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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 DECEMBER 31, 2006

Main business:Distribution of electricity and commercial sensce the area and under the terms of the
concession agreement by which this public sengaegulated (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-lawsSeptember 20, 2006
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 DECEMBER 31, 2006
(amounts stated in pesos)

Class of shares

(Note 22 a) 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




(i 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 3:

BALANCE SHEETS AS OF DECEMBER 31, 2006 AND 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 secunigstéNote 8)
Taxes (Note 9)
Other liabilities (Note 10)

b65Accrued litigation (Exhibit E)

2006 2005
481 11,654
32,192 296,48
270,938 231,92
30,221 21,70
13,635 13,79
347,467 575
256,475 74,72
78 68
4,921 36,52
2,923 2,889,27
3,187,196 008,885
3,534,663 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)
B Total Non-Current Liabilities
Total Liabilities

SHAREHOLDERS' EQUITY (as per related statement)

D Total Liabilities and ShareholdersEquity

2006 2005
267,640 205,06
2,029 1,620,12
51,44p 34,141
62,192 67,88
26,380 175,79
25,914 18,33
435,601 2,121,341
31,250 26,76
1,095,490 (
12,417
241,079 a
40,606 38,65
131212 77,821
1,864,313 2,199,16p
1,670,350 1,377,284
3,534,663 3,576,450

The accompanying notes 1 through 33 and suppleifretiitits A, C, D, E, G and H are an integral gerthese financial statements



(. 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 YEARS ENDED DECEMBER 31, 2006 AND 2005

(stated in thousands of pesos)

2006 2005 If
Net sales (Note 11) 1,378,324 1,262,21p
Electricity purchases (799,073 (757,67%)
Subtotal 579,253 504,53}
Transmission and distribution expenses (Exhibit H) (362,118 (346,13%)
Administrative expenses (Exhibit H) (93,299 (72,87
Selling expenses (Exhibit H) (87,930 (85,96
Net operating income (loss) 35,906 (439
Financial income (expenses) and holding gains (losses)
Generated by assets
Exchange difference 2,569 2,073
Interest 13,885 12,88
Holding gain (loss) 89 (567
Generated by liabilities
Financial expenses (*) (25,404 (14,13
Exchange difference (13,318 (28,98
Interest (**) (101,280 (119,54%)
Holding (loss) 0 (240
Gain on extinguishment of former debt (Note 3.k) 179,243
Adjustment to present value of notes (Note 3.k) 57,138 [0
Other expense, net (Note 12) (22,944 (652
Income (loss) before taxes 125,884 (149,60%)
Income tax (Note 3.n) 167,182 d
Net income (loss) for the ye 293,066 (149,60%)
Earnings (losses) per common share 0.352 (0.18d
(*) The breakdown of financial expenses is as follows:
Fees related to the initial public offering of capitalcst (Note 29) (10,604 0
Financial assistance Electricidad Argentina S.A. (Nxife (8,133 0
Financial fees (390 (4,486
Withholdings income tax (4,131 (6,995
Bank charges and commission (2,146 (2,649
Total (25,404 (14,13Q)

(**) Includes 7,873 and 22,581 as of December 31, 2006 and 2005, respeutitielRelated Parties (Note 21) and 46,972 as of Decemb&088,
for adjustment of the penalties.

The accompanying notes 1 through 33 and supplemental exhibitsDA,EC G and H are an integral part of these finarst&kements



EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENO R S.A)

(stated in thousands of pesos)

(English translation of the financial statements aiginally issued in Spanish - Note 3:

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

2006 2005
Shareholders' contributions Retained earning:
Appropriated Unappropriated
Nominal Adjustment to Total Retained Earnings RetainedEarnings
Value Capital Legal Reserve Accumulated Total Total
(Note 22.a) Deficit
Balance at beginning of year 831,61( 996,48 1,828,09 53,32( (504,135) 1,377,28| 1,526,88!
Net income (loss) for the ye - - - - 293,066 293,06 (149,601
Balance at end of year 831,61( 996,489 1,828,099 53,340 (211,069) 1,670,350 1,377,284

The accompanying notes 1 through 33 and suppleirexitéits A, C, D, E, G and H are an integral prthese 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 YEARS ENDED DECEMBER 31, 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 year 32,673 308,13
(Decrease) Increase in cash and cash equivalents (275,466 57,02
Causes for Increase (Decrease) in cash and cash eglénts
Cash flows from operating activities
Net income (loss) for the year 293,066 (149,601)
Adjustments to reconcile net income (loss) toeh cash flows provided by
operating activities
Depreciation of property, plant and equepin(Exhibit A) 178,980 178,44
Retirement of property, plant and equipnf&xhibit A) 650 894
(Loss) gain from investments in relatechpanies (20) 5
Gain on extinguishment of former debt @8tk) (179,243 [0
Adjustment to present value of notes (Nbkg (57,138 [0
Exchange difference, interest and persadiieloans 49,061 138,97
Supplies recovered from third parties (5,782 0|
Income tax (Note 3.n) (167,182 g
Changes in assets and liabilities:
Net (increase) in trade receivables (39,009 (37,09
Net (increase) in other receivables (23,088 (27,15
Decrease (Increase) in supplies 1,433 (5,41
Increase (Decrease) in trade accounyaije 67,065 54,42
Increase (Decrease) in salaries an@ksecurity taxes 25,180 4,45
(Decrease) Increase in taxes (5,695 23,574
Increase in other liabilities 91,667 42,774
Net increase in accrued litigation 9,537 1,674
Financial interest paid (net of interest cdfzeal) (Note 24) (26,668 (46,494)
Financial interest collected (Note 24) 2,175 2,039
Net cash flows provided by operating activities 214,999 181,508
Cash flows from investing activities
Additions of property, plant and equipment (179,671 (124,48%)
Net cash flows used in investing activities (179,671 (124,48%)
Cash flows from financing activities
Debt restructuring payment (310,794 q
Net cash flows used in financing activities (310,794 q
(Decrease) Increase in Cash and Cash Equivalents (275,466 57,02

The accompanying notes 1 through 33 and supplefrexitibits A, C, D, E, G and H are an integral gerthese financial statements



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

NOTES TO THE FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2006 AND 2005

(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 approyeNational Regulatory Authority for the
Distribution of Electricity (ENRE Ente Nacional Regulador de la Electricidadhrough Resolution N°
417/97 and registered with the Public Registr¢ommerce on August 7, 1997.

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 the |Byee Stock Ownership Program (ESOP — Note 22
c). The closing of the agreement took place upmaproval by the corresponding French and Argentin

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), tii@rmal 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, IEASA\Nand 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, ihih and the Company with the purpose of
establishing the procedures and mechanisms threbgth 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 July 12006, there was a pledge agreement among EDHR¥, 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 Clag&s 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 ratifyeteamendment 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 appointnfetheir 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.

. 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 Airegjeftina (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, determihesvalues of its assets and liabilities and deteemits
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 Bewber 31, 2001. As from January 1, 2002, and in
accordance with generally accepted accounting iples;, it was established that inflation adjustmieat
reinstated and that the accounting basis restatedrasult of the change in the purchasing powéhef
currency through August 31, 1995, as well as tretitsas with original date as from such date through
December 31, 2001, be considered as restated ¢ d¢dter 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 Septe&ther
2003. The Company has estimated that, the differé¢hat would arise, it does not have a significant
effect on the 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 applicawérTR N° 6, 8, 9, 11, 14, 16, 17, 18, 21, and 24 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 lmamoted: 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 differestmying the Company to either recognize a deferred
tax liability or to disclose the effect of such aooting change in a note to the financial statemend

(iii) the capitalization of interest cost on centaissets (only those assets that require an extqeted

of time to be produced or acquired would qualifyyidg the term of their construction and until theg

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, ofard equipment and has estimatkdt said change
doesnot have a significant impact on the Company’srizial position or net incomir the year ended
December 31, 2006, given that the fair value -rdefias the discounted value of net cash flowsngris
from both the use of the assets and their fingbatial-, exceeds their recorded value (Note 3.hg Th
Company has made projections in order to deterrttiverecoverable value of its non-current assets,
based on the estimated outcome of the renegotiptmress described in 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 recognizesfteet of the adjustment for inflation of its
property, plant and equipment as a temporary diffee, as of December 31, 2006 a deferred taxitiabil
of approximately 469,668 would have been recordexl.a result, a debit to prior year adjustment
(unappropriated retained earnings - accumulateidijeimounting to 503,075 and a credit to net meo
for theyear, under the income tax account, amounting to 33,4@¢luding the effects of the allowance
for impairment of value of net deferred tax assetsjld have been recorded

Additionally, had the Company elected to recogrizéeferred tax liability in subsequent years, the
Company would have recorded an income tax chargerlthan the charge that will be recorded 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

2007 29,898

2008 27,541

2009 26,396

2010 25,011
2011 - 2015 118,17
2016 — 2020 4,3
Remainder 157,327

Total 469,668
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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
year ended December 31, 2006. Financial costsatiapl for the year ended December 31, 2006
amounted to 9,283

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 longwiebenefits”. This resolution will be in effect feine
Company’s financial statements for fiscal yearsnberim periods beginning as from January 1, 2007.
The Company estimates that the application of sastlution will not have a significant impact ireth
valuation on its financial statements.

3. VALUATION CRITERIA

The main valuation criteria used in the preparatibtihe financial statements are as follow:
a) Cash and banks:

- Inlocal currency: at nominal value.
- In foreign currency: at the exchange rate in effecbfeach year-endlhe corresponding detalil
is disclosed in Exhibit G.

b) Current investments:

Current investments include:

- Time deposits, which include the portion of finaldiesults accrued through the endeath
year, those denominated in foreign currency have bedued at the rate of exchange in effect as
of each year-endand

- Money market funds, which have been valued at thegiling market price as efach year-end

c) Trade receivables:

These are stated at their nominal value. They declkervices billed but not collected, and services
rendered but unbilled as of the enceath yearThe amount thus determined:

1. is net of an allowance for doubtful accounts, ascdbed in more detail in paragraph i) of this
Note.
2. considering the effects of what it is stated in@b8.

d) Other receivables and liabilities (excluding loans)

- Inlocal currency: at nominal value.
- Inforeign currency: at the exchange rate in eféecof theeach year-endExhibit G)

Other receivables and payables include the podfofinancial results accrued through the end of
each yearsegregating the implicit financing components méer they are significant.



e)

9)

h)
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Trade accounts payable have been valued at nomalaé including, if any, financial results
accrued as of the end of eaghar The values thus obtained do not differ signifibafrom those
that would have been obtained if the generally pismk accounting principles had been applied,
inasmuch as they establish that trade accountsfmayaust be valued at their estimated cash price
at the time of the transaction, plus interest anmglicit financing components accrued on the bakis o
the internal rate of return determined at such dppdy.

