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INDEPENDENT AUDITORS' REPORT ON COMBINED FINANCIAL STATEMENTS 

RlO ENERGY S.A. 
Cerrito l 294 - 2nd Floor 
City of Buenos Aires 

UGEN S.A. 
Cerrito 1294 - 2nd Floor 
City of Buenos Aires 

UENSA S.A. 
Cerrito 1294 2nd Floor 
City of Buenos Aires 

Opinion 

We have audited the combined financia! statements of RIO ENERGY S.A., UGEN S.A. and UENSA S.A. 
("the MSU Energy group"), which comprise the combined statement of financia! position as of December 31, 
2018, the combined statements of profit or loss and other comprehensive income, changes in equity and cash 
flows for the year then ended, and notes, comprising significant accounting policies and other explanatory 
information. 

In our opinion, the combined financia! statements present fairly, in all matetial aspects, the combined financia! 
position of the MSU Energy group as of December 31, 2018 and its combined financia! performance and cash 
flows for the year then ended in accordance with International Financia} Reporting Standards (IFRS). 

Ea.sis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities 
under those standards are further desclibed in the Auditors' Responsibilities for the Audit of the Combined 
Financia! Statements section of our report. We are independent of the MSU Energy group in accordance with 
the Code of Ethics for Professional Accountants of the lnternational Ethics Standards Board for Accountants 
(IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code. 
We believe that the audit evidence we have obtained is sufficient and approp1iate to provide a basis for our 
opinion. 

Emphasis of M atter - Basis for Preparation. 

We draw attention to notes 1.1 and 2.1 to the combined financia! statements, which describe the basis of 
preparation, including the approach to and the purposes for preparing them. These combined financia! 
statements were prepared by management to provide financia! information to the financia} creditors of the 
entities and other interested parties pursuant to the debt issuance made by the entities in January 2018. Our 
opinion is not modified in respect of this matter. 

Responsibility of Managemen.t and Those Charged with Govern.ance for the Comhined Financia[ Statemen.ts 

Management is responsible for the preparation and f air presentation of these combined financia! statements in 
accordance with IFRS, and for such interna! control as management determines is necessary to enable the 
preparation of combined financia! statements that are free from material 1nisstatements, whether due to fraud 
or error. 

In preparing the combined financia! statements, management is responsible for assessing the ability of each 
entitiy in the MSU Energy group to continue as a going concern; for disclosing, as applicable, matters related 
to going concern, and for using the going concern basis of an accounting unless management either intends to 
liquidate any of the entities in the MSU Energy group orto cease operations, or has no realistic altemative but 
to do so. 

Those charged with governance are responsible for overseeing the financia! reporting process that results in 
the issuance of the accompanying combined financia! statements prepared for the purpose stated in note 1.1. 

miembro 
lntH,1etío,1al Cc,operative("KPMG lntennational"l 



Auditors' Responsibilities .for the Audit <?f the Combined Financia/ Statements 

Our objectives are to obtain reasonable assurance about whether the combined financia! statements as a whole 
are free from material misstatement, whether dueto fraud or en-or, and to issue an auditors' report that includes 
our opinion. Reasonable assurance is a high leve! of assurance, but is nota guarantee that an audit conducted 
in accordance with JSAs will always detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these combined financia! 
statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skeptidsm throughout the audit. We also: 

Identify and assess the risks of matedal misstatements of the combined financia! statements, weather due 
to fraud or error, design and perform audit procedures responsive to those 1isks, and obtain audit evidence 
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations or the override of interna} control. 

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinio11 on the effectiveness 
of the interna! control within the MSU Energy group. 

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 
and related disclosures made by management. 

Conduele on the appropriareness of management' s use of the going concem basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions 
that may cast significant doubt on the ability of each of the combined entites to continue as a going 
concem. If we conclude that a mate1ial uncertainty exists, we are required to draw attention in our 
auditors' report to the related disclosures in the combi11ed financia! statements or, if such disclosures are 
inadequate, to modify our opinion. Our co11clusions are based 011 the audit evidence obtai11ed up to the 
date of our auditors' report. However, future events or conditions may cause any of the combined entities 
to cease to continue as a going concern. 

Evaluate the overall presentation, stmcture and content of the combined financia! statements, including 
the disclosures, and whether the combined financia! stateme11ts represent the u11derlying transactio11s and 
events in a manner that achieves fair prese11tation. 

Obtain sufficient appropriate audit evidence regardíng the financia! information of the entities or business 
activities within the MSU Energy group to express a11 opinion 011 the combi11ed financia! statements. We 
are responsible for the direction, supervision, and performance of the group audit. We remai11 solely 
responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned scope and. 
timing of the audit and significant audit findings, including any significant deficiencies in intemal control that 
we ídentify during our audit. 

Buenos Aires (Argentina), March 22, 2019 

KPMG 

Tamara Vínitzky 
Partner 
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RIO ENERGY S.A., UGEN S.A. and UENSA S.A. 
 
Combined financial statements as of December 31, 2018 
  
Stated in USD 
 
GENERAL INFORMATION 
 
RIO ENERGY S.A. 
 

Legal address: Cerrito 1294 – 2nd Floor –City of Buenos Aires  
 
Main business: Power generation 
 
Parent company’s information: 

 
Name: MSU Energy Holding Ltd. 
 
Main business: Investments 
 
Ownership interest and voting stock: 99.97% 

 
UGEN S.A. 
 
Legal address: Cerrito 1294 – 2nd Floor –City of Buenos Aires  
 
Main business: Power generation 
 
Parent company’s information: 

 
Name: MSU Energy Holding Ltd. 
 
Main business: Investments 
 
Ownership interest and voting stock: 99.98% 

 
UENSA S.A. 
 
Legal address: Cerrito 1294 – 2nd Floor –City of Buenos Aires 
 
Main business: Power generation 
 
Parent company’s information:  

 
Name: MSU Energy Investment Ltd. 
 
Main business: Investments 
 
Ownership interest and voting stock: 98.19 % 
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RIO ENERGY S.A., UGEN S.A. and UENSA S.A. 
   

COMBINED STATEMENT OF FINANCIAL POSITION 
as of December 31, 2018 (in USD) 

 
 Notes   12/31/2018     12/31/2017   
    
ASSETS    
NON-CURRENT ASSETS    
    
Property, plant and equipment 8 (g) 649,176,598 475,803,133 
Spare parts   5,095,599 1,871,840 
Financial credits 12 37,875,796 - 
Tax receivables 8 (b) 17,868,398   23,773,387 
Deffered tax assets 6 1,138,675 904,485 
Other receivables 8 (a)   15,040,287                    - 
    
Total non current assets  726,195,353 502,352,845 
    
CURRENT ASSETS    
    
Tax receivables 8 (b) 31,380,027 34,229,849 
Other receivables 8 (a) 10,438,454 2,395,937 
Trade receivables  24,243,850 7,344,029 
Cash and cash equivalents 8 (c) 119,326,703     6,363,169 
    
Total current assets  185,389,034   50,332,984 
    
Total assets  911,584,387 552,685,829 
    
SHAREHOLDERS´ EQUITY     
Capital   27,301,097 27,301,097 
Legal reserve  116,084 2,547 
Other reserves  2,157,498 288 
Accumulated loss      ( 15,147,420) (    7,398,167) 
    
Total equity    14,427,259   19,905,765 
    
LIABILITIES    
NON CURRENT LIABILITIES    
    
Loans 8 (e) 829,667,975 314,972,479 
Trade accounts payables 8 (d)   12,423,095                    - 
    
Total non-current liabilities  842,091,070 314,972,479 
    
CURRENT LIABILITIES    
    
Loans 8 (e) 20,116,174 67,324,669 
Other liabilities 8 (f) 947,823 456,804 
Taxes payable  81,701 52,889 
Trade accounts payable 8 (d)   33,920,360 149,973,223 
    
Total current liabilities    55,066,058 217,807,585 
    
Total liabilities   897,157,128 532,780,064 
    
Total liabilities and equity  911,584,387 552,685,829 
    

The accompanying notes are part of these combined financial statements. 
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RIO ENERGY S.A., UGEN S.A. and UENSA S.A. 

 
  

COMBINED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME 
for the year ended December 31, 2018 (in USD) 

 
 
 Notes    12/31/2018   12/31/2017  

     
     
Net revenues 9 (a)  106,789,921 22,386,523 
Cost of sales 9 (c)  (  26,998,231) (12,645,145) 
     
Gross profit   79,791,690 9,741,378 
     
Marketing and administrative expenses 9 (c)  (    6,500,532) (  2,498,055) 
Other income and expenses 15      4,740,179                  - 

     
Operating profit   78,031,337 7,243,323 

     
Financial income 9 (b)  2,713,189 288,440 
Financial expenses 9 (b)  (  86,457,222) (12,303,240) 
     
Net finance costs 9  (  83,744,033) (12,014,800) 

     
Loss before income tax   (    5,712,696) (  4,771,477) 

     
Income tax benefit  6         234,190      665,368 

     
Net loss for the year   (    5,478,506) (  4,106,109) 

     
Other comprehensive income                      -                  - 
     
Comprehensive loss for the year   (    5,478,506) (  4,106,109) 
     
Basic and diluted loss per share  5  (             0,01) (           0,01) 
     

 
 
The accompanying notes are part of these combined financial statements. 
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RIO ENERGY S.A., UGEN S.A. and UENSA S.A. 
 
