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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Consolidated Balance Shects
(In millions of colones)

As of Mach 31, 2016 and Deccmber 31, 2015

Assets

Property, machinery and equipment:
Operating assets, net
Construction work in progress
Materials in transit for investment
Inventory for investment
Total property, machinery and equipment, net

Long-term assets:
Long-term investments
Notes reccivable

Total long-term assets

Current assets:
Cash and cash equivalents
Temporary investments, net
Restricted funds
Accounts receivable, net
Notes receivable
Operating inventory, net
Prepaid expenses

Total current assets

Other assets:
Non-operating assets, net
Service agreements
Project design and execution
Technical service centers
Amortizable items, net
Intangible assets, net
Securities received as guaranty deposits
Valuation of financial instruments
Guarantee and Savings Fund (restricted fund)
Transfer to Guarantee and Savings Fund
Operating inventory
Total other assets

Total assets

(San José, Costa Rica)

¢

2016 2015

(Without audit) (Audit)
3,650,523 3,700,272
458,017 412,325
18,149 19,446
115,392 125,523
4,242,081 4,257,566
207,252 206,049
7,963 8,325
215,215 214,374
200,348 181,160
130,896 106,525
2,907 11,333
128,551 123,158
2,455 2,276
45,502 49,798
80,169 89,829
590,828 564,079
47,779 47,342
43416 35,608
94,302 92,965
1,621 131
3,821 4,019
62,079 65,846
6,482 7,292
3,188 2,901
213,285 214,567

1,556 -
32,047 30,584
509,576 501,255
5,557,700 5,537,274




INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES
(San José, Costa Rica)

Consolidated Balance Sheets
(In millions of colones)

As of Mach 31, 2016 and December 31, 2015

2016 2015
(Without audit) (Audit)
Liabilities and equity
Long-term liabilities:
Securities payable ¢ 1,106,035 1,105,467
Loans payable 794,747 797,217
Obligations derived from credit 153 153
Obligations for long-term finance leases 26,215 25,811
Security deposits 56,167 56,407
Accounts payable 8,873 7,398
Prepaid income 6,302 6,378
Provision for severance benefits 153,505 145,692
Total long-term liabilities 2,151,997 2,144,523
Short-term liabilities:
Securities payable 26,916 26,891
Loans payable 108,906 90,945
Obligations for short-term finance leases 756 735
Accounts payable 112,387 111,305
Accrued finance expenses payable 38,169 25,268
Prepaid income 20,101 16,759
Deposits from private individuals or companies 5,239 5,322
Provision for severance benefits 21,650 21,877
Accrued expenses for employer obligations 32,399 43,484
Total short-term liabilities 366,522 342,586
Other liabilities:
Valuation of financial instruments 13,832 15,130
Accounts payable 1,990 1,988
Legal provisions 11,050 11,071
Guarantee and Savings Fund (restricted fund) 213,285 214,567
Total other liabilities 240,157 242,756
Total liabilities 2,758,676 2,729,865
Equity:
Paid-in capital 156 156
Development reserve 1,591,706 1,596,476
Asset revaluation reserve 1,081,361 1,083,980
Profit or loss on valuation of financial instruments (2,900) (3,563)
Legal reserve 10,283 10,142
Project development reserve n 71
Forest development reserve 1,092 548
Restricted earnings from capitalization of stake in subsidiary 62,380 62,380
Retained earnings 57,031 52,255
Minority interest 4,784 4,964
Net loss (6,940) -
Total equity and minority Interest 2,799,024 2,807,409
Total liabllities and equity ¢ 5,557,700 5,537,274
Memoranda accounts ¢ 338,709 339,579
Preliminary Translation.
ntdl /1
Jesu elgado
Head of Corporate Finance




INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES
(San José, Costa Rica)

Consolidated Statement of Profit or Loss
(In millions of colones)

For the periods ended March 31, 2016 and 2015

2016 2015
(Without audit) (Without audit)
Operating income:
Electricity services ¢ 199,856 190,682
Telecom services 138,367 140,356
Supplemental services 73 675
Govemment services 4 23
Total operating income 338,300 331,736
Operating costs:
Operation and maintenance 55,303 53,715
Operation and maintenance of leased equipment 22,288 23,000
Depreciation of operating assets 68,530 71,403
Supplemental services and purchases 64,385 56,803
Production management 17,481 18,036
Technical service center 10,559 9,772
Total operating costs 238,546 232,729
Gross profit 99,754 99,007
Operating expenses:
Administrative 25,848 24,039
Marketing 52,035 56,321
Preinvestment studies 803 457
Preliminary studies 5,043 5,320
Other 487 1,205
Total operating expenses 84,216 87,342
Operating profit 15,538 11,665
Other income:
Finance income 7,067 9,421
Foreign exchange differences . 813 27,314
Other income 5,559 4,014
Total other income 13,439 40,749
Other expenses:
Interest 27,830 24,406
Commissions 1,085 2,388
Foreign exchange differences 5,840 3,642
Other expenses 1,168 2,223
Total other expenses 35,923 32,659
Profit (loss) before income tax and minority interest (6,946) 19,755
Tax and minority interest:
Income tax ( 1749 -
Minority interest 1.4% 180 67
Net loss ¢ (6,940) 19,822

Preliminary Translation.

