,141 108,687 5,299 95,592 4,141
Fuel for generation 100,375 - 50,263 - 108,799 - 61,062 -
Royalties?” 136,479 - 111,268 - 159209 - 133,548 -
Eﬁq@iﬁg and 358974 - | 307529 - | 486663 | 447213 -
Insurance 7018 819 7,198 458 8776 819 9,460 458
Inspection fee 10,295 - 9,379 - 11,947 - 11,250 -
gg:;ﬁg‘;zom and 1,062 - 1,196 - 1411 - 2,098 -
Lease 7106 786 4919 290 9191 786 7,244 290
Other 5119 50 4,007 72 6,075 50 5,284 72
861,795 22,647 709,844 17,713 | 1,056,861 22,647 921,145 17,713

Personnel Costs

In addition to salaries and social charges, personnel expenses include health

Insurance, group life insurance, day-care allowance for female employees, food

vouchers and transportation allowance, private pension plan, among others. The

Company also offers classes and training to employees.

Share-based payment

Tractebel Energia has no specific share-based payment program. However, indirect
parent company GDF SUEZ, headquartered in France, has the following share-based
payment programs for its key executives and employees: (i) stock options on the
Paris Stock Exchange (France), based on the main responsibilities of the employees;
(ii) bonus and performance share plans; and (iii) free shares to all employees.

Stock options and performance shares plans mature in four or five years and their
values are linked to the achievement of certain GDF SUEZ financial ratios. Because

of the global economic scenario, the market values of these performance share

options have deteriorated, which is likely to impact the exercise of the options and

the benefit of the performance shares upon maturity.

27. Compensation for the use of water resources
(Royalties)
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The costs of these plans are fully paid by GDF SUEZ, and Tractebel Energia does not have to make any
disbursement relating to them.

29. REVERSAL (CONSTITUTION) OF
OPERATING PROVISIONS

As at 12.31.2011, the market value of these plans is as follows:

Parent Company (BRGAAP) Consolidated (BRGAAP and IFRS)

Plans before

Plan 2011

Total

12.31.2011 12.31.2010 12.31.2011 12.31.2010

- 2010 Post-employment benefits 89470 77901 89470 77901

Stock options ere 107 379 Tax risks 14391 (1652) 14391 (3.967)

Performance shares 619 803 1422 Civil risks 2994 58 (3.834) (11812)

Free Shares 629 460 1089 Labor risks 2,583 2476 2,583 2476

1,520 1,370 2,890 Doubtful accounts (6,043) - (6,180) -

Other 683 1,921 605 1,921

The market value of the options was calculated by a specialized consulting firm 104,078 80,674 97,035 66,519
using the "Bjerksund & Stensland (2002)" model for the options that have already

VeSted, and the "Rubinstein (1990)” model for the Options that have not vested yet The reversal in item "Post_employment benefits” mostly Corresponds to the

recognition of the amortization of deferred actuarial gains that exceeded the allowed

Selling, general and administrative expenses: limit of 10% ("corridor”), under IAS 19 and CPC 33 - Post-employment benefits.

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010 3 0 . FINANCIAL RESULT
General and General and General and General and
Selling Administrative | Selling Administrative Selling Administrative| Selling Administrative )
Parent Company (BRGAAP) Consolidated (BRGAAP and IFRS)
Personnel 9,160 46,257 9,323 44,132 9,160 47893 9,323 45,159
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Management - 15,019 - 15,288 - 15,794 - 16,001 = r
Materials 63 3363 53 1,249 63 3,407 53 1276 manciazincome
Third part Income from financial investments 62,176 66,024 89436 92,056
sorviep™ 3,891 34,956 | 3,796 36747 | 5731 37611 4,028 39,359 Interest on receivables 22,654 8,682 23,917 10,768
Depreciation ] 9356 ] C 665 ] 1445 ] 411 Monetary variation on judicial deposits 9,982 13,364 9,996 13,364
and amortization g [ ’ ' Mon.etagly variation on other amounts 9107 13,079 10,323 14,439
Insurance - 422 - 367 - 422 - 367 recewapie
Contributions ] < 561 ] 037 ] < 063 ] o7 103,919 101,149 133,672 130,627
and donations ' ' ' ' Financial expenses
Secto‘r ‘ ) 4186 ) 3240 932 4575 732 2925 Interest on debts | 122,389 176,727 238,687 278405
contributions Interest on concession fees payable 66,543 31,414 104,899 92,220
Lease 214 4872 215 4,072 236 5,500 222 4,226 Interest on net actuarial liabilities 18165 24,623 18,165 24,623
Indemnities - 7766 - 4,728 - 7766 - 4,728 Interest on taxes 1477 20,656 1,747 21,082
Ezi\t/rli%uﬂon _ 3206 _ 2030 _ 3206 _ 2030 Monetary variation on debts 33,640 39381 34727 42,729
Monetary variation on concession fees
Other 2 12,234 3 11,168 704 12,587 5 17,678 payable 43333 34884 66,795 87669
13,330 145,498 | 13,390 141,723 | 16,826 157,060, 14,363 159,935 Monetary variation - other 340 12,023 346 12,023
Exchange variation on debts 17942 (15,330) 17942 (15,330)
Other financial expenses 20,938 13,397 24,174 16,048
324,767 337,775 507,482 559,469
Financial expenses, net 220,848 236,626 373,810 428,842
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Consolidated (BRGAAP and IFRS)