 

COMBINED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY 
for the year ended December 31, 2018 (in USD) 

 

 
 

Shareholders’ 
contributions 

 

 Items      Capital     
Legal 

   reserve    
Other 

 reserves  
Accumulated  
       loss               Total       

      
Balances as of December 31, 2016 21,101,097 2,547 288 (3,292,058) 17,811,874 
      
Capital increase (1) 4,200,000 - - - 4,200,000 
Capital increase (2) 2,000,000 - - - 2,000,000 
Net loss for the year                  -             -                - (  4,106,109) (  4,106,109) 
      
Balances as of December 31, 2017 27,301,097     2,547           288 (  7,398,167) 19,905,765 
      
Appropriation to statutory reserves (3) - 113,537 2,157,210 (  2,270,747) - 
Net loss for the year                 -             -                - (  5,478,506) (  5,478,506) 
      
Balances as of December 31, 2018 27,301,097 116,084 2,157,498 (15,147,420) 14,427,259 
      

 
(1) As voted at the UGEN Sociedad Anónima Extraordinary Shareholders’ Meeting held on June 30, 2017. 
(2) As voted at the UENSA Sociedad Anónima Extraordinary Shareholders’ Meeting held on September 30, 2017.  

             (3)  As voted at the RIO ENERGY Sociedad Anónima Ordinary Shareholder's Meeting held on April 24, 2018. 
  
 
          The accompanying notes are part of these combined financial statements. 
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RIO ENERGY S.A., UGEN S.A. and UENSA S.A. 
 

COMBINED STATEMENT OF CASH FLOWS  
for the year ended December 31, 2018 (in USD) 

 
 
CAUSES OF CHANGES IN CASH   12/31/2018   12/31/2017  
    
Operating activities    
    
Loss for the year  (    5,478,506) (    4,106,109) 
    
Adjustments for:    
   Income tax   (       234,190) (       665,368) 
   Depreciation of property, plant and equipment   13,416,900 9,334,646 
   Foreign exchange loss  39,580,973 8,718,085 
   Accrued interest, net  44,163,060 3,253,743 
   Other income and expenses  (    4,090,037) - 
    
Changes in operating assets and liabilities:    
   Increase in accounts receivable  (  15,241,145) (    6,665,717) 
   Decrease in other receivables  68,618 777,863 
   Decrease in tax receivables  15,849,341 3,233,992 
   Increase in trade accounts payable  11,573,515 868,862 
   Increase (decrease) in taxes payable  28,812 (         19,379) 
   Increase (decrease) in other liabilities          491,019 (    2,157,604) 
   Increase in tax receivables due to recoverables taxes paid for   

property, plant and equipment  (  38,228,769) (  51,609,756) 
  Increase in tax receivables due to recoverables taxes paid for   

financing activities  (    6,427,128)                    - 
Net cash flows generated by (used in) operating activities    55,472,463 (  39,036,742) 
    
Investing activities    
   Interest income  447,393 288,440 
   Loans granted  (  35,610,000) - 
   Advanced to purchase property, plant and equipment  (    2,497,006) - 
   Acquisition of spare parts  (    3,223,759) (       531,840) 
   Payments of property, plant and equipment (including unpaid 

amounts at the beginning of the period)  (312,224,070) (255,360,623) 
Net cash flows used in investing activities  (353,107,442) (255,604,023) 
    
Financing activities    
   Proceedings from the issue of senior secured notes  850,000,000 - 
   Interest paid on senior secured notes  (  24,723,000) - 
   New loans   49,000,000 305,299,992 
   Payments of loans, interest and financing expenses  (463,678,487) (    6,663,074) 
Net cash flows provided by financing activities  410,598,513 298,636,918 
    
Net increase in cash  112,963,534 3,996,153 
    
Cash and cash equivalents at the beginning of year   6,363,169 2,367,016 
Cash and cash equivalents at the end of the year   119,326,703     6,363,169 
Net increase in cash  112,963,534     3,996,153 
    
 

Transactions that did not require the use of cash as of December 31, 2017   
Purchases of property, plant and equipment in the amount of $ 31,579,633, which were paid by its financial creditor on 
behalf of MSU Energy.  
Other receivables (VAT tax receivables) in the amount of $ 1,953,369 were paid by its financial creditor on behalf of 
MSU Energy. 
 

Property, plant and equipment in the amount of $ 1,994,474 was contributed by the common MSU Energy’s shareholder 
as a capital contribution.  
Loans in the amount of $ 6,200,000 were converted into share capital. 
 
The accompanying notes are part of these combined financial statements. 
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NOTES TO THE COMBINED FINANCIAL STATEMENTS 
as of December 31, 2018 (in USD) 
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NOTE 1 - INFORMATION ABOUT THE GROUP 
 
1.1) Purpose of these combined financial statements 

 
Rio Energy S.A., UGEN S.A. and UENSA S.A. are part of MSU group of companies. These three entities 
operate under common control and have the same management and board of directors. Consequently, these 
combined financial statements have been prepared as if Rio Energy S.A., UGEN S.A. and UENSA S.A. were 
a single organization (“the MSU Energy group” or “MSU Energy”) through the aggregation of their financial 
statements and the elimination of transactions and balances between them.  
 
On October 31, 2018, the Shareholders, in their Extraordinary Meeting decided, among other matters, to 
approve the merger between RIO ENERGY S.A., UGEN S.A. and UENSA S.A., effective as from January 1, 
2019. This merger is aimed at centralizing the business conducted by these companies in only one organization. 
At the merger effective date UGEN S.A. and UENSA S.A shall be dissolved without being wound up (Notes 
17 and 18). 
 
These non statutory combined financial statements have been prepared by management to provide financial 
information to the financial creditors of the entities and other interested parties pursuant to the debt issuance 
made in January 2018 (Note 13 a). 

 
1.2) Description of the business 
 
According to the Secretary of Electric Energy (“SEE”) Resolution No. 21/2016 dated March 22, 2016, such 
secretary called for a bidding process for new capacity of thermal generation and electricity production 
associated with the commitment of being available in the Wholesale Electric Market to meet the basic 
requirements of demand in the season periods of summer 2016/2017, winter 2017 or summer 2017/2018. In 
the same resolution, the Secretary of Energy instructed Compañía Administradora del Mercado Mayorista 
Eléctrico S.A. (“CAMMESA”) to define the terms and conditions of the supply under the bidding process and 
submit the results thereof for approval. 
 
MSU Energy was awarded three projects consisting in adding a joint nominal power of 450 MW to the 
Argentine Interconnection System (“SADI”) through the installation of three thermoelectric power stations 
(the Plants): 
 
• the General Rojo thermoelectric power station in the town of General Rojo, in the rural area of San Nicolás 

de los Arroyos, Province of Buenos Aires, was authorized by CAMMESA to conduct commercial 
operations with SADI on June 13, 2017; 
 

• the Barker thermoelectric power station in the town of Barker, Province of Buenos Aires, was authorized 
by CAMMESA to conduct commercial operations with SADI on December 29, 2017, and 
 

• the Villa Maria thermoelectric power station in the town of Villa María, Province of Córdoba, was 
authorized by CAMMESA to conduct commercial operations with SADI on January 25, 2018. 

 
Under the regulatory system created by the foregoing SEE Resolution No. 21/2016, the group entities will sell 
all the output of the Plants through multiple power purchase agreement entered into by the entities and 
CAMMESA in 2016, in connection with a monthly average contracted capacity of 433 MW for a ten year term 
as awarded by Resolutions 261/2016; 216/2016 and 387-E/2016 issued by the Secretary of Energy (the 
Wholesale Demand Agreements). 
 
In addition, on October 17, 2017, SEE Resolution No. 926 – E/2017 authorized CAMMESA to enter into a 
new Wholesale Demand Agreement with each of the group entities as part of a “combined cycle (4+1)” project.  
 
On April 6, 2018, each of the entities entered into a new Wholesale Demand Agreement with CAMMESA 
through the installation of a fourth gas turbine and one steam turbine in each thermoelectric power stations. 
The associated supply agreement will be effective for a term of 15 years as from the start-up expected by year 
2020.  
 

  



RIO ENERGY S.A.; UGEN S.A. and UENSA S.A. 
 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
as of December 31, 2018 (in USD) 
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NOTE 2 - BASIS OF PRESENTATION 
 
2.1) Statements of compliance 
 
These combined financial statements have been prepared in accordance with the IFRS as issued by the 
International Accounting Standards Board (“IASB”).  
 
The issuance of these combined financial statements ended December 31, 2018 was authorized by the board 
of directors on March 22, 2019. 
 
2.2) Preparation of the combined financial statements  
 
All intra-group balances, transactions, income and expenses and profits and losses, including unrealised profits 
arising from intra-group transactions, have been eliminated on combination. 
 
2.3) Basis for measurement and presentation 
 
These combined financial statements have been prepared on the historical cost basis. 
 
The presentation in the combined statement of financial position makes a distinction between current and non 
current assets and liabilities. Current assets and liabilities are those expected to be recovered or paid within 
twelve months after the reporting date. In addition, MSU Energy reports the combined statement of cash flows 
by the indirect method. 
 
These combined financial statements are stated in USD, except as otherwise indicated. 
 
2.4) Translation of combined financial statements 
 
(a) Functional currency 
 
MSU Energy´s functional currency is the US dollar, determined on the basis of the analysis of various relevant 
factors set forth in IAS 21 Foreign Curency. 

(b) Transactions and balances 
 
Transactions denominated in foreign currencies (all currencies other than the functional currency) are 
translated to the functional currency by applying the exchange rates prevailing at the dates of the transactions 
or the fair value measurement, as the case may be. The combined statement of profit or loss and other 
comprehensive income includes foreign exchange gains or losses derived from the settlement of these 
transactions and the translation at exchange rates prevailing at year-end of monetary assets and liabilities with 
an original currency other than the US dollar. 
 