Other receivables and liabilities have been valetheir nominal value including, if any, financial
results accrued as of the end of ylear The values thus obtained do not differ signifibafrom
those that would have been obtained if the genemdcepted accounting principles had been
applied, inasmuch as they establish that otheiivales 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 year, including the inflation-linked CER
(“benchmark stabilization coefficient”) adjustmeantd interest accrued through the end ofytbar

at an annual rate of 4%.

Due to impairment indicators, the Company has shran allowance to adjust the value of the
above mentioned bonds to their expected recoveeahtrint (Notes 3.i and 32.b, and Exhibit E).

Supplies:

At acquisition cost restated to reflect the effadftinflation as indicated in Note 2. The consuropti
of supplies has been valued based on the averatjenethod.

The Company has classified supplies into curredt mon-current depending on whether they will
be used for preventive maintenance or capital edipmes.

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

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$etember 31, 2006 and 2005, the investment in
SACME has been recorded at its equity value.

In order to determine the equity value, the relaBminpany’s audited financial statements as of
December 31, 2006 and 2005 have been used. Theirdoap principles used by SACME are
similar to those applied by EDENOR for the preparatf its financial statements.

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 restataéflect the effects of inflation as indicated i
Note 2. The total value of the assets transferrech fSEGBA was allocated to individual assets
accounts on the basis of engineering studies caéedlxy 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 posstbleetermine 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 usedlor 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
year ended December 31, 2006. Financial costsati@gid for the year ended December 31, 2006
amounted to 9,283 (Note 2).

During the years ended December 31, 2006 and 2@st and indirect costs capitalized amounted
to 25,508 and 14,637, respectively.

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

Allowances (Exhibit E):

- Deducted from current assets:

» for doubtful accounts: it has been recorded to sidfue valuation of trade receivables up to
their estimated recoverable value. The amount@fttowance has been determined based on
the historical series of collections for servicabed through the end oéach yearand
collections subsequent thereto.

- Deducted from non-current assets:

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

» for impairment of value of Municipal Bonds: dueitopairment indicators, the Company has
recorded an allowance to adjust them to their egdchrecoverable value (Note 32.b).
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Accrued litigation (Exhibit E):
Amounts have been accrued for several contingencies

The Company is a party to certain lawsuits and attnative proceedings in several courts and
government agencies, including with respect toagerax 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, aasl dssessed additional taxes for approximately
9,30Q Tax related contingencies are subject to intectbatges 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 eaclyear management evaluates these contingencies anddseaa accrual for
related potential losses when: (i) payment theiepfobable, and (ii) the amount can be reasonably
estimated. The Company estimates that any losxdass of amounts accrued in relation to the
above matters will not have a material adversecefia the Company’s net income or its financial
position.

The evolution of the accrued litigation account haen disclosed in Exhibit E.

Loans:

As of December 31, 2006, the notes resulting framrestructuring 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.

Under Argentine GAAP, the exchange of debt instnimi@nder substantially different conditions is
considered as an extinguishment of the former @iebt debt before restructuring).

The extinguishment of the former debt generatedia gf 179,243. The adjustment to present value
of future cash flows of the notes, at a marketregerate of 10% per annum, generated a gain of
57,138.

The breakdown of the net gain on the extinguishroéttie former debt, is as follows:

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 57,138
TOTAL 236,381

As of December 31, 2005, loans have been valuettéordance with the amounts disbursed and
received, respectively, plus any accrued intergpemrse based on the rate agreed-upon for each
transaction.
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Shareholders' equity accounts:

These accounts have been restated to reflectfibetsbf inflation as indicated in Note 2, excemt f
the "Shareholders’ Contributions - Nominal valuet@unt which has been maintained at its original
value. The excess of the adjustment value ovemdsinal value has been included in the
“Shareholders’ Contributions — Adjustment to Calpigecount.

m) Statement of income accounts:

n)

- The accounts that accumulate monetary transactisref December 31, 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 gain on extinguigimt of former debt and the adjustment to

present value of the notes are stated at theirmainaalue.
Income tax and tax on minimum presumed income:

The generally accepted accounting principles reqthie application of the deferred tax method to
account for income tax. This method consists afogaizing deferred tax assets and liabilities when
temporary differences arise from the differenceMeen assets 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 thgear, the allowance for impairment of value of defertad assets amounted to
32,261, based on the estimated taxable income,hwinicludes the effects of the Company’s
estimate of the tariff increase granted by the Fd#d&overnment through Decree No. 1957/06
(Notes 23.b and 32.a).

The reconciliation between the income tax inclutdéhie statement of income for the years ended
December 31, 2006 and 2005 and the amount thatdwesllt from applying the tax rate in effect
(35%) to the income (loss) before taxes for eaeln,)ie as follows:

2006 2005
Income tax calculated at tax rate in effect on
the income (loss) before taxes 44,060 (52,361)
Permanent differences
Adjustment for inflation of Property, Plant and Hzuent 33,407 34,253
Accruals and other 35,277 0
Income tax 112,744 (18,108
(Decrease) Increase in the allowance for impaitroémalue of
net deferred tax assets (279,926) 18,108
Income tax benefit for thegear (167,182) 0
Allowance for impairment of value of deferred tax a&sets
Balance at beginning of year 312,187 294,079
(Decrease) Increase in the allowance for impaitroémalue of
net deferred tax assets (279,926) 18,108
Balance at end ofear 32,261 312,187
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Additionally, the breakdown of deferred tax assatd liabilities as of December 31, 2006 and 2005

is as follows:
2006 2005
Non-current deferred tax assets
Tax-loss carry forward 143,886 209,738
Allowance for doubtful accounts and receivabtebtigation 6,426 6,271
Accruals 93,179 95,025
Deferred exchange difference 0 14,531
Supplies valuation 159 166
Loans 0 6,490
243,650 332,221
Non-current deferred tax liabilities
Property, plant and equipment (24,209) (20,084)
Adjustment to present value of the notes (19,998) 0
(44,207) (20,034)
Net deferred tax assets before allowance 199,443 312,187
Allowance for impairment of value of deferred tax &sets (32,261)| (312,187)
Net deferred tax assets 167,182 0
Tax losses to be carried forward as of Decembe@306 are as follow:
Amount Tax rate Yga_lr
35% expiring
Tax loss carry forward 2002 387,343 135,570 2007
Tax loss carry forward 2005 23,761 8,316 2010
Total tax losses as of December 31, 2006 411,104 ,8883

As tax losses become statute-barred within fivagjghe 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 assetsf the end of the year. The tax on minimum
presumed income and the income tax complement etheln. The Company’s tax obligation for a
given year will be equal to the higher of theseetaxHowever, should the tax on minimum
presumed income exceed income tax in any givealfigear, such excess will be eligible for credit
against a partial payment of any excess of thenmcoax over the tax on minimum presumed
income that may arise in any of the ten subsedfissat years.

For the year ended December 31, 2006, the Compasiestimated a minimum presumed income
tax charge of 19,872, whereas for the year endeckmber 31, 2005 the charge amounted to
18,200. The corresponding outstanding tax credibfatie end of each year has been included in
Other non-current receivables.
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Labor cost liabilities and Early retirements payabk:

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 bargainggyeements in effect (as of December 31,
2006 and 2005, such bonuses amounted to 4,847,294 Rspectively), and

- for other personnel benefits (pension plan) to bentgd to employees upon retirement, as
stipulated in collective bargaining agreementsfiact (as of December 31, 2006 and 2005, the
accrual for these benefits amounted to 9,638 a#respectively).

Liabilities related to the above-mentioned senjebiased bonus and other personnel benefits
(pension plans) to be granted to employees, haea betermined taking into account all rights
accrued by the beneficiaries of both plans as afeD#er 31, 2006 and 2005, respectively, on the
basis of an actuarial study conducted by an inddgenexpert as of those dates. Such liabilities
have been disclosed under the “Salaries and seetairity taxes” account as seniority-based bonus
and other personnel benefits, respectively (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 December 31, 206 2005 amount to 2,320 and 1,385 (current
liabilities) and 5,802 and 1,634 (non-current lidieis), 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 usenable to provide evidence of his legal

ownership of the premises;

2. When service has been suspended more than onoe iyear period;

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 discotime®f the supply service is deducted from the
amount so credited. Similar procedures are followbkén the supply service is disconnected due to
customer lack of payment. Consequently, the Compaepvers, 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.
Revenue recognition:

Revenues from operations are recognized on an acbasis and derived mainly from electricity
distribution. Such revenues include electricity gigzl, whether billed or unbilled, at eagbarend

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, transportaticeleftricity 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 will flow to thenGmany.

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 aigswt 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 numbsgharks outstanding as of December 31, 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, tbempany 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 cefspactivity about which different financial
information may be obtained, whether for the altmraof 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 torteire 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 tbmg@any’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 demteunin Argentine pesos, whereas the
majority of its liabilities are denominated in Udllars.

As of December 31, 2006 and 2005, the Company leasemtered into any foreign currency
forward contracts or floating interest rate forwaahtracts.
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Concentration risks:
Related to customers
The Company’s accounts receivable derived priméirilyn the sale of electricity.

No single customer accounted for more than 10%alefssfor the years ended December 31, 2006
and 2005. The collectibility of trade receivabledamces which amount to 45,552 and 58,044 as of
December 31, 2006 and 2005, respectively, are adisdl in Notes 4 and 13 -“Framework
Agreement’- are depending on the compliance of tighterms of such Framework Agreement.

Related to employees who are union members

As of December 31, 2006 and 2005, most of the Coyip@&mployees were union members. Labor
conflicts, particularly those between unions angleyers and/or the government, have generally
increased in Argentina since the recent crisis, aadticularly over the past years, despite
government measures such as increases in the mmmimage and other employee benefits.
EDENOR union-joined employees are members of eitherAsociacion de Personal Superior de
Empresas de Energia (Association of Supervisorysdheel 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 Federadftc Light and Power Labor Union of the City

of Buenos Aires), which is generally comprised afrkers involved 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 OctoB&y 2007, respectively. These agreements
were approved by the Ministry of Labor and Societ®ity on November 17, 2006 and October 5,

2006, respectively.

Financial statements comparison:
Certain amounts disclosed in the financial statémexs of December 31, 2005 have been
reclassified for comparative purposes, following tHisclosure criteria used for the financial

statements as of December 31, 2006.