Head of Cofporate Finance




Balance at December 31, 2015, previously reported

Net loss
Allocation to legal reserve
Effect of elimination for institutional services from previous periods
Effect of appropriation to and realization of forest development
Audit adjustments to be recorded
Realization of asset revaluation reserve
Income tax
Result of valuation of financial instruments:
Derivative financial instruments
Investments
Retirement of assets for the year
Appropriation to minoritary interest
Balance at March 31, 2016

Preliminary translation

INSTITUTO COSTARRICENSE DE ELECTRICIDAD AND SUBSIDIARIES
(San José, Costa Rica)

Consolidated Statement of Changes in Equity
(In millions of colones)

For the periods ended as of March 31, 2016 and December, 2015

Restricted
Result of earnings from
valuation of Project Forest capitalization of

Paid-in Asset revaluati i D P Legal development development stake in Retained Minority

capital reserve instruments reserve reserve reserve reserve subsidiaries earnings interest Profit net Equity, net
156 1,083,980 (3,563) 1,596,476 10,142 71 548 62,380 52,255 4,964 - 2,807,409
- - - - - - - - - - (6,940) (6,940)
- - - - 141 - - - - - - 141
- (501) - 3,178 - - - - 104 - - 2,780
- - - - - - 19 - - - - 19
- 318 - (7,948) - - 525 - 2,365 - - (4,741)
- (2.342) - - = - - - 2,342 - - -
- - - - - - - - (174) - - (174)
- - 32 - - - - - - - - 3m2

- 291 - - - - - - R - 291

- (133) - - - - - - © - - (134)
- 39 - - - - - - 141 (180) - -
156 1,081.361 (2.900) 1,591.706 10,283 71 1,092 62,380 57,031 _# 4,784 (6,940) 2,799.024

Jesus D¢}

Head of Co; inance




INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES
(San José, Costa Rica)

Consolidated Statement of Cash Flows
For the periods ended March 31, 2016 and December 31, 2015

(In millions of colones)
2015 2014
(Whitout audit) (Whitout audit)
Sources (uses) of cash:
Operating activities:
Deficit (Profit), net ¢ (6,940) 19,822
Adjustment:
Depreciation 74,632 83,958
Legal provisions 2,982 3,514
Bonus 5,394 5,715
School salary 4,244 4,616
Accumulated vacations 3,487 3,994
Contingent liabilities Provision 1,383 50
Allowance for doubtful accounts 1,170 1,027
Allowance for valuation of inventory 7 -
Asset retirement expense 745 920
Absorption of amortizable and intangible items 3,867 2,741
Foreign exchange differences 4,693 (22,790)
Valuation of financial instruments (922) (1,584)
101,682 82,161
Changes in:
Notes and accounts receivable 3,054 20,348
Operating inventory 9,195 (18,806)
Other assets 12,367 1,596
Accounts payable 2,559 23,166
Security deposits (240) 1,278
Other liabilities (24,691) (25,416)
Cash provided by operating activities 96,986 104,149
Investing activities:
Increase in long-term investments (1,203) (6,735)
Additions to property, machinery and equipment (57,675) (42,027)
Increase in other assets (6,365) (10,463)
Increase committed temporary investments (24,371) (21,802)
Net cash used in investing activities (89,614) (81,027)
Financing activities:
Increase in securities payable - 1,067
Amortization of securities payable (212) (195)
Increase in loans payable 36,388 25,904
Amortization of loans payable (25,285) (37,440)
Decrease in obligations derived from credit - )
Increase in finances leases 607 -
Amortization in finances leases (182) -
Net cash provided by financing activities 11,816 (10,666)
Increase in cash and cash equivalents 19,188 12,456
Cash and cash equivalents at beginning of the year 181,160 133,643
Cash and cash equivalents at end of the year ¢ 200,348 146,099
Preliminary translation,




INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Interim Consolidated Financial Statements
(In millions of colones)

March 31, 2016

Note 1. Reporting Entity

Instituto Costarricense de Electricidad (Costa Rican Electricity Institute) and Subsidiaries
(hereinafter “ICE Group”) is an autonomous Costa Rican entity organized under
Executive Order No. 449 of April 8, 1949 and Law No. 3226 of October 28, 1963.
The address of its registered office and main domicile is Sabana Norte, Distrito Mata
Redonda, San José, Costa Rica.

Its main activity consists of developing electric power-producing sources existing in the
country, as well as the supply of electricity, with the exclusive right to generate,
transmit, and distribute electricity in Costa Rica, except for a small number of
authorized private companies, municipal entities, and rural cooperatives. Also, ICE
Group holds a concession to develop and promote telecom services in Costa Rica
and, until 2010, had the exclusive right to operate and provide mobile telecom
services in the country. ICE Group offers a wide range of integrated telecom
services, including fixed and mobile telecom and data transmission Such activities
are regulated by the General Comptroller of the Republic, the General
Superintendence of Securities (SUGEVAL), the National Stock Exchange of Costa
Rica, the Law for the Regulation of the Securities Market, the Regulatory Authority
for Public Services (ARESEP), the Telecommunications Superintendence (SUTEL),
and the Pensions Superintendence (SUPEN).

A significant portion of these activities has been financed through funds provided by banks,
as well as through the issuance and placement of debt bonds (Bonds) in the local and
international market and through the National Stock Exchange of Costa Rica.

ICE Group is a group of government-owned entities, including the Instituto Costarricense
de Electricidad (ICE, parent company and ultimate controlling entity) and its
subsidiaries, Compariia Nacional de Fuerza y Luz, S.A. (C.N.F.L.), Radiogréafica
Costarricense, S.A. (RACSA), Compariia Radiogréafica Internacional Costarricense,
S.A. (CRICSA), and Cable Vision de Costa Rica S.A.

