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Rating Action: Moody’s upgrades Rede’s bond rating to Caa3; Outlook remains negative

Global Credit Research - 23 Jul 2010
Approximately USD 497 million of debt instruments affected

Sao Paulo, July 23, 2010 -- Moody's upgraded Rede Energia S.A's (Rede) USD 497 million perpetual bonds to Caa3 from Ca at the same time
that it affirmed Rede’s corporate family rating at Caa1. Moody's also affirmed the B3 issuer ratings on Rede's operating subsidiaries and
maintained the negative outlook for all ratings within the Rede group.

The rating upgrade to Caa3 from Ca on the perpetual bonds follows the recent announcement by Rede's management that Empresa de Energia
Vale do Paranapanema (EEVP), a major shareholder, will capitalize Rede by BRL 600 million expected to occur within the next two months. This
partial recapitalization follows the successful issuance of 5-year BRL 370 million debentures in December whose proceeds were used to
refinance the BRL 320 million of short-term borrowed in mid-2009 to support the company's tender offer for its USD 575 million perpetual bonds
and the redemption of more expensive short-term debt which provide some additional financial flexibility.

FIFGTS, an investment fund managed by the Brazilian Federal Bank Caixa Econémica Federal (Caixa), signed an agreement to acquire around
35% of EEVP's total capital for BRL 600 million. These resources will not be used to reduce Rede’s debt but will rather be transferred to two of
Rede’s major operating subsidiaries, Centrais Eletricas do Para S.A. (Celpa) and Empresa Energetica do Mato Grosso do Sul (Enersul).

CELPAIis expected to receive around BRL 530 million to help the company meet its aggressive capital expenditures program estimated to cost
over BRL 1 billion over the next few years. The goals of the investment program are to reduce energy losses from the current 29% to around
24%, meet the regulator’s parameters for service quality, and also to expand the distribution infrastructure in the face of growing demand in the
state of Para. The remaining BRL 70 million will be used to capitalize Enersul.

While the BRL 600 million capitalization will not have an immediate impact on Rede’s liquidity position, Moody’s believes this move could be an
important step toward Rede’s financial turnaround insofar as it provides its operating subsidiaries with a better debt profile and stronger capital
structure. Should Rede’s management successfully streamline CELPA’s cost structure and increase productivity as planned, CELPA will
undoubtedly post higher cash generation and, as result, resume the distribution of dividends in the medium-term horizon.

The negative outlook derives from Moody's view that up-streamed dividends from the operating subsidiaries will not suffice for Rede to
completely fuffill its debt service obligations, which will lead to further refinancing and eventually more debt at the holding company level.

Most of Rede’s operating subsidiaries face cash flow constraints either because of sizeable debt or high capital expenditures, which prevents
these companies from increasing the distribution of dividends to a level more compatible with the cash needs of their holding company parent.
As stated in previous reports, Moody’s deems the level of debt at the holding company unsustainable and believes that some kind of additional
equity arrangement will be necessary in the short-term. Management appears to be aware of this. Moody’s will review any new corporate
structure stemming from management’s possible revised financial strategy and will evaluate its impact on the company’s financial condition.

Ratings with negative outlook include:

Caa1/ Caa1l.br Corporate Family Ratings for Rede Energia S.A. (Rede)

Caa3 Senior Unsecured rating for Rede's USD 497 million perpetual bonds

B3/ B1.br Issuer Ratings for Centrais Elétricas do Para S.A. (CELPA)

B3/ B1.br Issuer Ratings for Centrais Elétricas Mato-grossenses S.A. (CEMAT)
B3/ B1.br Issuer Ratings for Comp. de Ener. Eletr. do Est. do Tocantins (CELTINS)

The last rating action for Rede was on July 1, 2009 when Moody’s downgraded to Ca from Caa3 the senior unsecured USD 575 million
perpetual bonds. At the same time, Moody's confirmed Rede's Caa1 local currency corporate family rating and assigned a negative outlook. In
addition, Moody's confirmed the issuer ratings for Rede's operating companies, and changed their outlooks to negative as well.

The principal methodology used in rating Rede was the Regulated Electric and Gas Utilities Rating Methodology (August 2009), which can be
found at www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other methodologies and factors that
may have been considered in the process of rating this issuer can also be found in the Rating Methodologies sub-directory on Moody's website.

Rede Energia S.A. (Rede), headquartered in Sao Paulo, Brazil, is a holding company with interests in electricity distribution and generation.
Through majority-owned subsidiaries Companhia de Energia Eletrica do Estado do Tocantins - Celtins (Celtins), Centrais Eletricas
Matogrossenses S.A. - Cemat (Cemat), Centrais Eletricas do Para S.A. - Celpa (Celpa) and Empresa Energ. do Mato Grosso Sul -- Enersul
(Enersul), the group operates concessions to distribute electricity in the states of Tocantins, Mato Grosso, Para and Mato Grosso do Sul,
respectively. In addition, Rede operates small power distribution concessions in a number of municipalities in the states of Sdo Paulo, Minas
Gerais and Parana. Overall, the group serves approximately 4.2 million clients. In the last twelve months ended March 31, 2010, Rede reported
consolidated net revenues of BRL 5.2 billion (USD 2.8 billion) and distributed 18.4 TWh of electricity, which is equivalent to approximately 4.6% of
the electricity consumed in the country's national integrated system during this period.
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISKAS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from reliable sources; however,
MOODY'’S does not and cannot in every instance independently verify, audit or validate information received in the
rating process. Under no circumstances shall MOODY’S have any liability to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or otherwise) or other
circumstance or contingency within or outside the control of MOODY’S or any of its directors, officers, employees or
agents in connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or
incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in advance of
the possibility of such damages, resulting from the use of or inability to use, any such information. The ratings,
financial reporting analysis, projections, and other observations, if any, constituting part of the information contained
herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to
purchase, sell or hold any securities. Each user of the information contained herein must make its own study and
evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED,
AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S INANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."

Any publication into Australia of this document is by MOODY'’S affiliate, Moody’s Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access
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this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations
Act 2001.