Such reclassifications do not imply any changeshiareholders’ equity as of December 31, 2005 or
in the results of its operations for the fiscal ryéeen ended.
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4. TRADE RECEIVABLES

The detail of trade receivables as of DecembelB@6 and 2005 is as follows:

2006 2005
Current:
Receivables from sales of electricity:
Billed 112,706 78,021
Unbilled
Sales of electricity 92,803 86.227
Framework Agreement (Note 13) 45,552 58,044
National Fund of Electricity (Note 23.a) 280 13,329
Canon payable for the expansion of the nekweansportation and 11,882 5.722
others (Note 32.a)
In litigation 10,603 10,814
Subtotal 296,561 252,157
Less:
Allowance for doubtful accounts (Exhibit E) (25,623) (20,228)
270,938 231,929

5. OTHER RECEIVABLES

The detail of other receivables as of DecembefB806 and 2005 is as follows:

2006 2005
Current:
Prepaid expenses (1) 1,305 599
Advances to suppliers 1,082 140
Advances to personnel 238 187
Related parties (2) (Note 21) 10,179 633
Preliminary attachments - ENRE - (Note 23.a) 67 98,2
Other debtors 9,873 5,283
Allowance for other doubtful accounts (Exhibit E) 2,300) (1,605)
Municipal Bonds (Notes 3.e and 32.b) 11,836 0
Allowance for impairment of value of Municipal Bas{Exhibit E) (5,918) 0
Other (3) 3,859 3,167
30,221 21,702
Non-current:
Tax credit on minimum presumed income (Note 3.n) 086, 66,159
Net deferred tax assets (Note 3.n) 199,443 312,187
Allowance for impairment of value of deferred tasats (32,261) (312,187)
(Exhibit E)
Municipal Bonds (Notes 3.e and 32.b) 0 12,016
Allowance for impairment of value of Municipal Basm¢{Exhibit E) 0 (6,008)
Related parties (Note 21) 3,077 2,389
Other 185 168
256,475 74,724

(1) Includes 101 and 112 in foreign currency (Exhibit & of December 31, 2006 and 2005,

respectively.

(2) Includes 8,767 foreign currency (Exhibit G) as @&ctember 31, 2006.
(3) Includes 754 and 917 in foreign currency (Exhib¥ & of December 31, 2006 and 2005,

respectively (Note 21).
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6. TRADE ACCOUNTS PAYABLE

The detail of trade accounts payable as of DeceBibe2006 and 2005 is as follows:

2006 2005
Current:
Payables purchase of electricity and otherlmses (1) 158,371 125,091
Unbilled electric power purchases 92,877 75,152
Customer contribution 16,123 4,607
Other 269 213

267,640 205,063

Non-Current:

Customer deposits (Note 3.0) 31,250 26,762

(1) Includes 16,271 and 12,120 in foreign currency (EXtG) as of December 31, 2006 and 2005,
respectively. Also, includes balances with SACME.Sor 676 and 621 as of December 31, 2006
and 2005, respectively.

7. LOANS

The detail of loans as of December 31, 2006 an® 208s follows:

2006 2005
Current:

Financial loans:

In foreign currency (Exhibit G and Note 14)
International Finance Corporation (Note 15) 0 62,368
Global Corporate Notes Program — Class 2 (Note 16) 0 536,254
Related Parties — EDF International (Notes 17 dljd 2 0 284,868
Private Corporate Note with OPIC guarantee (Nofe 18 0 411,909
Post-financing of imports (Note 19) 0 78,728
Other loans (Note 20) 0 245,999

Interest (Note 14) 2,029 0
2,029 1,620,126

Non-Current:

Notes:
In foreign currency (Exhibit G and Note 14)
Fixed and Incremental Rate Par Notes — Class A 225,0 0
Fixed and Incremental Rate Par Notes — Class B 863,9 0
Floating Rate Par Notes — Class A 38,753 0
Fixed and Incremental Rate Discount Notes — Class A 466,409 0
Fixed and Incremental Rate Discount Notes — Class B 268,471 0
Subtotal 1,152,628 0
Adjustment to present value of notes (N9 (57,138) 0
Notes at present value 1,095,490 0
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8. SALARIES AND SOCIAL SECURITY TAXES

The detail of salaries and social security taxeBexember 31, 2006 and 2005 is as follows:

Current:

Salaries payable and accruals
Social Security (ANSES)
Early retirements payable (Note 3.0)

Non-Current (Note 3.0)
Other personnel benefits

Seniority-based bonus
Early retirements payable

9. TAXES

The detail of taxes as of December 31, 2006 an& &08as follows:

Current:

Provincial, municipal and federal contributicared taxes
Value Added Tax (VAT)

Tax on minimum presumed income

Withholdings

Municipal taxes

Other

10. OTHER LIABILITIES

The detail of other liabilities as of December 2006 and 2005 is as follows:

Current:

Technical Assistance (Note 21 and Exhibit G)

Fees related to the initial public offering of dapstock (Note 29 and

Exhibit G) (1)

Fees related to debt restructuring (Exhibit G)
ENRE penalties (Note 23 a and b)

Program for the rational use of electric power (FHHR
Other (2)

Non-current:

ENRE penalties (Note 23 a and b)

2006 2005
44,423 29,241
4,703 3,515
2,320 1,385
51,446 34,141
9,638 7,484
4,847 3,294
5,802 1,634
20,287 12,412
2006 2005
19,568 17,152
11,935 13,388
6,507 6,682
4,894 13,623
15,044 13,050
4,244 3,992
62,192 67,887
2006 2005
4,465 022,
3,820 0
7,299 0
0 169,650
6,926 0
3,870 4,121
26,380 175,792
241,079 0

(1) Includes 3.764 in foreign currency (Exhibit G) december 31, 2006.

(2) Includes 2,435 and 3,022 in foreign currency (Ekhi) as of December 31, 2006 and 2005,

respectively.
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11. NET SALES

The breakdown of net sales for the years endedrbleee31, 2006 and 2005 is as follows:

2006 2005
Sales of electricity (*) 1,347,295 1,238,241
Other (**) 31,031 23,969

1,378,326 1,262,210

(*) Net of ENRE penalties for 25,200 and 72,736tfe years ended December 31, 2006 and 2005,
respectively. (Note 23).

(**) Includes pole rental for 14,315 and 8,312 floe years ended December 31, 2006 and 2005,
respectively.

12. OTHER EXPENSE, NET

The breakdown of other expense, net for the yaadted December 31, 2006 and 2005 is as follows:

Gain (Loss)
2006 2005

Non operating income 4,093 1,333
Commissions on municipal taxes collection 1,537 1,479
(Expense) income from technical services (437) 5 99
Voluntary retirements and terminations (14,122) (79)3
Severance paid (3,019) (3,091)
Accrued litigation (13,400) (10,050)
Supplies recovered from third parties 5,782 0
Disposal of property, plant and equipment (649) (335)
Forgiveness of operator’'s compensation (Note 21) 0 25,852
Other (2,729) (3.456)

(22,944) (652)

13. FRAMEWORK AGREEMENT

On January 10, 1994, the Company, together with ®IDE S.A., the Argentine Federal Government and
the Government of the Province of Buenos Airesesiga Framework Agreement aimed at resolving the
issue of supplying electricity to low-income areasd 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 Januaryi904, which was then ratified by both the Federal
Government through Decree N° 584 dated April 28418nd the Government of the Province of Buenos
Aires through Decree N° 1,445 dated June 2, 1994.

In accordance with section 5 of the above-mentioAgteement, 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€tdconnections, power theft, unrecorded consumpti
or any other form of misappropriation of electrcitr illegal use thereof. The economic value awsip

to the above-mentioned waiver amounted to 20,080which purpose a Special Fund was set up. The
cost of this Special Fund was borne by the ArgenEiederal Government and the Province of Buenos
Aires which contributed a percentage of the biffectively collected from users in low-income areamsl
shantytowns. The four-year duration of this SpeEiahd, which commenced as from the date on which
the Framework Agreement went into effect, endedJone 30, 1998. The Company has been fully
compensated for the economic effect derived froerathove-mentioned waiver.
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As permitted by section 13 of the Framework Agreetmehich 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 objectives of thgreement could be completely fulfilled within the
originally stipulated period, although most of thead been accomplished, and considering also #vat n
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 electricity to low-income areas and shns.

On October 6, 2003, the Company signed a new Framkewgreement with the Argentine Federal
Government and the Government of the Province ofnBs Aires 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 Exeeufiower and the Government of the Province of
Buenos Aires through Decree N° 1972 dated Decer2®e004 (published in th©fficial Gazetteon
January 5, 2005) and Decree N° 617 dated April0B52(published in th©fficial Gazetteon May 23,
2005), respectively.

As disclosed in Note 4, receivables under the Fraorie Agreement as of December 31, 2006 and 2005
amounted to 45,552nd 58,044, respectively. During thear ended December 31, 20@ge Company
collected 33,969.

On October 26, 2006, the Company entered into anBayPlan Agreement with the Government of the
Province of Buenos Aires which establishes the itmm$ according to which the Province of Buenos
Aires will honor its obligation to Company pursuatat the New Framework Agreement. In such
agreement, the Company claims a debt amounting,tl2, for the period September 2002 through June
2006, which the Province agrees to verify in acaaos with the provisions of chapter VI -sectionah@l
related sections- of the Fund Regulations of thes IReamework Agreement. Furthermore, the Province
agrees to pay the debt resulting from the aforeimeed verification, in 18 equal, consecutive and
monthly installments.

Together with the payment of the first six instaims, which will begin even if the verification be
carried out by the Province were not completed, Rhavince of Buenos Aires committed to pay the
amounts resulting from the services provided to-io@ome areas and shantytowns during the last
semester of 2006 amounted to 5,815. The Compamyedidis right to interest accrued from the date on
which the New Framework Agreement went into efféicough the commencement of the agreed-upon
installment plan. The aforementioned waiver is sabjo the effective compliance of the Government o
the Province of Buenos Aires with the agreed-upatailment plan.

The aforementioned agreement was approved by tmep&awy’'s Board of Directors on November 7,
2006, and, as of the date of issuance or thesadimastatements, is awaiting the approval of the
competent Administrative Authority of the ProvingeBuenos Aires.

The aforementioned Framework Agreement expired esebhber 31, 2006. As from such date the
Company has been negotiating the renewal of suakeawnt with the Federal and Provincial
Governments. However, the Company will continuestpply electricity to low income areas and
shantytowns.
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14. RESTRUCTURING OF FINANCIAL DEBT

On January 19, 2006, the Board of Directors apmidihe 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 agreemetugkdo Preventivo Extrajudicia(the 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 exchangingrti@&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 launchedicitagion of consent to execute an APE with
eligible holders of its outstanding financial dedh APE is an insolvency procedure available totoeb
under the Argentine Bankruptcy Law (LCQ) consistiofjan 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 APEdpmes 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 waigh t
Company, to tender their debt in the Voluntary Earae Offer and give their consent to the APE, shoul
this procedure be initiated.