Foreign exchange differences are presented in the combined statement of profit or loss and other 
comprehensive income in the financial income or financial expenses line.  
 
2.5) Significant accounting policies 
 
The main accounting policies applied to the preparation of these combined financial statements are consistent 
with those applied to the preparation of the combined financial statements under IFRS for the year ended 
December 31, 2017, except the standards that became effective for fiscal years beginning on or after January 
1, 2018. 
 
2.5.1) The following standards have been applied by the group at the beginning of this year:  
 
(a) IFRS 9 Financial Instruments was issued by the IASB in July 2014 and replaces IAS 39 Financial 

Instruments: Recognition and Measurement. It includes a new classification and measurement approach 
applicable to financial assets, reflecting the entity's business model for managing the financial assets and 
the contractual cash flow characteristics of the financial assets. IFRS 9 includes three main classification 
categories for financial assets: measured at amortized cost, at fair value through other comprehensive 
income (“FVOCI”), and at fair value through profit or loss (“FVTPL”). The existing IAS 39 categories of 
held to maturity, loans and receivables and available-for-sale were removed. IFRS 9 also includes the 
requirements for the recognition and measurement and the derecognition of financial liabilities. 

 



RIO ENERGY S.A.; UGEN S.A. and UENSA S.A. 
 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
as of December 31, 2018 (in USD) 
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NOTE 2 - BASIS OF PRESENTATION (cont.) 
 
2.5) Significant accounting policies (cont.) 

 
The Group’s Management has assessed the IFRS impact on the Group’s financial statements as follows: 
 
Recognition and measurement of financial assets and liabilities 

 
The financial assets classified as loans and accounts receivable and recognized at amortized cost are held 
within a business model, whose objective is to collect contractual cash flows that are solely payments of 
principal and interest on the principal amount outstanding.  The Group’s Management presents such financial 
assets at amortized cost after applying IFRS 9.  

 
Financial assets measured at fair value through profit or loss will continue to be measured on the same basis 
according to IFRS 9.   
 
Recognition of the Group’s financial liabilities is not changed, as the standards only affect recognition of 
financial liabilities designated as at fair value through profit or loss and the Group’s Management has not 
identified this type of liabilities. The requirements related to the recognition of financial assets and financial 
liabilities were moved from IAS 39 to IFRS 9, without changes.  
 
Impairment of financial assets and liabilities 

The new impairment model requires recognition of provisions for impairment based on expected credit losses 
(“ECL”) and not only incurred credit losses as stated in IAS 39.  It is applied to financial assets recognized at 
amortized cost, debt instruments measured at fair value through other comprehensive income, contractual 
assets according to IFRS 15 Revenue from contracts with customers, lease receivables, loan commitments and 
financial guarantee contracts.  Based on the assessment conducted, the Group’s Management considers that 
there are no credit losses to be recognized in connection with financial assets as of December 31, 2018.    
 
Hedge accounting  

 
MSU Energy holds no open hedging instruments as of December 31, 2018. Consequently, the Group’s 
Management considers that the requirements of IFRS 9 have no effect on the financial statements. 
 
Presentation and disclosure of financial assets and liabilities 

 
IFRS 9 requires that interest income on financial assets and credit impairment losses be presented on separate 
lines in the statement of profit or loss and other comprehensive income, whereas the impairment of other 
financial assets is presented within finance costs. 
 
IFRS 9 requires further disclosures involving hedge accounting, credit risk and expected credit losses. The 
Group’s Management considers that the implementation of IFRS 9 has no material impact on its financial 
information, as the companies have not applied hedging accounting and the credit risk as well as the expected 
credit losses are not significant based on previuos experience and the estimations made. 
 
MSU Energy has applied the exemption contained in IFRS 9 not applying the classification and measurement 
requirements (including impairment) retrospectively. Therefore, the comparative figures have not been 
modified and the information presented in the fiscal year of 2017 has not been prepared according to the 
requirements of IFRS 9 but to those of IAS 39. No other differences between the carrying amounts of financial 
assets and financial liabilities arising from IFRS 9 that should be recognized in accumulated gains/losses as 
from January 1, 2018.  
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NOTES TO THE COMBINED FINANCIAL STATEMENTS 
as of December 31, 2018 (in USD) 
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NOTE 2 - BASIS OF PRESENTATION (cont.) 
 
2.5) Significant accounting policies (cont.) 

 
(b) IFRS 15 sets forth a comprehensive framework to determine the amount and timing of revenue recognition. 

It replaces existing guidelines on revenue recognition, including IAS 18 Revenue from operating activities. 
 

This standard sets forth a single revenue recognition and measurement model for all industries based on the 
following five steps: 
 

1. Identify the contract/s with a customer: a contract is an agreement between two or more parties that 
creates enforceable rights and obligations.  
 

2. Identify the performance obligation in the contract: a contract includes promises to transfer goods or 
services to a customer.  
 

3. Determine de transaction price: the amount of the consideration to satisfy the performance obligation. 
 
4. Allocate the transaction price to the performance obligations in the contract, based on the different 

methods described in the standard. 
 
5. Recognize revenue when (or as) the entity satisfies a performance obligation identified in the contracts 

with customers. 
 

Based on this five step model, revenues are recognized in accordance with the compliance of each of the 
performance obligations arising from the contracts, in the amounts of the price allocated to each performance 
obligation, when each obligation is satisfied. 

 

Revenues are measured on the basis of the value specified in the agreement entered into with the client. 
 
As mentioned on notes 1.2 and 15, MSU Energy has entered into Wholesale Demand Agreements with 
CAMMESA for a term of ten years. Based on those agreements, MSU Energy will sell:  
 
1) Availability of contracted capacity, and 
 
2) Supply of power 
 
Availability of contracted capacity 
 
Pursuant to the terms of the Wholesale Demand Agreements, MSU Energy makes available to CAMMESA 
the contracted capacity and support it with the turbines committed.  
 
Consequently, MSU Energy recognizes revenues from availability of contracted capacity over time by 
applying the straight line method over the term of the agreements. The amount of future minimum collections 
considering a 100% of availability, is as follows: $ 105,513,120 until 12 months; $ 527,565,600 between one 
and five years; and $ 300,528,455 over five years. 
 
Supply of power 
 
Regarding the second component, revenues are recognized as energy is supplied to the Argentine 
Interconnection System (“SADI”). 
 
2.5.2) The main accounting policies applied in the preparation of these combined financial statements are 
presented below: 

(a)  Property, plant and equipment  
 
The items of property, plant and equipment are recognized at acquisition cost less accumulated depreciation, 
if applicable, and impairment losses, if any. The historical cost includes the spot purchase price and expenses 
directly attributable to bringing the asset to the location and condition necessary for it to be capable of operating 
as expected by management. When parts of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and equipment.  
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NOTE 2 - BASIS OF PRESENTATION (cont.) 
 
2.5) Significant accounting policies (cont.) 
 
(a) Property, plant and equipment (cont.) 
 
Work in progress (the plant under construction) are stated at cost incurred to the date on which the plant is 
granted an authorization to operate. Until that date, the cost of work in progress includes the capitalization of 
interest accrued at the effective interest rate relating to the external borrowings, under the terms of IAS 23. 
The disbursements arising from feasibility studies before deciding whether to invest in an asset or deciding 
which asset to acquire were recorded as expenses as they were incurred. 
 
On June 13, 2017, and December 29, 2017 turbines 01, 02, and 03 of General Rojo and Barker Thermoelectric 
Power Stations were authorized to conduct commercial operations with the SADI. Therefore, acquisition and 
construction costs started to be depreciated by applying the straight line method throughout the term of the 
Wholesale Demand Agreement entered into with CAMMESA in 2016 (i.e. 10 years), and the related 
depreciation expense is charged to cost of sales of the year. The book value of the land where the plant is 
located is not subject to depreciation. As from January 1, 2018, MSU Energy adopted a different depreciation 
method for the thermal power plants, as described in Note 3.1. 
 
The useful life of items of depreciable property, plant and equipment other than the plants has been estimated 
at 3 years (computers) and at 5 years (vehicles, tools, furniture and fixtures). 
 
(b) Borrowing costs 

 
Costs related to financial liabilities that are directly attributable to the acquisition, construction or production 
of an asset that necessarily takes a substantial period of time to get ready for its intended use or sale is 
capitalized as part of the cost of that asset. 
 
 All other costs related to financial liabilities are recognized as an expense in the year in which they are incurred 
(see Note 2.5.2.c). Costs related to financial liabilities include interest and other costs incurred by an entity in 
connection with the borrowing of funds. 
 
As of December 31, 2018 and 2017, the Company had capitalized costs related to financial liabilities in the 
amounts of $ 9.220.319 and $ 27.620.979, respectively.  
 
(c) Financial income and expenses 
 
Financial income comprises interest income accrued on the financial loan and interest on investments. 
Financial expenses comprise interest expenses derived from obtaining loans or financing of any nature. The 
costs associated with loans which are not directly attributable to the acquisition, construction or production of 
an asset qualifying for interest capitalization are recognized in profit or loss under the effective interest rate 
method.  
 
Exchange gains/losses results from the translation of monetary assets and liabilities denominated in currency 
other than US dollars by applying the exchange rate prevailing at year-end. (See Note 2.4.b) 
 
Financial income and expenses are recognized by applying the effective interest rate method. 
 