(Continues)



INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

March 31, 2016 and December 2015

Compaiiia Nacional de Fuerzay Luz, S.A

Compafiia Nacional de Fuerzay Luz, S.A. (hereinafter, CNFL) is a corporation created under

Law Number 21 of April 8, 1941, referred to as “Electrical Contract”, amended by
Law Number 4977 of May 19, 1972 and current until August 8, 2008. Accordingly,
CNFL is subject to the regulations established by CGR, Articles 57 and 94 of
Law No. 8131 "Public Administration and Budgets,” ARESEP, and the
framework of the General Internal Control Law and the Law against Corruption
and Illicit Enrichment, among others. The Company keeps an issue of debt
securities in compliance with the regulations of the National Financial System
Oversight Board (CONASSIF) and the General Superintendence of Securities
(SUGEVAL). The main objective is to provide energy services to the domestic
market.

Radiografica Costarricense, S.A.

Radiogréfica Costarricense, S.A. (hereinafter RACSA) is a mixed corporation established on

July 27, 1964 under the laws of the Republic of Costa Rica, owned by Instituto
Costarricense de Electricidad and Compafiia Radiografica Internacional
Costarricense, S.A. (proportional interest of 50%). It was created through Law
Number 3293 of June 18, 1964. It is regulated by the provisions contained in the
Executive Decrees Number 7927-H and 14666-H of January 2, 1978 and May 9,
1983, respectively, contained in the Civil and Commerce Codes.

RACSA’s main objectives are the development of telecom services in Costa Rica, national

connectivity and the Internet, international connectivity for data and video
transmission, information services, data center, and others.

Compaiiia Radiogréafica Internacional Costarricense, S.A.

Compafiia Radiografica Internacional Costarricense, S.A. (hereinafter, CRICSA) was

organized through Law No. 47 of July 25, 1921 and its main objective is the
operation of the concession relating to wireless communication. CRICRSA does not
currently have any officers or employees because ICE Group provides its accounting
and administrative services.

(Continues)



INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

March 31, 2016 and December 2015

e Cable Vision de Costa Rica S.A.

Cable Vision de Costa Rica, S.A. (CVCRSA) is a corporation domiciled in Moravia, San
José, Republic of Costa Rica and is wholly-owned (100% ownership interest) by ICE
since December 5, 2013. CVCRSA was organized on January 19, 2001 and its main
activity is providing cable television services; subsequently, the subsidiary added
Internet and digital signal services to the activities offered. With the acquisition of
this entity, ICE will be able to provide Triple Play services.

Composition of Capital

According to article 16 of the Law Organizing the Entity, ICE’s capital is comprised of the
following:

e National revenue that the law allocates and earmarks for ICE.

e Rights acquired from the Municipality of San Jose under the Local Streetcar
Agreement.

e Any other government-owned assets transferred to ICE.

e The country's water resources, which have already been or will be declared to be a
national resource and any accumulated profits resulting therefrom.

Note 2. Accounting Bases

a) Statement of Compliance

The accompanying consolidated financial statements have been prepared in accordance with
the accounting principles included in ICE’s Accounting Policy Manual and its
addenda (version 6) accepted by the National Accounting Department of the
Ministry of Finance of the Republic of Costa Rica—the Lead Agency of the National
Accounting Subsystem. ICE’s Accounting Policy Manual includes the accounting
policies applicable to booking transactions. Such policies were formally prepared
and issued using “accounting criteria” with the stewardship and binding criteria of
the Budget Accounting Directorate, the approval of the Corporate Management and

(Continues)



INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

March 31, 2016 and December 2015

Finance Department, and acceptance of the National Accounting Department of the
Ministry of Finance.

The above set of rules considers the conceptual framework included in the Accounting
Principles Applicable to the Costa Rican Public Sector, as well as supplemental
application of International Financial Reporting Standards (IFRSs) under the
following conditions:

e A supplementary use of the standard is given by exception, meaning that
this situation is not normal or usual.

e |If and only if it is expressly stated in ICE’s Manual of Accounting
Policies. This means that its application is allowed only if the applicable
IFRS to be used is explicitly and specifically contained in the manual.

Pursuant to regulations issued by the National Accounting Office of the Ministry of Finance
and laws in effect, ICE may use the Accounting Principles Applicable to the Costa
Rican Public Sector, set forth in Executive Order No. 34460-H of February 14, 2008,
or the regulatory framework it has been applying thus far, until ICE transitions to
IFRSs on December 31, 2013. However, through Decree No. 38069-H published on
December 20, 2013, the National Accounting Office of the Ministry of Finance
extended the term for transitioning to IFRSs to the accounting period beginning on
January 1, 2016.

ICE is abiding by the extension granted by the National Accounting Directorate to apply the
International Financial Reporting Standards (IFRSs) as of January 1, 2016; therefore,
2015 would be the transition year to such IFRSs.

Moreover, in accordance with article 8, Transition Provision Il of Executive Order No.
35616-H issued by the National Accounting Office and published in Official Gazette
No. 234 of December 2, 2009, which reads as follows:

“Until the International Financial Reporting Standards are permanently implemented, each
government-owned agency included in the scope of this Decree, under the leadership
of the National Accounting, must continue to apply the Accounting Principles
Applicable to the Costa Rican Public Sector, set forth in the Executive Decree
Number 34460H of February 14, 2008, or the legal framework that has been
applied.”