The Company could carry out the Restructuring imoadance with one of the following three
alternatives:

» 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 wiftfiandatory Exchange through the APE or an
In-APE Exchange on the Consummation Date or onlthAPE Exchange Date, respectively,
subject in each case to the fulfillment of the Gtads to the APE Restructuring Alternatives;

» 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 Condfit$ to the APE Restructuring Alternatives) on the
In-APE Exchange Date or carry out the Voluntary liamye Offer (subject to the fulfilment of the
Conditions to the Voluntary Exchange Offer) on Ywuntary Exchange Date; or

e If creditors holding at least 98% of the aggregatéstanding amount give their consent to the
Restructuring, the Company will carry out the Vdhny 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, eitmerdirectly giving their consent and/or signingppart
agreements with the Company. Consequently, in decae with the degree of acceptance received, the
Company carried out the Restructuring following thied alternative mentioned above.
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The Company carried out the Restructuring throlngheixchange of the outstanding financial debt held
by consenting creditors, at such creditors’ optisnbject 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 jpéhcamount 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 rgecuto 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 Beamual 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.

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 dripigrest 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 amortizatibedule 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 priricipaount 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:
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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 cpafment 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 tendereir thutstanding financial debt, pursuant to thenteof

the restructuring proposal. The latter amount regmés interest accrued on the original debt praicip
amount at the interest rate applicable to the nfatethe period extending from January 1, 2006h® t
date of issuance of the notes, which was, April2Z06.

Furthermore, in conformity with the options selecks the financial creditors and after applying pine-
ration and allocation mechanism, EDENOR issuechtites under the Global Corporate Notes Program
(Note 16).

Therefore, the Company’s post-restructuring defoicsire was comprised of the following Notes:

Type Class Amount (US$)
. A 73,484,603
Fixed Rate Par Note
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 defdwebt prior to the restructuring, which amodnte
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 reti®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 Compaiiybe 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, aCtimpany’s discretion, either for the purchase of
notes through market purchases or for the optimagmption of notes.

If the Leverage Ratio is equal to or lower than, 38t 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 agpkt the Company’s discretion, either for the
purchase of notes through market purchases ohéooptional redemption of notes; and a maximum
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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 afdpkt 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 entitalyeaCompany’s discretion, including, without
limitation, for the payment of dividends;

If the Leverage Ratio is equal to or lower than 2h& Company is exempt from complying with the
above-mentioned conditions and therefore any exzEss may be applied at its discretion.

The Company may make permitted capital expenditupe® an agreed-upon annual amount.

Upon the occurrence of an Adverse Event, EDENORs aliscretion, 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 oéagnt or series of events that are outside the
Company’s control and result in the Company'’s iliiglto meet its debt service obligations, to the
extent that the minimum cash balance is maintaiAdelerse Devaluation Event means any measure
or series of measures taken by the Argentine gowvent, general market conditions or any other
event that results in a 20% or larger devaluatioth® Peso in any period of 12 consecutive months
after the Issuance Date as compared to its valoé denuary 1, 2006.

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

Restricted Payments: No dividends shall be paid @ptril 24, 2008 or until such time when the

Company’s Leverage Ratio is lower than 2.5, whi@nesccurs first. Fees payable under the
technical assistance agreement shall not exceed2Usilion. Payments to EASA shall not exceed
US$ 2.5 million in any fiscal year.

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

In the case that the Company carries out a prinegpyity public offering and as long as the
Company’s Leverage ratio is higher than 2.5, then@any 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 bh®k no obligation to make the
aforementioned purchases of notes at a price gribabe 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.
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15. LOAN FROM THE INTERNATIONAL FINANCE CORPORATION

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

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 veitiyroup 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 interastLIBOR + 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.

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’ equitio is higher than 1.5 and/or
b) the interest hedge ratio (EBITDA / interest)awer than 3 until the final maturity of Tranche
“A".
- 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 seminerage 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 dividerdsse 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 Avyge State or any agencies thereof, to be indeechif
in the event of termination of the concession her 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 ¢ouse 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 toglimum amount of US$ 120,000,000, thus enabling
the Company to modify its investment plan withomy &imitation whatsoever.
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The outstanding balance of tranches “A” and “Ctlad above-mentioned loan is as follows:

As of December 31, As of December 31,
2006 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 disglosNote 7, were included in the debt restrungri
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 ShareholdeegtiMg ratified by consent resolution the creatbn
the Program, to be issued in different and suceessasses and/or series, whether cumulative gr not
with a term of five years to commence as from tlgedof 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.

On November 5, 1996 the CNV authorized the issuafitke Global Program for US$ 300,000,000; as
Class 1 was issued on December 4, 1996, for U$®2QMO0 with a floating rate.

On September 15, 1997 the Extraordinary Sharelsilfiéeeting 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 conafétiof
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 Extraordinary@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 akBtors of the CNV. Furthermore, the maturity term
of Corporate Notes to be issued in the future viesged 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 rtgtdate, 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 LuxembougExchange. They were represented
by one restricted, registered, global corporatee,nahose shares would be traded through the ctgarin
systems with Caja de Valores S.A.
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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 peexditon any interest payment date. The notes accrue
interest at 180-day LIBOR plus the following spredadl25% 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$ Z@ID on December 15, 1999, US$ 18,750,000 on
June 15, 2000, US$ 18,750,000 on December 15, 20@% 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 therk#tmerican Development Bank,

(ii) early partial repayment of the loan grantedtiy 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.

Both series of Class 2 Corporate Notes had bedmazd to trade on the Buenos Aires Stock Exchange
the Luxembourg Stock Exchange and Mercado Abierto Electronico

On June 14, 2002, the Company and the holdersadsC 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 alm&ationed corporate notes, as well as the trustele
the holders of the private corporate note with OBl@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 Nst&s follows:

As of December 31, As of December 31,
2006 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 restruotri
referred to in Note 14.
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Class 3 Corporate Notes

On April 25, 2002, the Company issued Class 3 QateoNotes for an amount of US$ 82,000,000, at a
floating interest rate, with final maturity in 200bhe proceeds of the issue were used to repalpéme
agreement.

The corporate notes were issued at 100% of thenimad value. Principal was to be repaid in four &qu
semiannual installments of US$ 20,500,000, matuangOctober 25, 2003, April 25 and October 25,
2004, and April 25, 2005. The notes accrued inteae&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 Compgaad/to comply with certain financial restrictiotos
wit:

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

- maintain the interest hedge ratio (EBITDA / ist) above 3.

At the date of issuance of these notes, investadsthe option to assign and transfer to a trusthelir
rights under the notes in exchange for pass-thrawggtificates issued by said trust. These certdica
were unconditionally guaranteed by EDF Internatioaad were thus fully protected from any
commercial and political risk. After the secondhimersary of the corporate notes, holders of pass-
through certificates would have a one-time oppadtyuin 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 antthe holders received the funds in due time and exa(Note 17). The second,
third, fourth, fifth and sixth interest paymentsiethmatured on April 25 and October 25, 2003, A6l

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

The payment of the first, second, third and fowtid last principal installments, which were due on

October 25, 2003, April 26 and October 25, 2004 April 25, 2005, respectively, were paid by EDFI
(Note 17).

17. LOAN FROM EDF INTERNATIONAL S.A.

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 swh®n rights in respect of the issue of Class 3
Corporate Notes.

The total amount of principal borrowed is as folfow

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 LIB@IRs 2% rate was established for each tranche.
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Balances as of December 31, 2005, which are distdlas Notes 7 and 21, were included in the debt
restructuring referred to in Note 14.

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

As of December 31, 2006 As of December 31, 2005

Principal 0 266,136
Interest and penalties 0 18,732
Total 0 284,868

On December 4, 2006, EDFI sold the debt instrumeetsrred to in Note 14. Consequently, as of
December 31, 2006 there is no outstanding balahicans granted by the related company EDFI.

PRIVATE CORPORATE NOTE WITH OPIC GUARANTEE

On June 16, 2000, the Company raised US$ 140,00at00ugh the private placement of a corporate
note which was part of the assets of a financiatir The five-year term corporate note with aahyear
grace period matured on May 31, 2005. The main geamd conditions of the transaction were the
following:

* Interest rate: LIBOR + 2% per annum, payable semialty, with first payment maturing on
December 15, 2000, second to sixth payments on Jtirend December 15 of each year, seventh
payment on November 30, 2003, eighth payment on 8132004, 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.

» Early repayment: permitted, whether in part ofuih

» Restrictions: the following financial covenants e¢o 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.

The agreement under which the corporate notes issued included neither restrictions on the payment
of dividends nor any guarantees. Moreover, theyewwt 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 ratiasipulated 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 lkdoe determined according to a modified Dutch
auction sale procedure, with prices ranging fron$U80 to US$ 750.
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The final accumulated principal amount of the Datstruments 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 abosationed 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 December 31, 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 disglosNote 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, Angish Bank PLC, Banco Rio, ABN-Amro Bank and
Landebank Waden Wurttemberg. The proceeds of teslavere used to finance the Company’s annual
investment plan. These loans were taken and substguenewed 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 Banco Rio ABN-Amro Lac\(/jaejg:nk
BIGSA Bank PLC Bank
Wurttemberg
Amount (US$) 997,780.75 3,000,000 5,000,000 5,000,000 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 None None None None None
restrictions
The outstanding balance of these loans is as fellow
As of December 31, 2006 As of December 31, 2005
Principal 0 72,761
Interest and penalties 0 5,967
Total 0 78,728

Balances as of December 31, 2005, which are dsglosNote 7, were included in the debt restruntri
referred to in Note 14.
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On October 12 and 30, 2000, the Company enteredlineée 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 wesexpay 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 asvollo

Bank Boston Bank of Tokyo Banco Santander Lloyd’s Bank
Amount (US$ 10,000,000 20,000,000 30,000,000 15,000,0(
Maturity October 11, 2002 April 16, 2004 November 1, 2004 Méréh
2003
Interest rate 90-day Libor 180-day Libor 180-day Libor 90-day Libg
1%'and 29 Quarter + 1.375%
Spread ove 3“and &' Quarter + 1.50% +2.25% +1.70 % +5.50 %
rate 5" and 6" 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
restrictions liabilities + Shareholders’ Debt + Shareholders’
equity)<=0.6 (Note 31) equity)<=0.6 (Note 31)
Early In full or in part | In full or in part for a In full or in
repayment In full for a minimum | minimum amount of part for a
(USS$ amount of 500,000 and after the first| minimum
1,000,000 anniversary amount of
1,000,000

The outstanding balance of these loans is as fellow

Principal

Interest and penalties

Total

As of December 31, 2006 As of December 31, 2005
0 227,400
0 18,599
0 245,999

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

0

=
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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
December 31, 2006 and 2005, outstanding balandbs@lated parties are as follow:

2006 2005
Other receivables (Note 5)
EDF International (*) 4,338 156
Electricidad Argentina S.A. (*) 4,429 24
SACME S.A. 448 448
EDF Global Solucion 0 5
New Equity Ventures LLC 964 0
Employee Stock Ownership Program (Note 3,077 2,389
22.0)
Total 13,256 3,022
Trade accounts payable (Note 6)
Errecondo, Salaverri, Delatorre, Gonzalez & (16) 0
Burgio
SACME S.A. (676) (621)
Total (692) (621)
Other liabilities
EDF Global Solucién 0 (389)
Electricidad Argentina S.A. (Note 10) (4,465) 0
EDF International (Note 10) 0 (2,021)
Total (4,465) (2,410)
Loans
EDF International (Notes 17 and 7) 0 (284,868)

(*) Includes services to be received.

