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CONTRIBUTION TO SUSTAINABILITY
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Environmental management

It covers corporate management of environmental policies
and strategic environment plans, environmental information
and the environmental performance of EDP Group
organisations.

Certification of its corporate environmental management
system has reinforced EDP’s commitment to include
environmental aspects in planning and decision-making
processes at all levels, such as the assessment, control and
minimisation of significant impacts arising from its activities.
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Identification of and response to accidents and emergencies
are included in emergency plans and procedures aimed at
the prevention and minimisation of related environmental
impacts. Drills are held to check that emergencies are
identified and dealt with correctly and to assess response
capacity.
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Total SO, and NO, Emissions in the EDP Group (ki)

2005 2006 2007 2008

Portugal (SO,) Spain (SO;)
Portugal (NO,) Spain (NO,)

Absolute SO, and NOx emissions fell to 33.99 kt and 33.26

kt respectively, which was below the EDP Group targets
(35.28 kt for SO, and 43.7 kt for NOx). This decrease mainly
re ects the results of the implementation of desulphurisation
systems and the reduction of nitrogen oxides at coal

power stations. The installation of desulphurisation was
successfully completed.

Environmental investments and costs

In 2008, EDP incurred environmental costs to the amount of
EUR 164 million to prevent, repair or minimise environmental
damage.

Environmental Costs in 2008

@ rortugal @ Spain

. Brazil



which is 3.6% of the EDP Group’s total investment.

New projects

Most electricity generation and distribution activities

are subject to increasingly stringent legal requirements.

Procedures for the assessment and minimisation of
significant environmental impacts are adopted for new
projects, even if they are not required to undergo an
environmental impact assessment.
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In Portugal work continued on increasing capacity at
Picote Il and Bemposta Il in Douro Internacional and at
Alqueva Il. The Ribeiradio and Foz Tua projects are in the
final environmental impact assessment phase and began
environmental impacts assessments for the Friddo and
Alvito projects, as well as the capacity boost at Venda
Nova lll.

In Brazil in 2008, EDP began work on the new Porto de
Pecém thermoelectric mineral coal power station (CE), with
360 MW installed capacity. This power station will be fitted
with highly efficient equipment to remove particles and
acidifying pollutants such as SO, and NOx. This project
arises from the need for Brazil to find a diversified response
for meeting growing demand in recent years.
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1. EDP Group

Net profit rose 20% in 2008, to EUR 1,092 million, fuelled by
capital gains worth EUR 482 million, mainly including: (1)
EUR 405 million resulting from the dilution of EDP’s stake in
EDP Renovaveis, (2) EUR 49 million gain booked on the sale
of stakes in Turbogds (40%) and Portugen (27%), (3) EUR 17
million gain booked on the disposal of a 1,5% minimum

interest in REN (first quarter of 2008); and (4) a EUR 4.8
million gain booked on the exercise of EDP’s put option over
the 40% owned in Edinfor (first quarter of 2008). On the other
hand, net profit was penalized by EUR 8 million loss resulting
from the asset swap between Enersul and shareholding
control of Lajeado hydro plant.
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Balance Sheet - EDP Group (oMUCT) e
Equity
Share capital 3,657 3,657
) Treasury stock and share premium 375 436
Property, plant and equipment, net 21,126 18,756
Intangible assets, net 5,842 5178 Reserves and retained earnings 1,241 1,264
Financial Investments, net 524 957 Consolidated net profit attributable to equity 1,092 907
Deferred tax asset 540 687 holders of the parent ’
Inventories 277 283 Minority Inferest 2182 ... 1015
Accounts receivable - frade, net 1759 1759 Total EQUtY e, 8,547 .....7.279
Accounts receivable - other, net 4,845 2,993 .
Liabilities
Financial assets held for sale 83 49 Medium/long-term debt
& borrowings
Cash and cash equivalents 74 865 Short-term debt & borrowings
Provisions

Hydrological correction account
Deferred tax liability

121



122

ANNUAL REPORT 2008
SUMMARY REPORT

Income Statement - EDP Group

Electricity sales 12,369.5 9,859.8  255%
Gas sales 1,226.9 920.4 33.3%
Other sales 136.5 790  727%
Services provided 161.2 1517 6.3%
Operating Revenues 13,894.1 1,010.8 26.2%
Electricity 6,627.3 47481 39.6%
Gas 823.2 585.2  40.7%
Fuel 14825 1,046.8 41.6%
Materials and other goods 63.9 771 A17.2%
Direct Activity Costs 8,996.9 6,457.3 39.3%
Gross Profit 4,897.2 4,553.5 7.5%
Gross profit/Revenues 35.2% 2.4% -6.1pp
Supplies and services 735.8 684.2 7.5%
Personnel costs 5737 577.0 -0.6%
Costs with social benefits 161.2 2894 -44.3%
Concession rents 2357 216.2 9.0%
Other operating costs (or revenues) 359 158.5 -77.3%
Operating costs o, 17422 19252 -9.5%

(continued)

EBITDA/Revenues

Provisions
Depreciation and amortisation
Comp.of subsidised assets' depreciation

EBIT
EBIT/Revenues

Gains/(losses) on sale of financial assets
Financial income/(expense)
Income/(losses) from group

and associated companies

Pre-tax profit

Income taxes
Discontinued operations

Profit for the period
Equity holders of EDP
Minority interests

3,154.9
22.7%

321
1,305.6
(113.6)