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

March 31, 2016 and December 2015

As it has been set forth by ICE Group, regarding the accounting standards, the common
practice is that supplementary use is expressly contained in the standard, in
detail, indicating the hierarchy of the accounting standard sources applicable to
regulated materials that must be observed when matters not anticipated in ICE’s
Manual of Accounting Policies.

Management of ICE Group authorized the issue of the consolidated financial statements and
notes thereto on March 30th, 2016.

b) Basis for Measurement

Transactions are initially booked on the historical cost basis according to Executive Order
No. 34460-H of February 14, 2008. However, as of the date of issue of the
accompanying consolidated financial statements, some items will be valued using
other bases for measurement as detailed in ICE’s Manual of Accounting Policies
(version 6) and its addenda.

C) Functional and Presentation Currency

ICE Group’s accounting records, as well as the consolidated financial statements and their
respective notes, are expressed in Costa Rican colones (¢), currency of the
Republic of Costa Rica and functional currency for ICE Group.

All the financial information contained in this document is presented in millions of colones,
except otherwise indicated in some notes contained in the consolidated financial
statements, which refer to the currency of origin for those transactions.

d) Use of Estimates and Judgments

The preparation of the attached consolidated financial statements, according to ICE’s
Manual of Accounting Policies (version 6) and its addenda and accepted by the
National Accounting Department of the Ministry of Finance of the Republic of
Costa Rica, requires that Management makes judgments, estimates, and
assumptions that affect the application of policies and amounts of assets, liabilities,
income and expenses reported.

The relevant accounting estimates and assumptions were reviewed on a recurrent basis.
The changes arising from new information or new events are adjusted affecting

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

March 31, 2016 and December 2015

Asset Revaluation:

ICE Group's accounting policies regarding asset revaluation indicate that the restatement of
asset values and their respective depreciation are carried out on an annual basis;
therefore, the enclosed interim consolidated financial statements do not include
revaluations made after the last annual period presented.

The balances of operating assets and other operating assets and their respective accumulated
depreciations with a cut-off date as of December 31 last year, are revalued on an
annual basis using the ratios established by ICE Group for each type of assets to keep
their fair valuel in accordance with the Accounting Principles of the Costa Rican
Public Sector, which could increase or decrease the carrying amount of the assets. If
the variations in the resulting values of such revaluations are insignificant, such
frequent revaluations are deemed unnecessary, or they could be done every three or
five years.

The balances of land and buildings of Other operating assets under financial lease and their
respective accumulated depreciation, with a cutoff date as of December 31 of the
previous year are annually revalued based on indexes established by ICE to keep
their fair value in accordance with the Accounting Principles of the Costa Rican
Public Sector, which could increase or decrease the carrying amount of the assets. If
the variations in the values resulting from such revaluations are insignificant, such
frequent revaluations are deemed unnecessary and are not recorded; or they could be
done every three or five years.

The revaluation is done as of the second accounting period according to its recording date,
using independent accounts of revalued cost and revalued accumulated depreciation.

In the cases in which pursuant to the expert criteria, revaluations are deemed unnecessary,
but due to the policies set forth above, the assets were revalued, the competent
technical areas must conduct a study to define if it keeps or adjusts the value of the
assets. Should there be an adjustment of the revalued value, it must be quantified and
applied retrospectively to present the consolidated financial statements to ensure the
comparability of figures.

'Restated updated value as per the index price

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

Note 4. Operating Assets

As of As of
March 31,  December 31,
2016 2015
Cost:
Operating assets ¢ 3,926,596 3,907,073
Operating assets under finance lease agreements 31,186 31,211
Other operating assets 448,754 446,033
Total operating assets - cost 4,406,536 4,384,317
Revaluation:
Operating assets 2,751,256 2,751,957
Operating assets under finance lease agreements 4,822 4,822
Other operating assets 65,400 65,402
Total operating assets - revaluation 2,821,478 2,822,181
Total cost - revaluation 7,228,014 7,206,498
Accumulated depreciation:
Cost:
Operating assets ¢ 1,515,814 1,467,119
Operating assets under finance lease agreements 3,677 3,421
Other operating assets 291,238 287,869
Total accumulated depreciation of operating assets - cost 1,810,729 1,758,409
Revaluation:
Operating assets 1,730,961 1,712,324
Operating assets under finance lease agreements 439 415
Other operating assets 35,362 35,078
Total accumulated depreciation of operating assets - revaluation 1,766,762 1,747,817
Total accumulated depreciation - cost and revaluation 3,577,491 3,506,226
Operating assets, net ¢ 3,650,523 3,700,272

17
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Operating Assets - Cost

Notes to the Consolidated Financial Statements

The operating assets at cost are detailed as follows:

(In millions of colones)

As of Additionsand . Adjustments As of December Additions and . Adjustments As of March 31,
Cost December 31, e Disposals Transfers and e Disposals Transfers and
capitalizations e 31, 2015 capitalizations e 2016
2014 reclassifications reclassifications

Plant and equipment - Electricity:
Hydraulic power generation (1) 828,899 154,327 (931) (968) - 981,327 1,518 - - - 982,845
Thermal power generation 83,952 97 (162) - - 83,887 146 - - - 84,033
Geothermal power generation 175,333 4,183 (115) - - 179,401 - - - - 179,401
Wind power generation 7,425 - (397) - - 7,028 - - - - 7,028
Solar power generation 10,032 345 - - - 10,377 28 - - - 10,405
Micro hydro power generation 166 - - - - 166 - - R R 166
Substations 216,847 19,770 (561) - - 236,056 336 ) - - 236,383
Transmission lines 157,331 39,774 - - - 197,105 - - - - 197,105
Distribution lines (2) 337,275 47,056 (4,276) - - 380,055 6,142 (199) - - 385,998
Street lighting 19,893 3,501 (110) - (2) 23,282 520 ) - - 23,793
Communication, control and infrastructure equipment 44,727 6,479 (67) - - 51,139 397 (20) - - 51,516
General equipment 26,522 1,315 (1,617) - - 26,220 238 (171) - - 26,287
Other 55,076 2,339 - - 4 57,411 94 - - - 57,505