Transactions carried out with related parties fa years ended December 31, 2006 and 2005, are as
follow:

2006 2005
Income from services
Electricidad Argentina S.A. 4 117
EDF Global Solucién 0 80

Total 4 197
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2006 2005
Expenses from services
SACME S.A. (2,334) (1,954)
EDF Global Solucion (659) (4,161)
Electricidad Argentina S.A. 0 (5,780)
EDF International (7,128) (26,912)
Errecondo, Salaverri, Delatorre, Gonzalez & (1,392) (300)
Burgio
Total (11,513) (39,107)
Financial expenses, interest and penalties
EDF International (7,873) (22,581)
Electricidad Argentina S.A. (8,133) 0
Errecondo, Salaverri, Delatorre, Gonzalez & (244) 0
Burgio
Total (16,250) (22,581)
Other income (expense), net
EDF International (Nota 12) 0 25,852
Financial debt restructuring result
EDF International 38,114 0
Adjustment to present value of notes
EDF Internacional (*) 12,658 0

(*) Corresponds to the calculation of the financiddtde present value as of December 4, 2006, date on
which it was transferred by EDF International.

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 concerningdistribution and sale of electricity and would coihm
their experience and know-how to the achievemeandéfficient 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 hagf 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-yeamtes from September 1, 1992, which was extended
until August 31, 2007.

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

On September 15, 2005, EDFI transferred the shealelsin EASA (the controlling company of Edenor)
and 14% of EDENOR'’s shares to Dolphin. In connectiwith such transfer, the parties agreed to
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terminate the aforementioned Agreement and redueeamount owed to EDF for unpaid fees 25,852
(Note 12).

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.odgghe 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. Thet finnual payment was made on January 9, 2006,
whereas the second payment was made on Decemhizd(a!,

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(EDFGS), 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 intermaintenance and cleaning tasks, management of
documentation and buildings operations. EDENORIdipay EDFGS a monthly fee of approximately
300 plus VAT for the above-mentioned services. Bgeeement 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 coultitexte 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 fhiece
agreed-upon with EDFGS, and EDFGS did not makegaivalent offer within 30 days.

The aforementioned agreement has been extendedythiday 31, 2007 by mutual consent.

During theyear ended December 31, 20@he Company has become aware of the transferDéf E
group’s interest in EDF Global Solucion S.A.

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

On April 4, 2006, the Company and EASA entered iatoagreement pursuant to which EASA will
provide technical advisory services on financiaktera as from September 19, 2005 and for a term of
five years. In consideration of these services, HDR 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’ ®egtic
without having to comply with any further obligati® or paying any indemnification to the other party
The first annual payment was made on April 19, 2006.

CAPITAL STOCK

a) General

As of December 31, 2006, the Company’s capitalkstonounts 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 Shareholdersetivg approved the offsetting of the account
“Unappropriated Retained Earnings — Accumulatedcidéefas of December 31, 1995, against the
“Adjustment to Capital” account.
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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.

Furthermore, as indicated in Note 1, there wasdgs agreement pursuant to which NEV had granted in
favor of EDFI and EDF a first-priority preferredcseity interest on the Class “B” shares it holdghe
Company, representing 14% of EDENOR'’s capital staxk security for the performance of certain
obligations.

c) Employee Stock Ownership Program (ESOP)

Decree N° 714/92 of the Argentine Federal ExecuBwsver, pursuant to which the Company was
created, established that 10% of the Company’'salagidck, represented by Class “C” shares, would
be allocated to an Employee Stock Ownership ProdEE®®OP) in compliance with the provisions of

chapter 11l of Law N° 23,696. Decree N° 265 of thegentine Federal Executive Power (published in
the Official Gazetteon February 22, 1994) ordered the following:

— approval of the formal legal instruments of thisdtam,

— awarding of Class “C” shares to the employees acguihem,

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

The holders of the Class “C” shares are represeyed director and an alternate director in the
Board. During the term of the ESOP, neither thepomte purpose nor the proportion among the
different classes of shares may be modified untesesrequirements set forth in the Program are
strictly observed.

In order to implement the ESOP, a general trarefgeement, a share syndication agreement and a
trust agreement were executed. Pursuant to thesféramgreement, participant employees were
allowed to defer payment over the Class “C” shane=r time. As a guarantee for the payment of the
deferred purchase price, the Class “C” shares why#ged in favor of the Argentine government.
This pledge, which continues to be in effect, wéimain in effect until the full payment to the
Argentine government of all the Class “C” shargsatldition, the Class “C” shares are subject to
restrictions on sale and transfer until the deteparchase price has been paid in full and thegaled
has been released.

Under the trust agreement, Banco de la Nacién Angenis entitled to receive all dividends
corresponding to the Class “C” shares and 50 %rof payment under the Company’s Profit- Sharing
Bonds described below. Banco de la Nacion Argenimarequired to pay to the Argentine
Government 90 % of the amounts received as payofehe deferred purchase price, and to set aside
the remaining 10 % in a “Guarantee and Repurchased “Fondo de Garantia y Recompra” for the
benefit of the participant employees.

In compliance with the requirements of the Publiffe@ng Transparency Decree and CNV
regulations, in November 2005 Dolphin Energia $afinched a tender offer to acquire all Class “C”
shares held by ESOP beneficiaries at a price mgegqual to the price paid by Dolphin Energia S.A.
for the acquisition of its indirect controlling &&in the Company from EDFI. After the launching of
the offer, the ESOP’s Executive Committee commueitéo Dolphin Energia S.A. that it intended to
reject the offer because the price offered didaoaer the outstanding amount of the debt incureed t
finance the initial purchase of Class “C” shareseo the fact that the ESOP’s Executive Commitee
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had stated their objection to the tender offerDesember 1, 2005, the CNV suspended the offer until
its feasibility and the legal capacity of the ES®Executive Committee to adopt decisions with
respect to such tender offer could be determineda Aesult of the objection, and with the purpdse o
ending this process, a Class "C" Shareholders' inpdteld on September 13, 2006 ratified the
actions taken by the Executive Committee rejectivegtender offer for the acquisition of EDENOR's
Class "C" shares. Consequently, on December 7,,200@6 Board of Directors of the National
Securities Commission declared void the tender défiethe acquisition of Class "C" shares.

Additionally, the by-laws provide for the issuar@eProfit-Sharing Bonds in favor of all Company’s
employees, whether or not such employees parteeijpathe ESOP, pursuant to section 230 of Law
N° 19,550, so that 0.5% of each year’s net incomelibtributed among them after any accumulated
deficit has been fully offset. For the years enBetember 31, 2006, 2005 and 2004, the Company
has not accrued any amount for this concept, dtieetexistence of accumulated deficit.

23. REGULATORY FRAMEWORK
a) General

The Company's business is regulated by Law N° 24,@fich created ENRE. In this connection, the
Company is subject to the regulatory framework fmed under the aforementioned Law and the
regulations issued by the ENRE.

The ENRE is empowered to: a) approve and contrifdaand b) control the quality of both the seevi
and the technical product, as established in thec&sion Agreement. Failure to comply with the
provisions of such Agreement and the rules andlagigas governing the Company's business will make
the Company liable to penalties that may includefthfeiture of the concession.

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 produas measured by voltage levels and network
variations;

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

3. Deviation from quality levels of commercial se®j as measured by the number of claims and
complaints made by customers, service connectiesti the number of estimated bills and billing
mistakes;

4. Failure to comply with information gathering aptbcessing 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 December 31, 2006 and 2005, the Company ¢@sied the penalties for resolutions not yet issued
by the ENRE corresponding to the six-month conpeliods elapsed through those dates. As of
December 31, 2006, the Company has accounted émadjustment contemplated in the Temporary
Tariff Regime (TTR) (Note 32.a). Consequently, &that date penalties amounting to 241,079 and have
been included in non-current liabilities (Note 1Dhe payment plan has been described in Note 32.a

Furthermore, as of December 31, 2006, the Compangisagement has considered that the ENRE has
complied with the obligation to suspend lawsuiteed at collecting penalties.

Furthermore, the Company has been notified of icepteeliminary attachments levied on funds depdsite
in its bank accounts as a consequence of the exgcptoceedings brought by the ENRE against the
Company for imposed and unpaid penalties in theusutnof 67 and 13,298 as of December 31, 2006 and
2005, respectively (Note 5). Additionally, afterd@enber 31, 2006 and until the date of issuanchesfe
financial statements, the Company has not beefiethtif any other attachments (Note 23.b) (Not@aB?2.



42

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

at encouraging customers to reduce consumptionfréxa July 1, 2006, such excess funds may be
applied against the amount that the Company mamtai the Trade receivables account as Unbilled —
Electric Power National Fund, for “Quarterly Adjostnt Coefficient of the National Fund of Electngit
(section 1 of Law N° 25,957) in the amount of 2508uch application will be in effect until the
Company is allowed to transfer such adjustmenh&dlectricity tariff, as provided for in sectid®,
clause c) of Law N° 24,065. On August 10, 2006 ENRE issued Resolution N° 597/2006 which
regulates the aforementioned Resolution N° 942/26f6e National Energy Secretariat and establishes
the compensation mechanism to be used.

b) Concession

The term of the concession is 95 years and mayxteneed 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 saaiagement period, the Class “A” shares repreggntin
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.

In accordance with the provisions of the Concesgigreement, the Company shall take the necessary
measures to guarantee the supply and availabfliglextricity so as to meet demand in due time iand
accordance with stipulated quality levels, for whpurpose the Company shall be required to guagante
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. Nmrtamust 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 wereerted/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, 26,077 and 26,204hbo
the declaration of economic emergency and the g@etio renegotiate public utility contracts were
extended through December 31, 2005, 2006 and 288Fectively.

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 AgreenTdr® 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
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February 13, 2006 a new copy of the Adjustment Agrent was signed under the same terms as those
stipulated in the agreement signed on Septembet(@B.

