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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENOR S.A)

Azopardo 1025 - Capital Federal

FISCAL YEAR No. 15 BEGINNING ON JANUARY 1, 2006
FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2006
Main business: To render electric power distribution and comnedrservices in the area and under the
terms of the concession agreement by which thiigpservice is regulated (Note 1).
Date of Registration with the Public Registry of Conmerce:
of the Articles of Incorporation: August 3, 1992
of the last amendment to the By-lawsNovember 23, 2005
Term of the Corporation: Through August 3, 2087

Registration number with the “Inspeccion General deJusticia” (the Argentine governmental
regulatory agency of corporations):1,559,940

CAPITAL STRUCTURE
AS OF SEPTEMBER 30, 2006
(amounts stated in pesos)

Class of shares

(Note 22) Subscribed and paid-in

Common, book-entry shares,
face value 1 and 1 vote per share

Class A 424,121,202
Class B 324,327,978
Class C 83,161,020

831,610,200




(. EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A))

(stated in thousands of pesos)

(English translation of the financial statements orignally issued in Spanish - Note 3.
BALANCE SHEETS AS OF SEPTEMBER 30, 2006 AND DECEMBER31, 2005

CURRENT ASSETS
Cash and banks
Investments (Exhibit D)
Trade receivables (Note 4)
Other receivables (Note 5)
Supplies
Total Current Assets

NON-CURRENT ASSETS

Other receivables (Note 5)

Investments in other companies (Exhibit C)

Supplies

Property, plant and equipment (Exhibit A)
Total Non-Current Assets

Total Assets

CURRENT LIABILITIES
Trade accounts payable (Note 6)
Loans (Note 7)
Salaries and social secungstéNote 8)
Taxes (Note 9)
Other liabilities (Note 10)

575,665Accrued litigation (Exhibit E)

2006 2005
2,821 11,65ﬂ
38,028 296,48
257,094 231,92
26,456 21,70
17,346 13,79
341,145
163,280 74,72
79 688
21,615 15,37¢
2,880 2,910,41
3,065,454 008,885
3,407,399 3,576,459

Total Current Liabilities

NON-CURRENT LIABILITIES
Trade accounts payable (Note 6)
Loans (Note 7)
Salaries and social security taxes (Note 8)
Other liabilities (Note 10)
Accrued litigation (Exhibit E)
Total Non-Current Liabilities
Total Liabilities

SHAREHOLDERS' EQUITY (as per related statement)

Total Liabilities and ShareholdersEquity

2006 2005
233,584 205,06
10,801 1,620,12
43,599 34,141
63,508 67,88
29,549 175,79
22,807 18,33
403,839 2,121,341
29,965 26,76
1,092,943 [t
485 12,412
184,748 0
40,048 38,65
13848 77,825
1,770,087 2,199,16p
1,637,312 1,377,284
3,407,399 3,576,45p

The accompanying notes 1 through 32 and supplefreitibits A, C, D, E, G and H are an integral perthese financial statements.



I EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A)

(English translation of the financial statements oiginally issued in Spanish - Note 33)

STATEMENTS OF INCOME

FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2006 AND 2005

(stated in thousands of pesos)

2006 2005
Net sales (Note 11) 1,022,863 947,21
Electric power purchases (589,408 (570,401
Subtotal 433,455 376,80
Transmission and distribution expenses (Exhibit H) (268,649 (258,924)
Administrative expenses (Exhibit H) (67,417 (53,511K
Selling expenses (Exhibit H) (66,983 (63,85
Net operating income 30,406 511
Financial income (expenses) and holding gain €e)ss
Generated by assets

Exchange difference 3,016 (5,589

Interest 10,998 8,874

Holding gain (loss) 231 (392

Generated by liabilities

Financial expenses (*) (22,613 (8,24

Exchange difference (29,896 35,98

Interest (**) (44,136 (85,40

Holding gain (loss) 0 (240
Financial debt restructuring result, net (Note 3.j) 179,243 a
Adjustment to present value of notes (Note 3.j) 75,495 Qg
Other income (expense), net (Note 12) (15,031 5,354
Income (loss) before taxes 187,713 (49,12ﬁu)
Income tax (Note 3.m) 72,315 [0
Net income (loss) for the period 260,028 (49,124)
Earnings (losses) per common share 0.313 (0.059
(*) The breakdown of financial expenses is as fodio
Fees related to the initial public offering of dapstock (Note 29) (10,074 0
Technical assistance Electricidad Argentina S.Até\21) (6,538 0
Financial fees (247 (3,287
Withholdings income tax (4,131 (3,545
Bank charges and commissions (1,623 (1,409
Total (22,613 (8,241

(**) Includes 4,422 and 15,074 as of September2B06 and 2005, respectively, with Related Partiesd 21).

The accompanying notes 1 through 32 and suppleixitibits A, C, D, E, G and H are an intregal pafrthese financial statements



EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A)

(stated in thousands of pesos)

(English translation of the financial statements oiginally issued in Spanish - Note 33)
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2006 AND 2005

2006 2005
Shareholders' contributions Retained earnings
Appropriated Unappropriated
Nominal Adjustment to Total Retained Earnings Retained Earnirgs
Value Capital Legal Reserve Accumulated Total Total
(Note 19) Deficit
Balance at beginning of year 831,10 996,489 1,828,0 53,320 (504,13%) 1,377,244 1,526,“85
Net income (loss) for the period - - - - 260,0p8 260,128 128
Balance at end of period 831,610 996,489 1,828,099 53,320 (244,107) 1,63%{312 1,477,757

The accompanying notes 1 through 32 and supplemertisiesxA, C, D, E, G and H are an integral parthefse financial statements.



I EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A.) |

(English translation of the financial statements oiginally issued in Spanish - Note 3:
STATEMENTS OF CASH FLOWS

FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2006 AND 2005

(stated in thousands of pesos)

2006 2005
Changes in cash and cash equivalents
Cash and cash equivalents at beginning of year 308,139 251,11
Cash and cash equivalents at end of period 40,849 216,04
Decrease in cash and cash equivalents (267,290 (35,069
Causes for Increase (Decrease) in cash and cash eglents
Cash flows from operating activities
Net income (loss) for the period 260,028 (49,128)
Adjustments to reconcile net income (loss) toet cash flows provided by
operating activities
Depreciation of property, plant and equeptn(Exhibit A) 134,759 133,58
Retirement of property, plant and equiptr{&xhibit A) 403 798
(Loss) gain from investments in relatechpanies (12) 36
Financial debt restructuring result, iédte 3.j) (179,243 qg
Adjustment to present value of notes (Nbje (75,495 [0
Exchange difference, interest and persatireloans 67,052 41,81(;"
Supplies recovered from third parties (5,782
Income tax (Note 3.m) (72,315 (0
Changes in assets and liabilities:
Net (Increase) in trade receivables (25,165 (39,10
Net (Increase) in other receivables (20,995 (27,40
(Increase) in supplies (4,008 (4,332
Increase (Decrease) in trade accournystba 31,724 (869
Increase (Decrease) in salaries an@ksecurity taxes 15,581 (717)
(Decrease) Increase in taxes (4,379 13,433
Increase in other liabilities 38,505 25,004
Net increase in accrued litigation 5,872 1,257
Financial interest paid (net of interedtextied) (Note 24) (17,902 (43,048)
Net cash flows provided by operating acivities 148,629 51,32
Cash flows from investing activities
Additions to property, plant and equipm@Ehibit A) (105,125 (86,394
Net cash flows used in investing activities (105,125 (86,394
Cash flows from financing activities
Net (Decrease) in loans (310,794 0
Net cash flows used in financing activities (310,794 Q
Net Decrease in Cash and Cash Equivalents (267,290 (35,06

The accompanying notes 1 through 32 and supplefrexitibits A, C, D, E, G and H are an integral perthese financial statements.



EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.
(EDENOR S.A)

NOTES TO THE FINANCIAL STATEMENTS

AS OF SEPTEMBER 30, 2006 AND 2005 AND DECEMBER 312005

(stated in thousands of peyos

1. ORGANIZATION AND START UP OF THE COMPANY

In compliance with Law N° 24,065 and in agreemeithwhe reform process of the Argentine Federal
Government and the privatization program of Argemtstate-owned companies, the entire business of
generation, transportation, distribution and sdlelectric power carried on by Servicios Eléctriate
Gran Buenos Aires S.A. (SEGBA) was declared touigest to privatization; the operation was divided
into seven business units: three for the distrdruind four for the generation of electric power.

On May 14, 1992, the Ministry of Economy and PublNorks and Utilities, by Resolution N° 591/92,
approved the Bidding Terms and Conditions (Bid Rgel of the International Public Bidding for the
sale of the Class "A" shares, representing 51%efcapital stock of Empresa Distribuidora Norte .S.A
(hereinafter, “EDENOR” or “the Company”) and Empd3istribuidora Sur S.A. (EDESUR S.A)), two
of the three electric power distribution companigs which SEGBA had been divided.

EDF International (EDF S.A.), Empresa Nacional id&léctrica del Ribagorzana, S.A. (ENHER), Astra
Compafiia Argentina de Petroleo S.A. (ASTRA), SécibtAmenagement Urbain et Rural (SAUR),
Empresa Nacional de Electricidad S.A. (ENDESA) drfd. Morgan International Capital Corporation
formed Electricidad Argentina S.A. (EASA) to bidrfthe Class "A" shares of EDENOR, a company
organized on July 21, 1992 by Decree N° 714/9hefRederal Government.

EASA was awarded the Class “A” shares of EDENORetlam a bid of US$ 427,972,977 (equivalent to
the same amount in Argentine pesos as of such. ddte)corresponding contract for the transfer 51
of EDENOR'’s capital stock was executed on Augusitd®2. The award as well as the transfer contract
were approved on August 24, 1992 by Decree N° 1%800f the Federal Government. Finally, on
September 1, 1992, EASA took over the operatiorsENOR.

In accordance with the provisions of Decree N° 9828f the Federal Government, dated February 22,
1993, the recorded values of assets, liabilitied @&t capital arising from the transfer of SEGBAerev
determined on the basis of the price actually f@ic1% of EDENOR'’s capital stock (representedHtoy t
totality of Class “A” shares). This price was alss®ed as the basis to determine the value of thainémg
49% of the capital stock. In order to determine Yladue of the assets transferred from SEGBA, the
amount of liabilities assumed was added to theevaluthe total capital stock of 831,610, determiasd
indicated above. Management estimates that the mtmoof the assets transferred from SEGBA
represented their fair values as of the date opthatization.

The corporate purpose of EDENOR is to engage indik&ibution and sale of electricity within the
concession area. Furthermore, the Company may misor acquire shares of other electricity
distribution companies, subject to the approvathef regulatory agency, lease the network to provide
electricity transmission or other voice, data anshge transmission services, and render advisory,
training, maintenance, consulting, and managenmnicgs and know-how related to the distribution of
electricity both in Argentina and abroad. Theseaviis may be conducted directly by EDENOR or
through subsidiaries or related companies. In amdithe Company may act as trustee of trusts edeat
under Argentine laws, including extending secunextlit facilities to service vendors and supplieztna

in the distribution and sale of electricity, whovkabeen granted guarantees by reciprocal guarantee
companies owned by the Company.



On June 12, 1996, the Extraordinary Shareholdeegtivg approved the change of the Company’s name
to Empresa Distribuidora y Comercializadora NortA. EDENOR S.A.) so that the new name would
reflect the description of the Company’s core beisin The amendment to the Company’s by-laws as a
consequence of the change of the name was apptovéide ENRE Ente Nacional Regulador de la
Electricidad- National Electric Power Regulatory Agency), tigh Resolution N° 417/97 and registered
with the Public Registry of Commerce on August 9971

On May 4 and June 29, 2001, EDF International $aAwholly-owned subsidiary of EDF) acquired all
the shares of EASA and EDENOR held by ENDESA Irdeional, YPF S.A. (surviving company of
ASTRA) and SAUR. Therefore, the direct and indiretderest of EDF International S.A. (EDFI) in
EDENOR increased to 90%.

On April 25, 2005, the Company received a noticenflEDFI whereby it was informed that EDFI, in its
capacity as the majority shareholder of EASA, whieds the controlling company of EDENOR, had
hired the services of the investment bank J.P. oiig order to evaluate strategic alternativesed|#o

its investment and that for such purpose it hadestapreliminary conversations with interested dhir
parties on a non-exclusive and non-binding basis.

On May 24, 2005, EDFI informed that after havingueined different proposals it had decided to start
exclusive negotiations with Grupo Dolphin S.A. androup of associated investors (“Dolphin”) for the

possible transfer of an equity interest in EASA &M©MENOR. Consequently, EDFI informed that it

would conduct negotiations with Dolphin aimed ateeimg into final agreements or that it would

continue to evaluate other strategic alternatiegmurding its investment in EASA and EDENOR, should
those final agreements not be reached.

In addition, on June 29, 2005, the Board of Directof EDF approved a draft agreement with Dolphin
Energia S.A. (Dolphin) pursuant to which it woulslsign 65% of EDENOR’s capital stock (held by
EDFI) through the transfer of all Class “A” commehares held by EASA and 14% of the Class “B”
common shares. In this manner, EDFI would reta2b% interest in EDENOR. The remaining 10%
would be kept by the employees according to thelByeg Stock Ownership Program. The closing of the
agreement took place upon its approval by the spoeding French and Argentine governmental
authorities.

On September 15, 2005, by virtue of the stock pasefsale agreement entered into by EDFI and
Dolphin and Dolphin’s subsequent partial assigns@ftits interest in EASA and EDENOR to IEASA
S.A. (IEASA) and New Equity Ventures LLC (NEV), tiiermal take over by Dolphin took place at the
offices of Caja de Valores S.A., together with dheange in the indirect control of EDENOR through th
acquisition of 100% of the capital stock of EASAhiah is the controlling company of EDENOR, by
Dolphin (90%) and IEASA (10%). Furthermore, as aufe of the aforementioned agreement, the
ownership of EDENOR'’s Class “B” common shares (@spnting 39% of its capital stock) changed with
14% of the Company’s capital stock now being hgldNEV and the remaining 25% being kept by EDFI.

Furthermore, on such date certain contracts arekaggnts were signed, including the following:

i) a voting trust agreement among Dolphin, IEASAMN&nd EDFI, the purpose of which being among
others, to regulate certain issues related to theagany’s governance and management, such as the
appointment of directors and Supervisory Committeembers, certain matters requiring special
treatment and qualified majorities and the hirifigirst class auditors;

i) a Registration Rights Agreement among EDFI, ®BLN and the Company with the purpose of
establishing the procedures and mechanisms thnahgth the shareholder EDFI would be able to ssll it
shareholding in EDENOR in any international stoclarket, should the Company wish to do so,
provided certain conditions are complied with.

The Registration Rights Agreement provides for pleeformance of formal obligations but does not
stipulate any penalties in the event of non-conmgka
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(iii) In addition, until its cancellation on July312006 there was a pledge agreement among EDM, ED
S.A., DOLPHIN and NEV pursuant to which NEV had mgead in favor of EDFI and EDF S.A. a first-
priority preferred security interest on the Clag8 Shares it holds in EDENOR, (representing 14% of
EDENOR's capital stock), as security for the parfance of certain obligations.

Furthermore, at the Ordinary and Extraordinary 8halders’ Meeting held on September 15, 2005, the
following was resolved: i) to approve the amendnterthe Company’s By-laws in order to increase the
number of Class “A” Directors and Alternate Dirastdrom five to seven, and from three to four the
number of Class “B” Directors and Alternate Dirgstoin other words, to increase the number of
Directors and Alternate Directors from nine to tveelrespectively. This amendment was approved éy th
ENRE through Resolution N° 563/05; ii) to ratifyetamendment to the Audit Committee’s Regulations
that had been approved by the Company’s Board i&cdiirs on August 30, 2005, pursuant to which the
number of Committee members was reduced to thrédh, the requirement that two of them be
independent; iii) to approve both the resignatiarisall Class “A” and Class “B” Directors, and
Supervisory Committee members and the appointnfethiar replacements.

Subsequently, the Ordinary and Extraordinary Shddeins’ Meeting held on October 11, 2005 approved

by a majority vote the actions taken by the BodrBicectors and Supervisory Committee members who
resigned as of September 15, 2005 upon the Compaike-over by the new shareholder.

2. BASIS OF PRESENTATION OF THE FINANCIAL STATEMEN TS

Financial statements presentation

These financial statements have been prepared dordence with accounting principles generally
accepted in the Autonomous City of Buenos Aireggeftina (hereinafter “Argentine GAAP”) and the
criteria established by the National Securities @assion (CNV), taking into account that which is
mentioned in the following paragraphs.

As from January 1, 2003 and as required by GerReablution N° 434/03 of the CNV, the Company
reports the results of its operations, determihesvilues of its assets and liabilities and detesmits
profit and loss in conformity with the provisionsTeechnical Resolutions (TR) N° 8, 9 and 16 throdgh
(amended text June 2003). As from January 1, 20@4Company has applied the provisions of TR N°
21 of the Argentine Federation of Professional @idann Economic Sciences (FACPCE) as approved by
the Professional Council in Economic Sciences efAltonomous City of Buenos Aires (CPCECABA),
with specific few exceptions and clarificationsrottuced by General Resolution N° 459/04 of the CNV.