Equipment - Telecom: - - - - -
Transport 642,186 27,644 (7,442) - - 662,388 15 14) - - 662,389
Access (3) 488,964 44,433 (538) - ) 532,855 6,053 an - - 538,891
Civil and electromechanical 229,461 6,399 (29) - - 235,831 616 - - - 236,447
Platforms 179,839 16,780 (2,014) 17,087 (68) 211,624 3,946 (65) - - 215,505
Communication equipment 26,815 99 (2,253) - - 24,661 7 - - - 24,668
Submarine cable -Maya - Arcos - Pacific - - - - - - - - - - -
General equipment 5,275 20 (6) - - 5,289 10 (39) - - 5,260
Other 971 - - - - 971 - - - - 971
Subtotal operating assets 3,536,989 374561  (20,518) 16,119 (78) 3,907,073 20,066 (543) - - 3,926,596

Operating assets and other operating assets under

finance leases: (4)
Access - 2,593 - - - 2,593 - - - - 2,593
Land 1,151 - - - - 1,151 - - - - 1,151
Buildings 25,315 - - - - 25,315 - - - - 25,315
Furniture and equipment 1,166 847 - 139 - 2,152 - - - (25) 2,127
Subtotal Operating assets and other operating
assets under finance leases 27,632 3,440 - 139 - 31,211 - - - (25) 31,186

Other operating assets 435,357 47767 (21,145) (16,121) 175 446,033 5448 (2,712) 27 (42) 448,754
Subtotal Other operating assets 435,357 47,767 (21,145)  (16,121) 175 446,033 5,448 (2,712) 27 (42) 448,754
Total ICE Group 3,999,978 425,768 (41,663) 137 97 4,384,317 25,514 (3,255) 27 (67) 4,406,536

(Continues)



INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

Below is a description of the main transactions during the period in the item of operating
assets, other operating assets, and the nature of operating assets and other assets
under financial lease:

(1) Distribution:

Additions amount to ¢6,142, mainly from the capitalizations in the components of civil
works, distribution and lighting distribution works, among other.

ICE Telecom Sector

(2 Access:.

Additions amount to ¢6,053 as a result of capitalizations, mainly the components, cellular
telephony services, channeling of access fiber network, primary networks, and fiber
optics, among others.

(3) Operating assets and Other operating assets under financial lease:

On January 29, 2010, Banco de Costa Rica (BCR) and ICE agreed to create a “Securitization
Trust”, which involved execution of a trust agreement whereby ICE acts as the
trustor and beneficiary and BCR is named as the trustee.

In December 2015, due to the recording of the commissioning of the RANGE asset of the
Telecom Sector in the access component, there is a partial capitalization of 60 sites
amounting to ¢2.593.

Currently, the Trust is authorized to issue public debt and as of March 31, 2016 and as of
December 2015, it recorded liabilities for this concept.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

The trust, as the owner of “Centro Empresarial La Sabana” and office furniture and
equipment within that property, leases such property to ICE for a 12- year term, at
the end of which ICE may exercise a purchase option for US$1 (one U.S. dollar).
ICE has classified this lease as a finance lease. In accordance with ICE Group’s
accounting policies, this trust is not required to be included as an entity in the
financial statements of ICE Group.

The main clauses contained in the Securitization Trust are summarized as follows:
. The objectives of the trust are:

a) Acquire the products and services necessary for the operation and
maintenance of the building object of the contract, according to the
purchasing plans provided by the Trust, as applicable.

b) Lease the equipped building to ICE, manage the cash flows to repay
financing and provide preventive and corrective maintenance to the facilities,
under the agreed terms.

c) Become a vehicle to issue and place securities, pursuant to the conditions and
characteristics set forth in the issuance prospect and the current contract, upon
prior authorization of the General Superintendence of Securities
(SUGEVAL), regulatory entity for the issuance of debt securities. Issuance
and placement of the securities may be performed at different intervals,
according to payment, terms and conditions projected. Also, it may execute
credit contracts to obtain the necessary resources for financing, in accordance
with the financial conditions present in the market.

. With the amount received by the Trust for the lease of the property, the loan and
yields from the securities placed in the stock market will be paid, as well as those
private securities issued, and national and international bank loans.

. The term of this Trust will be of 30 years.