(d) Current and deferred income tax and minimum presumed income tax  
 
Income tax for the year comprises current and deferred tax. Income tax is recognised in the statement of profit 
or loss and other comprehensive income, except to the extent that it relates to items recognised directly in 
equity, in which case it is recognised in equity. 
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NOTE 2 - BASIS OF PRESENTATION (cont.) 
 
2.5) Significant accounting policies (cont.) 

 
(d) Current and deferred income tax and minimum presumed income tax (cont.) 
 
Current tax is the expected tax payable on the taxable income for the year for each of the entities, using tax 
rates enacted or substantively enacted at the balance sheet date, and any true-up in respect of previous years. 
The effective tax rate in Argentina applicable on taxable income or loss for the year ended as December 31 
2018 and 2017 is 30% and 35 %, respectively. 
 
Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax is based 
on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax 
rates enacted or substantively enacted at the balance sheet date. On December 29, 2017 the Argentine 
Government enacted Law No 27.430 amending the Income Tax Law, including among changes, the reduction 
of the tax rate for corporations from 35% to 30% for fiscal years beginning on or after January 1, 2018 and to 
25% for fiscal years beginning on or after January 1, 2020. 
 
A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be 
available against which the temporary difference can be utilised.  
 
The entities in the MSU Energy group provide for the tax on presumed minimum income (IGMP) by applying 
the effective 1% rate on the taxable assets at year-end. This tax is supplementary to income tax. The IGMP 
liability at the reporting date will be represented by the higher of the IGMP amount assessed and the current 
income tax liability. When IGMP exceeds income tax payable in a given fiscal year, such excess can be 
computed as a prepayment of future income taxes payable in any of the next ten fiscal years. As of December 
31, 2018 and 2017, the Company records no minimum presumed income tax. 
 
(e) Cash and cash equivalents 
 
Cash and cash equivalents in the combined statement of cash flows comprises cash and short-term highly 
liquid investments with maturity dates of of three months or less from the date of acquisition.  
 
(f) Equity accounts 
 
Share Capital  
 
It includes the nominal amount of the owners´ contributions in accordance with the provisions of the Argentine 
corporate law. 
 
Legal reserve 
 
In accordance with the legal and statutory provisions, each of the combined legal entities must appropriate to 
a legal reserve an amount not lower than 5% of net income resulting from the aggregation of the statutory net 
income for the year, prior year adjustments (if any), the transfer of other comprehensive income to accumulated 
income/loss and prior-year accumulated losses, until the legal reserve is equal to 20% of the share capital. 
 
Other reserves 
 
The Board appropriates part of prior year profit to set up a voluntary reserve. 
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NOTE 2 - BASIS OF PRESENTATION (cont.) 
 
2.5) Significant accounting policies (cont.) 
 
(f) Equity accounts (cont.) 
 
Acccumulated loss 
 
The entities belonging to MSU Energy Group cannot distribute earnings until the amount required per year for 
the legal reserve is reached. 
 
2.6) New and revised IFRS not yet effective  
 
MSU Energy has evaluated that the impact on its comprehensive profit or loss and financial position of the 
IFRS 16 Leases (that sets the principles for the recognition, measurement, presentation and disclosure of leases 
applicable to both parties of an agreement, i.e. the customer (“lessee”) and the supplier (“lessor”) is not 
significant. IFRS 16 will be effective as from January 1, 2019.  
 
The following new or revised standards are not expected to have a significant impact on the MSU Energy’s 
combined financial statements: 
 
- IFRIC 23 uncertaincy over income tax treatments.  

 
- Prepayments features with negative compensation (amendments to IFRS 9).  

 
- Pension plan amendment, curtailment or settlement (amendments to IAS 39). 

 
- Annual improvements to IFRS – 2015-2017 cycle - various standards 
 
- Amendments to references to Conceptual Framework in IFRS Standards. 

 
- IFRS 17 Insurance contracts. 
 
 
NOTE 3 - USE OF JUDGMENT AND ESTIMATES 
 
The preparation of these combined financial statements under IFRS requires Management to apply judgment, 
estimates and assumptions that affect the application of accounting policies and the amounts of assets, 
liabilities, revenues and expenses reported.  
 
The related estimates and assumptions are based on expectations and other factors deemed reasonable in the 
circumstances, the results of which are the basis of judgment on the value of assets and liabilities not easily 
evident from other sources. The actual value of future results may differ from these estimates. 
 
Estimates and underlying assumptions are continuously reviewed. The effect of reviews of accounting 
estimates is prospectively recognized. 
 
The critical judgments made in the application of accounting policies to these combined financial statements 
are related to the type of disbursements to be capitalized, such as property, plant and equipment (see Note 
2.5.2.a), as the determination of capitalizable items requires a high degree of professional judgment. 
 
At the same time, Management recognizes estimation uncertainties with a significant effect on amounts 
recognized in these combined financial statements in relation to the following: 
 
- the assumptions to determine the amount of deferred tax assets related to estimated tax losses. 
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NOTE 3 - USE OF JUDGMENT AND ESTIMATES (cont.) 

 
3.1) Changes in accounting estimates 
 
As from January 1, 2018, MSU Enegy applies the units of production method to recognize the depreciation of 
turbines, machinery and equipment composing Thermal Power Plants, as it considers that this method provides 
a better measurement of the profits that these assets are expected to bring to the Companies. Based on this 
method, the related depreciation expense is charged to P&L for the year based on the use of the Plants. The 
book value of the land where the Thermal Power Plants are located will not be depreciated. The buildings that 
are part of Thermal Power Plants are depreciated over 30 years by applying the straight line method. 
 
On January 25, 2018, turbines 01, 02, and 03 of Villa María Thermal Power Plant were authorized to operate 
with the SADI. Therefore, as in the case of Rojo and Barker Thermal Power Plants, plant acquisition and 
construction costs started to be depreciated by the units of production method. The book value of the land 
where the Thermal Power Plants are located will not be depreciated. The buildings that are part of Villa Maria 
Thermal Plant are depreciated over 30 years by applying the straight line method. Accordingly, the related 
depreciation was charged to P&L for the year. 
 
MSU Energy has considered 30% of the cost of each thermal power plant as residual value, which is not subject 
to depreciation.  
 
NOTE 4 - OPERATING SEGMENTS 
 
Considering that MSU Energy has a single customer - CAMMESA (Note 15), which is the administrator of 
the Wholesale Electricity Market (“WEM”) and the supply of power into the SADI, MSU Energy has 
determined only one operating segment.  
 
All of MSU Energy’s non-current assets are located in Argentina as of December 31, 2018 and December 31, 
2017. 

NOTE 5 - EARNINGS PER SHARE 
 
Basic 
 
The basic loss per share were calculated by dividing loss for the year by the number of weighted-average 
number of ordinary shares outstanding.  

  12/31/2018  12/31/2017 
   
Loss for the year  (    5,478,506) (    4,106,109) 
   
Weighted-average number of ordinary shares outstanding 381,773,000 321,338,024 
   
Basic loss per share   (        0.0144) (         0.0128) 
   

 
Diluted 
 
The diluted earnings per share do not differ from the basic earnings per share because MSU Energy has no 
dilutive instruments. 
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NOTE 6 - INCOME TAX  
 
The breakdown of the main components of deferred tax assets and liabilities is as follows: 

  12/31/2018  12/31/2017 
Deferred tax assets and (liabilities)   
   Accumulated tax losses carried forward 81,757,029 30,607,148 
   Property, plant and equipment  (81,050,875) (29,431,619) 
   Loans 609,996 (     287,736) 
   Others (     177,475)        16,692 
   
      Total   1,138,675      904,485 
   
As indicated in note 2.5.d), the income tax rate for fiscal years beginning on or after January 1, 2018 is 30%, 
and 25% for fiscal years beginning on 2020. Carryforward tax losses were measured at the rate of the year on 
which it is expected to be compensated (30% and 25%) As of December 31, 2018, carryforward tax losses 
estimated in relation to the income tax are broken down as follows, according to their date of origin: 

 Year      Amount     Expires in 
   

2015 30,530 2020 
2017  12,232,906 2022 
2018 69,493,593 2023 

   
Total 81,757,029  

   
 
The changes in deferred tax assets are as follow: 
 
  12/31/2018  12/31/2017 
   
At the beginning of the year 904,485 239,117 
   
Deferred income tax benefit    234,190    665,368 
   
At the end of the year 1,138,675    904,485 
   
The actual income tax (charge) benefit differs from the theoretical amount to be obtained in case of using tax 
rate applicable to income tax, as follows: 

 
 12/31/2018  12/31/2017 

   
Loss before income tax (5,712,696) (4,771,477) 
   
Income tax for the year at the tax rate of 30% and 35% 1,713,809 1,670,017 
   
Valuation of deferred tax assets at the expected 

compensation rate (   273,114) (   336,933) 
Non-deductible expenses (   219,634) (   137,886) 
Others (   986,871) (   529,830) 
   
Total income tax benefit    234,190    665,368 
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NOTE 7 - FINANCIAL INSTRUMENTS - CLASSIFICATION AND RISK MANAGEMENT 
 
(a) Classification of financial instruments 
 
MSU Energy uses the following hierarchy to determine the fair value of its financial instruments: Level 1: 
Market prices (unadjusted) in active markets for identical instruments. Level 2: Other than quoted prices 
included within Level 1 that are observable either directly (i.e. as prices) or indirectly (i.e. derived from prices). 
and Level 3: Unobservable inputs (inputs for the asset or liability that are not based on observable market 
data), when there is little or no market information, then, MSU Energy develops its own assumptions. 