Consideration of the effects of inflation

The financial statements fully reflect the effesfshe changes in the purchasing power of the oogre
through August 31, 1995. As from such date, anddoordance with generally accepted accounting
principles and the requirements of control autiesjtthe restatement of the financial statementsftect

the effects of inflation was discontinued until @eter 31, 2001. As from January 1, 2002, accortting
generally accepted accounting principles, it wdal#ished the reinstatement of inflation adjustnemd
accepted that the accounting basis restated asu#t & the change in the purchasing power of the
currency through August 31, 1995, as well as tretitsas with original date as from such date through
December 31, 2001 be considered as restated & détter date. The financial statements have been
restated to reflect the effects of inflation basedhe variations of the Domestic Wholesale Pnickek.

On March 25, 2003, the Federal Government issuenideeN°® 664 establishing that financial statements
for fiscal years ending as from such date had tprepared in nominal currency. Consequently, and in
accordance with Resolution N° 441 of the CNV, themPany discontinued the restatement of its
financial statements as from March 1, 2003. Thiteiton does not agree with generally accepted
accounting principles which establish that finahstatements were to be restated through Septediber
2003. The Company has estimated that the differanceteria does not have a significant effecttba
financial statements.
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Changes in generally accepted accounting principles

The CNV through its General Resolutions N° 485/08 487/06 decided to implement certain changes in
the generally accepted accounting principles affector fiscal years or interim periods beginning a
from January 1, 2006, by requiring the applicamémR N° 6, 8, 9, 11, 14, 16, 17, 18, 21, and 2d an
Interpretations 1, 2, 3, and 4, of the FACPCE whbk amendments introduced by such Federation
through April 1, 2005 (Resolution N° 312/05) andopitd by the CPCECABA (Resolution CD N°
93/05) with certain amendments and clarifications.

Among the aforementioned changes the following lsamoted: i) the comparison between the original
values of certain assets and their recoverableegalusing discounted cash-flows; ii) the considienadf

the difference between the accounting and tax galesulting from the adjustment for inflation indéd

in non-monetary assets, as a temporary differegltmying the company to either recognize a deferred
tax liability or to disclose the effect of such oge in a note to the financial statements and tiié
capitalization of interest cost on certain assety(those assets that require an extended pefitiche to

be produced or acquired would qualify) during tleent of their construction and until they are in
condition to be used.

The Company has completed its analysis of the inpfathe application of the change mentioned in the
preceding paragraph under (i) on its property, {pdaual equipment and has estimated that said chaifige
not have a significant impact on the Company’srimal position or net income for the year ending
December 31, 2006, given that the fair value —efias the present value of net cash flows arfsing
both the use of the assets and their final dispesakeds their recorded value (Note 3.g). The Gayp
has made projections in order to determine theverable value of its non-current assets, baseden t
estimated outcome of the renegotiation procesgitbestin Note 23 b.

With regard to item (ii), the Company has decideddisclose said effect in a note to the financial
statements. Had the Company chosen to recognizeefthet of the adjustment for inflation of its
property, plant and equipment as a temporary diffee, as of September 30, 2006 a deferred taXitjabi
of approximately 477,821 would have been recordeda result, a prior year adjustment (unappropdiate
retained earnings - accumulated deficit) amountin§03,032 and a credit to net income for the mkrio
under the income tax account, amounting to 25,2%&luding the effects of the allowance, would have
been recorded.

Additionally, had the Company elected to recograzeleferred tax liability, in subsequent years, the
Company would have recorded an income tax changerlthan the charge that will be recognized as a
result of maintaining the criterion applied up b@ tmoment, whose distribution in subsequent yeass h
been estimated as follows:

Year Effect on deferred tax result
Nominal value
2006 (three-month period) 9,600
2007 29,898
2008 27,541
2009 26,396
2010 25,011
2011 - 2015 118,17
2016 — 2020 92,321
Remainder 155,880
Total 477,821
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In accordance with the provisions of TR N° 17, fio@l costs in relation to any given asset may be
capitalized when such asset is in the process adyation, construction, assembly or completion, and
such processes, due to their nature, take lon@gzif time; those processes are not interruptesl; t
period of production, construction, assembly or ptetion does not exceed the technically required
period; the necessary activities to put the asset condition to be used or sold are not subsikti
complete; and the asset is not in condition to beduin the production or start up of other assets,
depending on the purpose pursued with its prodogct@mnstruction, assembly or completion. The
Company capitalized financial costs on propertgnpand equipment from 1997 to 2001 and during the
nine-month period ended September 30, 2006. Fiahmoists capitalized for the nine-month period
ended September 30, 2006 amounted to 7,108.

On May 24, 2006 the Board of the Professional Cibim&conomic Sciences of the Autonomous City of
Buenos Aires approved TR N° 23 "Generally Accepiedounting Principles — Employee benefits upon
termination of labor relationship and other longyiebenefits”. This resolution will be effective the
Company’s financial statements for fiscal yearsnberim periods beginning as from January 1, 2007.
The Company estimates that the application of saélution will not have a significant impact os it
financial statements.

3. VALUATION CRITERIA

The main valuation criteria used in the preparatibthe financial statements are as follows:

a) Cash and banks:

- Inlocal currency: at nominal value.
- In foreign currency: at the exchange rate in effestof the end of the period/year. The
corresponding detail is disclosed in Exhibit G.

b) Current investments:

Current investments include:

- Time deposits, which include the portion of finalciesults accrued through the end of the
period/year; those denominated in foreign curremaye been valued at the rate of exchange in
effect as of the end of the period/year, and

- Money market funds, which have been valued at thegiling market price as of the end of the
period/year.

c) Trade receivables:

Are stated at their nominal value. They includevieess billed but not collected, and services
rendered but unbilled as of the end of the perieallyThe amount thus determined:

1. is net of an allowance for doubtful accounts, ascdbed in more detail in paragraph h) of this
Note.
2. takes into consideration the effects of that whgctmentioned in Note 13.

d) Other receivables and liabilities (excluding loans)

- Inlocal currency: at nominal value.
- Inforeign currency: at the exchange rate in eféecof the end of the period/year. (Exhibit G)

Other receivables and payables include the podfofinancial results accrued through the end of
the period/year, segregating the implicit financomgnponents whenever they are significant.
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Trade receivables and trade accounts payable heam \mlued at nominal value including, if any,
financial results accrued as of the end of theaqgeriThe values thus obtained do not differ
significantly from those that would have been afedi if the generally accepted accounting
principles had been applied, inasmuch as they ledtaiat trade receivables and payables must be
valued at their estimated cash price at the tinth@transaction, plus interest and implicit finagc
components accrued on the basis of the intermalafateturn determined at such opportunity.

Other receivables and liabilities have been valetheir nominal value including, if any, financial
results accrued as of the end of the period. Theesahus obtained do not differ significantly from
those that would have been obtained if the genemdcepted accounting principles had been
applied, inasmuch as they establish that otheiivaoles and liabilities must be valued on the basis
of the best estimate amount to be collected and, paspectively, discounted at a rate that reflects
the time value of money and the specific riskshi® transaction estimated at the time of their being
recorded in assets and liabilities, respectively.

Municipal Bonds

The Municipal Financial Restructuring Bondofios de Saneamiento Financiero Municjpasued
pursuant to Law N° 11,752 have been valued at ttaiversion value according to the legislation
mentioned in Note 31 (i.e. face value converted pgsos at the rate of 1.40 Argentine Pesos per
US Dollar), restated for inflation as of the endtbé period, including the inflation-linked CER
(“benchmark stabilization coefficient”) adjustmeand interest accrued through the end of the
period at an annual rate of 4%.

Due to impairment indicators, the Company has ehran allowance to adjust the value of the
above mentioned bonds to their expected recoveeahtrint (Note 3.h and Exhibit E).

Supplies:

At acquisition cost restated to reflect the effegftinflation as indicated in Note 2. Consumptidn o
supplies has been valued based on the averagmetisid.

The Company has classified supplies into curredtreom-current based on their expected turnover.

The carrying value of supplies, taken as a whoksdwt exceed their recoverable value.

f)  Non-current investments:

It represents the 50% interest held in the relamdpany SACME S.A. (a company organized by
means of equal contributions by distribution companEDENOR S.A. and EDESUR S.A. in
accordance with the Bid Package). SACME S.A. ixliarge of monitoring the electric power
supplied to the aforementioned distributors. A&eptember 30, 2006 and December 31, 2005, the
investment in SACME has been recorded at its ecyailye.

In order to determine the equity value, the reldfempany’s audited financial statements as of
June 30, 2006 and December 31, 2005 have beenTisedCompany has not been made aware of
any events occurred in the related company as pfeS8der 30, 2006 that could significantly
modify that company’s financial position or its uéis. The accounting principles used by SACME
are similar to those applied by EDENOR for the pregion of its financial statements.

g) Property, plant and equipment:

Property, plant and equipment transferred by SE@BASeptember 1, 1992 were valued as of the
privatization date as described below, and resttaéflect the effects of inflation as indicated i
Note 2. The total value of the assets transferreth fSEGBA was allocated to individual assets
accounts on the basis of engineering studies ceedlxy the Company.
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The total value of property, plant and equipmerst Ib@en determined based on the US$ 427 million
price effectively paid by EASA for the acquisitiaf 51% of the Company’s capital stock at
acquisition date. Such price was used to valueetitiee capital stock of EDENOR at 832 million
pesos, which, when added to the fair value of #tetslassumed by the Company under the SEGBA
Privatization Bid Package for 139.2 million les® tfair value of certain assets received from
SEGBA for 103.2 million, valued property plant aeguipment at 868 million; which management
estimates was their fair value as of Septembe®32.1

SEGBA neither prepared separate financial statesneat maintained financial information or
records with respect to its distribution operationgshe operations in which the assets transfawed
EDENOR were used. Accordingly, it was not feasabldetermine the historical cost of transferred
assets.

Additions subsequent to such date have been valuadquisition cost restated to reflect the effects
of inflation as indicated in Note 2, net of theated accumulated depreciation. Depreciation has
been calculated by applying the straight-line meétlower the estimated useful life of the assets
which was determined on the basis of the aboveiomad engineering studies. Furthermore, in
order to improve the disclosure of the account, @mmpany has made certain changes in the
classification of property, plant and equipmensdzhon each technical process.

In accordance with the provisions of TR N° 17, fio&l costs in relation to any given asset may be
capitalized when such asset is in the processafyation, construction, assembly or completion,
and such processes, due to their nature, take pmmgpds of time; those processes are not
interrupted; the period of production, constructiassembly or completion does not exceed the
technically required period; the necessary adtivito put the asset in a condition to be usealor s
are not substantially complete; and the assettisnnoondition so as to be used in the production o
start up of other assets, depending on the purpossued with its production, construction,
assembly or completion. The Company capitalizedrfoial costs from 1997 to 2001 and during the
nine-month period ended September 30, 2006. Fiahmaoists capitalized for the period ended
September 30, 2006 amounted to 7,108 (Note 2).

The recorded value of property, plant and equipmtken as a whole, does not exceed their
recoverable value.

h) Allowances (Exhibit E):

- Deducted from current assets:

« for doubtful accounts: this allowance has been ndmmb to adjust the valuation of trade
receivables up to their estimated recoverable vallie amount of the allowance has been
determined based on the historical series of ditlies for services billed through the end of
the period/year and subsequent collections thereto.

- Deducted from non-current assets:

» for impairment of value of net deferred tax assassof September 30, 2006 the Company has
partially reversed out the valuation allowance ks of December 31, 2005 net deferred tax
assets have been fully reserved. (Note 3.m)

» for impairment of value of Municipal Bonds: dueitapairment indicators, the Company has
recorded an allowance to adjust the valuation af sands to their estimated recoverable
value.



)

15

Accrued litigation (Exhibit E):
Amounts have been accrued for several contingencies

The Company is a party to certain lawsuits and athtnative proceedings in several courts and
government agencies, including with respect toageriax contingencies arising from the ordinary
course of business. The Argentine tax authorit%F(P”) has challenged certain income tax
deductions related to allowances for doubtful aot®unade by the Company on its income tax
returns for fiscal years 1996, 1997 and 1998, aael dssessed additional taxes for approximately
9,300. Tax related contingencies are subject terést charges and, in some cases, to fines. This
matter is currently on appeal to the tax court.iByithe appeal process payment of such claim has
been suspended.

The Company is also a party to civil and labor laitgsin the ordinary course of business.

At the end of each period/year, management evaubatse contingencies and records an accrual
for related potential losses when: (i) paymentebéis highly probable, and (i) the amount can be

adequately quantified. The Company estimates @hgt loss in excess of amounts accrued in

relation to the above matters will not have a niat@dverse effect on the Company’s net income or
its financial position.

Loans:

As of September 30, 2006, the notes resulting ftieenrestructuring process (Note 14) have been
valued on the basis of the best estimate of theuamtm be paid, discounted at a 10% annual
nominal rate, which, in accordance with the Compargriterion, reasonably reflects market
assessments of the time value of money and speeiitrisks.

As of December 31, 2005, loans have been valuetdéordance with the amounts disbursed and
received, respectively, plus any accrued finan@allts based on the rate agreed-upon for each
transaction.

The notes resulting from the restructuring prodesee been disclosed at their principal nominal
value plus any remaining contractual interest auding at the end of the period, net of the
adjustment to their present value as explainedvbelo

Under Argentine GAAP, the exchange of debt instnimi@nder substantially different conditions is
considered as an extinguishment of the former (leht debt before restructuring). As a result, the
former debt instruments are derecognized from thmgany’s financial statements.

The notes must be initially recorded at the vaksulting from the best estimate of the amount to be
paid, and such instruments must be used to rec®ghé extinguishment of the former debt (i.e.,
debt before restructuring). This resulted in a gain254,738 for the nine-month period ended
September 30, 2006.

The best estimate is made on the basis of the miresdue of future cash flows to be paid to
creditors (including interest payments), pursuanthe terms of the notes, discounted at a rate
commensurate with the debt risk involved, whichesknto consideration the time value of money
and specific debt risks.

The extinguishment of the former debt generatedhia of 179,243, however the adjustment to
present value of future cash flows of the noteg, mtarket interest rate of 10% per annum, generated
a gain in the nine-month period ended Septembe?@I6 of 75,495.
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The breakdown of the net result of the extinguishinag the former financial debt (i.e., debt before
restructuring) as of February 22, 2006, is as Waslo

Waiver of principal 55,314
Waiver of unpaid accrued interest 74,971
Waiver of unpaid accrued penalties 65,726
Restructuring cost (16,768)
Gain on debt restructuring 179,243
Adjustment to present value of the notes 75,495
TOTAL 254,738

Shareholders' equity accounts:

These accounts have been restated to reflect feetefof inflation as indicated in Note 2. The
"Shareholders’ Contributions - Nominal value" actbhas been stated at its original value, and the
excess of the adjustment value over its nominalievdlas been included in the “Shareholders’
Contributions — Adjustment to Capital” account.

Statement of income accounts:

- The accounts that accumulate monetary transactisrtd September 30, 2006 and 2005, have
been disclosed at their nominal values.

- The charges for non-monetary assets consumed revalued at cost restated to reflect the
effects of inflation on the basis of the date afusition of such assets, as indicated in Note 2.

- Financial income (expense) and holding gains (B)sbave been disclosed separately under
income (expense) generated by assets and bytiedili

- The financial debt restructuring result and thausfent to present value of the notes are stated
at their nominal value.

Income tax and tax on minimum presumed income:

The generally accepted accounting principles reqthie application of the deferred tax method to
determine income tax. This method consists of gei@ing deferred tax assets and liabilities when
temporary differences arise from the valuation e$eds and liabilities for accounting and tax
purposes. Regarding the restatement of propergntpnd equipment to reflect the effects of
inflation, the Company has applied Resolution MBe(Board) N° 11/03 of the CPCECABA and

General Resolution N° 487/06 of the CNV (Note 2 hafiges in generally accepted accounting
principles).

As of the end of the period, the allowance for impant of value of net deferred tax assets
amounted to 107,577, which reflects the effectdshef Company’s estimate concerning the tariff
increase to be granted by the Federal Governmenie(RB.b).

The reconciliation between the income tax as clthtgehe income statement for the periods ended
September 30, 2006 and 2005 and the amount thdtdwesult from applying the tax rate in effect
(35%) to the income (loss) for the period beformme tax, is as follows:

2006 2005
Income tax calculated at tax rate in effect on
the income (loss) before taxes 65,700 (17,195)
Permanent differences:
Adjustment for inflation of Property, Plant and Hzuent 25,211 25,704
Accruals and other 41,384 (118)
Income tax 132,295 8,396
Decrease in the allowance for impairment of valieed
deferred tax assets (204,610) (8,396)
Income tax benefit for the period 72,315 0
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Allowance for impairment of value of net deferred aix assets

Balance at beginning of year 312,187 294,079
Decrease in the allowance for impairment of valtiret

deferred tax assets (204,610) (8,396)
Balance at end of period 107,577 285,683

Additionally, the breakdown of net deferred taxeassand liabilities as of September 30, 2006 and
December 31, 2005 is as follows:

2006 2005

Non-current deferred tax assets

Tax-loss carry forward 146,906 209,738
Allowance for doubtful accounts and receivablektigation 7,438 6,271
Accruals 74,217 95,025
Deferred exchange difference 0 14,531
Supplies valuation 58 166
Loans 633 6,490

229,252 332,221

Non-current deferred tax liabilities
Property, plant and equipment (22,936) (20,084)
Adjustment to present value of the notes (26,424) 0

(49,360) 20,034

Net deferred tax assets before allowance 179,892 312,187

Allowance for impairment of value of net deferred &x asset§ (107,577)| (312,187)

Net deferred tax assets 72,315 0
Tax losses to be carry forward as of Septembe2@06 are as follow:
Amount Tax rate Year
35% expiring
Tax loss carry forward 2002 395,970 138,590 2007
Tax loss carry forward 2005 23,761 8,316 2010
Total tax losses as of September 30, 2006 419,731 6,904

As tax losses become statute-barred within fivasjghe aforementioned tax losses may be applied
to offset any future taxable income that may an#hin such five-year term.

