PROJECT ABSTRACT

Project number: VE-L1004

Project name: Electricidad de Caracas Investment Program
Country: Venezuda

Total project cost: Approximatey US$462 million
Department: Private Sector Department

Status: Eligible for Bank’ s finadng

Estimated approval date: June 2004

Project Description

The Project comprises the capital expenditures of C.A. La Electricidad de Caracas (“EDC” or the
“Company”), a private utility in Venezudla, programmed for the 2004-2007 period. The capital
expenditures comprise the expanson, renewd and improvement of EDC's dectricity transmission and
distribution networksto increasetheir reliability, availability, cgpacity, and safety. The project to be funded
by the Bank comprises only capitd expenditures relaed to tranamisson and digtribution works (the
“Investment Program”) which amount up to US$424 miillion during 2004-07 and other digible costs
(US$38 million) for atotal of up to US$462 million (the “ Project”). In addition to the capital expenditures
that congtitute the Project to be financed by the Bank, the Company has programmed to undertake other
capita expenditures related to upgrading and rehabilitation of existing power generation assets. A brief
description of the capital expenditures of the Project is asfollows:

Expanson and Rehahilitation of Electricity Didribution Network: comprises: (a) the expansion of the
eectricity digtribution network; (b) theingtalation of new circuits; (€) the connection of additiond users; (d)
theinvesmentsrequired for improving the quality of dectricity services; and (e) the substitution of outdated
componentswith cost-efficient and higher- performing equipment, induding theingdlation of efficient circuits
to minimize digtribution losses.

Expanson _and Rehabilitation of Electricity Transmisson Network: comprises the inddlation and
rehabilitation of transmission lines and the rehabilitation of power subgtations.

Project activitieswill take place acrossthe areas of EDC operations, primarily located in the metropolitan
Caracas and surrounding aress.

EDC is a Venezudan dffiliate of U.S.-based AES Corporation (“AES’). Originally established in 1895,
EDC isthe largest private dectricity distribution company in the Country. During 2002, the Company’s
distribution areacovered 5,476-square kilometers (“km”) and served 1.2 million customersin theCaracas
Metro Area and its surrounding municipdities.

Funding for the Project will be provided by aUS$75 million A-Loan and aUS$25 million B-Loan with the
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remaining amount financed by operationa cash flow and other dekt.
Project Benefits

The Project will support the development of private provision of infrastructure services. Assuch, the Project
will contribute to developing private sector involvement in the provison of public servicesin an economy
dominated by the public sector.

The Project will aso contribute to improve the efficiency and reliability of the dectricity sector enabling
EDC to increase its service coverage and improve the quality of servicesto find consumers.

I DB Participation

The Project iscong stent with the Bank’ sobjectivesfor Venezuela, as outlined in the Country Paper, which
emphasizesincreased private sector participation in the provison of public services.

The participation of the Bank isnecessary to structure termsand conditionsfor the Project compatible with
the required amounts and duration period of the Investment Program, which requireslong-term financing to
be viable. Such tenors are longer than what the market is willing to provide, particularly under current
circumstances. Assuch, the participation of the Bank would enable EDC to obtain financing at tenorsmore
conggtent with the long-term nature of the investments.