The table below shows the classification of financial instruments held by MSU Energy: 

 Balances as of December 31, 2018 

 Item  Note  Fair value   
 

Amortized cost  
Other financial 

    liabilities (**) 
      
Financial assets      
      
  Other financial receivables   - 11,427,965 - 
  Financial credits 12  - 37,875,796 - 
  Trade receivables   - 24,243,850 - 
  Cash and cash equivalents 8 (c)  119,326,703 (*)                  -                   - 
      
Total financial assets   119,326,703 73,547,611                   - 
      
Financial liabilities      
      
  Loans  8 (e)  - - 849,784,149 
  Trade accounts payable 8 (d)  - - 33,920,360 
  Other liabilities 8 (f)                    -                 -        947,823 
      
Total financial liabilities                     -                 - 884,652,332 
       

 
                                                    Balances as of December 31, 2017  

 Item  Note  Fair value 
Loans and 

  receivables    
Other financial 

    liabilities  (**)   
      
Financial assets      
      
  Other receivables 8 (a)  - 2,395,937 - 
  Trade receivables   - 7,344,029 - 
  Cash and cash equivalents 8 (c)      6,363,169  (*)                  -                   - 
       
Total financial assets       6,363,169   9,739,966                   - 
      
Financial liabilities      
      
  Loans  8 (e)  - - 382,297,148 
  Trade accounts payable 8 (d)  - - 149,973,223 
  Other liabilities 8 (f)                    -                 -        456,804 
      
Total financial liabilities                     -                 - 532,727,175 
      
(*) Level 1 
 
(**) Others financial liabilities are recognized at amortized cost. 
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NOTE 7 - FINANCIAL INSTRUMENTS - CLASSIFICATION AND RISK MANAGEMENT (cont.) 
 
(a) Classification of financial instruments (cont.) 
 
As of the date of issuance of these combined financial statements, the carrying amounts of financial 
instruments are a reasonable estimate of their related fair values. 
 
(b) Financial risk management 
 
Financial risk management is addressed by the global policies of MSU Energy, which are focused on the 
uncertainty of the financial markets and the alternatives to minimize the potential adverse effects on its 
financial performance. MSU Energy activities entail certain financial risks: 
 
1. Market risk 
2. Liquidity risk 
3. Credit risk 
 
The Administration and Finance Department is responsible for the financial risk management, which identifies, 
assesses and hedges the financial risks. Risk management policies and systems are regularly reviewed to reflect 
changes in market conditions and MSU Energy´s activities.  
 
1. Market risk 
 
Market risk stems from the potential fluctuation to which MSU Energy is exposed upon changes in fair value 
or future cash flows that may be adversely affected by changes in the exchange rates, interest rates or other 
variables.  
 
Below is a description of the referred risks as well as a detail of the extent to which MSU Energy is exposed, 
and a sensitivity analysis for potential changes in each of the relevant market variables. 
 
• Currency risk  
 
It is the risk that the fair value or future cash flows of financial instruments may fluctuate due to exchange rate 
changes. Given that the functional currency of MSU Energy is the US dollar, the currency increasing exposure 
in terms of effects on profit or loss is the Argentine peso (legal tender in Argentina). In order to minimize the 
results arising from exchange variations and, in an attempt to hedge the volatility risk in the fair value of assets 
and liabilities in foreign currency, MSU Energy seeks to maintain a balance between assets and liabilities.  
 
The table below provides a breakdown of the net monetary position of MSU Energy in its functional currency 
and its reporting currency: 

Net monetary position assets 
(liabilities) 

Functional currency  
(US dollar) 

Functional currency 
(US dollar) 

  12/31/2018     12/31/2017   
   

Argentine pesos 44,444,710 57,111,211 
   
Total 44,444,710 57,111,211 
   

 

  



RIO ENERGY S.A.; UGEN S.A. and UENSA S.A. 
 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
as of December 31, 2018 (in USD) 

 

17 
 

NOTE 7 - FINANCIAL INSTRUMENTS - CLASSIFICATION AND RISK MANAGEMENT (cont.) 
 
(b) Financial risk management (cont.) 
 
1. Market risk (cont.) 
 
• Currency risk (cont.) 

Based on the table above, the MSU Energy group’s analysis considers the exposure of local currency in relation 
to the US dollar (functional currency). MSU Energy estimates that, for each year, should other factors remain 
constant, a 5% strengthening (or weakening) of the local currency in relation to the functional currency at year-
end would increase (decrease) income before tax, as described in the table below (amounts stated in functional 
currency): 

     December 31, 2018            December 31, 2017        
 +5% -5% +5% -5% 
     
Argentine Pesos  2,339,195 (2,116,415) 3,005,853 (2,719,581) 
     
Total 2,339,195 (2,116,415) 3,005,853 (2,719,581) 
     

• Interest rate risk 

It is the risk of fluctuations in the fair value or future cash flows of certain financial instruments due to changes 
in market interest rates based on different maturity dates and currencies in which loans have been taken out or 
cash has been invested.  

 
To mitigate the interest rate risk, on February 1, 2018, MSU Group issued 7-year senior secured notes at a 
fixed interest rate of 6.875% (Note 13 a).   
 
In addition, on November 30, 2018, MSU Energy issued private senior secured notes at a variable LIBOR + 
11.25% rate with a maturity of five years as from the issue date (Note 13 b). 
 
2. Liquidity risk 

The liquidity risk is related to MSU Energy’s capacity to finance its obligations and investments and business 
plans with stable financing resources. It is also associated with the level of indebtedness and the maturity 
profile of loans. 
 
MSU Energy has sufficient credit facilities and holds, mainly, short term financial assets that can be easily 
converted into cash known beforehand.  
 
Furthermore, by issuing the senior secured notes on February 1, 2018, MSU Energy would have restructured 
its existing short-term and long-term liabilities as of December 31, 2017 (Notes 13 a). 
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NOTE 7 - FINANCIAL INSTRUMENTS - CLASSIFICATION AND RISK MANAGEMENT (cont.) 
 
(b) Financial risk management (cont.) 

2. Liquidity risk (cont.) 

The table below includes an analysis of assets and liabilities of MSU Energy by maturity. The amounts in the 
table are undiscounted contractual cash flows: 

Balances as of December 31, 2018 
 
 

 
0-3 months 3-6 months 6-9 months 9-12 months Over 1 year Total  

As of 12/31/2018        
        

Trade receivables 24,243,850 - - - - 24,243,850  
Financial credits - - - - 37,875,796 37,875,796  
Other financials   

receivables     2,523,404   1,049,050 1,049,050       764,728   6,041,733   11,427,965  
        

Total assets   26,767,254 1,049,050 1,049,050       764,728 43,917,529   73,547,611  
        

Other liabilities 236,955 236,956 236,956 236,956 - 947,823  
Loans 20,116,174 - - - 829,667,975 849,784,149  
Trade accounts 

payable 33,920,360 - - - - 33,920,360  
Taxes payables           81,701                  -                -                   -                  -          81,701  

        
Total liabilities   54,355,190      236,956    236,956      236,956 829,667,975 884,734,033  

 
Balances as of December 31, 2017 

   0-3 months     3-6 months       6-9 months     9-12 months 
     Over 
    1 year           Total        

As of 12/31/2017        
        
Trade receivables 7,344,029 - - - - 7,344,029  
Other receivables     2,395,937                  -               -                 -                   -     2,395,937  
        
Total assets     9,739,966                  -               -                 -                   -     9,739,966  
        
Other liabilities 456,804 - - - - 456,804  
Loans  14,434,803 32,940,588 8,032,514 11,916,764 314,972,479 382,297,148  
Trade accounts 
payable 149,973,223 - - - - 149,973,223  
Taxes payables          52,889                  -                -                  -                    -          52,889  
        
Total liabilities 164,917,719 32,940,588 8,032,514 11,916,764 314,972,479        532,780,064  

 
 
3. Credit risk 
 
The credit risk is defined as the possibility that a third party be unable to meet its contractual obligations, 
generating losses to MSU Energy.  

MSU Energy may face a credit risk related to the balances of trade receivables and tax receivables. Trade 
receivable balance comprises the value to be collected based on the agreements with CAMMESA for 
wholesale demand (Note 15). Regarding tax receivables, MSU Energy filed with the Energy Office the 
proceedings for the acknowledgement of the project as critical to be eligible to apply for the benefits under 
Law 26,360, which provides the early refund of the VAT. As of December 31, 2018, these filing were approved 
by the Energy Office.    
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NOTE 8 -  BREAKDOWN OF THE MAIN BALANCES OF THE COMBINED STATEMENT OF 

FINANCIAL POSITION 
 
a)  Other receivables   12/31/2018     12/31/2017   
   
Non current   
   Credit of compensatory agreement (Note  15)   15,040,287                     - 
   
Total   15,040,287                     - 
   
Current   
   Advances to suppliers 2,497,006 151,501 
   Expenses to be recovered 923 191,405 
   Shareholders’ and directors’ accounts (Note 11) 991,101 1,429,496 
   Other receivables with related companies (Note 11) 138,215 142,436 
   Loans to personnel 62,355 179,179 
   Security deposits  31,761 28,590 
   Others 250,000 250,000 
   Credit of compensatory agreement (Note 15) 5,614,129 - 
   Insurance         852,964          23,330 
   
Total    10,438,454     2,395,937 
   
(b) Tax Receivables   
   
Non current   
    Valued added tax receivables 15,781,854 23,564,175 
    Income tax receivables balance 1,699,123 23,839 
    Tax receivables balance        387,421        185,373 
   
Total   17,868,398   23,773,387 
   
Current   
    Valued added tax receivables 30,273,017 32,444,834 
    Tax to be recovered 567,509 1,147,253 
    Income tax receivables balance 444,720 300,278 
    Sales tax receivables balance - 209,667 
    Tax receivables balance - 108,780 
    Others          94,781          19,037 
   
Total   31,380,027   34,229,849 
   
(c) Cash and cash equivalents   
   
    Cash for specific use (Note 16) 91,833,536 - 
    Temporary investments 2,929,340 - 
    Cash    24,563,827     6,363,169 
   
Total 119,326,703     6,363,169 
   
(d) Trade accounts payables   
   
Non current   
    Provision for fines imposed by Cammesa (Note 15)   12,423,095                    - 
   
Total   12,423,095                    - 
  
Current 
    Ordinary  28,264,163 141,396,660 
    Deferred checks - 424,034 
    Provision for fines imposed by Cammesa (Note 15) 4,521,193 - 
    Accrued expenses    1,135,004     8,152,529 
   
Total  33,920,360 149,973,223 
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NOTE 8 -  BREAKDOWN OF THE MAIN BALANCES OF THE COMBINED STATEMENT OF 

FINANCIAL POSITION (cont.)  
 