The Adjustment Agreement establishes the following:

i) the implementation of a Temporary Tariff RegifRRTT) effective as from November 1, 2005,
including a 23% average increase in the distributtost, service connection costs and service
reconnection costs, which may not result in andase in the average tariff of more than 15%, and
an additional 5% average increase in the value chdtigtribution (VAD), allocated to certain
specified capital expenditures;

i) the requirement that during the term of saichperary tariff regime, dividend payment be subject
the approval of the regulatory authority,

iii) the establishment of a “social tariff” for theeedy and the levels of quality of the servicehéo
rendered;

iv) the suspension of the claims and legal actfded by the Company and its shareholders in matio
or foreign courts due to the effects caused byEttEnomic Emergency Law (No&i);

v) the carrying out of a Revision of the Companyiff&tructure (RTI) which will result in a new
tariff regime that will go into effect on a gradumdsis and remain in effect for the following 5 ygea
In accordance with the provisions of Law N° 24,08% National Electric Power Regulatory
Authority will be in charge of such review.

vi) the implementation of a minimum investment plarthe electric network for an amount of 178.8
million to be fulfiled by EDENOR during 2006, plusn additional investment of 25.5 million
should it be required (see the provisions of RaamiuNo. 51/2007 of the ENRE described in Note
32.a.vi)

vii) the adjustment of the penalties imposed by ENNRE that are payable to customers as discounts,
which were notified by such regulatory agency ptidanuary 6, 2002 as well as of those that were
notified, or whose cause or origin arose in thégaebetween January 6, 2002 and the date on which
the Adjustment Agreement goes into effect

viii) the waiver of the penalties imposed by the FNthat are payable to the Argentine State, which
were notified, or their cause or origin arose ia geriod between January 6, 2002 and the date on
which the Adjustment Agreement goes into effect

ix) the payment of the penalties imposed by the ENRIich are described in paragraph vii above, in
fourteen semiannual installments, which represemraimately two-thirds of the penalties
imposed by the ENRE before January 6, 2002 asasalif those that were notified, or whose cause
or origin arose in the period between January ®228nd the date on which the Adjustment
Agreement goes into effect, subject to complianith eertain requirements;

Said agreement was ratified by the Federal ExeelRiower through Decree No. 1957/06, signed by the
President of Argentina on December 28, 2006 andighdal in theOfficial Gazetteon January 8, 2007.
This agreement stipulates the terms and condittbas upon compliance with the other procedures
required by the regulations, will be the fundamkbtsis of the Comprehensive Renegotiation of the
Concession Agreement of electric power distributimd sale within the federal jurisdiction, betwéles
Federal Executive Power and the Company (Note 32.a)

In addition to the adjustment of the penalties dbsd in paragraph a) of this note, the effectshef
Adjustment Agreement (tariff increase) have be&enanto account in the business projections made f
the purposes of determining the amount of the allme for impairment of value of net deferred tax
assets, as described in Note 3.n (Note 32.a).

Revenues from the retroactive increase derivingnfriie implementation of the new electric rate
schedule applicable to non-residential consumpfiborihe period of November 1, 2005 through January
31, 2007, will be recognized in the financial sta¢mts for the next fiscal year beginning on Jandary
2007. In accordance with the guidelines of ResotutNo. 51/2007 of the ENRE, which approved the
new electric rate schedule, the aforementionedeas® will be invoiced in 55 monthly, equal and
consecutive installments (Note 32.a).



24.

25.

44

c) Concession of the use of real property

Pursuant to the Bid Package, SEGBA granted the Gaynthe 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
properties and for the taking out of insurance r&jaiire, property damage and third-party liabilitg
SEGBA's satisfaction.

The Company may make all kind of improvements ® gihoperties, including new constructions, upon
SEGBA's prior authorization, which will become tlgeantor’s property when the concession period is
over, and the Company will not be entitled to anympensation 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 contrelsnade to the National Agency of Public Properties
(ONABE).

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

of these properties have been executed at a (rit2,&75. 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 Flakes,Company considers as cash equivalents all
highly liquid investments with original maturitie$ three months or less.

As of As of As of

December December December

31, 2006 31, 2005 31, 2004
Cash and Banks 481 11,659 8,508
Time deposits 1,360 278,238 219,104
Money market funds 30,832 18,242 23,500
Total cash and cash equivalents in the
Statement of Cash Flows 32,673 308,139 251,112

b) Interest paid and collected:
For the years ended December 31,

2006 2005
Interest paid during thgear (35,951) (46,494)
Interest collected during thear 2,175 2,038

INSURANCE COVERAGE

As of December 31, 2006, the Company has takerheufollowing insurance policies for purposes of
safeguarding its assets and commercial operations:
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Risk covered Insured amount
Comprehensive (1) uss 309,549,950
Mandatory life insurance $ 16,719,750
Theft of securities USs$ 100,000
Vehicles (theft, third party liability and damages) $ 5,021,602
Special equipment Uss 598,417
Land freight Uss$ 2,000,000
Imports freight $ 2,250,000

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

CLAIM OF THE PROVINCE OF BUENOS AIRES BOARD OF ELECTRIC POWER

On December 1, 2003, the Board of Electric PoweahefProvince of Buenos Aires (Board) filed a claim
against EDENOR in the amount of 284,364 that inetudurcharges and interest as of the date of the
claim, and imposed penalties for an amount of 25,86ie to the Company’s failure to act as collertin
agent of certain taxes established by Decrees-1aw290/67 and 9038/78 from July 1997 through June
2001.

On December 23, 2003, the Company appealed thedBadecision with the Tax Court of the Province
of Buenos Aires, which had effect of temporarilysgending the Company’s obligation to pay. Such
appeals were filed on the grounds that the Fedeugreme Court 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 electricity.

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

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, dangeréa human health, which is a violation of
Argentine law. In connection with this alleged witibn, the judge ordered a preliminary attachment o
the Company's assets in the amount of 150 mill@ncaver the potential cost of damage repair,
environmental restoration and court costs. On May2B05, the Company filed appeals against both the
charges brought against its employees and thehattawt order. On December 15, 2005, the Court of
Appeals dismissed the charges against all threendahts and, accordingly, revoked the attachmeiatror
against the Company’s assets. The decision of thet@f Appeals also established that the triaggid
should order the acquittal of two ENRE public offis who had been indicted on related charges. An
appeal against this decision was filed in the Tnd#dude Casacién (the highest appellate body far thi
matter), which on April 5, 2006 ruled that the aplpagainst the decision regarding EDENOR'’s
employees and the Company was not admissible beddesisions rendered on grounds of lack of
evidence were not subject to review. The TriburaalGhsacion allowed the appeal against the decision
regarding ENRE officers.

The Company’s management estimates there are abdemunds for any action against the Company or
its employees in connection with this matter. Adiogly, 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 orthe
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 parttoé
Company’s capital stock in local and internatiomarkets, including, but not limited to the tradioigits
shares in the Buenos Aires Stock Exchange and &we Ybrk 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 Exckbamgtrusting 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 year ended December 31, 2006, expensegadchy the Company in relation to this process
amounted to 10,604. As of year-end, the amount&%*®was still pending.

The Ordinary and Extraordinary Shareholders’ Magtield on June 7, 2006 resolved to increase capital
stock for an amount of up to 83,161 represente&I®p of class A shares, 39% of class B shares and
10% of class C shares, all of which are entitledrie vote and have a nominal value of one peso. each
The implementation of this decision was delegatethé Board of Directors. As of December 31, 2006,
such capital increase has been neither subscritreplid-in.
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30. BREAKDOWN OF TEMPORARY INVESTMENTS, RECEIVABLES AND LIABILITIES BY

31.

COLLECTION AND PAYMENT TERMS

As required by CNV'’s regulations, the balanceshef &ccounts below as of December 31, 2006, are as
follow:

Term Time Receivables Loans Other payables

Deposits and (1) (2

Money Market
Funds

With no explicit due date 30,832 0 0 241,079

With due date
Past due:

Up to three months 0

From three to six months 0

From six to nine months 0

From nine to twelve months 0 4,417
0
0

o

ol

o))

o]
cleoNaoNe)
cleNaoNe)

Over one year
Total past due

'—\

o
%

w

o

=
oo
oo

To become due:

Up to three months 1,360 226,280 2,029 376,067
From three to six months 0 805 0 15,450
From six to nine months 0 805 0 8,751
From nine to twelve months 0 805 0 7,390
Over one year _0 288,737 1,095,490 51,537
Total to become due 1,360 517,432 1,097,519 459,195
Total with due date 1,360 623,736 1,097,519 459,195
Total 32,192 623,736 1,097,519 700,274

(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¥@werage; only 3.36% of the debt accrues intatest
a floating rate whereas the remaining accruesestet a fixed rate.

EFFECTS OF THE DEVALUATION OF THE ARGENTINE PESO AN D OF OTHER CHANGES
TO THE ECONOMIC RULES

Since early December 2001, the Argentine GovernrAgittorities implemented a number of monetary
and exchange control measures that mainly inclugsttictions 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 Conveitiidiaw under which the peso had been pegged at par
with the dollar since March 1991. The new Law ferttempowered the Federal Executive Power to
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implement additional monetary, financial and foreigurrency exchange measures to overcome the
economic crisis in the medium term.

As a consequence of the changes implemented, faooedy 2002 to June 2006 there was an increase in
the domestic wholesale price index of 178.6%, inoetance 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:

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

c) the renegotiation of the concession agreement, evipsecess 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 aforementionedcpss has been extended by Law N° 25,972
until December 31, 2005, and subsequently untildb@mer 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 isseaAt estimates made by the Company’s Management
have contemplated such policies. The effects of adgitional measures to be implemented by the
Government and the regulations to be issued onumesipreviously adopted will be recognized in the

financial statements at the time the Company’s Man#&nt becomes aware of them.

SUBSEQUENT EVENTS

a) Ratification of the Adjustment Agreement:

On January 8, 2007, Decree No. 1957/06, which waeed by the President of Argentina on December
28, 2006, was published in tkdficial Gazette Pursuant to such Decree, the Federal Governratéfied

the Adjustment Agreement for the renegotiation e toncession agreement signed by the Company
(Note 23 b).