1,930.9
13.9%

4817
(942.7)

347

1,504.6

283.8
(8.4)

1,212.3
1,091.9

2,628.3
23.9%

421
1130.9
(105.0)

1,560.3
14.2%

262.6
(545.8)

23.7

1,300.8

280.8

1,019.9
907.3



Consolidated EBITDA grew

20

in 2008, to EUR 3,155 million, mainly driven by: (1) wind
operations on larger scale of operations, (2) distribution
business on higher revenues from regulated activities in
Spain and continuing efficiency improvements, (3) resilience
from Iberian generation and supply supported by low-risk,
stable profile of PPA/CMECs. Even so, EBITDA growth was
penalized by the lower amount of regulatory receivables
recovered during 2008 in Brazil.
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Consolidated capex rose

34y,

to EUR3,618 million in the period, essentially driven by an
increase of expansion capex, (which represented 78%
of total).

In line with strategy to reduce CO, emissions, EDP had
3,330 MW of new generation capacity under construction,
mainly through investments in “clean” generation by
December 2008.
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EBITDA - EDP Group

2,009.5
1,225.8
2141
4555
188.5

BURMIION o 2008 2007 A%
IBERIAN MARKET * 2,442.3

Generation and supply 1,207.9

Wind 437.9

Distribution 769.8

Gas 206.7
Brazil 562.3

(29.6)

586.5
(42.0)

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

The main growth driver of expansion capex was wind
power, with a 51% (EUR 702 million) increase in the period.

Capital expenditures along 2008 with

Capex - EDP Group

EURmillion 2008 2007 k4
Generation and supply Iberia 691.9 745.0 -7.1%
Wind 2,090.9 13886  50.6%
Regulated energy networks Iberia 360.8 3351 7.7%
Brazil 428.9 209.3 104.9%
Other 457 221  106.3%
EDPGIOUD. L o....38182 27002 340%
Expansion Capex 28386 19357  46.6%
Maintenance Capex 779.6 764.5 2.0%

(includes some late capex from 2007 projects and
capex invested at the end of construction of 1,413

MW). Investments in capacity under construction and
development reached EUR 701 million, of which EUR 238
million related to turbine deposits.



In CCGTs, Castejon 3 (EUR 196 million of total capex, EUR
4.2 million invested in 2008) and Soto 4 (EUR 223 million

of total capex, EUR 50 million invested in 2008), both in
Spain, started operations in January 2008 and September
2008, respectively. Also, construction works at Lares 1and
2 plants in Portugal (862MW, EUR 458 million of total capex)
proceeded, with 80% of total capex already incurred (EUR
188 million in 2008) and start up of operations scheduled
for July 2009 and September 2009. Also, the investment

in Soto 5 (424MW, due in 2011) totaled EUR 69 million in
2008. In hydro, expansion 2008 capex amounted to EUR
137 million including: (1) EUR 53 million upfront payment

for Foz Tua concession and (2) EUR 84 million capex
incurred on execution of Picote II, Bemposta I, Alqueva

Il (all repowerings) and Baixo Sabor (new plant). Also,
investments in new special regime capacity gained pace in
2008 with EUR 29 million spent in new cogeneration (24MW
in Barreiro, due in 2010) and biomass projects (40MW due

in 2009). In terms of maintenance capex it is noteworthy the
non-recurrent EUR 58 million invested in Sines Desox and
Denox new facilities in 2008.

edp
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In April 2008, EDP paid EUR 759 million for the extension of
the hydro concession of the 4,094MW hydro plants currently
under PPA/CMEC. EDP will operate these plants in the
market after the end of PPA/CMEC regime. Later in July, EDP
won the international tender for the concession of the new
Friddo and Alvito hydro plants in Portugal (450MW capacity)
which implied a payment, in January 2009, of EUR 232
million for the concession rights and will further involve EUR
666 million capex until 2016.

2. Debt and liquidity

At the end of 2008, the Group’s consolidated nominal debt
totaled EUR 14,661 million. Compared to 2007, the nominal
debt increased by 2,091 million euros, essentially due to

the Group's capex in the amount of 3,618 million euros, the

payment of EUR 759 million for the hydro domain extension
in Portugal and the tariff deviation created in Portugal during
2008 in the amount of EUR 1.063 million.

The net debt of the Group at the end of 2008 amounted

to EUR 13,890 million. Contributing for this, among others,
was cash and equivalents and financial assets at fair value
through profit or loss at EDP S.A. and EDP Finance B.V. (EUR
234 million), at the Brazilian subsidiaries (EUR 170 million)
and at EDP Renovaveis (EUR 265 million).

With respect to currency, the USD denominated debt was
contracted essentially to finance Horizon’s acquisition and
capex. The euro continues to be the main denomination
currency of the Group’s debt, representing 76,8%.



Debt by Currency

@ R

@ uso
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3. Rating

In July, following the
IPO of 22.5% of EDP Renovaveis,

S&P changed its medium/long term outlook for EDP, S.A. and
EDP Finance B.V. from negative to stable.

During 2008, Moody’s did not change the ratings attributed
to the Group, maintaining A2 for EDP S.A. and EDP Finance
B.V. and A3 for HC Energia, both with a negative outlook. In
February 2009, Fitch confirmed the rating of EDP S.A., EDP
Finance B.V. and HC Energia at A- with a stable outlook.
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