(e) Loans    12/31/2018     12/31/2017   
   
Non current   
   Parent company (Notes 11 and 13) - 120,719,198 
   Senior secured notes (Note 13) 829,667,975 - 
   Banks Loans (Note 13)                     - 194,253,281 
   
Total (*) 829,667,975 314,972,479 
   
Current   
   Parent company (Notes 11 and 13) - 13,800,383 
   Senior secured notes (Note 13) 20,116,174 - 
   Loans with third parties (Note 13) - 1,180,382 
   Bank loans (Note 13)                    -   52,343,904 
   
Total    20,116,174   67,324,669 
 
(f) Other liabilities   
   
   Shareholders’ and directors’ accounts (Note 11) 789,303 221,000 
   Other payables        158,520        235,804 
   
Total        947,823        456,804    
(*)  At December 31, 2018 and December 31, 2017 includes expenses to be deferred for financing purposes net of 

$ 16,767,710 and $ 1,528,867, respectively. 
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NOTE 8 - BREAKDOWN OF THE MAIN ACCOUNT BALANCES OF THE COMBINED STATEMENT OF FINANCIAL POSITION (cont.) 
 
(g)  Property, plant and equipment 

Balances as of December 31, 2018 
   Cost    Depreciation      Net as of     

               Main account               
At beginning  
   of year       Additions       Transfers    

At 
    year-end     

Accumulated at 
beginning of 

        year         
Rate 

    %     

 
Amount  

(Note 9c) 

Accumulated  
at  

    year-end      12/31/2018   
          

Land 2,067,790 60,000 - 2,127,790 - - - - 2,127,790 
Thermoelectric power plants          
     Infraestructure 128,376,509 1,060,944 63,760,207 193,197,660 3,348,216 3.33% 4,493,068 7,841,284 185,356,376 
     Plant and equipments 191,772,111 276,667 99,689,834 291,738,612 5,704,692 (*) 8,419,970 14,124,662 277,613,950 
Tools 105,126 306,903 - 412,029 4,982 10% 33,751 38,733 373,296 
Computers 290,603 186,738 - 477,341 96,478 33% 127,590 224,068 253,273 
Vehicles 110,183 362,604 - 472,787 16,247 20% 94,221 110,468 362,319 
Facilities 1,941 4,464 - 6,405 194 20% 503 697 5,708 
Furniture and fixtures 77,157 56,242 - 133,399 6,226 20% 12,282 18,508 114,891 
Leasehold improvements 706,546 - - 706,546 176,637 20% 235,515 412,152 294,394 
Work in progress 161,648,839 184,475,803 (163,450,041) 182,674,601                - -                 -                - 182,674,601 
          
Total as of December 31, 2018 485,156,805 186,790,365                    - 671,947,170 9,353,672  13,416,900 22,770,572 649,176,598 
          

(*)   By units of production (see note 3.1) 
Balances as of December 31, 2017 

   Cost    Depreciation      Net as of     

               Main account               
At beginning  
   of year       Additions       Transfers    

At 
    year-end     

Accumulated at 
beginning of 

        year         
Rate 

    %     

 
Amount  

(Note 9c) 

Accumulated  
at  

    year-end      12/31/2017   
          

Land 1,440,750 627,040 - 2,067,790 - - - - 2,067,790 
Thermoelectric power plants          
      Infraestructure - 11,980,944 116,395,565 128,376,509 - 10% 3,348,216 3,348,216 125,028,293 
      Plant and equipments - - 191,772,111 191,772,111 - 10% 5,704,692 5,704,692 186,067,419 
Tools 18,758 86,368 - 105,126 425 10% 4,557 4,982 100,144 
Computers 103,026 187,577 - 290,603 17,209 33% 79,269 96,478 194,125 
Vehicles 72,055 38,128 - 110,183 1,200 20% 15,047 16,247 93,936 
Facilities - 1,941 - 1,941 - 20% 194 194 1,747 
Furniture and fixtures 3,835 73,322 - 77,157 192 20% 6,034 6,226 70,931 
Leasehold improvements - 706,546 - 706,546 - 20% 176,637 176,637 529,909 
Work in progress 79,479,476 390,337,039 (308,167,676) 161,648,839                - -                -                - 161,648,839 
          
Total as of December 31, 2017 81,117,900 404,038,905                    - 485,156,805      19,026  9,334,646 9,353,672 475,803,133 
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NOTE 9 -  BREAKDOWN OF THE MAIN BALANCES OF THE COMBINED STATEMENT PROFIT 
OR LOSS AND OTHER COMPREHENSIVE INCOME 

 
(a) Revenue 
 
On June 13, 2017 and December 29, 2017 turbines 01, 02, and 03 of General Rojo and Barker Thermoelectric 
Power Stations were authorized to conduct commercial operations with SADI.  
 
As from such date, the Wholesale Demand Agreements signed with CAMMESA on August 4, 2016 and July 
25, 2016 became effective, respectively. 
 
During current year, on January 25, 2018 turbines 01, 02, and 03 of Villa Maria Thermoelectric Power Station 
were authorized to conduct commercial operations with SADI. From such date, the Wholesale Demand 
Agreement signed with CAMMESA on December 29, 2016 became effective.  
  
 12/31/2018 12/31/2017 
   
Revenues from generation capacity  99,889,729 20,363,677 
Revenues from electricity dispached    6,900,192   2,022,846 
   
Total revenue 106,789,921 22,386,523 
   
(b) Net finance costs  
 12/31/2018 12/31/2017 
Financial income   
   
  Interest income     2,713,189      288,440 
   
Total financial income     2,713,189      288,440 
   
Financial expenses   
   
  Interest expense (  46,876,249) (  3,585,155) 
  Foreign exchange loss (  39,580,973) (  8,718,085) 
   
Total net finance costs (  86,457,222) (12,303,240) 
 
   
   
(c) Expense by nature 
 

  Marketing  Administrative   
 Items   Cost of sales      expenses     expenses 12/31/2018 12/31/2017       
Wages, salaries and social contributions 3,668,621 1,041,010 1,602,613 6,312,244 1,157,881 
Other personnel-related expenses 305,327 40,882 104,628 450,837 221,579 
Subcontracted labor 79,967 1,151 1,618 82,736 69,915 
Taxes, rates and contributions 357,537 4,290 1,265,692 1,627,519 584,961 
Professional fees 595,904 124,566 1,411,386 2,131,856 1,078,184 
Rentals 81,874 3,696 116,704 202,274 199,610 
Direct sales expenses 572,110 - - 572,110 520,468 
Depreciation (Note 8 g) 13,044,469 11,121 361,310 13,416,900 9,334,646 
Maintenance expenses 5,993,630 299 2,848 5,996,777 650,580 
Freight 160,105 1,738 5,978 167,821 50,882 
Travel and per diem expenses 335,038 18,119 91,899 445,056 283,002 
Telephone and communications 253,391 16,343 48,826 318,560 120,340 
Public services 4,730 326 4,400 9,456 5,439 
Fuels and lubricants 69,106 7,583 16,197 92,886 64,445 
Insurance 1,184,325 1,865 7,733 1,193,923 247,740 
Office supplies 31,716 7,336 37,731 76,783 114,719 
Institutional expenses 135,347 16,547 25,627 177,521 125,100 
Other expenses      125,034      45,907       52,563       223,504      313,709       
Total as of 12/31/2018 26,998,231 1,342,779 5,157,753 33,498,763  
      
Total as of 12/31/2017 12,645,145    182,411 2,315,644  15,143,200       
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NOTE 10 -  STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME BY EACH 
OF THE COMBINED ENTITES 

 
a) For the year ended December 31, 2018 is as follows: 

 
 Rio Energy S.A. UGEN S.A. UENSA S.A.     Total     
     
Net revenue 38,557,501 35,773,701 32,458,719 106,789,921 
Cost of sales (  9,102,853)  (  7,570,802) (10,324,576) (  26,998,231) 
     
Gross profit 29,454,648 28,202,899 22,134,143 79,791,690 
     
Marketing and administrative expenses (  3,779,637) (  1,479,053) (  1,241,842) (    6,500,532) 
Other income and expenses   4,155,112                  -       585,067     4,740,179 

     
Operating profit  29,830,123 26,723,846 21,477,368 78,031,337 

     
Financial income  1,625,517 590,361 497,311 2,713,189 
Financial expenses  (27,878,950) (33,155,163) (25,423,109) (  86,457,222) 
     