31. cAINS IN

12.31.2011 12.31.2010
LAWSUITS Social Social
Income tax Contribution Income tax Contribution
, _ , _ , Income before taxes 2,034,788 2,034,788 1,721,310 1,721,310
In 2010, the Company recognized non-recurring revenues in the amount of the non-cumulative regime. In 2011 the :
R$45,803 from a final and unappealable court decision favorable to the Company Company recognized the complement Permahent lefergnces . -
In a lawsuit in which it claimed the right to levy PIS and Cofins, cumulatively, over of judicial gain above mentioned, in the Goodwill amortization/ Concession rights 12632 12632 29,530 29,530
revenues from agreements executed before the relevant tax law was changed to amount of R$8,812. gg:ﬁsgeiment ponuses and year-end 2,831 - 5,136 -
Non-deductible donations 305 305 8,489 8,489
Interest on equity (253,990) (253,990) (220,000) (220,000)
Goodwill amortized in the incorporation - - (41,931) (41,931)
Difference between the taxable bases in the
32 . TAX RECONCILIATION, actual or estimated profit taxation systems 14.074) 0.874 (3,590 (1.157)
Other permanent differences 214 (136) 2425 5,935
IN THE INCOME STATEMENT Tax basis 1,782,706 1,783,725 1,501,368 1,502,196
Tax rates 25% 9% 25% 9%
Parent Company (BRGAAP) Income tax and social contribution (445,677) (160,535) (375,342) (135,198)
12.31.2011 12.31.2010 Tax incentive 10,856 - 11,315 -
Social Social Other 9,349 (675) (6,777) (3,659)
Income tax Contribution Income tax Contribution Total in profit or loss (425,472) (161,210) (370,804) (138,857)
Income before taxes 1,929,930 1,929,930 1,709,507 1,709,507
Permanent Differences Breakdown of taxes in the income
Goodwill amortization/ Concession rights 1,843 1,843 2,411 2,411 statement:
Management bonuses and year-end 5831 ) 5025 .
bonuses ' ’ Current (409,566) (153,559) (386,507) (145,677)
Non-deductible donations 250 250 8,489 8,489 Deferred (15,906) (7651) 15,703 6,820
Equity in subsidiaries (186,690) (186,690) 22,483 22,483 (425,472) (161,210) (370,804) (138,857)
Interest on equity (253,990) (253,990) (220,000) (220,000)
Goodwill amortized in the incorporation - - (41,931) (41,931) Tax incentive mostly corresponds to the 75% reduction in income tax calculated
Capital gain taxes at the subsidiary (11,212) (11,212) - - over the profit from the exploitation of the operation of the Ponte de Pedra
Other permanent differences 420 420 4810 4440 Hydroelectric Power Plant. This benefit was granted because the plant is located
Tax basis 1,483,382 1,480,551 1,490,794 1,485,399 in an incentive area of the Amazon Development Superintendence (Sudam). The
Tax rates 5% 0% 5% 0% exemption is valid for 10 years as from 2006.
Income tax and social contribution (370,846) (133,250) (372,699) (133,686)
Tax Incentive 10,856 - 8,529 -
Other 10,545 401 (470) 468
Total in profit or loss (349,445) (132,849) (364,640) (133,218)
Breakdown of taxes in the income
statement:
(336,430) (126,814) (368,764) (136,054)
Current (13,015) (6,035) 4,124 2,836
Deferred (349,445) (132,849) (364,640) (133,218)

263 <« Tractebel Energia . Sustainability Report . 2011

Tractebel Energia’ Sustainability Report 2011 264



33. FINANCIAL INSTRUMENTS

a) Financial instruments category

Parent Company (BRGAAP)

Parent Company Consolidated
(BRGAAP) (BRGAAP e IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Financial assets
Measured at fair value through profit
or loss
Financial investments 566,159 794,407 776,534 1,073,698
Receivables and loans
Cash and bank deposits in cash 960 1,710 5,274 8,882
Clients 410,903 446,165 542,149 531,106
Collateral and restricted deposits 32,159 69,665 129,490 132,797
Sale of asset 86,886 86,886 86,886 86,886
Judicial deposits 104,059 131,315 105,832 133,464
Credits with subsidiaries 14,927 13,290 - -
Asset available for sale - 23,856 - 23,057
1,216,053 1,567,294 1,646,165 1,989,890
Financial liabilities
Financial liabilities measured at
amortized cost:
Suppliers 219,640 174,086 234,336 268,851
Loans and financing 671,045 262,994 3,157806 2,756,559
Debentures 491,394 1,661,142 491,394 1687361
Concession fees payable 828,373 721,025 1,265,952 1,134,947
2,210,452 2,819,247 5,149,488 5,847,718

b) Fair value of financial instruments

The fair value of financial instruments was determined based on future cash flows
discounted to present value at interest rates that reflect current market conditions
for transactions with characteristics that are similar to those of the Company's.

Differences between the balance sheet value and the fair value were identified for
loans and financing, debentures and concessions fees payable. These differences

occur mainly because such instruments have long repayment terms and

differentiated costs as compared to the interest rates currently practiced for similar

agreements.

The book value and the fair value of these financial instruments are as follows:
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12.31.2011 12.31.2010
Book Market Book Market
Loans and financing
- Domestic currency 458,839 457188 49414 49,135
- Foreign currency 212,206 239,702 213,580 211,784
Debentures 491,394 493,908 1,661,142 1,557,388
Concession fees payable 828,373 1,227435 721,025 1,024,567
1,990,812 2,418,233 2,645,161 2,842,874
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2010
Book Market Book Market
Loans and financing
- Domestic currency 2,945,600 2,947,085 2,542,979 2,546,069
- Foreign currency 212,206 239,702 213,580 211,784
Debentures 491,394 493,908 1687361 1,583,608
Concession fees payable 1,265,952 1,811,391 1,134,947 1,558,491
4,915,152 5,492,086 5,578,867 5,899,952

Fair value measurement

Accounting principles define fair value
as the amount that would be received
to sell an asset or paid to settle a
liability, in a transaction between
knowledgeable and willing parties that
reflects the respective interests of those
parties. To measure the fair value of its
financial instruments, the Company
used asset or interest rate quotations to
calculate the present value in an active
market, which is defined as Level |
according to the accounting principles.

c) Risk Management

In order to ensure increased efficiency
In 1ts risk assessment and monitoring
process, the Company has a Risk
Management Committee responsible
for: (i) raising awareness for treating
risks; (ii) setting goals and guidelines

to manage risks; (iii) fostering and
suggesting improvements in the
assessment process; and (iv) rating and
setting control procedures.

The Company’s business, the financial conditions and the results of operations may
be adversely affected by any of the risk factors described below.

c.1) Market risk

The Company has a committee that manages these risks, formed by a

representative member appointed by each of the following areas: financial
planning, regulation and market, energy supply planning, finance, trade, audit,
project implementation and power production. The Planning and Control Officer is

responsible for the coordination of the Committee.

The Company and its subsidiaries use financial instruments to hedge assets and
liabilities, minimizing exposure to market risks, mainly in connection with interest
rate, price indexes and currency fluctuations. These risks are monitored by the
Financial Management Committee, which periodically assesses the Company's
exposure and proposes operating strategies, control systems, position limits and
credit limits with other partners in the market. The Company does not practice

speculative financial investments in derivatives or any other risk assets.

As mentioned in Note 18 - Loans and Financing, in June 2011, the Company
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contracted a swap transaction to fully
hedge a U.S. dollar-denominated loan
from exchange and cash flow risks.
This transaction was considered and
reported as a single synthetic financial
Instrument.

There were no changes in the
Company'’s exposure to market risks or
In the management and measurement
of these risks in the current year.