Additionally, on February 5, 2007 th@fficial Gazettepublished ENRE Resolution No. 51/2007 which
approves the Company’s new electricity rate scheethht will be effective for electricity consumptio
beginning from February 1, 2007. This document jates for the following:

i) A 23% average increase in the Company’s distigm costs, service connection costs and service
reconnection costs in effect which the Companyectdl as the holder of the concession of the
public service of electric power distribution, egtéor the residential tariffs;

i) Implementation of an additional 5% averager@ase in the Company’s distribution costs, to be
applied to the execution of the works and infragtite plan detailed in Appendix Il of the
Adjustment Agreement;

iii) Implementation of the Cost Monitoring Mechams(MMC) contemplated in Appendix | of the
Adjustment Agreement, which for the six-month pdrizeginning November 1, 2005 and ended
April 30, 2006, was 8.032%. This percentage shalladpplied to non-residential consumption
recorded from May 1, 2006 to January 31, 2007;

iv) Invoicing in 55 equal and consecutive monthhgtallments of the differences arising from the
implementation of the new electricity rate schedolenon-residential consumption recorded from
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November 1, 2005 to January 31, 2007 (paragraphad)ii) above) and from May 1, 2006 and
January 31, 2007 (paragraph iii) above);

v) Invoicing of the differences corresponding toidéons between foreseen physical transactions and
those effectively carried out and of other conceptated to the Wholesale Electric Power Market
(MEM), such as the Canon payable for the expansfotihe network, Transportation and Others,
included in Trade Receivables under Receivablen Bales of electricity as Unbilled (Note 4).

vi) Presentation, within a period of 45 calendaysdfriom the issuance of this resolution, of an sigjd
annual investment plan in physical and monetaryeslin compliance with the requirements of the
Adjustment Agreement.

b) Municipal bonds:
On January 4, 2007 the Company sold the Municipatb held in its portfolio for a value of 5,947. As

of December 31, 2006 the amount recorded for soad$was 5,918. (Note 3 e).

FINANCIAL STATEMENTS TRANSLATION INTO ENGLISH LANGU  AGE

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

Accordingly, it must be taken into consideratioattthese financial statements are not intendedesept
the position of the Company, or the results ofojperations, changes in shareholders’ equity and cas
flows in conformity with accounting principles dfe countries of users of the financial statemetttsro
than Argentina.

The translation into English of these financialtesi@ents has been made solely for the convenience of
English speaking-readers.
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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 DECEMBER 31, 2006 AND 2005

EXHIBIT A
PROPERTY, PLANT AND EQUIPMENT
stated in thousands of pesos)
Original value Depreciation Net Net
MAIN ACCOUNT At beginning Additions Retirements Transfers Atend At beginning Retirements For the Annual Atend book value book value
of year of year of year year rate of year 2006 2005
FACILITIES IN SERVICE
Bubstations 836,488 0 0 13,352 849,840 258,464 D 25,6343 - 4% 284,103 565,737 578,019
High voltage networks 334,438 0 0 8,669 343,107 112,233 D 10,621 3 - 4% 122,853 220,254 222,206
Medium voltage networks 729,954 0 (361) 19,063 748,656 251,714 (105) 23,748 3-4% 275,357 473,299 478,240
Low voltage networks 1,592,898 0 (915) 36,196 | 1,628,179 814,680 (539) 64,061 | 4-5% 878,202 749,977 778,218
Transformation chambers and platforms 430,609 0 (22) 30,204 460,791 160,060 4) 15,278 | 3-4% 175,334 285,457 270,549
Meters 503,66: 0 0 43,22t 546,88 188,70: 0 22,35t 4-5% 211,05 335,83( 314,96(
Property 75,026 0 1,189 76,215 18,501 1,454 2 - 3% 19,955 56,260 56,525
Communications network and facilities 83,631 0 0 0 83,63 44,07¢ 0 4,19¢ 4-5% 48,27 35,36¢ 39,55¢
Total facilities in service 4,586,712 0 (1,298) 151,898 | 4,737,312 1,848,436 (648) | 167,346 2,015,134 2,722,178 2,738,27
FURNITURE, TOOLS AND EQUIPMENT
Furniture, equipment and software projects 157,01! 4,89¢ 0 0 161,91: 141,89¢ 0 9,13t [12-13% 151,03: 10,88: 15,117
Tools and other 44,391 531 0 0 44,922 39,211 q 2,00210 - 11% 41,213 3,709 5,180
Transportation equipment 15,412 386 (732) 0 15,066 13,609 (732) 499 20% 13,376 1,690 1,803
Total furniture, tools and equipment 216,81t 5,81¢ (732) 0 221,90: 194,714 (732) 11,63¢ 205,62( 16,28: 22,100
Total assets subject to depreciation 4,803,530 5,815 (2,030) 151,898| 4,959,213 2,043,15% (1,380)] 178,980 2,220,754 2,738,459 2,760,3][6
CONSTRUCTION IN PROCESS
Transmission 50,347 85,94« 0 (22,021) 114,27 0 0 0 - 0 114,27 50,347
Distribution and other 78,547 124,023 (129,877) 72,693 0 0] 0l - q 72,69 78,541
Total construction in process 128,894 209,967] (151,898)| 186,963 0 0 0 q 186,96 128,841
Total 2006 4,932,424 215,787 (2,030) 0| 5,146,176 2,043,154 (1,380)] 178,980 2,220,754 2,925,42p - ||
Total 2005 4,810,822 124,487 (2,880) 0| 4,932,424 1,866,697 (1,986)] 178,443 2,043,154 - 2,889,27“)
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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 DECEMBER 31, 2006 AND 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 Numbe Adjusted Value or] Net Main Date Capital Income Equity in capital Net
of securities value cost equity book value activity fothe year stock book value
method 12/31/06 12/31/05
NON-CURRENT
INVESTMENTS
Art. 33 Law No. 19,550
-Companies-
Related Company:
SACME S.A. common $1 6,000 15 378 378 Electric 12/31/20p6 P8 0 754 5 364
non-endorsable power
services
Total 378 368
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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENOR S.A)) |

(English translation of the financial statements aiginally issued in Spanish - Note 3:
FINANCIAL STATEMENTS AS OF DECEMBER 31, 2006 AND 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) 1,360 218,05
. in local currency 0 60,17

Money market funds
. in local currency 30,832 18,24

Total 32,192 296,480
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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 3!

FINANCIAL STATEMENTS AS OF DECEMBER 31, 2006 AND 2005

EXHIBIT E
ALLOWANCES AND ACCRUALS
(stated in thousands of pesos)
2006 2005
MAIN At Additions Retirements At At
ACCOUNT beginning end end
of year of year of year
Deducted from current assets
For doubtful accounts 20,228 10,894 (5,50p) 25,643 20,2p8
For other doubtful accounts 1,6p5 695 0 2,800 1605
For impairment of value of Municipal bonds 6,008 146 (651 5,919 0]
Deducted from non-current assets
For impairment of value of Municipal bonds 0 0 0 0 6,008
For impairment of value of net deferred
tax assets 312,187 q (279,926) 32,261 312,1B7
Included in current liabilities
Accrued litigation 18,332 13,401 (5,818) 25,914 18,33
Included in non-current liabilities
Accrued litigation 38,651 1,954 40,6dp 38,61
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I 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 DECEMBER 31, 2006 AND 2005

EXHIBIT G
FOREIGN CURRENCY DENOMINATED ASSETS AND LIABILITIES
2006 2005
Foreign currency Exchangd Booked Foreign currency Boole®
Account type and rate amount in type and amount in
amount (2) thousands amount (2) thousands
(1) of pesos - of pesos
Current Assets
Cash and banks Uss$ 61,95 3.022 18y Uss$ 78,988 B6
ECU 31,289 3.9860 126 ECU 31,266 1
Investments
Time deposits Us$ 450,184 3.022 1,36p uUss 72,880,422 218|p59
Other receivables
Prepaid expenses Uss$ 33,450 3.022 01 Uss$ 31,450 2| 11
Related companies US$ 2,901,129 3.032 8lf767
Other Us$ 249,631 3.022 7 USs$ 304,334 Y11
ECU 1,756 q
Total Current Assets 11,294 219,43
Total Assets 11,294 219,43
Current Liabilities
Trade accounts payable Uss$ 5,050,196  3.0¢2 19464S$ U 3,553,999 10,774
ECU 199,774 4.0391 8qy ECU 374,5p7 1,344
Financial loans Us$ 662,494 3.062 2,03p uUss 534,342,395 1,620,124
Other liabilities
Technical assistance - Operator's compensatio Uss$ 1,458,337 3.062 4,4mi Uss$ 666,468 2,021
Fees related to the initial public offeringaafpital § US$ 1,229,161 3.062 3,7
Fees related to debt restructuring US$ 2,383]783.062 7,299
Other Us$ 738,33 3.062 2,241 uUss 776,465 2,855
ECU 42,986 4.039 174 ECU 185,992 qp7
Total Current Liabilities 36,263 1,637,28p
Non-Current Liabilities
Loans notes US$ 376,429,651 3.062 1,152,6[p8
Total Non-Current Liabilities 1,152,624 0
Total Liabilities 1,188,891 1,637,289

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

(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 aginally issued in Spanish - Note 3.

INFORMATION REQUIRED BY SECTION 64 CLAUSE b) OF LAW No. 19,550

EXHIBIT H
FOR THE YEARS ENDED DECEMBER 31, 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 96,820 311622 20,46 148,909 117,73
Postage and telephone 1,942 1,274 6,619 9,838 8,440
Bank commissions 0 0 6,663 6,66 6,0
Allowance for doubtful accounts 0 0 11,590 11,59 18,041
Supplies 20,109 1,624 878 22,6(&3 18,785
Work by third parties 53,810 4,921 25,10p 83,8410 65,419
Rent and insurance 1,179 2,569 43 4,179 5,319
Security service 3,450 441 164 4,0 E 3,810
Fees 1,008 3,814 10 4,93p 5,268
Computer services 47 8,084 2,011 10,14p 8,448
Advertising 0 9,975 o 9,97 4,0
Reimbursements to personnel 4,978 1,p97 1/070 1,145 410(f,
Temporary personnel 287 159 1,491 1,9 1,644
Depreciation of property, plant and equipment 139 5,568 2,173 178,9 178,443
Technical assistance - Operator's compensatipn 1.128 0 0 7,12 26,91
Directors and Supervisory Committee membe 0 0 0 534
Tax on financial transactions 0 19,159 [0 19,15 17,098
Taxes and charges 0 1,170 9,087 10,29p 10,112
Other 121 1,819 7( 2,01 1,624
Total 2006 362,11 93,299 87,980 543,847 -
Total 2005 346,132 72,874 85,967 - 504,973
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EMPRESA DISTRIBUIDORA Y COMERCIALIZADORA NORTE S.A. (EDENOR S.A))

Azopardo 1025 - Capital Federal

INFORMATIVE SUMMARY
FOR THE YEARS ENDED

DECEMBER 31, 2006, 2005, 2004, 2003 AND 2002

1. General Comments
(Not covered by the Independent Auditors’ Report)

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

During the year ended December 31, 2006, the Coynmorded a net income of 293,066 , due to a) the
gain on extinguishment of former debt and its edlataluation at the net discounted value of futtargh
flows ( 236,381 ) and b) the reversal of the alloeea for impairment of value of deferred tax asgets
167,182 ). As of the end of the year, the Compaslgaeholders’ equity amounts to 1,670,350 .