Net finance costs (26,253,433) (32,564,802) (24,925,798) (  83,744,033) 

     
Income (loss) before income tax 3,576,690 (  5,840,956) (  3,448,430) (    5,712,696) 

     
Income (loss) tax expense (    763,397)       914,570        83,017         234,190 
     
Net income (loss) for the year   2,813,293 (  4,926,386) (  3,365,413) (    5,478,506) 
     
Other comprehensive income                  -                  -                  -                    - 
     
Comprehensive income (loss)   2,813,293 (  4,926,386) (  3,365,413) (    5,478,506) 
 
  

   

b) For the year ended December 31, 2017 is as follows: 
 
 Rio Energy S.A. UGEN S.A. UENSA S.A.     Total     
     
Net revenue 22,167,425 219,098 - 22,386,523 
Cost of sales (12,508,501) (   136,644)                  - (  12,645,145) 
     
Gross profit 9,658,924 82,454 - 9,741,378 
     
Marketing and administrative expenses (  2,222,141)  (   113,912)  (     162,002) (    2,498,055) 
     
Operating profit (loss) 7,436,783 (     31,458) (     162,002) 7,243,323 

     
Financial income  164,575 26,805 97,060 288,440 
Financial expenses  (  5,143,492) (3,448,183) (  3,711,565) (  12,303,240) 
     
Net finance costs (  4,978,917) (3,421,378) (  3,614,505) (  12,014,800) 

     
Income (loss) before income tax 2,457,866 (3,452,836) (  3,776,507) (    4,771,477) 

     
Income (loss) tax expense (     850,356)    729,614      786,110        665,368 
     
Net income (loss) for the year   1,607,510 (2,723,222) (  2,990,397) (    4,106,109) 
     
Other comprehensive income                  -                 -                  -                    - 
     
Comprehensive income (loss)   1,607,510 (2,723,222) (  2,990,397) (    4,106,109) 
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NOTE 11 -  BALANCES AND TRANSACTIONS WITH EACH OF THE COMBINED ENTITIES 
SHAREHOLDERS AND OTHER RELATED COMPANIES 

 
1. Balances with shareholders   12/31/2018    12/31/2017   

    
Financial credits    
     MSU Energy Holding Ltd.  30,897,368 - 
     MSU Energy Investment Ltd.  6,978,428 - 
    
Other receivables    

Manuel Santos de Uribelarrea  13,762 27,820 
Manuel Santos Uribelarrea  13,303 26,892 
MSU Energy Investment Ltd.  964,036 1,077,114 
MSU Energy Holding Ltd.                 -        297,670 
  991,101     1,429,496 

Non current term loans    
     MSU Energy Holding Ltd.  - 74,841,920 

MSU Energy Investment Ltd.                 -   45,877,278 
                 - 120,719,198 

Current term loans     
     MSU Energy Holding Ltd.  - 8,518,880 
     MSU Energy Investment Ltd.                -     5,281,503 
  -   13,800,383 
Other liabilities    

MSU Energy Holding Ltd.  520,077 - 
Manuel Santos Uribelarrea        269,226        221,000 
    

2. Transactions with shareholders   12/31/2018   12/31/2017 
    
MSU Energy Holding Ltd.    

Loans received  - 78,800,000 
Capitalized loans  - 4,200,000 
Payment of principal and interest  84,723,929 1,400,000 
Interest capitalized to property, plant and equipment  - 5,473,664 
Interest loss recognized through profit or loss  876,825 2,359,717 
Loans granted  29,050,000 - 
Interest income  1,847,367 - 
    

MSU Energy Investment Ltd.    
Loans received  - 45,877,278 
Capitalized loans  - 2,000,000 
Payment of principal and interest  51,713,918 - 
Interest loss recognized through profit or loss  115,967 - 
Interest capitalized to property, plant and equipment  414,170 5,306,978 
Loans granted  6,560,000 - 
Interest income  418,428 - 
    

Manuel Santos Uribelarrea    
    Interest loss recognized through profit or loss  48,226 - 
    
3. Balance with related companies   12/31/2018    12/31/2017   

    

Other receivables    
Uonic S.A.  76,862 142,436 
Other related companies  61,353 - 
        

4. Transaction with related companies   12/31/2018    12/31/2017   
    

Uonic S.A.    
Expenses to be recover  84,724 142,436 

  Other related companies 
       Expenses to be recover       61,353                              -  
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NOTE 11 -  BALANCES AND TRANSACTIONS WITH EACH OF THE COMBINED ENTITIES 
SHAREHOLDERS AND OTHER RELATED COMPANIES (cont.) 

 
5. Balances and transactions with senior management and directors 
 
In the year ended December 31, 2017, loans have been granted to directors and key management personnel 
for $ 185,000. As of December 31, 2018 and December 31, 2017, the oustanding amount is shown in the line 
of loans to personnel under other receivables (Note 8a). 
 
During the year ended December 31, 2018 and December 31, 2017, the Board of Directors and Top 
Management were paid compensations for a total amount of $ 1,385,896 and $ 1,078,495 respectively. MSU 
Energy does not grant long-term benefits or share-based payments to its employees. Additionally, there are 
no unpaid balances or transactions that should be disclosed as of December 31, 2018 and December 31, 2017, 
respectively.   
 
NOTE 12 - FINANCIAL CREDITS 
 
On January 31, 2018, MSU Energy signed loans agreements with MSU Energy Holding Ltd. and MSU 
Energy Investment Ltd, in the amounts of $ 29,050,000 and $ 6,560,000, respectively at an annual fixed 
interest rate of 6.875%, which become due for payment in year 2025. In connection with such loans, as of 
December 31, 2018, MSU Energy has principal and interest receivable equivalent to the amount of                       
$ 37,875,796. 
 
NOTE 13 - LOANS BECOMING DUE 

(a) Senior Secured Notes (filled with the CNV) 
 

On February 1, 2018, MSU Energy issued Senior Secured Notes described as follows:  
 
- Principal amount: $ 600,000,000. 
 
- Gross Proceeds: $ 595,902,000. 
 
- Maturity Date: February 1, 2025. 
 
- Issue price: 99.317% of principal amount, plus accrued interest, from February 1, 2018. 
 
- Coupon: 6.875%. 
 
- Interest payment dates: February 1 and August 1 of each year, commencyng on August 1, 2018. 
 
In connection with this Senior Secured Notes and as of December 31, 2018, MSU Energy has principal and 
interest debt equivalent to the amount of $ 602,890,452 (Note 8 e). 
 
The proceeds from the placement of corporate bonds were used to settle trade and financial liabilities 
recognized as of December 31, 2017 owed to General Electric, BAF Latam Credit Fund B.V, and to its parent 
companies MSU Energy Holding Ltd. and MSU Investment Ltd, as well as the syndicated loan, the loan 
agreement payable and the loans with Mountain Top Holdings Group LTD, Orion Belt LTD, and MSB FBO 
Zilstar Investments LTD.  
 
(b) Private Senior Secured Notes  
 
On November 30, 2018, MSU Energy issued Senior Secured Notes described as follows:  
 
- Principal amount: $ 250,000,000. 
 
- Gross Proceeds: $ 246,875,000. 
 
- Maturity Date: November 30, 2023. 
 
- Issue price: 98.75% of principal amount. 
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NOTE 13 - LOANS BECOMING DUE (cont.) 

(b) Private Senior Secured Notes (cont.) 
 

- Coupon: LIBOR plus 11.25%. 
 
- Depreciation: capital shall be depreciated in 11 quarterly equal and consecutive installments after 30 

months from the date of issue. 
 
- Interest payment dates: to be paid quarterly on each February 28 and every 30th day of May, August and 

November. 
 
In connection with this Private Senior Secured Notes and as of December 31, 2018, MSU Energy has principal 
and interest debt equivalent to the amount of $ 246,893,697. (Note 8 e) 
 
The proceeds from the placement of private senior secured notes were used to settle BAF Latam Trade 
Finance Fund B.V. (Nota 13 c) and trade payables related to the construction agreement entered into 
with A-Evangelista S.A. (Note 15). 
 
In addition to what is stated in the last paragraph of Note 14 and in Note 16, private senior secured notes are 
secured by the fiduciary assignment of the collection rights arising from the purchase-sale agreement relating 
to combined cycle power. 
 
(c) Loans 
 
During 2018 MSU Energy signed loans agreement in the amount of $ 40,000,000 with BAF Latam Trade 
Finance Fund B.V, due on December 18, 2018. This loan was fully repaid on November 30, 2018. 
 
During the year ended December 31, 2018, MSU Energy settled the financial loans held as of December 31, 
2017 with BAF Latam Credit Fund B.V, with its parents companies MSU Energy Holding Ltd. and MSU 
Investment Ltd, the syndicated loan, Banco Industrial, the loan agreement payable and the loans with 
Mountain Top Holdings Group LTD, Orion Belt LTD, and MSB FBO Zilstar Investments LTD. 
 
The breakdown of loans per class with their related rate and maturity, comparative with the prior year is as 
follows: 

Class Currency 
Nominal 

interest rate Maturity 12/31/2018 12/31/2017 
Banco Industrial US dollar 8% 2018 - 6,945,389 

Banco Piano US dollar 4.5% 2018 - 2,002,466 
BAF Latam Credit Fund B.V. US dollar 9% 2018 - 23,605,922 

MSU Energy Holding Ltd US dollar 13% 2018 to 2020 - 35,461,804 
MSU Energy Investment Ltd US dollar 13% 2022 - 51,158,781 

MSU Energy Holding Ltd US dollar 13% 2022 - 8,602,081 
MSU Energy Holding Ltd US dollar 13% 2019 to 2022 - 39,296,915 

Syndicated loan US dollar (2) 2018 to 2022 - 107,565,833 
Syndicated loan US dollar (2) 2018 to 2022 - 102,904,402 

(1) US dollar 2.2% 2018 - 3,573,173 
Other loans US dollar 9% 2018 - 1,180,382 

Total - 382,297,148 
 

(1) Mountain Top Holdings Group LTD, Orion Belt LTD, and MSB FBO Zilstar Investments LTD. 
 