The main market risks to which the
Company is exposed are the following:

- Risks related to financial investments

The Company adopts a conservative fund
investment policy, which is formalized
and disclosed to the market through the
Company’s website, in the document
‘Investment and Derivatives Policy”.
Financial investments of the Company
and its subsidiaries comply with the
allocation of at least 90% of the resources
to Government Securities — in the final
purchase and/or repurchase agreement
mode — and at most 10% of the resources
to Private Securities — acquisitions of CDB
contracts from eligible banks and also
repurchase agreements with debentures
issued by leasing companies controlled by
eligible banks.

The Company uses Fitch Ratings
(Fitch), Moody's and Standard & Poors
(S&P) ratings to identify eligible banks
to receive these funds. Such banks
meet the two following criteria: (i)
Shareholders’ Equity of at least R$1
billion; and (ii) domestic scale rating
of at least AA- (S&P and Fitch) or Aa3
(Moody's).

The Company’s available funds are
Invested in an Exclusive Fixed Income
Investment Fund, whose policy is to
allocate the funds to very low-risk
assets. As at 12.31.2011, this fund’s entire
portfolio was invested in assets with
Brazilian Government credit risk, with
daily liquidity and floating interest rate,
linked to the variation of the Selic.

According to the Company'’s financial
planning, these funds will be used in
the short-term, substantially reducing
the risk of any significant effects on
earnings due to an eventual decrease in
the Brazilian prime rate.

The "Investment and Derivatives
Policy” imposes strong restrictions

on operations with derivatives and
establishes continued follow up when
contracting this type of operation. The
swap transaction mentioned above was
carried out with the sole and exclusive
purpose of hedging a loan from cash
flow foreign exchange risk. Currently,
the Company has not contracted other
transactions with derivatives.

- Risk related to debts with floating
interest rates and indexes

This risk is related to possible losses

the Company may have from the
fluctuation of interest rates applied to the
Company's liabilities, which may affect its
financial expenses. The Company and its
subsidiaries are exposed to floating interest
rates and indexes related to Libor, Euribor,
TILP Dl rate, IGP-M and IPCA variations.

As per the floating interest rate risk, most
of its debts are linked to the TILP, and this
rate, despite the fact that this is a "floating”
rate, it has been stable at 6% for several
years, making it an almost fixed rate.

Regarding the risk of accelerated inflation,
it is worth noting that all energy sales
agreements in force have an inflation
adjustment clause (adjustment by the
IGPM or [PCA), which is a long-term
natural hedge for debts and obligations
adjusted by inflation rates and/or linked
to inflation acceleration (debts linked to
the CDI).

The US. dollar-denominated loan from
Bank Of America Merrill Lynch, with a
100% swap for the CD], is considered a
debt linked to the CDIL

- Foreign currency-denominated
debt risk

The foreign exchange risk is associated
with the variation of foreign exchange
rates, affecting the financial result and
the balance of liabilities indexed to a
foreign currency. The Company's foreign
exchange risk hedging policy seeks a low
level of foreign exchange exposure for its
foreign currency-denominated liabilities.
This exposure is permanently monitored
by the Company's Financial Management
Committee.

As explained below, the Company's
level of foreign exchange exposure
has remained very low as compared
to the Company’s total indebtedness.
The portion of loans linked to a foreign
currency that are not hedged, in the
amount of R$212,206 as at 12.31.2011,

corresponds to 5.8% of the Company'’s
consolidated indebtedness, 3.1% of which
are denominated in U.S. dollars and

2.7% in Euro. These debts’ maturities are
distributed in the long term, concentrating
on 2015 and 2024. Considering that the
effect of the maturity of this indebtedness
s minimum in the short term and due to
the impossibility of making an effective
hedge for the balance sheet since there

is no long-term forward curve, the
Company does not hold any derivative
instrument to hedge these debts.

As mentioned in Note 18 — Loans and
Financing, the US. dollar-denominated
loan from Bank Of America Merrill Lynch is
fully hedged through a swap transaction,
which eliminates any exposure the
Company may have to the variation of the
US. dollar against the Brazilian Real

- Sensitivity analysis for exposure to
interest rate and floating indexes risks
and foreign exchange variation risks

The Company, as a reference, and in
compliance with CVM Instruction no.
475/08, prepared a sensitivity analysis
regarding its loans and financing,
debentures and concession fees
payable exposed to risks of interest
rate and floating index risks and foreign
exchange variation risks.

Tractebel Energia

Sustainability Report

2011 » 268



269 <« Tractebel Energia . Sustainability Report . 2011

The basic probable scenario for 2012 was designed using the premises available to the
market (source: Focus Report - Brazilian Central Bank) and the sensitivity calculation was
based on the variation between the scenario rates and indexes expected for 2012 and
those prevailing in 2011. The sensitivity analysis also considered a variation of 25% and
50% over the interest rates, floating indexes and exchange variations considered in the
probable scenario. The estimated impacts of these variations on the Company's financial
result for 2012 are shown below.

Interest rates and floating indexes Balance as of
risks: 12.31.2011 | Probable scenario Scenario A25% Scenario A50%
Loans and financing
- TILP 2,449,427 - 35412 71,297
- CDI 438,801 (7605) 9618 19,114
- US dollar 111,737 (4,343) 22,505 49354
- Euro 100469 (4,570) 19,404 43,379
(16,518) 86,939 183,144
Debentures
- TILP 24,988 - 361 727
- IPCA 466,406 (3.682) 4,155 8,308
(3.682) 4,516 9,035
Concession fees payable
- IGP-M 864,820 (150) 11,725 22,385
- IPCA 401,132 4.611) 5378 10,445
(4,761) 17,103 32,830
2011 Variation Probable scenario Scenario A25% Scenario A50%
Indexes variation:
- TILP 6.00% 6.00% 150 p.p. 3.00 p.p.
- CDI 11.60% 9.69% 242 pp. 485 pp.
- IPCA 6.50% 532% 133 pp. 2.66 pp.
- IGP-M 510% 5.08% 127 pp. 254 pp.
Foreign exchange variation:
- US dollar 186 179 223 2.68
- Euro 243 2.32 290 348

Variations of the floating Libor and Euribor rates on 12.31.2011 were 0.35 p.p. and 044

p.p. respectively, and the loans indexed to these interest rates on the same date totaled
R$68,803 e R$100469, respectively. Any variations of these rates would not result in
significant impacts on the Company'’s financial result, for this reason their effects were not
presented in sensitivity analysis above.

c.2) Capital management risk

The Company manages its capital so as to maximize return to investors by optimizing the
debt and equity balances, seeking to structure capital and maintaining indebtedness and
debt coverage ratios that provide return to investors.

The Company's capital structure comprises net debt (loans, financings and debentures,
minus cash and cash equivalents) and shareholders’ equity, which includes capital,
reserves and retained eamings incorporated to the income reserves.