. The Trust’s assets will be used solely and exclusively to comply with and accomplish
the objectives of the Trust agreement.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

Accumulated Depreciation - Cost

The accumulated depreciation of operating assets is as follows:

. As of December . . Adjustments and As of December L . Adjustments and  As of March
Accumulated depreciation - cost 31, 2014 Depreciation Disposals Transfers reélassiﬁcations 31, 2015 Depreciation Disposals Transfers re«J:Iassifications 31, 2016
Plant and equipment - Electricity:
Hydraulic power generation ¢ 118,187 22,566 (172) (386) - 140,196 6,382 ) - - 146,571
Thermal power generation 26,644 4,038 (111) - - 30,571 1,013 - - - 31,584
Geothermal power generation 52,189 6,557 (34) - 1) 58,711 1,631 - - - 60,342
Wind power generation 3,740 452 (217) - - 3,975 107 - - - 4,082
Solar power generation 1,585 466 - - - 2,051 131 - - - 2,182
Micro hydro power generation 29 6 - - - 35 1 - - - 36
Substations 48,040 9,263 (249) - - 57,054 2,296 @) - - 59,343
Transmission lines 22,948 5,375 - - - 28,323 1,602 - - - 29,925
Distribution lines (2) 106,350 17,550 (876) - - 123,024 4,380 (116) - - 127,288
Street lighting 5,137 814 (52) - - 5,899 222 ®) - - 6,116
Communication, control and infrastructure equipment 11,981 1,611 (25) - - 13,567 442 M - - 14,002
General equipment 15,315 2,071 (1,145) 163 3 16,407 462 (141) 37 - 16,765
Other 3,970 1,069 - 11 - 5,050 271 - - - 5,321
Equipment - Telecom:
Transport 365,413 40,587 (4,769) - - 401,231 8,862 (2) - - 410,091
Access (3) 243,887 43,083 (278) - 41 286,733 9,878 ) - - 296,609
Civil and electromechanical 144,135 12,172 @ - (41) 156,259 2,909 - - - 159,168
Platforms 76,045 30,011 (934) 5,150 - 110,272 8,156 ®3) - - 118,425
Communication equipment 25,687 567 (2,252) - 2 24,004 107 - - - 24,111
General equipment 3,001 455 (6) - ) 3,448 127 37) - - 3,538
Other 285 24 - - - 309 6 - - - 315
Subtotal operating assets ¢ 1,274,568 198,737  (11,126) 4,938 2 1,467,119 48,985 (327) 37 - 1,515,814
Operating assets and other operating assets under
finance leases:
Access - - - - - - 65 - - - 65
Buildings 2,280 506 - - - 2,786 127 - - - 2,913
Furniture and equipment 500 135 - - - 635 64 - - - 699
Subtotal Operating assets and other operating
assets under finance leases ¢ 2,780 641 - - - 3,421 256 - - - 3,677
Other operating assets (1) 283,860 26,691  (18,035) (4,764) 117 287,869 5,723 (2,354) - - 291,238
Subtotal Other operating assets ¢ 283,860 26,691  (18,035) (4,764) 117 287,869 5,723 (2,354) - - 291,238
Total ICE Group ¢ 1,561,208 226,069  (29,161) 174 119 1,758,409 54,964 (2,681) 37 - 1,810,729

(Continda)



INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

Depreciation percentages used for the current period and the comparative period for
operating assets, other operating assets under financial lease are based on the
estimated useful life for each category of assets:

Useful life

(in years)
Buildings 40 to 50
Operaing assets - ICE Electricity 20 to 40
Operating assets - ICE Telecom 3t040
Machinery and equipment 1to0 20

The depreciation method, useful lives, and the residual values are reviewed in each reporting
date and adjusted, if appropriate.

(1) Depreciation from Use:

In 2015, a change was made to the depreciation method in some categories of other
operating assets to use the method based on the use and not the straight-line method
as in the past. The change was made based on a technical analysis conducted by
Engineering and Construction Business of the Electricity Sector considering the
variables that best state the expected consumption pattern (hours, kilometers, days)
and the nature of assets.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

Note 5. Works in Progress

Works in progress as of March 31, 2016 and December 31, 2015 are as follows:

. . As of March As of
Construction work in progress 31 2016 December
’ 31, 2015

Reventazén Hydroelectric Project (1) ¢ 166,016 148,896
Las Pailas Il Geothermal Project (2) 64,045 57,993
Cachi Hydroelectric Project (3) 25,389 24,301
Borinquen Geothermal Power Project (4) 22,801 22,648
Cébano Transmission Line 16,612 15,773
Pefias Blancas-Garita Transmission Line 16,163 15,602
Anillo Sur Transmission Line 16,108 14,563
New Power Control Center 13,618 11,276
Coyol Transmission Line 11,896 10,564
Jaco Transmission Line 10,708 9,570
Improvements to Telecom transpor networks 9,863 7,659
Cariblanco-Trapiche Transmission Line 7,054 6,367
Advanced mobile services 6,036 2,764
Capillary network 5,577 4,312
Sustainability and Growth 5,025 5,025
Advanced Cell Evolution 4,946 630
Hydropower plant Ventanas 4,133 3,559
Reinforcement of distribution system 4,140 3,378
Expansion and modernization of transport system 3,973 1,549
Acquisition of assets - senior management 3,638 2,365
Oingoing quality improvement (distribution) 3,278 4,839
Rio Macho Hydroelectric Project 3,235 3,219
Real property management installation 2,927 2,638
Integral business customer services 2,708 1,782
Siepact Transmission Line 2,308 2,308
Improvements in electricity transportation network 2,117 2,093
Advanced connectivity fiber optic (FOCA) 1,772 1,759
Advanced internet segurity network 1,675 195
Infrastructure maintenance and soundproofing 1,474 1,123
Central government agreements 1,388 1,006
Basic engineering studies 1,361 1,226
Technical services for distribution projects 1,346 1,079
Data center 1,086 1,086
Universal service 1,068 1,039
Sundry projects 13,006 21,187
Less: Goverment services* (473) (3,048)
Total ICE Group ¢ 458,017 412,325
* Internal consumption for electricity and telephone services incurred by different areas

of ICE.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

Below is a description of the nature and main transactions of works in progress during the
period:

1) Reventazon Hydroelectric Project

This project is located in the middle basin of the Reventazon River, in Limdn, Costa Rica,
with electric generation capacity of 305 MW. The trust and construction agreement
was already signed and authorized by the Office of the Comptroller General, and it is
in effect. The project is financed with ICE’s funds and with funds from other
financing schemes entered into by ICE.