Additionally, the Company determines the tax onimim presumed income by applying the
current rate of 1% on the Company’s taxable aszetsf the end of the period/year. The tax on
minimum presumed income and the income tax compiéreach other. The Company’s tax
obligation for a given year will be equal to thglmér of these taxes. However, should the tax on
minimum presumed income exceed income tax in amgngfiscal year, such excess will be eligible
for credit against a partial payment of any exceSshe income tax over the tax on minimum
presumed income that may arise in any of the teseqquent fiscal years.

For the nine-month period ended September 30, 20@6,Company has estimated a minimum
presumed income tax charge of 15,672, whereahéyé¢ar ended December 31, 2005 the charge
amounted to 18,200. The corresponding outstandieditchas been included in Other non-current
receivables.
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n) Labor cost liabilities and Early retirements payabk:

0)

They include the following charges:

— for supplementary benefits of paid leave of abselee&red from accumulated vacation,

— for seniority-based bonus to be granted to empkysih a specified number of years of
employment, as stipulated in collective bargainaggeements in effect (as of September 30,
2006 and December 31, 2005, such bonuses amounBda7 and 3,294 respectively), and

- for other personnel benefits (pension plan) to bentgd to employees upon retirement, as
stipulated in collective bargaining agreementsfieot (as of September 30, 2006 and December
31, 2005, the accrual for these benefits amoumté&268 and 7,484, respectively).

Liabilities related to the above-mentioned senjebidsed bonus and other personnel benefits
(pension plans) to be granted to employees, haee betermined taking into account all rights
accrued by the beneficiaries of both plans as qfte®eber 30, 2006 and December 31, 2005,
respectively, on the basis of an actuarial studydaoted by an independent expert as of December
31, 2005. Such liabilities have been disclosed ottt “Salaries and social security taxes” account
as seniority-based bonus and other personnel beresipectively (Note 8).

Early retirements payable corresponds to individyztional agreements. After employees reach a
specific age, the Company may offer them this aptikhe related accrued liability represents future
payment obligations which as of September 30, 20@6 December 31, 2005 amount to 2,583 and
1,385 (current liabilities) and 5,779 and 1,634n(carrent liabilities), respectively (Note 8).

Customer deposits:

Under the Concession Agreement, the Company isvatloto receive customer deposits in the

following cases:

1. When the power supply is requested and the usemé&ble provide evidence of his legal

ownership of the premises;

2. When service has been suspended more than ortee t@rin of one year;

3. When the power supply is reconnected and the Coynigaable to verify the illegal use of the
service (fraud).

4. When the customer is undergoing liquidated banksupt reorganization proceedings.

The Company has decided not to request customessidgfrom residential T1 tariff customers.

Customer deposits may be either paid in cash duded in the customer’s bill, and accrues
monthly interest at a specific rate of Banco dd&ion called “reference” rate.

When a customer requests that the supply servicdideennected, customer’s deposit is credited
(principal amount plus any interest accrued throtigl date of reimbursement). Any balance
outstanding at the time of requesting the discotmeof the supply service is discounted from the
amount so credited. Similar procedures are applieen the supply service is disconnected due to
customer’s lack of payment. Consequently, the Campacovers, either fully or partially, any
amount owed for electric power consumption.

When the conditions for which the Company is alldie@ receive customer deposits no longer exist,
the principal amount plus any interest accruedeiverare credited to the customer’s account.

p) Revenue recognition:

Revenues from operations are recognized on an acbasis and derived mainly from electricity
distribution. Such revenues include energy supphetkether billed or unbilled, at each period-end
and have been valued on the basis of applicabféstar

The Company also recognizes revenues from othesegi® included in distribution services, such
as new connections, pole rental, transportaticenefgy to other distribution companies, etc.
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All revenues are recognized when the Company’'snmaeesarning process has been substantially
completed, the amount of revenues may be reasomaklsured, and the economic benefits
associated with the transaction belong to the Compa

Estimates:

The preparation of the financial statements in et@moce with generally accepted accounting

principles in Argentina requires the Company’s Bbaf Directors and Management to make

estimates that affect the reported amounts of sigset liabilities and the disclosure of contingent
assets and liabilities at the date of the finansiatements. Actual results and amounts may differ
from the estimates used in the preparation ofittantial statements.

Earnings (losses) per common share:

It has been computed on the basis of the numbghnares outstanding as of September 30, 2006 and
2005, which amounted to 831,610,200. There is noirgg (loss) per share dilution, as the Company
has issued neither preferred shares nor corpoosds nonvertible into common shares.

Segment information:

In accordance with the provisions of TR No 18, empany is required to disclose segment
information provided certain requirements are mdis Resolution establishes the criterion to be
followed for reporting information on operating segnts in annual financial statements, and
requires the reporting of selective information aperating segments in interim financial reports.
Operating segments are those components of a cofspactivity about which different financial
information may be obtained, whether for the altmoaof resources or the determination of an
asset’s performance. TR N° 18 also establishesritexion to be applied by a company to disclose
its products and services, geographical areas ajuf rustomers.

The Company is a natural monopoly that operates isingle business segment, electricity
distribution and sale in a specific urban geogregharea, pursuant to the terms of the concession
agreement that governs the provision of this putdicvice. The Company’s activities have similar
economic characteristics and are similar as tortheire of their products and services and the
electricity distribution process, the type or catggof customers, the geographical area and the
methods of distribution. Management evaluates tbmgany’s performance based on net income.
Accordingly, the disclosure of information as désed above is not necessary.

Risk management:

The Company operates mainly in Argentina. Its bessnmay be affected by inflation, currency
devaluation, regulations, interest rates, pricetrotéy changes in governmental economic policies,
taxes and other political and economic-relatedeissaffecting the country. The majority of the
Company’s assets are either non-monetary or deratednin Argentine pesos, whereas the
majority of its liabilities are denominated in U.@ollars. As of September 30, 2006, a minimum
portion of the Company’s debts accrues interedloating rates, consequently, the Company’s
exposure to interest rate risk is limited.

As of September 30, 2006 abécember 31, 2005, the Company has not enterecamtdoreign
currency forward contracts. Furthermore, as of &aper 30, 2006 the Company has not entered
into any interest floating rate forward contracts.
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Concentration risks:
Related to customers
The Company’s accounts receivable derived primérilyn the sale of electric power.

No customer accounted for more than 10% of salethéonine-month periods ended September 30,
2006 and 2005. However, trade receivables balamtésh amount to 53,598 and 58,044 as of
September 30, 2006 and December 31, 2005, resekgctigs disclosed in Notes 4 and 13 -
“Framework Agreement”- are subject to compliandéhthe terms of such Framework Agreement.

Related to employees who are union members

As of September 30, 2006 and December 31, 2005, ofidke Company’s employees were union
members. Labor conflicts, particularly those betvaaions and employers and/or the government,
have generally increased in Argentina since themnecrisis, and particularly over the past years,
despite government measures such as increases mitimum wage and other employee benefits.
EDENOR union-joined employees are members of eitherAsociacion de Personal Superior de
Empresas de Energia (Association of Supervisornsdheel of Energy Companies), which is
generally comprised of workers involved in the sportation and distribution of energy, or the
Sindicato de Luz y Fuerza de la Capital FederadfElc Light and Power Labor Union — City of
Buenos Aires), which is generally comprised of vesskinvolved in the generation of energy.
Although the Company believes that hourly-paid eypés are compensated on a competitive
basis, it has developed incentive programs aimednativating its employees and reducing
employee turnover. The Company relationship withoms is currently stable, however, the
Company may not ensure that there will be no strikework disruptions in the future, which could
have a material adverse effect on the Company'séss and the results of operations, specially
after the social tension caused by the Argentima@aic crisis (Note 31).

The Bid Package sets forth the responsibilitiebaih SEGBA and the Company in relation to the
personnel transferred by SEGBA through Resolutidr28/92 of the Energy Secretariat. According
to the Bid Package, SEGBA will be fully liable fany labor and social security obligations accrued
or originated in events occurred before the takeralate, as well as for any other obligations
deriving from lawsuits in process at such date.

In December 1998, new collective bargaining agregseere signed with the Sindicato de Luz y
Fuerza de la Capital Federal and the AsociaciorPeiesonal Superior de Empresas de Energia.
These agreements would be in effect for a termiva §ears to commence as from the date of
approval and until the signing of a new agreem&ht Ministry of Labor and Social Security
approved the agreements signed with both the Sitwlide Luz y Fuerza de la Capital Federal and
the Asociacion de Personal Superior de Empresa&rd@gia on March 11, 1999 (through
Resolution N° 31) and October 15, 1999 (throughoReti®n N° 318/99), respectively.

During 2005, two new collective bargaining agreetsemere signed with the Sindicato de Luz y
Fuerza de la Capital Federal and the AsociaciorPeiesonal Superior de Empresas de Energia,
which will expire on December 31, 2007 and Octo®&r 2007, respectively. As of the date of
issuance of these financial statements, such agmsnhave not been ratified by the Ministry of
Labor and Social Security.

Financial statements comparison:

Certain amounts disclosed in the financial statémas of December 31, 2005 and September 30,
2005 have been reclassified for comparative pupdsdiowing the disclosure criteria used for the
financial statements as of September 30, 2006.

Such reclassifications do not imply any changeshareholders’ equity as of December 31, 2005
and September 30, 2005 or in the results of itgaijpms for the fiscal year and the nine-month
period ended as of such dates.



4. TRADE RECEIVABLES

The detail of trade receivables as of Septembe2@®6 and December 31, 2005 is as follows:

Current:

Receivables from electric power sales:

Billed
Unbilled (*)
In litigation

Subtotal
Less:

Allowance for doubtful accounts (Exhibit E)

2006 2005
87,809 78,021
185,745 163,322
10,414 10,814
283,968 252,157
(26,874)  (20.228)
257,094 231,929

(*) Includes receivables related to the Framework Agesd for 53,598 and 58,044 as of September 30,
2006 and December 31, 2005, respectively (Note al®) receivables related to the Electric Power
National Fund for 37,149 and 13,329 as of Septer88gr2006 and December 31, 2005, respectively

(Note 23.a).

5. OTHER RECEIVABLES

The detail of other receivables as of Septembe2306 and December 31, 2005 is as follows:

Current:

Prepaid expenses (1)
Advances to suppliers
Advances to personnel
Related parties (2) (Note 21)

Preliminary attachments - ENRE - (Note 23.a)

Other debtors

Allowance for other doubtful accounts (Exhibit E)

Other (3)

Non-current:

Tax credit on minimum presumed income (Note 3.m)

Net deferred tax assets (Note 3.m)
Allowance for impairment of value of net deferred issets

(Exhibit E)
Municipal Bonds (Note 3.d)

Allowance for impairment of value of Municipal Basm¢{Exhibit E)

Other

2006 2005
835 599
1,275 140
179 187
12,449 633
193 248,
9,664 5,283
,180) (1,605)
4,011 3,167
26,456 21,702
2006 2005
881, 66,159
179,892 312,187
(107,577)  (312,187)
11,554 12,016
(5,777) (6,008)
3,357 2,557
163,280 74,724

(1) Includes 102 and 112 in foreign currency (Exhibjtas of September 30, 2006 and December 31,

2005, respectively.

(2) Includes 11,811 foreign currency (Exhibit G) as of September 3006.
(3) Includes 768 and 917 in foreign currency (Exhibjtas of September 30, 2006 and December 31,

2005, respectively.
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6. TRADE ACCOUNTS PAYABLE

The detail of trade accounts payable as of Septe8he2006 and December 31, 2005 is as follows:

Current:

Payables for electric power and other purchéles
Unbilled electric power purchases
Other

Non-Current:

Customer deposits (Note 3.0)

2006 2005
149,089 125,091
76,177 75,152
8,318 4,820
233,584 205,063
29,965 26,762

(1) Includes 14,077 and 12,120 in foreign currency (BixhG) as of September 30, 2006 and
December 31, 2005, respectively. Also, includesamads with SACME S.A. for 632 and 621 as of
September 30, 2006 and December 31, 2005, resplctivalances with EDF International for
6,208 in foreign currency (Exhibit G) and with Bigcidad Argentina S.A. for 482 as of

September 30, 2006 (Note 21—-Related Parties).

7. LOANS

The detail of loans as of September 30, 2006 arwimber 31, 2005 is as follows:

Current:

Financial loans:

In foreign currency (Exhibit G and Note 14)
International Finance Corporation (Note 15)
Global Corporate Notes Program — Class 2 (Note 16)
Related Parties — EDF International (Notes 17 dljd 2
Private Corporate Note with OPIC guarantee (Nofe 18
Post-financing of imports (Note 19)
Other loans (Note 20)
Interest (Note 14) (*)

Non-Current:

Notes:
In foreign currency (Exhibit G and Note 14) (*)
Fixed and Incremental Rate Par Notes — Class A
Fixed and Incremental Rate Par Notes — Class B
Floating Rate Par Notes — Class A
Fixed and Incremental Rate Discount Notes — Class A
Fixed and Incremental Rate Discount Notes — Class B
Subtotal
Adjustment to present value of notes (N&je
Notes at present value

2006 2005

o

62,368

0 536,254
284,868
411,909
78,728
245,999
10,801 0
10,801 1,620,126

[oNeoNoNo)

N
o
»

2005

9238,0

986,0
39,284
472,808
272,153
1,168,438

(75.495)
1,092,943

HOIOOIOOO oo

(*) Includes interest for 1,841; Notes for 204,598)d adjustment to present value with EDF

International for (12,180) (Notes 17 and 21) aSeptember 30, 2006.
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8. SALARIES AND SOCIAL SECURITY TAXES

The detail of salaries and social security taxesfaSeptember 30, 2006 and December 31, 2005 is as

follows:

10. OTHER LIABILITIES

2006 2005
Current:
Salaries payable and accruals 37,719 29,241
Social Security (ANSES) 3,288 3,515
Early retirements payable (Note 3.n) 2,583 1,385
43,590 34,141
Non-Current (Note 3.n)
Other personnel benefits 9,268 7,484
Seniority-based bonus 3,497 3,294
Early retirements payable 5,779 1,634
18,544 12,412
9. TAXES
The detail of taxes as of September 30, 2006 anember 31, 2005 is as follows:
2006 2005
Current:
Provincial, municipal and federal contributicared taxes 18,953 17,152
Value Added Tax (VAT) 14,060 13,388
Tax on minimum presumed income 7,682 6,682
Withholdings 4,114 13,623
Municipal taxes 14,500 13,050
Other 4,199 3,992
63,508 67,887

The detail of other liabilities as of September 3006 and December 31, 2005 is as follows:

2006 2005
Current:
Technical Assistance (Note 21 and Exhibit G) 6,018 022,
Fees related to the initial public offering of dapstock (Exhibit G) 4,131 0
Fees related to debt restructuring (Exhibit G) 7,500 0
ENRE penalties (Note 23 a and b) 0 169,650
Program for the rational use of electric power (FHHR 10,040 0
Other (1) 1,860 4,121
29,549 175,792
Non-current:
ENRE penalties (Note 23 a and b) 184,748 0

(1) Includes 1,346 and 3,022 in foreign currency (EXI®) as of September 30, 2006 and December
31, 2005, respectively.
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11. NET SALES

The breakdown of net sales for the nine-month plerended September 30, 2006 and 2005 is as follows:

2006 2005
Sales of energy (*) 1,001,102 929,366
Other (**) 21,761 17,850

1,022,863 947,216

(*) Net of ENRE penalties for 15,800 and 55,450tfer nine-month periods ended September 30, 2006
and 2005, respectively (Note 23).

(**) Includes pole rental for 9,276 and 6,230 for theeanonth periods ended September 30, 2006 and
2005, respectively

12. OTHER INCOME (EXPENSE), NET

The breakdown of other income (expense), net ®mihe-month periods ended September 30, 2006 and
2005 is as follows:

Gain (Loss)

2006 2005
Income from services (other than the sale of energy 3,600 1,296
Commissions on municipal taxes collection 1,148 1,107
Net income (expense) from technical services (59) 856
Voluntary retirements and terminations (22,730) (12)5
Severance paid (2,415) (2,253)
Accrued litigation (9,000) (7,050)
Supplies recovered from third parties 5,782 0
Disposal of property, plant and equipment (403) (226)
Recovery of operator’'s compensation (Note 21) 0 24,491
Other (954) (344)

(15,031) 5,358

13. FRAMEWORK AGREEMENT

On January 10, 1994, the Company, together with B S.A., the Argentine Federal Government and
the Government of the Buenos Aires Province sigadetamework Agreement aimed at resolving the
issue of supplying electric power to low-incomeaareand shantytowns. Pursuant to such Framework
Agreement, the Company is entitled to receive coragtton from a Special Fund for any non-payments
of electricity supplied to low-income areas and rafmwns. The ENRE approved this Framework
Agreement through Resolution N° 6 dated Januaryi204, which was then ratified by both the Federal
Government through Decree N° 584 dated April 229418nd the Government of the Buenos Aires
Province through Decree N° 1,445 dated June 2,.1994

In accordance with section 5 of the above-mentiodgteement, the Company waived its right to any
claims and/or collection of bills, adjustments,charges and interest arising or accrued from Sdmem

1, 1992 through January 31, 1994, as a resultre€dconnections, power theft, unrecorded consumnpti
or any other form of misappropriation of electriower or illegal use thereof. The economic value
assigned to the above-mentioned waiver amounte@® @00, for which purpose a Special Fund was set
up. The cost of this Special Fund was borne byMtientine Federal Government and the Buenos Aires
Province which contributed a percentage of thes lgffectively collected from users in low-incomeas

and shantytowns. The four-year duration of thiscgdeFund, which commenced as from the date on
which the Framework Agreement went into effect,ezhdn June 30, 1998. The Company has been fully
compensated for the economic effect derived froeratthove-mentioned waiver.
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As permitted by Section 13 of the Framework Agreetnehich stipulates that the terms and conditions
of the Agreement may be subject to review and/qusachents under certain circumstances, and taking
into account that not all of the agreement objesticould be completely fulfilled within the origlha
stipulated period, although most of them had beecoraplished, and considering also that new
shantytowns had appeared which had to be recognikedparties agreed to extend the term of the
Agreement for an additional fifty-month period emgliAugust 31, 2002. During such additional period
the original provisions of the Framework Agreemantd the Regulations continued to be in effect.
Furthermore, a new population census was condwsdeas to identify those shantytowns which up to
then had not been recognized. Said census hascbeagpleted and approved by the regulatory agency.
Furthermore, the above-mentioned extension of themEwork Agreement was approved by the
Argentine Federal Government through Decree N°&8dlJanuary 25, 2001.