Tractebel Energia and its subsidiaries have debts that establish a maximum gross debt
limit, calculated based on the EBITDA. Currently, the most restrictive of these debts

limits at 2.5x EBITDA. Due to the new liquidity scenario of the market and a better risk
perception of the industry in general and of the Company specifically, the recently
contracted debts have limits of 3.5x EBITDA. The Company’s Management, through the
Financial and Investor Relations Department, monitors the Company's indebtedness level
which should remain at around 2x EBITDA, but that can, however, vary according to the
policy for acquisition of the Company’s new power plants.

c.3) Credit risk

In long-term agreements entered into with distributors, including Energy Trading
Agreements in the Regulated Environment (CCEAR), the Company minimizes its credit
risk with the use of a collateral mechanism involving receivables from its customers.

To minimize credit risk in the agreements to sell electrical energy to free consumers,
sellers and generating companies, as well as in former bilateral agreements with the
distribution companies, the Company requires a bank guarantee and secured CDB. For
the parties willing to present other types of guarantees, the Company, through its credit
department, carries out a credit analysis and establishes the guarantees that must be
presented according to its policy. Additionally, the Company annually revises the credit
analysis of all its clients and periodically evaluates its exposure to the different industries,

seeking portfolio diversification and reduction of this exposure to any specific industry risk.

In financial market investment transactions, the Company gives priority to investments
In public securities and also has a credit limit policy with financial institutions, which is
regularly reviewed by the Financial Management Committee, based on in-house criteria
and ratings disclosed by risk rating agencies.

As previously mentioned, the Company has financial investments in an Exclusive
Fixed Income Investment Fund. The amount of investments by financial institution is
within the limits defined by the Company in its investments and derivatives policy for
financial institutions.

The Company is guarantor in several agreements with its subsidiaries to guarantee
financing and does not have any type of guarantee for protection against these risks.

c4) Liquidity risk

The Financial Management Committee is
responsible for managing the Company's
liquidity risk, which manages the needs
to raise funds and to manage short-,
medium- and long-term liquidity by
permanently monitoring forecast and real
cash flows. To guarantee the capacity to
pay its obligations, the Company uses the
policy of minimum cash, which is annually
revised based on cash projections,

and monitored each month at the
Committee’s meetings. The management
of financial investments focuses on
short-term instruments, especially

those with daily maturities, in order to
provide maximum liquidity and cover
disbursements. The Company's cash
generation feature and the low volatility
for receivables and long-term obligations
within the year, ensure stable flows, thus
reducing its liquidity risk.

The following statement shows the
financial liabilities by maturity. The
amounts were determined according to
the expected non-discounted cash flows,
considering the amortization of principal
and future interest payment estimates
when applicable. For debts with floating
interest rates the value was based on the
Interest curve at year's end.
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Parent Company (BRGAAP)

34. TRANSACTIONS

Uptol 1to 3 3 months to
month months 1 year lto5years Over 5 years Total WITH R'E'L AT'ED 'P A'RTI'ES
Instruments subject to
interest rate:
- floating rate . ‘
Loans and financing 10304 2948 55829 606,571 360 676,014 a) Amounts recorded in balance sheet and income statement accounts:
Debentures - - 198,591 339,675 - 538,266
- fixed rate s
- - Assets Liabilities
Loans and financing - 17 15,244 41,562 129,178 186,001 Dividends
Concession fees payable 221 441 2,004 10,952 3,250,775 3,264,393 and
Total flow 10,525 3,406 271,668 998,760 3,380,315 4,664,674 Accounts intercompany Interest in
12.31.2011 recievable Dividends loans Total Suppliers Equity Other Total
[tasa 2,237 6,318 - 8,555 6,093 - 132 6,225
Consolidated (BRGAAP and IFRS) CEE 18259 - - 18259 42,853 § - A
Uptol 1to3 3 months to Lages 1719 - - 1719 - - - -
month months 1 year 1to5years Over 5 years Total TBLC 92,327 - - 92,327 164 - - 164
Instruments subject to CESS 157 1628 - 1785 - - - -
interest rate: Ceste 1475 - - 1475 - - - -
- floating rate Ibititiva 4 - 6,981 6,985 - - - -
Loans and financing 39614 59417 327866 1,893,422 2,338,666 4,658,985 GSELA 4 - - 4 - 148,344 - 148,344
Debentures - - 198,591 339675 - 538,266 Others 159 - - 159 434 - - 434
- fixed rate TOTAL 116,341 7,946 6,981 131,268 49,524 148,344 132 198,000
Loans and financing 953 1,906 23,663 76,106 152,328 254,956
Concession fees payable 3,964 7927 36,095 195,015 4,192,801 4,435,802 12.31.2010 87,167 6,525 6,765 100,457 11,719 129,186 31 140,936
Total flow 44,531 69,250 586,215 2,504,218 6,683,795 9,888,009
Income Statements
The liquidation of a substantial part of the trade accounts balance that, on 12.31.2011, Operating Revenue Revenue Costs Expenses
equals R$219,640 in the parent company and R$234,336 in the consolidated, is expected Receita de servicos
to happen in up to 3 (three) months after the end of the fiscal year and no interest is Energy
expected until the payment date. Energy Operation and and fuel General and Equity in
12,31,2011 supply Maintenance = Management Total Financial Purchases  Administrative Total subsidiaries
Itasa - 13,204 - 13,204 - 133,389 - 133,389 26,280
CEE 30,369 - 30,369 - 171,778 - 171,778 46,899
Lages 15,840 1,864 197 17901 - - - - 3,005
TBLC 1,053,051 - 393 1,053444 - - - - 102,823
CESS 5,975 1,078 216 7269 - 3,403 - 3,403 9,042
Ceste - 13,561 - 13,561 - - - -
TBLP - - - - - - - - (1359)
Others - - 888 888 721 - 1,119 1,119 -
TOTAL 1,105,235 29,707 1,694 1,136,636 721 308,570 1,119 309,689 186,690
12,31,2010 328,252 19,249 1,650 349,151 6,322 136,155 4,676 147153 (26,491)

The transactions with related parties carried out by the Company include: (i) agreements
for the purchase and sale of energy; (ii) operation and maintenance service for power
plants; (iil) the provision of administrative services; and (iv) guarantees granted to third
parties. The details of the most important transactions are shown below:
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b) Purchase and sale of energy

Annual Future Obligation
Company Average MW Maturity restatement index (Base 12.31.2011)
Purchase:
[tasa 167 10.16.2030 IGP-M 2,268,001
ltasa 61 10.16.2030 US dollar variation +US 499,041
Inflation
Sale:
TBLC 150 12.31.2015 IPCA 403,046
TBLC 190 12.31.2016 IPCA 638,240
TBLC 778 12.31.2012 IGPM 789,021
Lages 16 03.31.2017 Annual price revision 83,596
CESS 5 04.22.2037 IPCA 153,756

