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Recent events and in course

In the energy sector

GSF
Generation Scaling Factor

Tariff Flags 3.0
18% of red flag reduction

Third Tariff Reset Cycle
Squeeze Discos’ EBITDA margin

MP 579 / Law # 12,783
18% of tariff reduction encouraged
consumption

Fourth Tariff Reset Cycle
Financial sustainability

Hydrological challenges
Discos’ cash flow mismatch

Extraordinary tariff review
23.4% average increase

Government funding

mechanism
CDE and CCEE Loan

Tariff Flags 2.0
83% Red Flag increase

Tariff Flags
Assist with cash flow
mismatch

€9 AES Tieta




Regulatory - GSF agreement

Different understandings of the rules

ACL Alternative ANEEL Board Approval Proposed Law

Considers the reimbursement of the total exposure (RS Considers the total reimbursement of GSF (RS

. 40.25/MWh), discounted by the risk premium related to 40.25/MWHh) discounted by the risk premium of
2015 Reimbursement the purchase of the total existing reserve energy RS 10.45/MWh (5% of existing reserve eneray)

(R523/MWh), resulting in RS 17.25/MWh and secondary energy, resulting in RS 29.8/MWh

Purchase period 2016-2019 2016-2018

Variation from RS$2/MWh to R$23/MWh (Assumption RS 10.50/MWh (Assumption the cost of Reserve
Risk premium the cost of Reserve Energy equivalentto 1% to 11% of Energy equivalent to 5% of the Physical

the Physical Guarantee) Guarantee)

Purchase from 2020 on

Reimbursement (through concession extension) will be
equivalent to the net result between the settlement in
the spot market and The Reserve Energy cost

Purchase from 2019 on
Total reimbursement of the Reserve Energy cost
through concession extension

New reserve energy

€9 AES Tiete



Free Market

Dynamic and competitive market

Price formation methodology

*Spot price
(hidrology and reservoirs)

*Marginal Expansion Cost
* Regulated Market price ‘

€9 AES Tieta




Critical hydrological scenario over the last 2 years

Historical Level of Brazilian Reservoirs (%)

Max (%)
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0 23 23 22
0 20

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Historical data since 2001 2001 =—2012 2013 —=-2014 —2015
Average Annual Inflow:
2001 2012 2013 2014 2015’

1 - Data base: Jan-Oct/15 (as of Oct 30t)
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Historical SIN Inflow (GWavg)
GWavg
120
100
80
6

o

4

o

2

o

JFMAMJ JASONDJFMAMJ JASONDJFMAMJ JASONDJFMAMJ JASO
2012 2013 2014 2015

o

Inflows lower than historical levels over the last 3 years




Economic slowdown and high tariffs are driving load reduction

Brazilian System Load (GWAvg)

mm Projected System Surplus
mm Current Load Forecast
—Current Total Supply

2015 2016 2017 2018 2019

(‘ AES Tieté Source: ONS (PEN 2015)




Marginal cost of expansion and long term regulated tariff

Marginal Cost of Expansion by source (RS/MWh)

MCE EPE for 2016: RS 174 / MWh

289
237
188 192
] i I I I

Hydro Wind Small Hydro Biomass Natural gas Photovoltaic

€9 AES Tiete Source: EPE




Free Market

Dynamic and competitive market

Avg energy price for 2016 (R$S/MWh)

Price Expectation
Year

2015 170 Sep/15 200 250 1H15 290

€ AES Tiete



Commercialization strategy-

Consistent evolution of client portfolio

Client portfolio' (MWavg)

Average grlce
RS/MWh

1,071

I :

2015 2016 2017 2018 2019

B Energy available for sale? Own energy already sold I AES Eletropaulo PPA

2020

(‘AES TlEté 1 - Includes energy contracts firmed until september 30t; 2 - Excludes losses and internal consumption; 3 - Average price (based on September/15)




Tight hydrology and lower system storage
capacity requires more flexible generation

Storage capacity (months)

2001 2005 2009 2015 2019 2021

B Actual B Projection

Current contracted energy is based on renewable (mainly Wind) and run-of-river hydro projects,
which has reduced the energy storage capacity over the recent years.

. ~ S : ONS and AES
COAES Tiete ource: ONS an 0




AES Brasil growth perspectives

Natural Gas Power Plants

1.5GW of dispatchable source

2 natural gas e Peak generation: e Assessing M&A
combined cycle short-term dispatch opportunities
power plants ready solution

to go to energy

auctions

Renewable Energy

Solar and Wind

180 MW solar project: in e 150 MW solar e Assessing M&A
Sao Paulo and Minas Gerais project: under opportunities
State (close to HPP AGV"). development

To participate in 2016
energy auctions

1 - Agua Vermelha Hydropower plant, an existing AES Tieté hydro power plant on the border of the states of Minas Gerais and Sao Paulo m

€9 AES Tiete