As from the expiration date of the above-mentiofedmework Agreement, the Company continued
supplying electric power services to low-incomeaarand shantytowns.

On October 6, 2003, the Company signed a new Framkewgreement with the Argentine Federal
Government and the Government of the Buenos Aimewifce for a term of four years, which
retroactively covers all the services providedrasifSeptember 1, 2002. This agreement may be rehewe
for another four-year term should the parties seag

The new Framework Agreement, whose terms and donditare similar to those of the previous
agreement, was ratified by both the Federal Exeeu®iower and the Government of the Buenos Aires
Province through Decree N° 1972 dated Decembe2@% (published in th®fficial Gazetteon January

5, 2005) and Decree N° 617 dated April 5, 2005 [jphed in theOfficial Gazetteon May 23, 2005),
respectively.

As disclosed in Note 4, receivables under the Freorie Agreement as of September 30, 2006 and
December 31, 2005 amounted to 53,598 and 58,0f&cti¢ely. During the current period, the Company
collected 9,016; 7,376; 1,998, 2,776, and 2,75ZFebruary 17, 2006, March 7, 2006 and March 29,
2006, August 14, 2006 and September 27, 2006, cégply (Note 32).

14. RESTRUCTURING OF FINANCIAL DEBT

On January 19, 2006, the Board of Directors apmitdihe launching of a solicitation of consent foe th
restructuring of the Company’s financial debt thgbuhe exchange of such debt for a combination of
cash and notes (the Restructuring) pursuant tdumtary exchange offer (the Voluntary Exchange ©ffe
and/or an out-of-court reorganization agreemetgkdo Preventivo Extrajudicialthe APE).

Furthermore, the holders of Gain Trust Notes du2005, which represent an interest in the private
corporate note issued by the Company (Note 18) bgld financial trust, were offered to directly

participate in the Restructuring by exchanging rti@&ain Trust Notes for Floating Rate Notes due in
2006, and then exchanging such Notes for the ceratidn offered in the Restructuring.

The Restructuring

The Company made an exchange offer and launchefdicitation of consent to execute an APE with
eligible holders of its outstanding financial debh APE is an insolvency procedure available totdiesb
under the Argentine Bankruptcy Law (LCQ) consistiofyan out-of-court reorganization agreement
between a debtor and creditors holding at leastthivds of unsecured debt, which is subject togiadi
confirmation. Upon judicial confirmation, the ARfecomes binding on all unsecured and non preferred
creditors, including non-consenting creditors, eetor not such creditors have participated in the
negotiation or execution of the APE.

Creditors holding more than 65% of the Company’sstanding financial debt (including accrued and
unpaid interest and applicable penalties, if aragehcommitted, by signing support agreements wigh t
Company, to tender their debt in the Voluntary liamge Offer and give their consent to the APE,
should this procedure be initiated.
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The Company could carry out the Restructuring imoedance with one of the following three
alternatives:

e If creditors holding at least 66% but less than 93%he aggregate outstanding amount give their
consent to the Restructuring, the Company, the &tipg Creditors and the APE Representative,
on behalf of Consenting Creditors, will promptlyeexte the Restructuring Agreement, and the
Company may, at its own option, either proceed wittfiandatory Exchange through the APE or an
In-APE Exchange on the Consummation Date or onlth&APE Exchange Date, respectively,
subject in each case to the fulfillment of the Gtiads to the APE Restructuring Alternatives;

e If creditors holding at least 93% but less than 98%he aggregate outstanding amount give their
consent to the Restructuring, the Company maytsatwn option, either proceed with an In-APE
Exchange (subject to the fulfillment of the Condlits to the APE Restructuring Alternatives) on the
In-APE Exchange Date or carry out the Voluntary liamge Offer (subject to the fulfilment of the
Conditions to the Voluntary Exchange Offer) on Yawuntary Exchange Date; or

» If creditors holding at least 98% of the aggregait#standing amount give their consent to the
Restructuring, the Company will carry out the Vahny Exchange Offer (subject to the fulfillment
of the Conditions to the Voluntary Exchange Offem)the Voluntary Exchange Date.

Each of these alternatives was subject to thellfodint of certain conditions, including all necagsa
regulatory approvals.

On February 22, 2006, the Company informed thatitoes holding 100% of the Company’s outstanding
financial debt (including accrued and unpaid irgerand applicable penalties) had accepted the
restructuring process of the financial debt, eitwerdirectly giving their consent and/or signingppart
agreements with the Company. Consequently, in decwe with the degree of acceptance received, the
Company carried out the Restructuring following thied alternative mentioned above.

The Company carried out the Restructuring throlmghexchange of the outstanding financial debt held
by consenting creditors, at such creditors’ optisubject to proration and reallocation, for oneaor
combination of the following alternatives, whicltinde the issuance of notes under the current catgo
notes program (Note 16):

* The Fixed Rate Par Option: For each US$ 1,000 jp@hcamount of outstanding financial debt,
creditors received Fixed Rate Par Notes for a nahialue of US$ 1,000. The amount of Fixed Rate
Par Notes issued under the Restructuring was rgesuto a maximum amount. Interest on Fixed
Rate Par Notes will be payable semiannually inaasr@t an annual fixed rate, as detailed in thie tab
below, and principal will be due and payable in emual installments based on the amortization
schedule detailed in the table below:

Annual Interest Rate on Annually Scheduled
Year Fixed Rate Par Notes Amortization
1 3.0% 0.0%
2 4.0% 0.0%
3 5.0% 0.0%
4 6.0% 0.0%
5 8.0% 0.0%
6 9.0% 10.0%
7 9.5% 10.0%
8 through 11 10.0% 10.0%, 10.0%, 10.0%, 50.0%

An amount of US$ 123.8 million in notes was issuader this option.
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» The Floating Rate Par OptioRor each US$ 1,000 principal amount of outstandingncial debt,
creditors received Floating Rate Par Notes fopminal value equal to (i) US$ 1,000 plus (ii) any
accrued and unpaid interest as of December 31, 280&8uding penalty interest and additional
amounts, if any) in respect of such US$ 1,000 jpadcamount of outstanding financial debt (or, in
the case of Gain Trust Notes, any accrued and dripirest as of December 31, 2005 (excluding any
penalty interest and additional amounts, if anyjeispect of such US$ 1,000 principal amount of Gain
Trust Notes). A maximum of US$ 50 million principainount of outstanding financial debt could be
exchanged under this option. Interest on FloatimgeRPar Notes will be payable semiannually in
arrears at an annual rate equal to LIBOR plus aaghrand principal will be due and payable in
semiannual installments based on the amortizatibadule detailed in the table below:

Annual Spread Annually Scheduled
Year Floating Rate Par Notes Amortization
1 0.0% 0.0%
2 0.0% 0.0%
3 1.0% 0.0%
4 through 6 1.5% 0.0%, 0.0%, 5.0%
7 through 14 2.0% 5.0%, 5.0%, 5.0%, 5.0%, 5.0% 10.0%,

10.0%, 50.0%
An amount of US$ 12.7 million in notes was issuader this option.

* The Combination Option: For each US$ 1,000 princigeount of outstanding financial debt,
creditors received (i) a cash payment of US$ 28B(@nDiscount Notes for a nominal value of US$
667. A fixed amount of US$ 360 million principal emmt of outstanding financial debt could be
exchanged under this option. Interest on DiscowteBlwill be payable semiannually in arrears at an
annual fixed rate, and principal will be due anggide in semiannual installments based on the
amortization schedule detailed in the table below:

Discount Applicable to Annually Scheduled
Year Annual Interest Rate Amortization
1 3.0% 0.0%
2 3.5% 0.0%
3 10.0% 5.0%
4 11.0% 5.0%
5 through 9 12.0% 5.0%, 5.0%, 10.0%, 10.0%, 60.0%

An amount of US$ 240 million in notes was issuedarrthis option.

The Company did not make any payment or capitalesegl accrued and unpaid interest or any other
accrued or unpaid additional amount on any Out@tgnBebt exchanged under the Restructuring, other
than as set forth in the above options.

Finally, on April 24, 2006, the Company made a cpaliment of US$ 102,000,028 to those creditors
who had chosen the Combination Option, and an iaddit payment of US$ 4,735,872 to those creditors
who had validly given their consent and tendereiir thutstanding financial, pursuant to the termshef
restructuring proposal. The latter amount represignérest accrued on the original debt principabant

at the interest rate applicable to the notes ferghriod extending from January 1, 2006 to the déte
issuance of the notes, which was, April 24, 2006.

Furthermore, in conformity with the options selecbs the financial creditors and after applying pine-
ration and allocation mechanism, EDENOR issuechtites under the Global Corporate Notes Program
(Note 16).
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Therefore, the Company’s post-restructuring deabictire was comprised of the following Notes:

Type Class  Amount (US$)
Fixed Rate Par Note A 73,484,603
B 50,288,983

Floating Rate Par Note A 12,656,086
. A 152,321,909

Discount Note

B 87,678,076
Total 376,429,657

As a result of the restructuring process, the defdiwdebt prior to the restructuring, which amoudnte
US$ 540.9 million as of February 22, 2006, was ceduto US$ 376.4 million, with an average term of
more than 8 years, at an average cost of 8% aabrfiaturity in 2019.

Main covenants

As established in the trust agreement for the resti®f corporate notes, the main covenants assimed
relation to this transaction are the following:

- Based on the level of excess cash (leverage ratio) subject to maintaining an established
minimum cash balance of US$ 15 million, the Compuaiiybe subject to the following conditions:

If EDENOR’s Leverage Ratio (defined as Total Finah®ebt to Consolidated EBITDA) is higher
than 3.5, any excess cash shall be applied, aCtmepany’s discretion, either for the purchase of
notes through market purchases or for the optima@mption of notes.

If the Leverage Ratio is equal to or lower than, D&t higher than 3.0, the Company, at its
discretion, will apply any excess cash as follows:

A minimum of 50% of such excess cash shall be afdpkt the Company’s discretion, either for the
purchase of notes through market purchases ohéooptional redemption of notes; and a maximum
of 50% of such excess cash shall be used to makeitferd capital expenditures, regulatory capital
expenditures or additional capital expenditures;

A minimum of 75% of such excess cash shall be agpkt the Company’s discretion, either for the
purchase of notes through market purchases ohéooptional redemption of notes; and a maximum
of 25% of such excess cash shall be used entitelyeaCompany’s discretion, including, without
limitation, for the payment of dividends;

If the Leverage Ratio is equal to or lower than, 30t higher than 2.5, the Company, at its
discretion, will apply any excess cash as follows:

A minimum of 50% of such excess cash shall be afdpkt the Company’s discretion, either for the
purchase of notes through market purchases ohéooptional redemption of notes; and a maximum
of 50% of such excess cash shall be used entitelyeaCompany’s discretion, including, without
limitation, for the payment of dividends;

If the Leverage Ratio is equal to or lower than & Company is exempt from complying with the
above-mentioned conditions and therefore any exzass may be applied at its discretion.

- The Company may make permitted capital expenditupe® an agreed-upon annual amount.
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- Upon the occurrence of an Adverse Event, EDENORsaliscretion, may elect to defer, reschedule
and capitalize up to one year of principal amotiimapayments and one year of interest payments
on any or all series of notes by written noticahte holders on each payment date or prior thereto.
This provision may be invoked only once in respefcboth an Adverse Cash Flow Event and an
Adverse Devaluation Event during the term of thedso
Adverse Cash Flow Event means the occurrence oéaent or series of events that are outside the
Company’s control and result in the Company'’s ilitglto meet its debt service obligations, to the
extent that the minimum cash balance is maintaiAdslerse Devaluation Event means any measure
or series of measures taken by the Argentine govent, general market conditions or any other
event that results in a 20% or larger devaluatiotih® Peso in any period of 12 consecutive months
after the Issuance Date as compared to its valoé Zenuary 1, 2006.

- The Company may incur additional indebtedness stibjecertain conditions that are described in
the trust agreement for the issuance of the cotporates.

- Restricted Payments: No dividends shall be paid éptril 24, 2008 or until such time when the
Company’s Leverage Ratio is lower than 2.5, whi@neaccurs first. Fees payable under the
technical assistance agreement shall not exceed?Usiion. Payments to EASA shall not exceed
US$ 2.5 million in any fiscal year.

- The Company may suspend compliance with any cotsmmaovided that its leverage ratio is equal
to or lower than 2.5.

- In the case that the Company carries out a prinegyyity public offering and as long as the
Company’s Leverage ratio is higher than 2.5, thenany shall be required to apply 25% of the net
cash proceeds of the base offering amount to psechates through market purchases, taking into
account that the Company shall have a two-yeaogdéo make the aforementioned purchases of
notes through market purchases and the Company bhgk no obligation to make the
aforementioned purchases of notes at a price gribate the face value of the Notes.

As of the date of issuance of these financial statdgs, the Company has been complying with its

obligations as stipulated in the trust agreemdated to the corporate notes issued after theussiting
of the financial debt.

LOAN FROM THE INTERNATIONAL FINANCE CORPORATION

In order for the Company to obtain the necessamg$uo accomplish its investment program aimed at
rehabilitating and improving the electric powertdisution network and reducing power losses, on May
3, 1994, the Company entered into a loan agreewiémthe International Finance Corporation (IFC) fo
US$ 173,000,000 in three tranches, to wit:

a) Tranche "A" for US$ 30,000,000 accruing interastLIBOR (fixed rate of 6.125% as from
September 15, 1995) + 3% per annum until Septettihet998 and + 1.625% per annum as from that
date, payable in 16 semiannual installments staBeptember 15, 1995; early repayment permitted.
b) Tranche "B" for US$ 128,000,000 syndicated veitigroup of banks, accruing interest at LIBOR
(fixed rate of 5.985% as from September 15, 1992)875% per annum until September 15, 1998
and + 1.5% as from that date, payable in 12 sem@ninstallments starting September 15, 1995;
early repayment permitted.

¢) Tranche "C" for US$ 15,000,000 accruing interast_LIBOR + 3% per annum + premium in
accordance with the Company's profits, maturind/anch 15, 2005.

On September 15, 1998 through the issuance of singrporate notes Series 2B (Note 16), the Company
made a partial early repayment of Tranche “B” foraanount of US$ 32,083,333. As of September 15,
2001, the debt corresponding to said tranche had haly repaid.
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Furthermore, together with the above-mentionedygapayment, some of the conditions stipulatedhén t
original agreement have been modified. The new lgneement stipulates, among others, the following
covenants for the remaining life of the loan:

- No long-term debt shall be incurred if:
a) the total liabilities to shareholders’ equityioas higher than 1.5 and/or
b) the interest hedge ratio (EBITDA / interest)awer than 3 until the final maturity of Tranche
HAH.
- No dividends shall be distributed in the evenhoh compliance with any principal and/or interest
payments under the loan agreement signed with IFC.

Therefore, the restriction on the incurrence ofgléerm debt if long-term debt to shareholders’ gqui
ratio exceeded 0.54 and the projected debt seminesrage ratio were lower than 1.4, has been
eliminated. Additionally, restrictions imposed dmetdistribution of dividends if the Company did not
meet the requirement to maintain a projected debtice coverage ratio higher than 1.2 and a lityid
ratio higher than 1 after the payment of divideridsse also been eliminated.

Furthermore, the following loan guarantees havenbeléninated: the irrevocable assignment of the
Company's trade receivables from its main privatestemers up to a minimum amount of US$
6,000,000, and the irrevocable assignment by thepaoay and/or EASA to the IFC of the contractual
claims or any other claim or right against the Avtyge State or any agencies thereof, to be indeechif
in the event of termination of the concessionher nationalization, condemnation or expropriatibthe
Company’s property or effective control thereon.

On September 30, 1997 the IFC announced the féitit of the Project based on the facts that the
moving average of total electric power losses fpegod of 12 consecutive months had been lower tha
16% and that the financial ratios set forth in Aggeement had been met during such year. Therefoze,
IFC released the operators from the obligation éouse financial support to the Company through
subordinated loans and eliminated the restrictimpdsed on the acquisition of property, plant and
equipment or other non-current assets for a totlimum amount of US$ 120,000,000, thus enabling
the Company to modify its investment plan withony &imitation whatsoever.