As per the Company’s commercial policy, sales to free consumers are mostly carried out

via wholly-owned subsidiary TBLC, which purchases electrical energy from the Company

in order to have electrical energy sufficient to meet its commitments.

c) Operation and maintenance

Annual Future Obligation
Related party Maturity restatement index (Base 12.31.2011)
Itasa 10.16.2030 IGP-M 209472
Ceste 05.01.2025 INfP%(Agg/‘g%“d 207572
CESS 10.15.2023 IGP-M 11,893
Lages 03.31.2012 Wages adjustments 464

The Company’s strategy is to centralize the operation and maintenance activities at
subsidiaries with Tractebel Energia, which provides these services to its subsidiaries that
do not outsource them. Prices are based on the personnel costs of Tractebel Energia
directly involved in these activities.

d) Administrative services

Tractebel Energia provides those services necessary to the administrative activities of the
direct and indirect subsidiaries. The contracts are for indefinite terms and the contracted
values are annually readjusted by the INPC. The contracted values are based on a
percentage over the real or expected revenue for the companies in a pre-operating stage.
The annual revenue from these provided services was R$1,816.
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e) Guarantees

The Company is the intervening party in the loan agreements signed by its direct and
indirect subsidiaries with the BNDES, Banks (BNDES Onlending) and other financial agents.
The main guarantees are shown below:

Amount of
Bank Type of guarantee debt on 12.31.2011
BNDES and Banks Pledge of all shares issued and held by the following subsidiaries: 5548899
(BNDES Onlending) Itasa, CESS, CEE, Beberibe, Pedra do Sal, Areia Branca and Ibitiuva T
Banco do Brasil Pledge of all shares issued by Hldrqpower and held by its wholly- 23,290
owned subsidiary TBLP.
BRDE Pledge of the equity shares held at the Lages subsidiary 4,572

f) Sureties and guarantees

The Company is a guarantor of certain subsidiaries in the energy purchase
transactions in the total amounts of R$30,795 and R$70,451, respectively. All
guarantees will mature in 2012.

g) Intercompany loan - credits with subsidiaries

The Company granted funds to indirect subsidiary Ibitiiiva by mutual operations,

in order to continue the execution of the works on the Ibititiva Bioenergética

power plant while the funds from BNDES had not been released. The amounts are
received as the BNDES releases the funds from the financing for the subsidiary. The
remuneration of the agreement corresponds to 100% of the Selic rate. The remaining
amount on 12.31.2011 is R$6,981 (R$6,260 in 12.31.2010).

h) Advisory Services
SUEZ-Tractebel S.A. (Indirect Parent Company)

The Company executed an agreement with SUEZ-Tractebel S A, its indirect parent
company, the purpose of which is the provision of specific advisory services in
the management, operational, financial, accounting, legal, marketing and project
development areas, as the Company requires. Fees are limited to the annual
amount of 1,500,000.00 euros. In the fiscal years of 2010 and 2011 there was no
charge for the execution of this contract, for this reason there is no obligation
registered at the Company.

1) Other transactions

GDF SUEZ Energy Latin America
Participacdes Ltda. (GSELA)

The Company has an amount to pay to
its holding at RS148,344, regarding the
Interest on equity credited on 12.31.2011.

j) Compensation of
Management's key personnel

The compensation, charges and
benefits related to the Management's
key personnel are presented as follows.
The only long-term benefit granted

by the Company is the pension
(post-employment benefit). The
management’s compensation is not
based on shares of Tractebel Energia.
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Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)

12.31.2011 12.31.2010 12.31.2011 12.31.2010
Short-term benefits and fees 9,594 7752 10,239 8,346
Management bonus and charges 2,657 4,824 2,657 4,824
Post-employment benefits 627 602 627 602
Social charges 2,141 2,110 2,271 2,229
15,019 15,288 15,794 16,001

35. INSURANCE

On 12.31.2011, Tractebel Energia has comprehensive insurance policies for the operating
risks with declared value for material damages amounted to R$9,567408 at the parent
company and R$13,409,114 for the year, and for lost profits in the amount of R$628,339
at the parent company and R$821,446 for the year. The maximum combined limit of
indemnification for material damages and lost profits is R$553,000 per event.

In addition to these policies, the Company has civil liability insurance policies with
coverage of R$87215.

In the 2011/2012 cycle, the Company decided to adhere to the international insurance
policy — Property Damage and Business Interruption (PDBI) - of GDF SUEZ's insurance

program, since it understands that business and coverage conditions prove to be more
favorable than those available on the domestic market.

Estreito consortium currently has engineering risk insurance for units which are still not in
commercial operation for material damage of R$3,236,120 and expected loss of profit of

36. LONG-TERM
AGREEMENTS

The Company has the following main long-term commitments:

a) Connection agreement

The Company has a connection agreement with Eletrosul and Furmnas Centrais Elétricas
SA. (Furnas), effective until the termination date of the Company's concessions for the
generation units. For the Ponte de Pedra Power Plant, the Company has an agreement
with Centrais Elétricas do Norte do Brasil SA. (Eletronorte). Regarding to the subsidiaries,
connection usage agreements are the following:

R$591,204. The Company's share in these
policies equals R$1,296,713 and R$236,895,
respectively, equivalent to its share in the
Consortium.

The Company also has insurance to cover
national and intemational transportation
risks, civil liability of the directors, officers
and management, extended to its
subsidiaries, as well as group life insurance
for its officers and employees.

- Edlica Beberibe S.A:: Companhia
Energética do Ceara (Coelce).

- Edlica Pedra do Sal S A.: Companhia
Energeética do Piaui (Cepisa).

The remaining amount on 12.31.2011
of the future obligations from
connection agreements is R$248,242
(R$249,324 on 12.31.2010).

b) Transmission and
Distribution Grid Usage
Agreement (CUST and CUSD)

In order to use the transmission system
and basic grid, the Company and its
subsidiaries CESS, CEE and ltasa have
agreements with the ONS. For power
plants which are not directly connected
to the basic grid, companies maintain
distribution usage agreements with the
energy distributors of the plants regions.