Net operating income amounted to 35,906 , as oppimsthe 438 loss for the previous year. The pasiti
result is due to the increase recorded in the graagin (increase in electricity demand and deerdéas
penalties applied by the Regulatory Authority), tigélyy offset by the increase recorded in operating
costs.

The demand for electricity in the concession aegamded an accumulated increase of 6.1% as compared
to the 2005iscal year

The investment in property, plant and equipmergléot 215,782. 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 of th
creditors and a forgiveness of principal, inteex penalties of approximately $185.2 million, eqlént
to US$ 60 million.
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2. Comparative balance sheet structure

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

ACCOUNTS 12.31.2006 12.31.2005 12.31.2004 12.31.2003 312002
Current Assets 347,467 575,565 500,818 423,018 315,782
Non-Current Assets 3,187,196 3,000,885 3,003,803 3,055,075 3,124,974
Total Assets 3,534,663 3,576,450 3,504,621 3,478,093 3,440,756
Current Liabilities 435,601 2,121,341 1,906,628 1,508,4 1,214,393
Non-Current Liabilities 1,428,712 77,825 71,108 355,846 820,191
Total Liabilities 1,864,313 2,199,166 1,977,736 1,861,269 2,034,584
Shareholders’ Equity 1,670,350 1,377,284 1,526,885 1,616,824 1,406,172

Total Liabilities and
Shareholders’ Equity 3,634,663 3,576,450 3,504,621 3,478,093 3,440,756

3. Comparative income structure

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

ACCOUNTS 12.31.2006 12.31.2005 12.31.2004  12.31.2003 312002
Net operating income (loss) 35,906 (438) 39,307 67,654 129,401
Financial income (expenses)
and holding gains (losses) 112,922 (148,511) (110,685) 157,255 (677,604)
Other income (expense), net (22,944) (652) (18,561) (14,257) (34,475)
Income (Loss) before taxes 125,884 (149,601) (89,939) 210,652 (582,678)
Income tax 167,182 0 0 0 _0

Net Income (Loss) for the

Year 293,066 (149,601) (89,939) 210,652 (582,678)
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4. Statistical data (in units of power)
(Not covered by the Report of Independent RegidtBrgblic Accounting Firm)

CONCEPT UNIT 12.31.2006 12.31.2005 12.31.2004 12.31.2003 12.31.2002
Sales of electricity1) GWh 16,632 15,677 14,752 13,811 13,034
Electricity purchaseg) GWh 18,700 17,623 16,673 15,811 14,865

(1) The related amounts include toll fees.

5. Ratios
RATIOS 12.31.2006 12.31.2005 12.31.2004 12.31.2003 12312
Current Current assets 0.80 0.27 0.26 0.28 0.26
Current liabilities
Solvency Shareholders’ Equity 0.90 0.63 0.77 0.87 0.69
Total liabilities
Fixed assets Non-current assets 0.90 0.84 0.86 0.88 0.91
Total assets
Income (loss) Income (Loss)
before taxes before taxes 9.14% (9.80%) (5.56%) 14.98% (29.30%)

Shareholders’ Equity
excluding income (loss)
for theyear
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6. Outlook
(Not covered by the Independent Auditors’ Report)

During the fiscal year 2006, the Argentine econaosgtinued increasing at a high rate, to such aangxt
that some activities show signals of having readhedeak of installed capacity.

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

As regards inflation, the government continues nawimg 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 normalizatié

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

With regard to the Adjustment Agreement, it waiet by the Federal Government through Decree No.
1957/06 which was published in tHficial Gazetteon January 8, 2007. This will allow for an increas
in the Company’s revenues, which will improve then@pany’s operating indicators.

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, February 21, 2007

ALEJANDRO MACFARLANE
Chairman
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INDEPENDENT AUDITORS” REPORT

To the Board of Directors of

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

Azopardo 1025

City of Buenos Aires

1. Identification of the financial statements subjetto the examination

We have audited the accompanying financial statsmei EMPRESA DISTRIBUIDORA Y
COMERCIALIZADORA NORTE SOCIEDAD ANONIMA (EDENOR S.A .) (the “Company”),
which comprise the balance sheet as of DecembeR@®I5, and the statements of income, changes in
shareholders” equity and cash flows for the yeam #inded, with their notes 1 to 33 (note 2 ands@ridee a
summary of significant accounting policies) and@emental Exhibits A, C, D, E, G and H, thereto.

The financial statements and the supplementalrimiton referred to above are presented for coniparat
purposes with the financial statements and thelsogmtal information for the year ended December 31
2005.

The Company's Board of Directors and Managementrasponsible for the preparation and fair
presentation of these financial statements in agoare with accounting principles generally accejed
Argentina, as approved by the Professional CowfciEtconomic Sciences of the City of Buenos Aires.
This responsibility includes (i) designing, implemieg and maintaining internal control relevantthe
preparation and fair presentation of financialestants that are free from material misstatemengiver
due to errors or omissions or to irregularitied; gelecting and applying appropriate accountinlicfes,
and (iii) making accounting estimates that are arable in the circumstances. Our responsibilitjois
express an opinion on these financial statemergsdban our audit carried out pursuant to the sodpe
work outlined in section 2 of this report.

2. Scope of the examination

We conducted our audit in accordance with audittgndards generally accepted in Argentina, as
adopted by the Professional Council in Economiess of the City of Buenos Aires. Those standards
require that we plan and perform the audit to abtaasonable assurance whether the financial statsm
are free from material misstatement.

An audit involves performing procedures, substélgtian a test basis, to obtain audit evidence albloeit
amounts and disclosures in the financial statemdrite procedures selected depend on the auditor’s
judgment, including the assessment of the risksnaferial misstatement of the financial statements,
whether due to errors or omissions or to irregtikmi In making those risk assessments, the auditor
considers internal control relevant to the entitpi®eparation and fair presentation of the financial
statements, in order to design audit proceduresattgaappropriate in the circumstances, but nother
purpose of expressing an opinion on the effectisere the Company’s internal control. An audit also
includes evaluating the appropriateness of accogmolicies used and the reasonableness of acogunti
estimates made by the Company's Board of DireetodsManagement, as well as evaluating the overall
presentation of the financial statements. We belibat the audit evidence we have obtained iscseiffi

and appropriate to provide a basis for our auditiop.

3. Explanations prior to our opinion

a) As described in Note 32 a), fQJanuary 8, 2007, Decree No. 1957/06, which wasesl by the
President of Argentina on December 28, 2006, wddighed in the Official Gazette. Pursuant
to such Decree, the Federal Government ratifiedApistment Agreement for the renegotiation
of the concession agreement signed by the Compéotg 3 b). Additionally, on February 5,
2007 the Official Gazette published ENRE Resolutidm 51/2007 which approves the
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Company’'s new electricity rate schedule that will bffective for electricity consumption
beginning as from February 1, 2007".

b) Our auditors” report related to the Company’s 2fd@&ncial statements was issued on March 7,
2006. Our opinion was subject to the resolutiorertain uncertainties which have been solved
at the date of this report with the completion leé restructuring of the financial debt, as it is
described in Note 14 and the ratification of thgustiment Agreement, as it is described in Note
32 a).

4. Opinion

In our opinion, the financial statements referrednt section 1 present fairly, in all material resys, the
financial position of EDENOR S.A. as of Decembey 3006, and of the results of its operations, ckang
in its stockholders’ equity and its cash flows fbe year then ended, in accordance with accounting
principles generally accepted in Argentina, as apgd by the Professional Council in Economic
Sciences of the City of Buenos Aires.

Our qualified auditors report on the financial staénts for the year ended December 31, 2005, whose
figures are presented for comparative purposesraiate to those included in the financial statement
corresponding to such fiscal year, after givingeefffto the reclassification described in note 3mds
issued on March 7, 2006, subject to the resolutiboertain uncertainties described in such report i
section Explanations prior to our opinion, whichvéagbeen solved at the date of this report with the
completion of the restructuring of the financiabteas it is described in Note 14 and the ratiforaif

the Adjustment Agreement, as it is described ineNs#t a).

5. Information required by regulations in force
(for the fiscal year ended on December 31, 2006)

a) The data of the financial statements describeceatian 1 of this report agree with the Company’s
accounting ledgers, which have been kept in itsnfdraspects in accordance with legal current
regulations.

b) The financial statements mentioned in section thisf report are disclosed in accordance with the
regulations of Law 19,550 and General Resolutiod/@3 of the Comision Nacional de Valores
(National Securities Commission).

c) We have no comments to make related to the vetiicaf the security and integrity conditions of
the recording accounting system of Edenor S.A.ctwhvere approved by the General Inspection of
Justice (previous to the entrance of the Companlyamffering public regime).

d) As part of our work, with the scope described intisa 2, we have reviewed the supplementary
information to the notes to the financial staterseamd the informative summary prepared by the
Board of Directors as requested by the Buenos Astesk Exchange and the National Securities
Commission, upon which and to the extent of thetenstunder our responsibility we have no
observation to raise.

e) As per the Company’s accounting records, the adcliabilities as of December 31, 2006 with the
National Pension System amounted to pesos 3.8831@88 of which is past due.

f)  In compliance with General Resolution N° 368/0%haf National Securities Commission we inform
that during the fiscal year ended December 2006:

i.  the ratio between the total of auditing professiaavices rendered by the external auditor for
the issuance of the auditors report on the Comgafigancial statements and other special
reports and certifications related to accountindimancial information billed to the Company
and the total billing to the Company for all contsgpncluding those auditing services amounts
to 98,55%,
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ii. the ratio between the total of such auditing preifasal services billed to the Company and the
total of the abovementioned auditing services thile the Company, its parent and affiliated
Companies amounts to 95,40%, and

iii. the ratio between the total of such auditing preifasal services billed to the Company and the
total billing to the Company, its parent and aditéd Companies for all concepts amounts to
94%.

6. Financial statement translation into English langage

As it is explained in Note 33 These financial statements are presented in coiitfprwith generally
accepted accounting principles in Argentina. THecatfof the differences between accounting priesipl
generally accepted in Argentina and the accounfimigiciples generally accepted in the countries in
which the accompanying financial statements afeetaised has not been quantified.

Accordingly, it must be taken into consideratiomttithese financial statements are not intended to
present the position of the Company, or the resflits operations, changes in shareholders’ eqaitd
cash flows in conformity with accounting principlesthe countries of users of the financial statetse
other than Argentina.

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

City of Buenos Aires, February 21, 2007.

DELOITTE & Co. S.R.L.

Daniel H. Recanatini
(Partner)