The outstanding balance of tranches “A” and “Ctlad above-mentioned loan is as follows:

As of September 30, 2006 As of December 31, 2005
Principal Tranche “A” 0 11,370
Principal Tranche “C” 0 45,480
Total principal 0 56,850
Interest and penalties 0 5,518
Total 0 62,368

Balances as of December 31, 2005, which are dsglosNote 7, were included in the debt restruntri
referred to in Note 14.

GLOBAL CORPORATE NOTES PROGRAM

The Extraordinary Shareholders’ Meeting held on ésig5, 1994, approved the creation of a global
program for the issuance of US$ 300,000,000 cotparates non-convertible into shares (the Program).
On September 23, 1996, the Ordinary Shareholdeegtig ratified by consent resolution the creatibn
the Program, to be issued in different and suceessdasses and/or series, whether cumulative qr not
with a term of five years to commence as from tlaedof authorization by the National Securities
Commission (CNV) or the maximum term which mayhe future be generally authorized by regulations
in effect, and with an amortization period, for leatass and/or series and/or any newly issued hates
may be authorized under the Program, which mayadess than thirty days or more than the period to
be duly determined by the Board of Directors, fprto a maximum amount outstanding at any time
during the term of the Program of up to US$ 300,000, or its equivalent in any other currency.
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On November 5, 1996 the CNV authorized the issuasfc&S$ 300,000,000 corporate notes non-
convertible into shares under the Program.

On September 15, 1997 the Extraordinary Sharelsllfiéeeting unanimously approved the increase of
the maximum amount of the current Program to USK@mD,000 or its equivalent in any other currency,
outstanding at any time during the life of the Rawog and ratified the rest of the terms and conuiitiof
the Program. On February 27, 1998, through CeatiidN® 193, the CNV authorized the public offering
of the aforementioned increase in the amount oPtlogram.

On June 7, 2001, the Extraordinary ShareholdersetiMg approved a five-year extension of the
Program. Said extension was authorized by the CN\Geptember 4, 2001 upon the Company’s filing
with the corresponding regulatory agencies of #gessary documentation.

Finally, on February 23, 2006 the Extraordinaryr@halders’ Meeting approved a new extension of the
Program for an additional five-year term with fimakturity on March 23, 2011 . Said extension was
approved by Resolution N° 15,359 of the Board akbBtors of the CNV. Furthermore, the maturity term
of Corporate Notes to be issued in the future vieasged from 7 days to 20 years from the date akiss

Issues under the Global Corporate Notes Program
Class 1 Corporate Notes

On December 4, 1996 the Company issued Class loGepNotes at a floating interest rate for an
amount of US$ 120,000,000 with a five-year term amdissuance price of 99.69% of the principal
amount. The notes accrued interest as from the afatsuance at an annual rate of 9.75% payable on
June 4 and December 4 each year with the firstastgpayment maturing on June 4, 1997. The notes
were to be amortized in one single payment at rtgtglate, which was December 4, 2001. The
corporate notes had been authorized to trade oBukaos Aires Stock Exchange, thercado Abierto
Electronico(OTC market of Buenos Aires) and the LuxembourgExchange. They were represented
by one restricted, registered, global corporatee,nahose shares would be traded through the ctgarin
systems with Caja de Valores S.A.

The Company repaid Class 1 corporate notes on ityatur
Class 2 Corporate Notes

On June 16, 1998 the Company’s Board of Directpps@ved the issuance of Class 2 Corporate Notes at
a floating interest rate for an amount of US$ 280,000. On June 29, 1998, the CNV authorized the
updating of the prospectus for such issuance.

Class 2 Corporate Notes are comprised of the fatigwthe 2A Series for an amount of US$ 125,000,000
issued on August 17, 1998, and the 2B Series famaount of US$ 125,000,000 issued on September 15,
1998, with a five-year term, early repayment peediton any interest payment date. The notes accrue
interest at 180-day LIBOR plus the following spre&adl25% for the first year, 1.250% for the second
year, 1.625% for the third year and 1.875% forftheth and fifth years.

Interest was payable on June 15 and December dachfyear beginning December 15, 1998, and ending
June 15, 2003. After a one-year grace period hapdsel, the corporate notes were to be repaid as
follows: US$ 25,000,000 on June 15, 1999, US$ Zh[@D on December 15, 1999, US$ 18,750,000 on
June 15, 2000, US$ 18,750,000 on December 15, 208% 37,500,000 on June 15, 2002, US$
37,500,000 on December 15, 2002 and US$ 87,50@00ane 15, 2003.

The proceeds of this operation were used for thewiing:

(i) early repayment of the loan granted by theritmerican Development Bank,

(ii) early partial repayment of the loan grantedtly International Finance Corporation (Note 15),
(iii) early repayment of other Company’s liabilgie

(iv) financing of investments and,

(v) working capital, in conformity with the provisis of Corporate Notes Law.
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Both series of Class 2 Corporate Notes had bedmwazed to trade on the Buenos Aires Stock Exchange
the Luxembourg Stock Exchange and Mercado Abierto Electrénico

On June 14, 2002, the Company and the holdersads@ Corporate Notes issued under the Program
agreed to postpone the repayment of principal flame 15, 2002 to September 15, 2002, making iriteres
payments on each date as stipulated in the origovaditions of issuance.

Also, both the trustee and the holders of the afm&etioned corporate notes, as well as the trustee
the holders of the private corporate note with OBU@rantee, exempted the Company from complying
with certain financial ratios, stipulated in thespective debt issuance documents, from July 152 200
September 15, 2002.

The outstanding balance of Class 2 Corporate Nstas follows:

As of September 30, 2006 As of December 31, 2005
Principal — Class 2 0 492,700
Interest and penalties 0 43,554
Total 0 536,254

Balances as of December 31, 2005, which are dsglosNote 7, were included in the debt restrungri
referred to in Note 14.

Class 3 Corporate Notes

On April 25, 2002, the Company issued Class 3 QatedNotes for an amount of US$ 82,000,000, at a
floating interest rate, with final maturity in 2005he proceeds of the issue were used to repalpéme
agreement entered into with Citibank N.A. on Deceng) 2001.

The corporate notes were issued at 100% of thenimad value. Principal was to be repaid in four aqu
semiannual installments of US$ 20,500,000, matudngOctober 25, 2003, April 25 and October 25,
2004, and April 25, 2005. The notes accrued inteat&IBOR plus 6% for the first year, 4.5% for the
second year and 3% for the third year, payable aemoially.

During the term of the corporate notes, the Comgaad/to comply with certain financial restrictiotws
wit:

- maintain the total liabilities to total liabil@s plus shareholders’ equity ratio below 0.60;

- maintain the interest hedge ratio (EBITDA / imt®t) above 3.

At the date of issuance of these notes, investadsthe option to assign and transfer to a trustheir
rights under the notes in exchange for pass-thrauggtificates issued by said trust. These certdisa
were unconditionally guaranteed by EDF Internatioaad were thus fully protected from any
commercial and political risk. After the secondchimersary of the corporate notes, holders of pass-
through certificates would have a one-time oppdtyuin exchange them for non-guaranteed securities.

On October 25, 2002, EDENOR suspended the firsrést payment on the Class 3 Corporate Notes
issued under the program. Such payment was ma&®Byinternational S.A. in its capacity as guarantor
of the transaction anthe holders received the funds in due time and exra(ote 17). The second,
third, fourth, fifth and sixth interest paymentsiefhmatured on April 25 and October 25, 2003, ARSI

and October 25, 2004, and April 25, 2005, respebtiwere made by the Company.

The payment of the first, second, third and fouatid last principal installments, which matured on
October 25, 2003, April 26 and October 25, 2004, April 25, 2005, respectively, were made by EDFI
(Note 17).
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17. LOAN FROM EDF INTERNATIONAL S.A.

18.

EDENOR has an outstanding financial debt with Eleité de France International S.A. (EDFI), which
has been incurred from 2002 to 2005 in six tranched that has arisen from the effective payment of
principal and/or interest installments on ClassoBpOrate Notes for a total amount of US$ 87.8 onillat

a floating interest rate and with final maturity #005 (Note 16), made by EDFI pursuant to the
“Guarantee Agreement” dated April 25, 2002 and suwh®n rights in respect of the issue of Class 3
Corporate Notes.

The total amount of principal owed is as follows:

Tranche Amount (US$) Rate Commencement  Maturity date
I 3,412,822.92 Fixed 10/25/02 04/29/05

Il 2,363,000.00 Fixed 09/06/03 04/29/05

11 20,500,000.00 Fixed 10/27/03 04/29/05
v 20,500,000.00 Fixed 04/26/04 04/29/05

\Y 20,500,000.00 Fixed 10/22/04 04/29/05

VI 20,500,000.00 Fixed 04/22/05 04/29/05

Interest accrued for each tranche through AprilZZ¥)5, which amounted to US$ 4,605,170.83, was paid
on May 11, 2005 As from such date a floating LIBEIRs 2% rate was established for each tranche.

The outstanding balance of the loans granted byellated company EDFI, is as follows

As of September 30, 2006  As of December 31, 2005

Principal 204,593 266,136
Interest and penalties 1,841 18,732
Adjustment to present value (12,180) 0
Total 194,254 284,868

Balances as of December 31, 2005, which are disdlas Notes 7 and 21, were included in the debt
restructuring referred to in Note 14. Balances fiSeptember 30, 2006 correspond to the new debt
instruments referred to in Note 14.

PRIVATE CORPORATE NOTE WITH OPIC GUARANTEE

On June 16, 2000, the Company raised US$ 140,000t00ugh the private placement of a corporate
note which was part of the assets of a financiattir The five-year term corporate note with aekyear
grace period matured on May 31, 2005. The main geamd conditions of the transaction were the
following:

* Interest rate: LIBOR + 2% per annum, payable semially, with first payment maturing on
December 15, 2000, second to sixth payments on I&rend December 15 of each year, seventh
payment on November 30, 2003, eighth payment on 813y2004, ninth payment on November 30,
2004 and tenth payment on May 31, 2005.

» OPIC (Overseas Private Investment Corporation)rarsze coverage: the corporate notes issued under
the financial trust had an OPIC insurance that reveepayment of principal against the risk of loca
currency inconvertibility and foreign currency ntvansferability. OPIC premium was 0.5% per
annum on outstanding principal, and did not coterrisk of local currency devaluation. In January
2004, the Company suspended said insurance covbegmise it deemed that the circumstances
based on which the insurance had been taken oetmeelonger present.

» Repayment schedule: four equal installments of 358%00,000 maturing on November 30, 2003,
May 31, 2004, November 30, 2004, and May 31, 2005.

e Early repayment: permitted, whether in part ofuih

» Restrictions: the following financial covenants wéo be maintained:

- capitalization ratio: “Total Financial Debt / (b Financial Debt + shareholders’ equity)” lower
than or equal to 0.6;
- interest hedge: “Ebitda / interest” higher tharequal to 3.
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The agreement under which the corporate notes issued included neither restrictions on the payment
of dividends nor any guarantees. Moreover, theyewst part of the Global Corporate Notes Program
detailed in Note 16.

Furthermore, the trustee and the holders of theafriCorporate Notes with OPIC guarantee exempted
EDENOR from complying with certain financial ratissipulated under the respective debt issuance
agreements, from June 15, 2002 through Septemh&003.

Repurchase of debt in cash

On November 10, 2004 the Company announced theldnm of an offer to purchase in cash all of its
financial debt (Corporate Notes, Bilateral LoansstHinancing of Imports), with the exception ofth
debt between EDENOR and EDFI.

The offer was maintained for 20 days, its closiatedoeing December 10, 2004. The purchase price for
each US$ 1,000 of principal of debt instruments ldvdee determined according to a modified Dutch
auction sale procedure, with prices ranging fron$J80 to US$ 750.

The final accumulated principal amount of the Dbtstruments offered was US$ 12,000,000 entirely
held by holders of Private Corporate Notes with ©®uarantee, thus reducing the original amount to
US$ 128,000,000. The purchase price for the abosetioned offer of Debt Instruments was US$ 740
for each US$ 1,000 of principal. The gain obtaiasd result of such transaction amounted to 9,285.

The outstanding balance of Private Corporate NetdsOPIC Guarantee is as follows:

As of September 30, 2006

As of December 31, 2005

Principal 0 388,096
Interest and penalties 0 23,813
Total 0 411,909

Balances as of December 31, 2005, which are dsglosNote 7, were included in the debt restrungri
referred to in Note 14.

POST-FINANCING OF IMPORTS

On September 4, 2001, October 12 and 30, 2002, iM&8¢ 2002 and January 9, 2003 the Company
entered into five loan agreements for a total arhofiuS$ 23,997,780.75 consisting of post-finanaifig
import transactions with Bank Boston/BIGSA, Angtsh Bank PLC, Banco Rio, ABN-Amro Bank and
Landebank Waden Wurttemberg. The proceeds of @eslavere used to finance the Company’s annual
investment plan. These loans were taken and substiguenewed by the Company at a time when
EDENOR had virtually no access to credit. The Comyplaas become aware of the assignment of these
loans to different creditors with the original ternof issue having been maintained. The principal
characteristics of each loan were as follow:

BankBoston/ Anglo Irish . ABN-Amro Landesbank
BIGSA Bank PLC Banco Rio Bank Waden
Wurttemberg

Amount (US$) 997,780.75 3,000,000 5,000,000 5,000,00 10,000,0p0
Maturity March 14, 2003] June 14, 2004 September 15, 2002 | A@2D03 | June 14, 2004
Interest rate 90-day Libor 180-day Libor 180-day Libor 90-day Libdr 0-8lay Libor
Spread over rate +6.00 % + 0.55 % + 6.50 % +1.00 % +0.90 %
Payment of interest Quarterly Semiannually Semiannually Quatrterly| Quarterly
Repayment At maturity At maturity At maturity At maturity At matity
Financial restrictions None None None None None
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The outstanding balance of these loans is as fellow

Principal

As of September 30, 2006

As of December 31, 2005

Interest and penalties

Total

0 72,761
0 5,967
0 78,728

Balances as of December 31, 2005, which are disglosNote 7, were included in the debt restrungri
referred to in Note 14.

OTHER LOANS

On October 12 and 30, 2000, the Company enteredfinte loan agreements for a total amount of US$
60,000,000 consisting of bilateral transactionshvieank Boston, Bank of Tokyo and Banco Santander
Central Hispano The proceeds of the loans were wesegpay short-term loans.

Subsequently, on October 19, 2001, the Companyezhteto a new loan agreement for a total amount of
US$ 15,000,000 consisting of a bilateral transactigth Lloyd’'s Bank TSB PLC. The proceeds of the
loan were used to repay Class 1 Corporate Notesdssnder the program (Note 16)

The main characteristics of each loan were asviollo

restrictions

liabilities + Shareholders’
equity)<=0.6 (Note 31)

Bank Boston Bank of Tokyo Banco Santander Lloyd’'s Bank
Amount (US$ 10,000,000 20,000,000 30,000,000 15,000,00
Maturity October 11, 2002 April 16, 2004 November 1, 2004 Mdréh2003
Interest rate 90-day Libor 180-day Libor 180-day Libor 90-day Liboi
1%'and 29 Quarter + 1.375%
Spread ove 3“and 4" Quarter + 1.50% +2.25% +1.70 % +5.50 %
rate 5" and &' Quarter + 1.625%
7" and & Quarter + 1.75%
Payment of Quarterly Semiannually Semiannually Quarterly
interest
Repaymen At maturity At maturity In two equal installments At maturity
payable on November 1,
2002, and November 1,
2004
EBITDA/Interest >= 3 EBITDA/Interest>=3
Financial Total liabilities/ (Total None Financial Debt/ (Financial None

Debt + Shareholders’
equity)<=0.6 (Note 31)

Early
repayment
(USS$

In full

In full or in part
for a minimum
amount of
1,000,000

In full or in part for a
minimum amount of
500,000 and after the firg

In full or in part
for a minimum
tamount of

anniversary

1,000,000

The outstanding balance of these loans is as fellow

Principal

As of September 30, 2006

As of December 31, 2005

Interest and penalties

Total

0 227,400
0 18,599
0 245,999

Balances as of December 31, 2005, which are dsdlosNote 7, were included in the debt restrungri
referred to in Note 14.
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21. BALANCES AND TRANSACTIONS WITH RELATED PARTIE S

In the normal course of business, the Company esmut transactions with related parties. As of
September 30, 2006 and December 31, 2005, outstabdlances with related parties are as follow:

2006 2005
Other receivables (Note 5)
EDF International (*) 5,949 156
Electricidad Argentina S.A. (*) 6,052 24
SACME S.A. 448 448
EDF Global Solucion 0 5
Total 12,449 633
Trade accounts payable (Note 6)
EDF International (6,208) 0
Electricidad Argentina S.A. (482) 0
SACME S.A. (632) (621)
Total (7,322) (621)
Other liabilities
EDF Global Solucién 0 (389)
Electricidad Argentina S.A. (Note 10) (6,018) 0
EDF International (Note 10) 0 (2,021)
Total (6,018) (2,410)
Loans
EDF International (Notes 17 and 7) (194,254) (284,868)

(*) Includes services to be received.