Most agreements are effective up to the
termination date of the concessions
or authorizations of the Company’s

generation units. On 12312011 the
agreements’ remaining balance amounts
to R$7039,804 (R$5,802,137 on 12.31.2010).

c) Bilateral electrical energy
purchase and sale agreements

According to the assured energy
Information and purchase and sale
agreements in force, the Company's
energy balance shows that the current
capacity has the following contracting

levels for the next six years:

Average MW 28

Year 2012 2013 2014 2015 2016 2017
Own Resources 3,575 3,658 3,681 3,681 3,681 3,681
Purchases for resale 599 404 316 215 205 200
Total availability 4174 4,062 3,997 3,896 3,886 3,881
Contracted availability 4,103 4,031 3716 3,375 2,787 2,238
% Contracted 98.30% 99.24% 92.97% 86.63% 7172% 5767%

The Company’s consolidated net operating revenue on 12.31.2011, broken down by type

of customers, is as follows:
Consolidated (BRGAAP and IFRS)
12.31.2011 12.31.2010

Amount % Amount %
Distributors 2,463,320 56.93 2425442 5915
Traders 477798 11.04 554,657 13.53
Free Consumers 1,126,955 26.05 816,717 19.92
CCEE 88,042 2.03 259,903 6.34
Energy export 153,060 354 30,074 073
Other 17776 041 13,588 033
4,326,951 100.00 4,100,381 100.00

The customers that, on 12.31.2011, represented more than 5% at the Company’s
net revenue: Celesc, Cemig Distribui¢cdo S.A, Rio Grande Energia SA. (RGE), CPFL
Comercializa¢do Brasil SA. and Companhia Paulista de Forca e Luz.

28. Information on average MW is not revised by
the independent auditors.
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d) Purchase of electrical
energy from Argentina

In May of 1998, Tractebel Energia and
Clen entered into an Agreement through
which Cien undertook to supply Tractebel
Energia 300 MW of firm power with
associlated energy, for a 20-year term,
counted from the commercial start-up of
the transmission system between Brazil
and Argentina, occurred on 06.21.2000.

In 2006, it was verified that Cien was
not able to provide the amount of
energy contracted, which made Aneel
Issue a Normative Resolution to reduce
the amounts of the physical power
guarantee to “zero” to comply with the
agreement with Tractebel Energia. The
reduction to “zero” would be valid until
Cien could prove the availability exists,
which has not happened.

Due to the need to resolve this matter,
which has been going on for many
years without any prospect for solution,
Tractebel Energia, in view of the total
default of Cien, filed a lawsuit, mainly
requiring the agreement termination,
with the payment of the due fine, and
reimbursement of losses caused by not
receiving the contracted energy. At the
moment, it is not possible to estimate
any amount involved in said lawsuit. As of
now, all necessary measures to carry out

Tractebel Energia's commercial operations,

as well as to rebalance its portfolio, were
already taken in the previous years.

The lawsuit is in its normal course
and Tractebel Energia answered Cien's
reply in rebuttal filed in October, 2011.
Currently, the lawsuit is concluded
awaiting sentencing.
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e) Purchase of natural gas

The Company entered into a gas
purchase agreement with Companhia
de Gas do Mato Grosso do Sul (MSGAS),
effective for five years starting in

2001, the startup of William Arjona
Thermoelectric Power Plant (UTWA),
renewable for an additional five years.

With the expiration of the contract
period, on 05.22.2006, the Company
showed its interest to renew the
agreement, however, MSGAS
communicated that the renewal would
depend on the adjustment of the
product price, as determined by Petrdleo
Brasileiro SA. (Petrobras), the gas seller to
MSGAS and the consenting party in the
contract.

Petrobras filed a special appeal with

the High Court of Justice (STJ), where,

in a Writ of Prevention, it was granted
the stay of the lawsuit, authorizing it, as
of November of 2007, to suspend the
supply. As a result, the Company has
bought energy in the CCEE to supply the
energy sold by UTWA. When convenient
and necessary, the Company has been
operating with diesel oll as fuel, since the
plant has this flexibility.

As a consequence of the filing of the
Preparatory Writ of Prevention, the
Company filed an Ordinary Lawsuit
which was judged valid for the purpose
of setting forth that purchase and sale
agreement of natural gas entered into
between the Company and MSGAS,
and between MSGAS and Petrobras

and its respective addendum may be
renewed for a 5-year term, beginning on
05.23.2006. The period in which the gas
supply was interrupted as a result of this
litigation, until November of 2009, shall
be added to the end of the agreement,

which shall end proportionally to the term extended. Gas price and quantity shall be
as contracted and restated as per Thermoelectric Power Plant Priority Program (PPT).

The High Court of Justice has recently dismissed the Writ of Prevention and
Petrobras’s Special Appeal as being moot. As a consequence, the Preparatory Writ of
Prevention included an order for MSGAS and Petrobras to continue supplying gas to
Arjona Power Plant as of 11.26.2009.

Petrobras filed an appeal in view of the decision in the records of the lawsuit, which
did not affect the gas supply. The Court of Justice of the State of Mato Grosso do Sul
denied the appeal filed by Petrobras and maintained the decision of the first court.

Considering the prevailing legal decisions and the period during which Petrobras did
not supply gas to William Arjona, the Contract is postponed until 06.12.2013.

f) Leasing agreements

The leasing agreements listed below have been classified as ‘operating”, because

the ownership of the asset cannot be transferred to the lessee at the end of the
agreement’s duration, and because there is no option to purchase the asset, in
addition to not meeting the other conditions set forth in [AS 17 and CPC 17 (Leasing)
for its classification as financial leasing.

- Company Headquarters

The Company signed a contract for using the property in which its headquarters

are located. The term of the agreement is ten years and may be renewed. Amounts
contracted are monetarily restated by the annual IPCA variations and the agreed upon
amount is subject to periodic revisions. On 12.31.2011 the nominal value of future
obligations was R$37.368.

- Edlicas Beberibe, Pedra do Sal and Projeto Trairi

Edlica Beberibe has four land lease agreements used for the installation and
edification of towers of wind turbines, substation and transmission associated stations.
Agreements will end from May of 2027 to September of 2032, and amounts comprise
fixed and variable installments, corresponding to a percentage over gross revenue of
the subsidiary. Fixed installments are restated by IGP-M, by the dollar variation and the
inflation rate in the United States of America (USA), depending on each agreement.

Pedra do Sal has one lease agreement of the land where the generating complex
1s located, valid until 2029. The contracted monthly payment corresponds to a
percentage over gross operating revenue.
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Companies that are part of the Trairl Project have eight leasing contracts of properties
used for the installation and edification of wind turbines and associated substation
and transmission stations. The agreements’ will expire from 2032 to 2042, and
payments are composed of fixed and variable installments. Variable installments will
be collected as of the beginning of operations of each project.