As of December 31, 2015, the works were transferred to the Reventazén Trust thereby
increasing the long-term investments in the amount of ¢137.869 (see note 6).

(2) Las Pailas 11 Geothermal Power Plant

This project consists of the implementation of several construction works required to build a
geothermal power plant with a power output of 55 MW. The project is located in
Guanacaste and is being built on the foothills Rincdn de la Vieja Volcano. It will
complement the capacity generated by Las Pailas I plant.

(3) Cachi Hydroelectric Project

This project uses the water of the medium basin of Reventazon River. The powerhouse is
located 4km south of Juan Villas in the district of Tucurrique, canton of Jiménez
and the reservoir and dam are located in the district of Cachi, in the canton of
Paraiso, both in the province of Cartago.

The works consist of the expansion of the current engine room, construction of an
additional tunnel that will provide the plant with an additional power output of 20
MW, a surge tank, and two inspection openings.

(4)  Borinquén Geothermal Plant

The project is located in the Guanacaste Mountain Range, on the Pacific slope of the Rincéon
de la Vieja Volcano, and will have an estimated power output of 55 MV.

In December 2015, the accumulated costs of this project booked in the Design and Planning
account, were transferred to the Works in Progress account in the amount of ¢22.2009.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

The following chart indicates the movements regarding works in progress, material in transit, and inventory - investment as of March 31, 2016 and December 31, 2015:

As of Interests . . Interests . . As of

Account December 31, Additions  Capitalizations capitalized  Warehoused Adjustrrje.nts.and Usedin  As of December Additions Capitalizations capitalized ~ Warehoused Adjustrrje.nts'and Used in March 31,
Reclassifications works 31, 2015 Reclassifications works

2014 to work to work 2016
Construction work in progress ¢ 582,131 332,690 (535,712) 40,005 - (3,741) - 415,373 56,017 (21,472) 8,632 - (60) - 458,490
Less: Elimination of Government services* (3,617) - - - 569 - (3,048) - - - 2,575 - (473)
Subtotal construction work in progress 578,514 332,690 (535,712) 40,005 - (3,172) - 412,325 56,017 (21,472) 8,632 - 2,515 - 458,017
Materials in transit for investment 34,184 27,674 (434) - (18,406) (9,197) (14,375) 19,446 843 2 - (1,857) (281) - 18,149
Inventory for investment 159,871 33,424 (221) - 78,181 (11,929)  (133,803) 125,523 205 (1,010) - 11,343 (2,074) (18,595) 115,392
Total ICE Group ¢ 772,569 393,788 (536,367) 40,005 59,775 (24,298)  (148,178) 557,294 57,065 (22,484) 8,632 9,486 160 (18,595) 591,558

* Internal consumption for electricity and telephone services incurred by different areas of ICE.

ICE follows the policy of reclassifying to inventory for investment the items of operating inventory that are directly related to operating assets and other assets that are not
physically included in the asset and, therefore, are not available for use since they are not installed or operating in the manner intended by ICE.

(Continues)



INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Note 6.

Notes to the Consolidated Financial Statements
(In millions of colones)

Long-Term Investments

Long-term investments are detailed as follows:

1)

As of March As of
31, December 31,
2016 2015
Investments in shares valued at cost:
Reventazon Hydroelectric Power Project (1) ¢ 137,869 137,869
Toro 3 Hydroelectric Power Project Trust (2) 11,203 11,203
Empresa Propietaria de la Red, S.A. (3) 3,124 3,124
Tecomunica, S.A. (4) 1,081 1,081
Red Centroamericana de Fibras Opticas S.A. (5) 143 143
Cooperativa de Electrificacién Rural, R.L. 43 43
Red Centroamericana Telecomunicaciones S.A. 10 10
Subtotal investments in shares valued at cost 153,473 153,473
Long term financial investments: (6)
Government (External Debt Bonds) 30,725 30,773
Central Bank of Costa Rica (Bond) 13,561 13,561
Other 9,493 8,242
Subtotal long term investments 53,779 52,576
Total long term investments - Group ICE ¢ 207,252 206,049

Reventazén Hydroelectric Power Project Trust

The cost of investment of the Reventazon Hydroelectric Power Project (PHR) was estimated at

US$1.379 million. The financing plan divided the project into two parts: one in which the
assets and liabilities of that part of the project belong to ICE Group, which entails direct
financing to the entity in the amount of US$475 million. The second part of the project
involves the creation of a trust to raise funds and allocate them to the construction of the
works of the project in the amount of US$904 million.

The direct financing for US$475 million includes external loans for US$298 (US$73 million from

IDB and US$225 million from CABEI), and a direct contribution of ICE Group to the
project amounting to US$177 million. According to the constitution of the Trust assets, the
works financed by ICE Group will be contributed to the Trust as investments in the
construction of the project. As of December 31, 2015, according to the financing plan, a
partial recognition of the investment was made according as per the liquidation of works in
the amount of ¢137.869 (see note 5).