Transactions carried out with related parties far hine-month periods ended September 30, 2006 and
2005, are as follow:
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2006 2005
Income from services
Electricidad Argentina S.A. 2 117
EDF Global Solucién 0 75
Total 2 192
Expenses from services
SACME S.A. (1,641) (1,420)
EDF Global Solucion 0 (2,763)
Electricidad Argentina S.A. 0 (5,780)
EDF International (5,269) (25,082)
Total (6,910) (35,051)
Financial expenses, interest and penalties
EDF International (4,422) (15,074)
Electricidad Argentina S.A. (6,538) 0
Total (10,960) (15,074)
Other income (expense), net
EDF International (Note 12) 0 24,491
Financial debt restructuring result
EDF International 38,114 0
Adjustment to present value of notes
EDF International 12,180 0

Operating and Technical Assistance Agreements

In compliance with the provisions of both the BidcRage and the Transfer Contract, the Company has
entered into an Operating Agreement with EDF andHER, pursuant to which EDF and ENHER would
provide technical advisory services concerning digribution and sale of electric power and would
commit their experience and know-how for the achiment of an efficient and competitive management.

On July 16, 1999, ENHER assigned its rights andgabbns arising from the above mentioned
Operating Agreement to its controlling company ENE2ES.A.

On May 4, 2001, in compliance with that which hag mentioned in Note 1, ENDESA S.A. assigned
its rights and obligations under the Operating &gnent to EDF, thus leaving EDF as the sole operator

This Operating Agreement had an initial 10-yeamtexs from September 1, 1992, which was extended
until August 31, 2007.

The Company has registered said extension in thmmNg Institute of Copyright (INPI) - Technology
Transfer Division under number 9894.

On September 15, 2005, EDFI transferred the shalelsin EASA (the controlling company of Edenor)
and 14% of EDENOR'’s shares to Dolphin. In connectiwith such transfer, the parties agreed to
terminate the aforementioned Agreement and rechecarnount owed to EDF for unpaid fees (Note 12).
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However, since the Company still wishes to havesedo EDF’'s know-how, experience and technical
knowledge in the field of electric power distritartiand sale, the Company and EDF have enteredinto
new Technical Assistance Agreement for a perio® gkars or for such period during which Dolphin

continues to be the controlling company of EASA.odghe termination of the Technical Assistance
Agreement EDENOR will pay EDF an amount of US$ 00,000 as technical assistance fees in five
equal annual installments of US$ 2,000,000. Trs firstallment was paid on January 9, 2006.

On December 7, 2005, the Company registered theagegement in the National Institute of Copyright
(INPI) - Technology Transfer Division under numidr,197.

Agreement with EDF Global Solucién S.A.

On May 4, 2005, EDENOR and EDF Global Solucion S(BEDFGS), at that time a wholly-owned
subsidiary of EDF, entered into a management ageaempursuant to which EDFGS would manage
EDENOR'’s buildings and facilities, including integrmaintenance and cleaning tasks, management of
documentation and buildings operations. EDENORId/pay EDFGS a monthly fee of approximately
300 plus VAT for the above-mentioned services. Rgeeement would expire in a three-year term to
commence as from May 1, 2005, but could be extenaletHDENOR's request for additional periods of
three years. On November 1, 2006, EDENOR coulditerte the agreement on giving 60 days’ notice,
without having to comply with any further obligat® or paying damages, provided any of the following
events were to occur: (i) the services providedEBY¥GS were no longer required by the Company pr (i
after an analysis of market prices for the servimewided, the resulting offer were lower than fhiee
agreed-upon with EDFGS, and EDFGS did not make cuivelent offer within 30 days. During the
current period, the Company has become aware ofrdinsfer of EDF groups’ interest in EDF Global
Solucion S.A.

Agreement with Electricidad Argentina S.A. (contrdling company)

On April 4, 2006, the Company and EASA entered iatoagreement pursuant to which EASA will
provide technical advisory services on financiattera as from September 19, 2005 and for a term of
five years. In consideration of these services, BDR will pay EASA an annual amount of US$ 2
million plus VAT. Any of the parties may terminatee agreement at any time by giving 60 days’ ®otic
without having to comply with any further obligat®or paying any indemnification to the other party

CAPITAL STOCK

a) General

As of September 30, 2006, the Company’s capitaksaonounts to 831,610, which has been fully paid-in
and registered with the Public Registry of Commeifdeere has been no change in capital stock oeer th
last three fiscal years (Note 29).

On June 12, 1996, the Extraordinary Shareholdersktiig approved the offsetting of the account
“Unappropriated Retained Earnings — Accumulatedcdéfas of December 31, 1995, against the
“Adjustment to Capital” account.

b) Restriction on the transfer of the Company’s commorshares

The Company’s by-laws provide that Class “A” shatdbers may transfer their shares with the prior
approval of the ENRE, The ENRE must inform abositdiécision within 90 days, otherwise the transfer
will be deemed approved.

In addition, Class “A” shares are pledged during émtire term of the concession as a guarantetnéor
performance of the obligations assumed under thee€xsion Agreement.

Additionally, in connection with the issue of thé&a€s 2 Corporate Notes (Note 16), EASA is requiced
be the beneficial owner and owner of record of less than 51% of EDENOR'’s issued, voting and
outstanding shares.
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c) Employee Stock Ownership Program (ESOP)

Decree N° 714/92 of the Argentine Federal Executhmver, pursuant to which the Company was
created, established that 10% of the Company’dalagibck, represented by Class “C” shares, wosld b
allocated to an Employee Stock Ownership Progra8O[E)in compliance with the provisions of chapter
[l of Law N° 23,696. Decree N° 265 of the ArgemiRederal Executive Power (published in @fécial
Gazetteon February 22, 1994) ordered the following:

- approval of the formal legal instruments of thisdtam,

- awarding of Class “C” shares to the employees aitguihem,

- setting of the selling price of said shares at @8%os per share, and
- appointment of Banco de la Nacion Argentina agéris

The new shareholders elected a director and amateedirector to represent them on the Board, who
have already taken office. During the term of tI®0P, neither the corporate purpose nor the praporti
among the different classes of shares may be meddifnless the requirements set forth in the Program
are strictly observed.

On February 21, 2005, the Company received a nbtice the ESOP’s Executive Committee, informing
that an agreement of financial counseling andegsafor the future sale of the above-mentioned £@s
shares under the Program had been signed with Bdacm-Bansud.

In compliance with the requirements of the Publffefing Transparency Decree and CNV regulations, in
November 2005 Dolphin Energia S.A. launched a tenffer to acquire all Class “C” shares held by
ESOP beneficiaries at a price per share equaktpirice paid by Dolphin Energia S.A. for the acitjiois

of its indirect controlling stake in the Compangrir EDFI. After the launching of the offer, the ES©OP
Executive Committee informed that it intended tigcethe offer because the price offered did neeco
the outstanding amount of the debt incurred tonigathe initial purchase of Class “C” shares. On
December 1, 2005, the CNV resolved to suspendetidet offer until such time as its feasibility ahe
legal capacity of the ESOP’s Executive Committeadopt decisions with respect to such tender offer
could be determined. As of the date of these firirgtatements, the tender offer continues to be
suspended.

Additionally, the by-laws provide for the issuangkProfit-Sharing Bonds in favor of all Company’s
employees, whether or not taking part in the ES@Psuant to section 230 of Law N° 19,550, so that
0.5% of each year’'s net income be distributed anmtbeq after any accumulated deficit has been fully
offset. For the nine-month period ended SeptembBe2B06 and for the year ended December 31, 2005,
the Company has not accrued any amount for thisegindue to the existence of accumulated deficit.

REGULATORY FRAMEWORK

a) General

The Company's business is regulated by Law N° Z4,08iich created the National Electric Power
Regulatory Authority (ENRE). In this connectiongtlCompany is subject to the regulatory framework
provided under the aforementioned Law and the egiguls issued by the ENRE.

The ENRE is empowered to: a) approve and contriffsaand b) control the quality of both the sewvi
and the technical product, as established in thec&sion Agreement. Failure to comply with the
provisions of such Agreement and the rules andlagigns governing the Company's business will make
the Company liable to penalties that may includefthfeiture of the concession.
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As from September 1, 1996, there has been a chiaribe methods applied to control the quality oftho
the product and the service provided by the CompaMithin this new framework, compensation
between areas and circuits of different qualitynés allowed, instead, the specific quality provided
individual customers, rather than an average custamue, must be measured. As a result, findsbwil
credited to users affected by service deficientidsiture bills. Penalties are imposed in conneciigth
the following major issues:

1. Deviation from quality levels of technical produes measured by voltage levels and network
variations;

2. Deviation from quality levels of technical services measured by the average interruption
frequency per Kilovatios (KVA) and total interrupti time per KVA;

3. Deviation from quality levels of commercial servigs measured by the number of claims and
complaints made by customers, service connectimesti the number of estimated bills and
billing mistakes;

4. Failure to comply with information gathering andpessing requirements so as to evaluate the
quality of both the technical product and the techlrservice;

5. Failure to comply with public safety regulations.

As of September 30, 2006 and December 31, 2005,Cimmpany has accrued the penalties for
resolutions not yet issued by the ENRE correspantbrthe six-month control periods elapsed through
that date (Note 10). Furthermore, the Company e motified of certain preliminary attachments
levied on funds deposited in its bank accounts @aaequence of the executory proceedings broyght b
the ENRE against the Company for imposed and unpen@lties in the amount of 193 and 13,298 as of
September 30, 2006 and December 31, 2005, resplgc{Mote 5). Additionally, after September 30,
2006 and until the date of issuance of these filadstatements, the Company has not been notified o
any other attachments (Note 23.b).

Furthermore, as of September 30, 2006, the Companghagement has considered that the ENRE has
complied with the obligation to suspend lawsuitmed at collecting penalties, and has estimated
payment thereof as remote.

Moreover, on July 12, 2006 the National Energy &teciat issued Resolution N° 942/2006 which
modifies the allocation of any excess funds rasgyiifrom the difference between surcharges billed a
discounts made to customers, deriving from the émgntation of the Program for the Rational Use of
Electric Power (PUREE), which provides for the aggtion of both tariff incentives and penalties ain

at encouraging customers to reduce consumptionfréxa July 1, 2006, such excess funds may be
applied against the amount receivable that the Gompnaintains in the Trade receivables account as
Unbilled, for “Quarterly Adjustment Coefficient tifie Electric Power National Fund” (section 1 of Law
N° 25,957). Such application will be in effect untie Company is allowed to transfer such adjustmen
to the electric power tariff, as provided for ircgen 40, clause c) of Law N° 24,065.

On August 10, 2006 the National Electric Power Ratguy Authority issued Resolution N° 597/2006
which regulates the aforementioned Resolution N2/2d06 of the National Energy Secretariat and
establishes the compensation mechanism to be used.

b) Concession

The term of the concession is 95 years and mayxteneéed for an additional maximum period of 10
years. The term of the concession is divided inemagement periods: a first period of 15 years and
subsequent periods of 10 years. At the end of saatagement period, the Class “A” shares repregentin
51% of EDENOR'’s capital stock, currently held by &% must be offered for sale through a public
bidding. If EASA makes the highest bid, it will minue to own the Class “A” shares, no further
disbursements being necessary. On the contraBAEA is not the highest bidder, then the bidder who
makes the highest bid must pay EASA the amounhefbid in accordance with the conditions of the
public bidding. The proceeds of the sale of Cl#ssshares will be delivered to EASA after dedudin
any amounts receivable to which the Grantor ofcthrecession may be entitled.
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In accordance with the provisions of the Concesgigreement, the Company shall take the necessary
measures to guarantee the supply and availabfligfeatric power so as to meet demand in due tinte a

in accordance with stipulated quality levels, fohigh purpose the Company shall be required to
guarantee sources of supply.

For such purpose, the Company has the exclusive tigrender electric power distribution and sales
services within the concession area to all users avh not authorized to obtain its power supplynftbe
Electric Power Wholesale Market (MEM), thus beirdiged to supply all the electric power that may be
required. In addition, the Company, shall allowef@gccess to its facilities to any MEM agents whenev
required, under the terms of the Concession. Naltieg must be paid by the Company under the
Concession Agreement during the term of the Commess

On January 6, 2002, the Federal Executive Powesepgakaw N° 25,561 whereby adjustment clauses
denominated in US dollars or any other foreign encies, indexation clauses based on price indexes
from other countries, as well as any other indexathechanisms stipulated in the contracts enterted i

by the Federal Government, including those rel&tguliblic utilities, were declared null and voidfeam

such date. The resulting prices and rates wereertet/into Argentine pesos at a rate of 1 pesdjser
dollar. Furthermore, Law N° 25,561 authorized tleeléral Executive Power to renegotiate public wtilit
contracts taking certain requirements into account.

It is worth mentioning that in accordance with grevisions of Laws N° 25,972 and 26,077, both the
declaration of economic emergency and the periognegotiate public utility contracts were extended
through December 31, 2005 and 2006, respectively.

As a part of the renegotiation process, the UnRefiegotiation and Analysis of Public Utility Caatts
(UNIREN) proposed the signing of an Adjustment Agrent that would be the basis of a comprehensive
renegotiation agreement of the Concession AgreenTdm Company satisfied the regulatory agency’s
requirements; provided an answer to the proposdlatended the public hearing convened for such
purpose, rejecting in principle the proposal on gneunds that it did not properly address the need
redefine the terms of the agreement as contemplatetie law. Nevertheless, the Company ratified its
willingness to reach an understanding that wouktore the financial and economic equation of the
concession agreement. On September 21, 2005, thp&ty signed the Adjustment Agreement within
the framework of the process of renegotiation ef @oncession Agreement set forth in Law N° 25,561
and supplementary regulations. Due to the appoimtroea new Economy and Production Minister, on
February 13, 2006 a new copy of the Adjustment Agrent was signed under the same terms as those
stipulated in the agreement signed on Septembez(@B.

The Adjustment Agreemeptovides for:

i) the implementation of a temporary tariff regieféective as from November 1, 2005, including a 23%
increase in the distribution margin, which may result in an increase in the average tariff of more
than 15%, and an additional 5% increase in theevalided distribution (VAD), allocated to certain
specified capital expenditures;

ii) the requirement that during the term of sachporary tariff regime, dividend payment be subject
the approval of the regulatory authority;

i) the establishment of a payment plan consistifidourteen semiannual installments for two-thiods
the penalties imposed by the ENRE before Janua3062, while the remaining balance will be
waived subject to compliance with certain requiratap

iv) the establishment ad “social tariff” for the needy and the levels afaljity of the service to be
rendered;

v) the suspension of the claims and legal actided by the Company and its shareholders in nationa
foreign courts due to the effects caused by then&ieic Emergency Law (Note 31);

vi) the carrying out of a Revision of the Compaaiiff structure which will result in a new tarifégime
that will go into effect on a gradual basis and aamnin effect for the following 5 years. In acconda
with the provisions of Law N° 24,065, the Natiordectric Power Regulatory Authority will be in
charge of such review

vii) the implementation of a minimum investment mpla the electric network for an amount of 178.8
million to be fulfilled by EDENOR during 2006, plan additional investment of 25.5 million should
it be required.
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Said agreement, which must be ratified by the FddExecutive Power in order to become fully
effective, stipulates the terms and conditions, thpobn compliance with the other procedures reduie

the regulations, will be the fundamental basishe® Comprehensive Renegotiation of the Concession
Agreement of electric power distribution and saléhiw the federal jurisdiction, between the Federal
Executive Power and the Company. Therefore, thewmndial statements do not include any tariff
increase or penalty adjustment, which will go ireffect when the above-mentioned Adjustment
Agreement is ratified by the Federal Executive Powmwever, the Company has considered that it is
probable that the Federal Executive Power willfyasuch agreement and consequently has taken into
account the effects deriving from said Adjustmegteement to make a partial reversal of the allowanc
for impairment of value of net deferred tax assatsjescribed in Note 3.m.

Concession of the use of real property

Pursuant to the Bid Package, SEGBA granted the @aynthe free use of real property for periods of 3,

5 and 95 years, with or without a purchase optimased on the characteristics of each asset, and the
Company would be responsible for the payment of tasgs, charges and contributions levied on such
property and for the taking out of insurance agdafine, property damage and third-party liability,
SEGBA'’s satisfaction.

The Company may make all kind of improvements #® gihoperties, including new constructions, upon
SEGBA's prior authorization, which will become tlyeantor’s property when the concession period is
over, and the Company will not be entitled to anynpensation whatsoever. SEGBA may terminate the
gratuitous bailment contract after demanding théopmance by the Company of any pending obligation,
in certain specified cases contemplated in the Bidkage. At present, as SEGBA'’s residual entity has
been liquidated, these presentations and contrelsmade to the National Agency of Public Properties
(ONABE).

As of the date of issuance of these financial statdés, the Company had acquired for an amount of
12,765, nine of these properties whose gratuita@ilsnent contracts had expired. The title deedsiglfte

of these properties have been executed at a pfid2,875. As for the remaining property, a down
payment of 117 has been made while the outstaratimgunt of 273 will be payable upon the execution
of the title deed on a date to be set by the Minist Economy.

CASH FLOW INFORMATION

a) Cash and cash equivalents:

For the preparation of the Statement of Cash Flaknes,Company considers as cash equivalents all
highly liquid investments with original maturitie$ three months or less.

As of As of As of As of
September December September December
30, 2006 31, 2005 30, 2005 31, 2004

Cash and Banks 2,821 11,659 9,288 8,508
Time deposits 3,761 278,238 171,471 219,104
Money market funds 34,267 18,242 35,284 23,500
Total cash and cash equivalents in the
Statement of Cash Flows 40,849 308,139 216,043 251,112

b) Interest paid and collected:
For the nine-month periods
ended September 30,

2006 2005
Interest paid during the period (19,384) (44,623)
Interest collected during the period 1,482 1,575

(17,902) (43,048)
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25. INSURANCE COVERAGE

As of September 30, 2006, the Company has taketheufollowing insurance policies for purposes of
safeguarding its assets and commercial operations:

Risk covered Insured amount
Comprehensive (1) Uss$ 309,549,950
Mandatory life insurance $ 17,354,250
Theft of securities uUs$ 100,000
Vehicles (theft, third party liability and damages) $ 5,021,602
Special equipment uss 373,417
Land freight uss 1,000,000
Imports freight $ 2,250,000

(1) Includes: fire, partial theft, tornado, hurricamarthquake, earth tremors, flooding and debris
removal from facilities on facilities providing aetl service, except for high, medium and low
voltage networks.