In 2011 expenses with operating leasing in the referred companies was R$1,691
(R$1,609 in 2010). The total estimated minimum future payments are:

Year Amount
2012 1,658
2013 to 2016 8941
2017 and beyond 33,220

43,819

g) Certified Emission Reductions (CER)

The Lages subsidiary has a carbon credit sales contract with Prototype Carbon Fund
(PCF), which has a volume of about 40% of the estimated CERs to be generated
through 2014. The number of CERs to be transferred annually to PCF is 88,000 by
2013 and 134,000 in 2014. The remaining balance on 12.31.2011 is 486,000 CER
(R$9,137 in 12.31.2011).

h) Construction agreements in progress

- Ibitiuva Bioenergética Thermeletric Power Plant

Indirect subsidiary Ibitiliva signed an agreement with Areva Koblitz S.A. for
engineering services, acquisition of equipment and construction of Ibitiuva
Bloenergética Thermoelectric Power Plant, whose remaining balance on 12.31.2011 is
R$873 (R$3,373 on 12.31.2010).

- Sdo Salvador Hydroelectric Power Plant

Subsidiary CESS has an agreement with Consorcio S&o Salvador to provide
engineering services, acquisition of equipment and construction of Sdo Salvador
Hydroelectric Power Plant. On 12.31.2011 the future obligations regarding the contract
totaled R$10,581.

- Estreito Hydroelectric Power Plant

Estreito Energia Consortium, of which subsidiary CEE has a 40.07% interest, has
agreements connected to the implementation of Estreito Hydroelectric Power
Plant, with outstanding future obligations of R$176,406 on 12.31.2011 (R$410,285 on
12.31.2010), out of which R$70,686 (R$164,401) correspond to CEE's interest.

- Energias Edlicas do Nordeste (EEN)

EEN and its subsidiaries have contracts
related to the implementation of wind
farms in the states of Piaul and Cear3,
expiring on 12.31.2012. Future obligations
related to said contract as of 12.31.2011
were R$488,516.

1) Determinants of the environmental licenses

The Company is committed to comply with certain environmental conditions in
order to keep its operating licenses. The budget for environmental expenses for
2012, of R$17140 in the parent company and R$30,204 for the consolidated, include
these conditions.

37. HYDROLOGICAL, ENVIRONMENTAL, SOCIAL AND LABOR RISKS
SPECIFIC TO THE ENERGY GENERATION ACTIVITY

- Hydrological risks

According to data from the ONS,

most of the energy supply from the
National Interconnected System (SIN)

is generated by Hydroelectric Plants
(HPPs). Since the SIN operates with an
optimized dispatch system centralized
by the ONS, each HPP. including the
Company's HPPs, is subject to variations
In the hydrological conditions verified,
both in the geographical region in
which they operate and in other
regions in the country. Hydroelectric
generation represented about 79.9% of
the Company's installed capacity, which
equals 5,341.9 MW. In the event of the
occurrence of unfavorable hydrological
conditions in the SIN, jointly with the
obligation of delivery of assured energy,
the Company may be exposed to the
spot energy market, which could affect
its future financial results.

- Environmental risks

The activities in the energy sector may
cause significant negative impacts

and damages to the environment.
Federal legislation imposes on those
who directly or indirectly cause

environmental degradation the duty to repair or indemnify the damages caused to
the environment and third-parties affected, regardless of guilt. The federal legislation
also sets forth the disregard of the polluting company'’s corporate entity, as well
provided for the personal liability of managers, in order to make feasible the refund
of losses caused to the quality of the environment. As a consequence, partners

and managers of the polluting company may be obliged to pay for environmental
reparation costs. The payment of large amounts related to the environmental
reparation costs and environmental compensations may cause the Company to
postpone or make investments in different areas, which may adversely impact the
Company.

The Company's Environment Policy guarantees the balance between environmental
conservation and the development of its activities establishing guidelines and
practices that should be complied with, in order to reduce the impact on the
environment and focus on the sustainable development of its business.

- Social and labor risks

In order to minimize labor risks in its activities, the Company has human resources
policies and guidelines based on three pillars, which are: recognition and motivation,
development and health and well-being. These guidelines assure the creation and
maintenance of a good organizational climate and mitigate social and labor risks.
Yearly, collective bargaining agreements are established in conformity with the
International Labor Organization (ILO), and they cover all Tractebel Energia employees
and address matters such as labor benefits, health and safety, safety equipment, and
training and education for the members of emergency brigades and CIPAs.
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38. CONCILIATION OF

THE NET REVENUE FROM SALES

In compliance with the requirements of CPC 30 — Revenues, the following table shows

the reconciliation of the gross operating revenue and the net revenue from sales:

Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
GROSS OPERATING REVENUE
Energy supply 3,365,753 2,867270 3,225,091 3,238,743
Energy provision 263,431 284,774 1,348,992 1,011,021
Transactions with CCEE 90,853 279,550 96,749 287415
Energy export 153,060 30,074 153,060 30,074
Other revenues 35,195 25,991 24,588 18,880
3,908,292 3,487,659 4,848,480 4,586,133
DEDUCTIONS FROM
OPERATING REVENUE
PIS and Cofins (300,896) (263,558) (389,511) (358,410)
ICMS (34,217) (52,484) (94,177) (92,962)
ISS (1,246) (653) (1,246) (661)
Research and Development (31,790) (29,796) (36,595) (33,719)
(368,149) (346,491) (521,529) (485,752)
NET OPERATING REVENUES
FROM SALES 3,540,143 3,141,168 4,326,951 4,100,381
39 ADDITIONAL INFORMATION
TO THE CASH FLOW
Transactions that do not impact cash and cash equivalents in
2011 and 2010 are the following:
Parent Company Consolidated
(BRGAAP) (BRGAAP and IFRS)
12.31.2011 12.31.2010 12.31.2011 12.31.2010
Compensation from Income Tax and
SociaFl) Contribution 3312 ) 8,928 6,535
Property, plant and equipment suppliers 1,900 - 13,331 32,061
Interest on financing and concessions . ) 101033 37037
capitalized
Proposed. dividends and interest on 771332 378270 771332 378270
equity paid
Dividends proposed receivable from
subsidiariez ° 7946 4897 ) )
Recognition of concession fees payable - - - 31,643
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STATEMENT FROM THE COMPANY'S MANAGEMENT

The Company's officers hereby declare they have examined, discussed and revised all the information in the Company's Financial
Statements (separate and consolidated), and they also agree with the opinion of the Company’s independent auditors, Deloitte
Touche Tohmatsu, referenced in the Independent Auditors’ Report that follows.

Manoel Arlindo Zaroni Torres
Chief Executive Officer

Eduardo Antonio Gori Sattamini
Chief Financial and
Investor Relations Officer

Marco Anténio Amaral Sureck
Energy Commercialization Officer

José Luiz Jansson Laydner
Project and Development
Implementation Officer

José Carlos Cauduro Minuzzo
Energy Production Officer

Edson Luiz da Silva
Planning and Control Officer

Luciano Flavio Andriani
Administrative Officer

Florianopolis, February 7 2012.