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

(@) Toro 3 Hydroelectric Power Project Trust

On March 9, 2006, ICE and JASEC entered into a business partnership agreement for the joint
construction of the Toro 3 Hydroelectric Power Project whereby both entities will have
equal participation (50% each) in respect of rights and obligations, with the purpose of
designing, financing, constructing, operating, and maintaining such project. In January
2008, under the business partnership agreement, ICE and JASEC entered into a Trust
agreement with BCR whereby ICE and JASEC act as trustors and beneficiaries and BCR is
named as the trustee. The purpose of the trust is the independent generation and
management of the necessary financial resources to build the Toro 3 Hydroelectric Power
Project. In addition, the trust will construct the project within the established term, lease
the plant to ICE and JASEC, purchase the required construction goods and services,
provide maintenance services, and manage the cash flows to repay the financing and make
timely payments in relation thereto (see note 30). The trust agreement is for a term of 30
years.

On January 26, 2012, the trustors (ICE and JASEC) entered into an addendum to the
aforementioned trust agreement, whereby both entities agree to provide at least 20% of the
resources necessary to finance Toro 3 Hydroelectric Project, so that the trust obtained the
necessary funds to finance the remaining amount. In accordance to the addendum, ICE
made an in-kind contribution (construction materials and labor), equal to ¢11,203. This
contribution accounts for 10% of the resources necessary to finance Toro 3 Hydroelectric
Project; the remaining 10% required to comply with the provisions contained in the
addendum, was provided by JASEC.

On January 26, 2012, ICE, JASEC, and the Toro 3 trust entered into a lease agreement for the
Toro 3 Hydroelectric Power Project, with the following characteristics:

e Lessor: Toro 3 trust, represented by Banco de Costa Rica (BCR).

e Lessees: ICE and JASEC

e Term: one hundred and thirty-seven months from June 1, 2013, which is the starting date
of the lease.

e Transfer: Upon expiration of the lease agreement, the lessors (JASEC-ICE) may exercise a
purchase option for the power project.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
(In millions of colones)

(3) Empresa Propietaria de la Red, S.A.

ICE Group holds an ownership interest in Empresa Propietaria de la Red, S.A. (EPR), which was
selected to execute the Sistema de Interconexion Eléctrica de los Paises de América
Central [Central American Electric Interconnection System] (SIEPAC) Project. This
investment is jointly made by ICE Group with the other entities in charge of energy
management in the six Central American countries and three additional entities located in
Spain, Colombia and Mexico. Each of the nine countries has an interest of 11.11%, and no
country shall have an interest in EPR in excess of 15%.

EPR’s share capital is comprised of 58,500 ordinary shares of US$1.000 par value each; ICE owns
6.061 shares of US$1.000 (one thousand dollars and no cents) par value and CNFL owns
439 shares of US$1.000 (one thousand dollars and no cents) par value each, respectively,
for a total of US$6,5 million equivalent to ¢3.124 (11.11% interest) for ICE Group. The
shares are valued at acquisition cost.

In June 2015 and 2014, the EPR made payments to ICE Group for returns on investments.

4) Tecomunica, S.A. - Nicaragua

ICE and ENATREL agreed to organize a company in Nicaragua, referred to as Tecomunica, S.A.,
to sell and commercialize telecom services. The capital stock of Tecomunica, S.A.
comprises 100 registered shares for a total of C$10.100.000 (ten million one hundred
thousand cordobas) equal to US$400.000 (four hundred thousand dollars), with a par value
of C$101.000 (one hundred one thousand coérdobas, net) each equal to US$4.000 (four
thousand dollars), of which 50 shares are held by ICE (50% interest) for a total of
C$5.050.000 (five million fifty thousand cérdobas, net) equal to US$200.000 (two hundred
thousand dollars).

The first contribution for US$1 million was approved by ICE’S Board of Directors in Meeting No.
6069 on December 2, 2013.

In Meeting No. 6157 on November 30, 2015, ICE’s Board of Directors approved a second
contribution for US$1 million. The total contributions authorized by the Board of Directors
as of December 31, 2015 amounted to US$2 million equal to ¢1.081.

(Continues)
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INSTITUTO COSTARRICENSE DE ELECTRICIDAD (ICE) AND SUBSIDIARIES

(5)

Notes to the Consolidated Financial Statements
(In millions of colones)

Red Centroamericana de Fibras Opticas, S.A. — Nicaragua

In 2013, ICE Group acquired ownership interest in Red Centroamericana de Fibras Opticas S.A.

(6)

(REDCA S.A)), which is dedicated to developing, financing, constructing, operating, and
commercially exploiting and providing maintenance to telecom services or services related
to IT and communications. REDCA'’s share capital consists of 2,700 of US$1,000 (one
thousand dollars and no cents) par value each, and the Group owns 300 shares (11.11%
interest), of which 93.24% are owned by ICE and 6.75% by CNFL. Currently, this
Company is commercially operational.

Long-Term Financial Investments

They mainly comprise investments in bonds and securities, with yields ranging from 6,22 % and

Note 7.

11,46 % per annum for investments in colones and 4,69% and 5,84% per annum for
investments in US dollars (between 6,58 % and 11,46 % per annum in colones and 4,69%
and 5,84% per annum in US dollars in 2015). Investments amount to ¢52.691 denominated
in colones and ¢1.087 denominated in US dollars (equal to US$2) (¢51.501 denominated
in colones and ¢1.075 denominated in US dollars equal to US$2 in 2015), with a maturity
between June 2016 and April 2028 (February 2016 and April 2028, in 2015).

Cash and Cash Equivalents

As of March As of
31, December 31,

2016 2015
Cash in vaults and banks ¢ 11,350 10,160
Cash equivalents 188,998 171,000
Total ICE Group ¢ 200,348 181,160

(Continues)
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