26. CLAIM OF THE BUENOS AIRES PROVINCE BOARD OF ELECTRIC POWER

On December 1, 2003, the Buenos Aires Province @adr Electric Power filed a claim against
EDENOR in the amount of 284,364 that includes samgbs and interest as of the date of the claim, and
imposed penalties for an amount of 25,963, duééoGompany’s alleged omission to act as collecting
agent of certain taxes established by Decrees-1aw290/67 and 9038/78 from July 1997 through June
2001.

On December 23, 2003, the Company filed appealsstghe Board's decision with the Tax Court of the
Buenos Aires Province, which have had a stayingcefon the Company’s payment obligation. Such
appeals were filed on grounds that the Federal éduprCourt had declared that the regulations
established by the aforementioned Decrees-law wecenstitutional, as they were incompatible wité th
Province of Buenos Aires’ commitment not to levy aaxes on the transfer of electric power.

Therefore, no accrual has been recorded for thiesms< as the Company’s management believes that
there exist solid arguments to support its position

27. PRELIMINARY ATTACHMENT FOR ALLEGED ENVIRONMENTAL PO LLUTION

On May 24, 2005, three of EDENOR’s employees wadicted on charges of polychlorinated biphenyl
(PCB)-related environmental contamination, dangerée human health, which is a violation of
Argentine law. In connection with this alleged wtibn, the judge ordered a preliminary attachmenmt o
the Company's assets in the amount of 150 milloncaver the potential cost of damage repair,
environmental restoration and court costs. On May2®05, the Company filed appeals against both the
charges brought against its employees and thehattt order. On December 15, 2005, the Court of
Appeals dismissed the charges against all threendahts and, accordingly, revoked the attachmelaror
against the Company’s assets. The decision of thet@f Appeals also established that the triaggud
should order the acquittal of two ENRE public offis who had been indicted on related charges. An
appeal against this decision was filed in ffrdounal de Casaciérithe highest appellate body for this
matter), which on April 5, 2006 ruled that the aplp@gainst the decision regarding EDENOR’s
employees and the Company was not admissible beocdesisions rendered on grounds of lack of
evidence were not subject to review. Thebunal de Casacidrallowed the appeal against the decision
regarding ENRE officers.

The Company’s management estimates there are abdegunds for any action against the Company or
its employees in connection with this matter. Addogly, no accrual has been recorded.
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RESTRICTION ON THE DISTRIBUTION OF EARNINGS

In accordance with the provisions of Law N° 19,5505 of the net income for the year must be
appropriated to the legal reserve, until such keserquals 20% of capital stock. The Ordinary
Shareholder’s Meeting held on April 27, 2006, dal appropriate any amount to said legal reservef as
December 31, 2005, due to the existence of acatetulosses as of the end of that year.

Moreover, in accordance with the provisions of Ud#25,063, passed in December 1998, dividends to
be distributed, whether in cash or in kind, in esscef accumulated taxable profits as of the figeair-

end immediately preceding the date of paymentstridution, shall be subject to a final 35% incotae
withholding, except for those dividends distributaml shareholders who are residents of countries
benefited from conventions for the avoidance oftdedaxation, who will be subject to a lower takera
For income tax purposes, accumulated taxable incdrak be the unappropriated retained earnings as o
the end of the year immediately preceding the datevhich the above-mentioned law went into effect,
less dividends paid plus the taxable income deterdhas from such year and dividends or income from
related companies in Argentina.

Since the restructuring of the Company’s finandabt referred to in Note 14, the Company is not
allowed to distribute dividends until April 24, 28@r until such time when the Company’s leveragie ra
is lower than 2.5, whichever occurs first. As freoch date/time, distribution of dividends will orthg
allowed under certain circumstances depending eiCttimpany’s indebtedness ratio.

Certain restrictions on the distribution of dividisnby the Company and the need for approval by the
ENRE for any distribution have been disclosed ine\z3 b).

INITIAL PUBLIC OFFERING OF CAPITAL STOCK IN LOCA L AND INTERNATIONAL
MARKETS

On April 28, 2006, the Company'’s Board of Directdexided to initiate the public offering of parttbé
Company’s capital stock in local and internatiomarkets, including, but not limited to the tradioigits
shares in the Buenos Aires Stock Exchange and ¢we York Stock Exchange (NYSE), United States of
America.

On June 7, 2006, the Ordinary and Extraordinaryé&taders’ Meeting resolved to request authorizatio
for the public offering from both the National Sates Commission (CNV) and the Securities and
Exchange Commission (SEC) of the United Statesyedsauthorization to trade from both the Buenos
Aires Stock Exchange and the New York Stock Exckarmgtrusting the Board with the task of taking
the necessary steps to implement such decision.

Additionally, it was decided that an American Depry Receipts (ADRs) program, represented by
American Depositary Shares (ADSs) would be createtthat it would be the responsibility of the Bbar
of Directors to determine the terms and conditiangd the scope of the program.

For the nine-month period ended September 30, 2@@Bued expenses related to this process have
amounted to 10,074.

The Ordinary and Extraordinary Shareholders’ Magtield on June 7, 2006 resolved to increase capital
stock for an amount of up to 83,161 representefilbyo of class A shares, 39 % of class B shared.@nd
% of class C shares, all of which are entitledrie wote and have a nominal value of one peso dédneh.
implementation of this decision was delegated &RBbard of Directors. As of September 30, 2006hsuc
capital increase has been neither subscribed nd+ipa
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30. BREAKDOWN OF TEMPORARY INVESTMENTS, RECEIVABLES AND LIABILITIES BY
COLLECTION AND PAYMENT TERMS

As required by CNV’s regulations, the balanceshef &ccounts below as of September 30, 2006, are as
follow:

Term Time Receivables Loans Other payables
Deposits and (1) (2)
Money Market
Funds
With no explicit due date 34,267 193 0 184,748
With due date
Past due:
Up to three months 0 45,485 0 0
From three to six months 0 7,867 0 0
From six to nine months 0 4,540 0 0
From nine to twelve months 0 17,200 0 0
Over one year 0 47,026 0 0
Total past due _ 0 122,118 0 0
To become due:
Up to three months 3,761 186,432 10,801 341,859
From three to six months 0 1,277 0 7,565
From six to nine months 0 1,277 0 15,247
From nine to twelve months 0 1,277 0 5,560
Over one year _0 276,634 1,092,943 48,509
Total to become due 3,761 466,897 1,103,744 418,740
Total with due date 3,761 589,015 1,103,744 418,740
Total 38,028 589,208 1,103,744 603,488

(1) Excludes allowances

(2) Comprises total liabilities except accruedyiition and debt notes.

Due to the financial debt restructuring mentionedNbte 14, Corporate Notes accrue interest atifigat
and fixed rates, which amount to approximately 8¥awerage; only 3.36% of the debt accrues intettest
a floating rate whereas the remaining accruesestet a fixed rate.
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31. EFFECTS OF THE DEVALUATION OF THE ARGENTINE PESO AN D OF OTHER CHANGES

TO THE ECONOMIC RULES

Since early December 2001, the Argentine GovernrAaitiiorities implemented a number of monetary
and exchange control measures that mainly inclugstrictions on (i) the free availability of funds
deposited with banks and (ii) the making of trarsfaf funds abroad, other than those related teidar
trade, which required Argentine Central Bank’s papproval.

On January 6, 2002, the Argentine Congress passedt¢onomic Emergency and Foreign Currency
Exchange System Reform Law N° 25,561 which involeesignificant change of the economic model
then in force, and the amendment of the Conveitiidilaw under which the peso had been pegged at par
with the dollar since March 1991. The new Law ferttempowered the Federal Executive Power to
implement additional monetary, financial and foreigurrency exchange measures to overcome the
economic crisis in the medium term.

As a consequence of the changes implemented, faoomedy 2002 to June 2006 there was an increase in
the domestic wholesale price index of 178.6%, inoettance with the information released by the
Argentine Institute of Statistics and Census.

As established by the aforementioned Economic Eemeng and Foreign Currency Exchange System
Reform Law, the exchange loss resulting from amgythe new rate of exchange to the net position of
assets and liabilities denominated in foreign qwyeas of January 6, 2002, has been deducted from
income tax at a rate of 20% per annum over the fis@al years ending after the effective date @ th
above mentioned Law.

Moreover, through different resolutions issued iy BCRA, the restrictions imposed on the remittance
of funds abroad were lifted. However, the obligatito comply with the information reporting
requirement established by BCRA’s Resolution A 3608 supplementary regulations is still in effect.

Furthermore, different regulations were issued éisédblished:

a) the conversion into pesos of public works contrastd privatized utility rates with adjustment
clauses in US dollars at the rate of ARS 1 per bigad
The impossibility of applying the tariff adjustmemechanisms stipulated in the concession
agreement.

b) the renegotiation of the concession agreement, evippecess was declared open by Law N°
25,561 and regulated by Decrees N° 370/02 and 314i0the Federal Executive Power. The
period for the completion of the aforementionedcess has been extended by Law N° 25,972
until December 31, 2005, and subsequently untilebdmer 31, 2006 by Law N° 26,077.

These financial statements include the effectsvihgrifrom the new economic and foreign currency
exchange policies known as of their date of isseahit estimates made by Company’s Management
have contemplated such policies. The effects of adgitional measures to be implemented by the
Government and the regulations to be issued onurespreviously adopted will be recognized in the
financial statements at the time the Company’s pament becomes aware of them.
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SUBSEQUENT EVENTS

Framework Agreement

On October 26, 2006, the Company entered into anBal Plan Agreement with the Government of

Buenos Aires Province which establishes the camtitaccording to which the Province of Buenos Aires
will honor the debt it maintains with the Comparsyaaconsequence of the New Framework Agreement.
In such agreement, the Company claims a debt, Herperiod September 2002 through June 2006,
whereby such Province agrees to verify in accoréawith the provisions of chapter VI -section 13 and

related sections- of the Fund Regulations of thes [Reamework Agreement. Furthermore, the Province
agrees to pay this debt, resulting from the afordioeed verification, in 18 equal, consecutive and

monthly installments, the first of which is due danuary 10, 2007 at the latest.

Together with the first six installments of the @fimentioned payment plan, which will begin evethd
verification to be carried out by the Province waot completed, the Buenos Aires Province will pagy
amounts resulting from the services provided to loeome areas and shanty towns during the last
semester of 2006. The Company waived its righnteréests accrued from the date on which the New
Framework Agreement went into effect through thene@ncement of the agreed-upon installment plan.
The aforementioned waiver is subject to the effecttompliance of the Government of Buenos Aires
Province with the agreed-upon installment plan.

The aforementioned executed agreement is subjebetapproval of EDENOR'’s Board of Directors and
the competent Administrative Authority of the Busnfires Province.

FINANCIAL STATEMENTS TRANSLATION INTO ENGLISH LANGU  AGE

These financial statements are presented in coitijpmith generally accepted accounting principlas i
Argentina. The effect of the differences betweeooaating principles generally accepted in Argentine
and the accounting principles generally acceptethéncountries in which the accompanying financial
statements are to be used have not been quantified.

Accordingly, it must be taken into consideratioattthese financial statements are not intendedesept
the position of the Company, nor the results objerations, changes in shareholders’ equity astl ca
flows in conformity with accounting principles dfe countries of users of the financial statemetttero
than Argentina.

The translation into English of these financialtesieents has been made solely for the convenience of
English speaking-readers.

ALEJANDRO MACFARLANE
Chairman
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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A.

(stated in thousands of pesos)

PROPERTY, PLANT AND EQUIPMENT

(English translation of the financial statements aiginally issued in Spanish - Note 33)
FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2006 AND DECEMBER 31, 20

Original value Depreciation Net
MAIN ACCOUNT At beginning | Additions | Retirements | Transfers Atend of | Atbeginning | Retirements Annual book value
of year period of year rate 2005
FACILITIES IN SERVICE
Substations 836,488] q q 13,37p 849,864 258,469 P35  3- 572,16 578,019
High voltage networks 334,44 0 8,057 342 495 ,232| 0 3-4% 2 222 k06
Medium voltage networks 729,99 0 (3Bp7) 13,664 7AB|2 251,714 (93 3-49 473,883 474(240
Low voltage networks 1,592,894 (3f1) 28,378 1,829 814,68( (24 4 - 59 758/p54 82
Transformation chambers and platforms 430, )](22 25,820 456,40 160,046 3-4 270,54
Meters 503,662 q q 32,86f 536,529 188,102 99  4- 331,22 314,9
Property 75,026 0 q 1,189 76,215 18,5p1 65 2-3 56,549 56,52
Communications network and facilities 83,4 0 0 83,637 44,074 4 -59 36,413 39559
Total facilities in service 4,586,7] (740) 123,3514,709,323 1,848,43] (3 2,647 2,738,27¢|
FURNITURE, TOOLS AND EQUIPMENT
Furniture, equipment and software projects 157 4,683 0| 0 161,698 141,84 12 - 1 2,457 15,11
Tools and other 44,391 523 q 44,911 39,2 72 10-1 4,131 5,18
Transportation equipment 15,4 3 (432) 0 15J066 3,609 (732 20% 1,807 1,403
Total furniture, tools and equipment 216,9 5% 732 0 221,679 194,71 (79 18|B95 10211],
Total assets subject to depreciation 4,803 g (1,472 123,35} 4,931,041 2,043,154 (1, 759 2,754,158y 2,760,3“’6
CONSTRUCTION IN PROCESS
Transmission 50,347 36,404 (21,433) 65,318 0 0 - 65818 (3
Distribution and other 78,54 61,9 0 (101,918) 538 0 - BE 78,547
Supplies 21,147 1,22( 22,347 - 67 21147
Total construction in process 150,0 99, 0 A2B) 126,223 126,243 150,041
Total 2006 4,953,57 105,17 (1,4F2) 0 5,057,p24 2 1B1 (1,069 2,880,480 -
Total 2005 4,826,73 129,71 (2,8B0) 0 4,953 p71 61, @67 (1,989 2,910,417
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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENOR S.A)

(English translation of the financial statements oiginally issued in Spanish - Note 33)
FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2006 AND DECEMBER 31, 2005

EXHIBIT C
INVESTMENTS IN OTHER COMPANIES
(stated in thousands of pesos)
Information on Issuer
Last financial statements issued % interest
Name and features Class Face Numberl  Adjusted Value on Net Main Date Capital Income Equity in capital Net
of securities value cost equity book valug activity fothe year stock book value
method 09/30/06 12/31/05
NON-CURRENT
INVESTMENTS
Art. 33 Law No. 19,550
-Companies-
Related Company:
SACME S.A. common $1 6,000 15 379 379 Electric 06/30/2096 P8 Qg 75 36
non-endorsable power
services
Total 379 368
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( EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENOR S.A.) |

(English translation of the financial statements oiginally issued in Spanish - Note 3.
FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2006 AND DECEMBER 31, 2005

EXHIBIT D

OTHER INVESTMENTS

(stated in thousands of pesos)

Net book value
MAIN ACCOUNT 2006 2005

CURRENT INVESTMENTS

Time deposits
. in foreign currency (Exhibit G) 3,761 218,05
. in local currency 0 60,17

Money market funds
. in local currency 34,267 18,241

Total 38,028 296,480
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" EMPRESA DISTRIBUIDORA 'Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A.)

(English translation of the financial statements oiginally issued in Spanish - Note 33)
FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2006 AND DECEMBER 31, 2005

EXHIBIT E
ALLOWANCES AND ACCRUALS
(stated in thousands of pesos)
2006 2005
MAIN At Additions Retirements At At
ACCOUNT beginning end of end of
of year period year
Deducted from current assets
For doubtful accounts 20,228 10,894 (4,24p) 26,8 20,3p8
For other doubtful accounts 1,6p5 5 2,150 1|605
Deducted from non-current assets
For impairment of value of Municipal bonds 6,008 042 (651 5,777 6,008
For impairment of value of net deferred
tax assets 312,187 0 (204,610) 107,5 312,1B7
Included in current liabilities
Accrued litigation 18,332 9,00 (4,52%) 22,80 18,33
Included in non-current liabilities
Accrued litigation 38,651 1,397 40,04 38,6p1
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( EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A.)