(The List of signature of the Financial Statements as at December 31,2011 is on the next page)
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(List of signature of the Financial Statements as at December 31, 2011 of Tractebel Energia S.A.)

BOARD OF DIRECTORS

Mauricio Stolle Bahr Jan Franciscus Maria Flachet
Chairman Vice-Chairman

Manoel Arlindo Zaroni Torres Victor-Frank de Paula Rosa Paranhos

Member Member

Dirk Achiel Marc Beeuwsaert Philip Gotsall Cox
Member Member

Luiz Antonio Barbosa Joseé Pais Rangel
Member Member

Antonio Alberto Gouvéa Vieira
Member

EXECUTIVE BOARD

Manoel Arlindo Zaroni Torres
Chief Executive Officer

Eduardo Antonio Gori Sattamini Marco Anténio Amaral Sureck

Chief Financial and Energy Commercialization Officer
Investor Relations Officer

José Luiz Jansson Laydner José Carlos Cauduro Minuzzo
Project and Development Energy Production Officer
Implementation Officer

Edson Luiz da Silva Luciano Flavio Andriani
Planning and Control Officer Administrative Officer

ACCOUNTING DEPARTMENT

Marcelo Cardoso Malta
Accounting Department Manager
Accountant - CRC RJ 072259/0-5 T-SC

- Dakcstin Toucho Tohmatsu
DeIOItte A, Proskiontn Wikscn, 231 — 22°
® o de Janesn - FU - 20030905
iani

Tak + 55 (21) 308 1-0500
Fax+ 55 (1) 3081-0000
i, Chooltie. coam b

(Convenience Translation into English from the Original Previously Issued in Portuguesc)

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Sharcholders of
Tractebel Energia S.A.
Floriandolis - SC

We have audited the accompanying individual and consoliduted finuncial statements of
Tructebel Energin S.A. (“Company™), identified us Parent and Consolidated, respectively,
which comprise the balance sheet as at December 31, 2011, und the income statement,
statement of changes in equity and statement of cash flows for the year then ended, and o
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparution and fuir presentation of the individual
financinl statements in accordance with accounting practices adopled in Brazil and the
consolidated financial statements in accordunce with International Financial Reporting
Stundards (IFRS), issued by the Intermnational Accounting Standards Board - IASB, and in
sccordance with accounting practices adopted in Brazil, and for such intemal control as
management delermines is necessary to enable the preparation of financial statcments that
are free from material misstatement, whether due 1o fraud or error.

Auditor’s Responsibility

Our responsibility is 1o express an opinion on these financial statements based on our audit.
We conducted our sudit in asccordunce with Brazilion and Imternational Standards on
Auditing. Those standards require thut 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 misstutement of the linancial
statements, whether due to fraud or error, In muking those risk assessments, the auditor
considers internal control relevant 1o the Company’s preparation and fair presentation of
the financial statements in order to design audil procedures that are appropriaie 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 appropriatencss of
accounting policies used und the reasonableness of accounting estimates made by
manugement, as well as evaluating the overall presentation of the financial stalements,

Delnitie refers (o oo o mare of Deboine Towche Tohmatss Limiled, @ UK prvate company kmited by guatantee, amil 23 network of
imember T, each of which s s lgaily separate snil indepsaden] ey Pleaie e www deloilte com/sbout tod a4 delailed descripton
of the leged stiuctuns of Delsate Touohe Tolreatus Limited snl oy member Bome.
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FISCAL COUNCIL REPORT
Dedoiiie Towche Tobmalsu

We believe that the audit evidence we have obtained is sufficient and appropriute (o

provide a busis for our uudit opinion. The members of the Fiseal Council of Traciebel Energia 5.A ., Paulo de Resende Salgado, Carlos Guerreiro
Pinto and Manoel Eduardo Lima Lopes, as per signatures below, after reviewing the Annual Management

Opiniun on the Individual Financial Statements Report, the Financiul Statements und lhl’.‘ Management lepusm |‘u.r Distribution of Divid::uds related o the
2011 fiscal year, based on the report of independent auditors Deloitte Touche Tohmatsu issued on February

In our opinion, the individua) financial statements present fairly, in all material respects, 7, 2012 regarding these financial statements, declare that said financial statements adequately represent in

the finuncial position of Tractebel Energia A as ut December 31, 2011, and its financial
performance und its cash flows for the year then ended in accordance with sccounting
practices adopled in Brazil,

all relevant aspects the equity and hinancial position of Tracicbel Encrgia S.A. on December 31, 2001 and
are appropriate (or the appreciation of the Company's Annual General Meeting.

Opinion on the Consolidated Financial Stutements

In our opinion, the consolidated financiul stutements present fuirly, in all material respects,
the consolidited finnncial position of Tractebel Encrgia 5.4 as at December 31, 2011, and
its consoliduted financinl performance and its consolidued cash flows for the year then /
ended in accordunce with International Financial Reporting Swndards (IFRS) issucd by the x"/

Intemationnl Accounting Standards Board — 1ASB and sccounting practices adopted in

Rio de Junciro, February 7, 2012,

. |

Brazil . / _ 74 o ) ey
Emphasis I/Ge Repende ~__Carlos Guerreiro Pinto-

of le } S ;

ok vl Board Member

We draw anention to Mote 2 to the financial statements, which states that the individual LA & i
finuncial stalements have been prepared in accordance with accounting practices adopted y 7 / y
in Brazil. In the case of Tructebel Enerpia S.A. these accounting practices differ from the 7 Minsaeas _;,},_1, o
IFRSs, upplicable to separate finuncial statements, only with respect to the measurement of / a]{éﬁ £ {:] ;g&g&fﬂ %_ 7
investiments in subsidisries, ussociates and joint ventures by the equity method of Brd Momber  ~

accounting, which, for purposes of IFRS would be measured at cost or fuir value.
Other Matters
Statemenis of Value Added

We have also audited the individual and consolidated stutemenis of value added ("DVA"),
for the year ended December 31, 2011, prepared under the responsibility of the Company”s
munagement, the presentation of which is required by the Bruilian Corporate Law for
publicly-traded companics, und us supplemental information for IFRS that does not require
a presentation of DVA. These stutements were subject to the sume auditing procedures
deseribed sbove and, in our opinion, are fairly presented, in all muaterial respects, in
relation to the finuncial statements tuken as o whole.

The accompanying fnancial statements huve been translated into
convenience of resders outside Brazil.

Rio de Janeiro, February 7, 2012 ;
E f i ¥ / L
\MZ’ i%u (7
DELOITTE TOUCHE TOHMATSL Paulo R
Auditores Independenies Engugem
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