(English translation of the financial statements oiginally issued in Spanish - Note 3:
FINANCIAL STATEMENTS AS OF SEPTEMBER 30, 2006 AND DECEMBER 31, 2005

EXHIBIT G
FOREIGN CURRENCY DENOMINATED ASSETS AND LIABILITIES
2006 2005
Foreign currency Exchange Recorded Foreign currency Rexded
Account type and rate amount in type and amount in
amount (2) thousands amount thousands
(1) of pesos 2 of pesos
Current Assets
Cash and banks uss$ 64,679 3.064 198 uss$ 78,988 4B6
ECU 31,299 3.8861 12p ECU 31,266 1
Investments
Time deposits us$ 1,227,553 3.064 3,71 US$ 72,880,822 218J059
Other receivables
Prepaid expenses us$ 33,45( 3.064 10p US$ 37,4p0 2
Related companies us$ 3,855,55( 3.064 11,845
Other uss$ 250,657 3.064 768 us$ 304,334 11
ECU 1,756 ¢
Total Current Assets 16,766 219,43
Total Assets 16,766 219,434
Current Liabilities
Trade accounts payable us$ 4,504,521 3.104 13,942 us$ 3,553,998 10,774
ECU 24,021 3.9371 9 ECU 374,597 1,344
Financial loans uss$ 3,479,671 3.104 10,8¢)1  US$ 534,342,395 1,620,124
Other liabilities
Technical assistance - Operator's compensation uUss$ 1,938,784 3.104 6,018 US$ 666,668 2,021
Fees related to the initial public offeringoaipital stock US$ 1,330,842 3.104 4,181
Fees related to debt restructuring uss$ 2,416[2963.104 7,50
Other uss$ 433,627 3.104 1,346 US$ 776,465 2,855
ECU 185,992 66
Total Current Liabilities 43,873 1,637,280
Non-Current Liabilities
Loans notes Us$ 376,429,688 3.104 1,168,488 US$ 0 0
Total Non-Current Liabilities 1,168,434 0
Total Liabilities 1,212,311 1,637,28p

(1) Selling and buying exchange rate of Banco dédeién Argentina in effect at the end of the perio

(2) US$ = US Dollar; ECU = Euro
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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A.

(EDENOR S.A))

(English translation of the financial statements oiginally issued in Spanish - Note 3!
INFORMATION REQUIRED BY SECTION 64 CLAUSE b) OF LAW No. 19,550

EXHIBIT H
FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2006 AND 2005
(stated in thousands of pesos) 2006 2005
Transmission and Administrative Selling
Description Distribution Expenses Expenses Total Total
Expenses

Salaries and social security taxes 69,646 22,301 15,008 106,982 84,825
Postage and telephone 1,662 949 4,71 7,333 6,183
Bank commissions 0 0 4,950 4,95 4,498
Allowance for doubtful accounts 0 0 11,440 11,44 13,7
Supplies 16,077 1,189 61y 17,8 13,83
Work by third parties 39,031 3,444 18,25p 60,746 48,9p2
Rent and insurance 1,097 1,947 31 3,3 3,219
Security service 2,521 344 104 2,9 2,6Q7
Fees 721 2,851 8( 3,6 3,5
Computer services 30 6,307 1,574 7,9 6,5(12
Advertising 0 6,239 0 6,23 2,4
Reimbursements to personnel 3,657 811 807 5,270 4,841
Temporary personnel 199 102 994 1,290 1,2
Depreciation of property, plant and equipment 1886 4,458 1,63] 134,79p 133,587
Technical assistance - Operator's compensation 9%,26 0 0 5,264 25,08
Directors and Supervisory Committee members' fees 0 0 0 0 3272
Tax on financial transactions 0 14,166 g 14,16 12,715
Taxes and charges 0 857 6,444 7,30 7,400
Other 75 1,446 45 1,56 1,228

Total 2006 268,649 67,41] 66,993 403,019 -

Total 2005 258,925 53,51] 63,852 - || 376,294
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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENOR S.A))

Azopardo 1025 - Capital Federal

INFORMATIVE SUMMARY
FOR THE NINE-MONTH PERIODS ENDED

SEPTEMBER 30,2006, 2005, 2004, 2003 AND 2002

1. General Comments
(Not covered by the Report of Independent Regidtexgblic Accounting Firm)

(Figures stated in thousands of pesos as inditatddte 2 to the financial statements)

During the nine-month period ended September 306 2he Company recorded a net income of 260,028
due to a) the effect of the restructuring of itsaficial debt and its related valuation at the mstadinted
value of future cash flows (254,738), and b) theersal of the allowance for impairment of value of
deferred tax assets (72,315). As of the end op#rd, the Company’s shareholders’ equity amotmts
1,637,312 .

Net operating income amounted to 30,406, whereaptbfit for the same period of the previous year
amounted to 515. The positive evolution is dueh® ihcrease recorded in the gross margin (increase
electric power demand and decrease in penaltidgeddpy the Regulatory Authority), partially offskby
the increase recorded in operating costs.

The demand for electric power in the concessiom aezorded an accumulated increase of 5.5% as
compared to the same period of 2005.

The investment in property, plant and equipmerdléot 105,125. This amount was mainly allocated to
increasing quality levels and meeting current ag nustomer demand.

It is worth mentioning that the Company restruatuits financial debt, obtaining 100% approval o th
creditors and a forgiveness of principal, inteegsl penalties of approximately $185.2 million, eqient
to US$ 60 million.



55

2. Comparative balance sheet structure

(figures stated in thousands of pesos as indidatBiite 2 to the financial statements)

ACCOUNTS 09.30.2006 09.30.2005 09.30.2004 09.30.2003 3@2002
Current Assets 341,745 503,465 498,599 427,912 364,511
Non-Current Assets 3,065,654 2,999,657 3,007,920 3,040,237 3,145,439
Total Assets 3,407,399 3,503,122 3,506,519 3,468,149 3,509,950
Current Liabilities 403,839 1,949,226 1,892,834 1,363,3 1,167,295
Non-Current Liabilities 1,366,248 76,139 72,294 489,295 1,070,367
Total Liabilities 1,770,087 2,025,365 1,965,128 1,832,658 2,237,662
Shareholders’ Equity 1,637,312 1,477,757 1,541,391 1,635,491 1,272,288

Total Liabilities and
Shareholders’ Equity 3,407,399 3,503,122 3,506,519 3,468,149 3,509,950

3. Comparative income structure

(figures stated in thousands of pesos as indigatBiibte 2 to the financial statements)

ACCOUNTS 09.30.2006  09.30.2005  09.30.2004  09.30.2003 3@2002
Net operating income 30,406 515 35,969 51,046 139,661
Financial income (expenses) 172,338 (55,001) (99,547) 184,724 (817,198)
and holding gain (losses)
Other income (expense) net (15,031) 5,358 (11,855) (6,451) (17,199)
Income (Loss) before taxes 187,713 (49,128) (75,433) 299,319 (694,736)
Income tax 72,315 0 0 0 0

Net Income (Loss) for the
Period 260,028 (49,128) (75,433) 229,319 (694,736)
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4, Statistical data (in units of power)

(Not covered by the Report of Independent RegidtBrgblic Accounting Firm)

CONCEPT UNIT 09.30.2006
Electric power saleg) GWh 12,395
Electric power purchases GWh 13,977
(1) The related amounts include toll fees.
5. Ratios
RATIOS 09.30.2006
Current Current assets 0.85
Current liabilities
Solvency Shareholders’ Equity 0.92
Total liabilities
Fixed assets Non-current assets 0.90
Total assets
Income (loss) Income (Loss)
before taxes before taxes 13.63%

Shareholders’ Equity
excluding income (loss)
for the period

09.30.2005

11,753
13,254

09.30.2004 09.30.2003 09.30.2002
11,069 10,351 9,798
12,572 11,922 11,187

09.30.2005 09.30.2004 09.30.2003 Q2R

0.26

0.73

0.86

(3.22%)

0.26 0.32 0.31
0.78 0.89 0.57
0.86 0.88 0.90

(4.67%) 16.31%  (35.32%)
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6. Outlook
(Not covered by the Report of Independent RegidtBrgblic Accounting Firm)

During the nine-month period ended September 306 2the Argentine economy continued increasing at
a high rate, to such an extent that some activétfesv signals of having reached the peak of iredall
capacity.

Both tax collection and the international reserokthe Argentine Central Bank continued increasanmy,
it occurred during 2005.

As regards inflation, the government continues mawimg the evolution of prices of some basic praduc
and services, and has signed price agreementseitiral major companies.

The Company has successfully completed the finhdelat restructuring process through an exchange of
debt. The Company’s Board of Directors firmly beée that this process will lead to the normalizaté

the Company’s access to credit lines, with theteelebenefits thereof for the development of future
operating activities.

With regard to the Adjustment Agreement, as of dlage of issuance of the financial statements it is
awaiting the signature of President Néstor Kirchredfter having been through all corresponding
administrative instances. Once in effect, such Agrent will allow for an increase in Company’'s

revenues, which will improve Company’s operatindicators.

The Company’s Board of Directors has decided tbaiei a public offering of part of the Company’s

capital stock in local and international marketsarder to increase financing resources aimed at
improving the development of its activities and thedering of services.

Buenos Aires, November 7, 2006

ALEJANDRO MACFARLANE
Chairman
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English translation of the report originally issuedSpanish, except for the omission of certairtldsures related to formal legal
requirements for reporting in Argentina and theitald of Note 33 to the financial statements

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
(Limited Review Report on Interim Financial Staternsg

To the Board of Directors of
EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE
SOCIEDAD ANONIMA (EDENOR S.A))

1. Identification of the financial statements subjetto limited review

We have reviewed the accompanying balance sh&BRESA DISTRIBUIDORA Y
COMERCIALIZADORA NORTE SOCIEDAD ANONIMA (“EDENOR S. A.” or “the Company”)
as of September 30, 2006 and the related statewfantome, changes in shareholders” equity arld cas
flows for the nine-month period then ended, witkittNotes 1 through 33 and Exhibits A, C, D, E,r@ &l.

The financial statements are the responsibilitthef Company’s management in performing their exatus

function. Our responsibility is to issue a limitegliew report on these financial statements, basedur
review performed with the scope mentioned in Chahte

2. Scope of the limited review

Our review was limited to the application of theogedures established by Argentine auditing stasdard
approved by the Argentine Federation of Professi@oaincils in Economic Sciences of the Buenos Aires
City, Argentina for interim financial statements.

It is substantially less in scope than an auditdooted in accordance with generally accepted augditi
standards in Argentina, the objective of whichhis issuance of an opinion on the financial statésratken

as a whole. A review of interim financial inforneti consists principally of applying analytical pedares to
financial data and of making inquiries to Comparg&rsonnel responsible for financial and accounting
matters.

Accordingly, we do not express such an opinionfen@ompany’s balance sheet as of September 30, 2006

on the results of its operations, the changesishareholders” equity, and its cash flows fomihe-month
period then ended.

3. Explanatory paragraphs

a) As described in note 31 to the financial statemdrasy N° 25,561 on Economic Emergency
and Foreign Currency Exchange System Reform andesuient amendments established
among other things, the peso determination of ttieepof public works contracts and of
privatized utility tariffs with dollar adjustmentazises at one Argentine peso to one US dollar.
In addition, the freezing of such tariffs as altéxatory clauses are no longer in effect.
Moreover, as per the abovementioned law, the ceimesgreements of public services are to
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be mandatory renegotiated. In this respect, a BhiRenegotiation and Analysis of Public
Utility Contracts (UNIREN) has been created undee fjurisdiction of the Ministry of
Economy.

Related to the renegotiation of the public servicescession agreements and as described in
Note 23 b) to the financial statement®rn' September 21, 2005, the Company signed the
Adjustment Agreement within the framework of thazess of renegotiation of the Concession
Agreement set forth in Law N° 25,561 and suppleamgmegulations.

The Adjustment Agreemepttovides for: i) the implementation of a temporaayiff regime
effective as from November 1, 2005, including a 28&tease in the distribution margin,
which may not result in an increase in the avertgédf of more than 15%, and an additional
5% increase in the value added distribution (VABIlpcated to certain specified capital
expenditures; ii) the requirement that during teem of said temporary tariff regime, dividend
payment be subject to the approval of the regulatauthority; iii) the establishment of a
payment plan consisting of fourteen semiannuaklmsents for two-thirds of the penalties
imposed by the ENRE before January 6, 2002, whgerémaining balance will be waived
subject to compliance with certain requirement$;the establishment of a “social tariff” for
the needy and the levels of quality of the serddee rendered; v) the suspension of the claims
and legal actions filed by the Company and its shatders in national or foreign courts due
to the effects caused by the Economic Emergency(Nate 31); vi) the carrying out of a
Revision of the Company tariff structure which wésult in a new tariff regime that will go
into effect on a gradual basis and remain in effecthe following 5 years. In accordance with
the provisions of Law No. 24,065, the National EledPower Regulatory Authority will be in
charge of such review; vii) the implementation ahaimum investment plan in the electric
network for an amount of 178.8 million to be fidfd by EDENOR during 2006, plus an
additional investment of 25.5 million should itreguired.

Said agreement, which must be ratified by the FadEérecutive Power in order to become
fully effective, stipulates the terms and conddiahat, upon compliance with the other
procedures required by the regulations, will be fbadamental basis of the Comprehensive
Renegotiation of the Concession Agreement of @gotrwer distribution and sale within the
federal jurisdiction, between the Federal Executdever and the Company. Therefore, these
financial statements do not include any tariff @se or penalty adjustment, which will go into
effect when the above-mentioned Adjustment Agreemeatified by the Federal Executive
Power. However, the Company has considered thatprobable that the Federal Executive
Power will ratify such agreement and consequendly taken into account the effects deriving
from said Adjustment Agreement to make a partiatrrgal of the allowance for impairment of
value of net deferred tax assets, as describets Bm.”

The changes in the economic conditions in Argerdind the related measures adopted by the
Argentine Government as described in Note 31, imgsh¢he Company’'s economic and
financial equation. As described in Note 23 b), @any’s management is still in negotiations
with the Argentine Government in order to mitigtie negative effects of such measures. The
Company has made its financial and economic priojest in order to assess the recoverable
value of its non current assets, based on the &stghate of the final outcome of said
renegotiation process. We are not in a conditionconclude if the estimates used by
Company’s management in said projections will o@ziexpected.

As mentioned in Note 14 to the financial statemethis Company completed the restructuring
of its loans, according to a voluntary exchangeroff

Furthermore, as it is stated in this noéhé Company carried out the Restructuring through
the exchange of the outstanding financial debt lhgldonsenting creditors, at such creditors’
option, subject to proration and reallocation fon@ or a combination of the following
alternatives, which include the issuance of notedeu the current corporate notes program
(Note 16),:

- The Fixed Rate Par Option
- The Floating Rate Par Option
- The Combination Option
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The Company did not make any payment or capitabrgdaccrued and unpaid interest or any
other accrued or unpaid additional amount on anytstanding Debt exchanged under the
Restructuring, other than as set forth in the aboptons.

Finally, on April 24, 2006, the Company made a cpahment of US$ 102,000,028 to those
creditors who had chosen the Combination Optiond @m additional payment of US$
4,735,872 to those creditors who had validly giviweir consent and tendered their
outstanding financial, pursuant to the terms of thstructuring proposal. The latter amount
represents interest accrued on the original delrigpal amount at the interest rate applicable
to the notes for the period extending from Janugrg006 to the date of issuance of the notes,
which was, April 24, 2006.

Furthermore, in conformity with the options selectey the financial creditors and after
applying the proration and allocation mechanism,ENIDR issued the notes under the Global
Corporate Program.

As a result of the restructuring process, the diééaludebt prior to the restructuring, which
amounted to US$ 540.9 million as of February 22)&0wvas reduced to US$ 376.4 million,
with an average term of more than 8 years, at aaraye cost of 8% and final maturity in
2019.”

C) The balance sheet as of September 30, 2006 anssjisctive supplementary information are
presented for comparative purposes with the figasesf December 31, 2005. Our auditors’
report related to the annual balance sheet as oébleer 31, 2005 was issued on March 7,
2006 and our opinion was subject to the resolutibthe uncertainties which are similar to
those described in sections a) and b) of this @namxcept for a) partial reversal of the
allowance for impairment of value of net deferred tissets, and b) the completion of the
restructuring process of the Company’s financiddtades described in Note 14. In addition the
statements of income, changes in shareholderstyegnd cash flows for the nine-month
period ended on September 30, 2006 and their régpesupplementary information are
presented for comparative purposes with the figimelsided in the financial statements of the
Company for the nine-month period ended SeptemBer2805. Our limited review report
related to the nine-month period ended SeptembeP@6 was issued on November 8, 2005
and was subject to the resolution of the unceltsnivhich are similar to those described in
sections a) and b) of this Chapter, except foraaligd reversal of the allowance for impairment
of value of net deferred tax assets, and b) theptetion of the restructuring process of the
Company’s financial debt as described in Note 14.

4. Assertion

Based on the procedures applied as described ipt€ha, which did not include all the procedures
necessary to enable us to express an opinion dintieial statements referred to in Chapter 1asegert
that the financial statements BEMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE
SOCIEDAD ANONIMA (EDENOR S.A.) as of September 30, 2006 described in Chaptekel itdo
account all material facts and circumstances whiehare aware of; and subject to the resolutiorhef t
uncertainties described in section a) of Chaptere3are not aware of any other observations inicglat
with such financial statements for them to be infoomity with accounting principles in Buenos Aires
City, Argentina and with the regulations requirgdtibe National Securities Commission (CNV).

5. Financial statement translation into English langage

As it is explained in Note 33 These financial statements are presented in coritiprwith generally
accepted accounting principles in Argentina. THecatfof the differences between accounting priesipl
generally accepted in Argentine and the accounpnigciples generally accepted in the countries in
which the accompanying financial statements afeetoised have not been quantified.

Accordingly, it must be taken into consideratiomttthese financial statements are not intended to
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present the Company’s financial position, nor tlesults of its operations, changes in shareholders’
equity and cash flows in conformity with accountprinciples of the countries of users of the finahc
statements other than Argentina.

The translation into English of these financialtstaents has been made solely for the convenience of
English speaking-readers.”

Buenos Aires City, Argentina

November 7, 2006

DELOITTE & Co. S.R.L.

Daniel H. Recanatini
Partner