(2) The loan was agree at an annual nominal rate of 6.5% up to the effective date of the guarantee of GE 
International Inc. and then at an annual nominal rate of 7.5%, being interest paid on a quarterly basis. 
 

 

 

 



RIO ENERGY S.A.; UGEN S.A. and UENSA S.A. 
 

NOTES TO THE COMBINED FINANCIAL STATEMENTS 
as of December 31, 2018 (in USD) 

 

27 
 
 

 
NOTE 14 - CAPITAL AND PLEDGE OF SHARES 
 
On June 30, 2017, the UGEN S.A. Shareholders’ in their Extraordinary Meeting approved a capital increase 
by the majority shareholder MSU Energy Holding Ltd. in the amount of $ 4,200,000 (ARS 69,846,000), by 
which the combined capital was raised to $ 25,301,097 (ARS 347,153,000), made up of 347,153,000 common 
shares with a nominal value of ARS 1, one vote per share.This capital increase was registered with the 
Supervisory Board of Companies on January 8, 2018.  
 
On September 30, 2017, the UENSA S.A. Shareholders in their Extraordinary Meeting approved a capital 
increase by the majority shareholder MSU Energy Investment Ltd. in the amount of $ 2,000,000 
(ARS 34,620,000), whereby the combined capital was raised to $ 27,301,097 (ARS 381,773,000), made up 
of 381,773,000 common shares with a nominal value of ARS 1, one vote per share. This capital increase was 
registered with the Supervisory Board of Companies on January 17, 2018. 
 
As of December 31, 2018 and 2017 the common shares per each of the combined entities is as follows: 
 

 12/31/2018 12/31/2017 
Rio Energy S.A. 224,457,000 224,457,000 
UGEN S.A. 70,046,000 70,046,000 
UENSA S.A.   87,270,000   87,270,000 
 381,773,000 381,773,000 
   

As of December 31, 2017, the total common shares of: a) RIO ENERGY S.A. were subject to a first pledge 
in favor of GE Packaged Power Inc, and General Electric International, Inc, Argentine Branch pursuant to 
EPC Agreements of General Rojo, and to a second pledge in favor of all its creditors that are a party to the 
loan from First CarVal, the lender of funds to MSU Energy Holding Ltd, that were then granted as a loan to 
MSU Energy; b) UGEN S.A. were subject to a first pledge in favor of GE Packaged Power Inc, and General 
Electric International, Inc, Argentine Branch pursuant to EPC Agreements of Barker, and to a second pledge 
in favor of all its creditors that are a party to the loan from First CarVal, the lender of funds to MSU Energy 
Holding Ltd, that were then granted as a loan to MSU Energy and c) UENSA S.A. were subject to a first 
pledge for the benefit of General Electric International, Inc, Argentine Branch, and GE Global Parts & 
Products GMBH, pursuant to EPC Agreements of Villa María, and to a second pledge for the benefit of all 
its creditors that are a party to the second loan from Gramercy, the lender of funds to MSU Energy Investment 
Ltd, that were then granted as a loan to MSU Energy. 
 
Upon issuing the senior secured notes and cancelling the outstanding loans (see Note 13 a), each of the 
combined entities canceled the pledges on the shares mentioned above.  
 
As of December 31, 2018, 224,389,650 common shares representing 99.97% of RIO ENERGY S.A.’s capital, 
70,034,000 common shares representing 99.98% of UGEN S.A.’s capital and 85,690,500 common shares 
representing 98.19% of UENSA’s capital are subject to a first ranking pledge for the benefit of Citibank N.A. 
as security agent, pursuant to the issuance agreement regarding the private senior secured notes issued by 
MSU Energy (Note 13 b). 
 
NOTE 15 - CONTRACTUAL COMMITMENTS 
 
Agreement with CAMMESA for wholesale demand 
 
Based on the Argentine Government’s search for a comprehensive solution to the energy supply, on July 4, 
2016, through SEE Resolution No, 21/2016, Rio Energy S.A. was awarded in the bidding process an average 
144.22 MW of guaranteed capacity, by virtue of the purchase power agreement (“PPA”), Rio Energy S.A. 
agrees to add 150 MW of nominal power to SADI. 
 
Rio Energy S.A. agrees to sell the total output capacity by means of the regulatory scheme created by SEE 
Resolution No, 21/2016 through the Wholesale Demand Agreement entered into by and between the Rio 
Energy S.A. and CAMMESA dated August 4, 2016, involving power of 144,22 MW hired for a term of ten 
(10) years, at a price of $ 20,900 ($/MW-month) awarded by the SEE Resolution No, 21/2016 mentioned 
above, Fuel is provided by CAMMESA. 
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NOTE 15 - CONTRACTUAL COMMITMENTS (cont.) 
 
Agreement with CAMMESA for wholesale demand (cont.) 
 
On June 13, 2017, turbines 01, 02, and 03 of Thermoelectric Power Station Rojo, with a maximum capacity 
of approximately 50 MW each, were authorized to conduct commercial operations with SADI. 
 
As from such date, the Wholesale Demand Agreement signed with CAMMESA on August 4, 2016 became 
effective. 
 
On June 6, 2018 and by means of the provisions of Resolution No. 262 of the Ministry of Energy and Mining 
(“MEyM”), it was resolved that the amount of the penalties for noncompliance with the date agreed for the 
power stations start-up, as stated in the Wholesale Demand Agreement signed within the framework of SEE 
Resolution No. 21/2016, will be discounted from the amount to be received by the Power Generating Agent 
subject to the penalty by virtue of the related agreement. To such end, on June 11, 2018, CAMMESA notified 
Rio Energy S.A. that, under the terms and conditions of the Wholesale Demand Agreement signed between 
the parties for the construction of thermoelectric power plant in General Rojo (“Central Térmica General 
Rojo”), the penalty amounts to $ 18,084,770.  
 
Rio Energy S.A. appeared before CAMMESA to start the process for the resolution of disputes established 
by the agreement signed by them, as it considered that the delay was caused due to force majeure under the 
terms of section 21 of that agreement. Even though the process has not been completed to date, Rio Energy 
S.A. recorded in these financial statements a loss in the amount of $ 18,084,770. 
 
Moreover, Rio Energy S.A., pursuant to section 5.3.2 of the EPC-On- Shore Contract, is entitled to claim GE 
International Inc. (“GEII”) Sucursal Argentina for damages caused by the delay in the date of commencement 
of business in an amount of up to $ 22,464,640. On October 16, 2018, Rio Energy S.A. agreed with GE II the 
payment of the sum of $ 22,239,882 claimed, recognizing the corresponding income in these financial 
statements. As of December 31, 2018, receivables related to this item amount to $ 20,654,416 (Note 8 a).  
  
UGEN S.A. was awarded in the bidding process an average of 145,19 MW of guaranteed capacity, By virtue 
of the agreement entered into for wholesale demand, UGEN S.A. agrees to add 145,19 MW of nominal power 
to the SADI, UGEN S.A. will sell all its generation capacity of the Barker thermoelectric power station based 
on the regulatory system created by Resolution No, 21/2016 of the Secretary of Energy, through the PPA 
signed by UGEN S.A. and CAMMESA on July 25, 2016, in connection with the hired power of 145,19 MW 
for a term of ten (10) years, at a price of  $ 19,900 ($/MW-month) as awarded by Resolution 21/2016 issued 
by the Secretary of Energy the Wholesale Demand Agreement. 
 
On December 29, 2017, turbines 01, 02, and 03 of Thermoelectric Power Station Barker, with a maximum 
capacity of approximately 50 MW each, were authorized to conduct commercial operations with SADI. Since 
that date, the Wholesale Demand Agreement signed with CAMMESA on   July 25, 2016 became effective. 
 
By virtue of the agreement entered into for wholesale demand, UENSA S.A. agrees to add 143,14 MW of 
nominal power to the SADI, UENSA S.A. agrees to sell the output capacity by means of the regulatory 
scheme created by SEE Resolution No, 21/2016 through the PPA entered into by and between the UENSA 
S.A. and CAMMESA dated December 29, 2016, involving power of 143,14 MW hired for a term of ten (10) 
years, at a price of $ 19,900 ($/MW-month) adjudged by the SEE Resolution No, 21/2016. 
 
On January 25, 2018 turbines 01, 02, and 03 of Villa Maria Thermoelectric Power Station were authorized 
to conduct commercial operations with SADI. From such date, the Wholesale Demand Agreement signed 
with CAMMESA on December 29, 2016 became effective.  
 
Construction agreement with A-Evangelista S.A. 
 
In order to secure the works and supply of equipment necessary for the extension and conversion of the simple 
cycle power station into the combined cycle, on March 7, 2018, each of the combined entities entered into an 
individual contract with A-Evangelista S.A. for the supply of certain services, engineering services, 
procurement, construction and equipment, including a GE LM6000-PC Sprint turbine, a Baker Hughes GE 
steam turbine and four Vogt recovery steam generators. 
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NOTE 15 - CONTRACTUAL COMMITMENTS (cont.) 
 
Service agreement entered into with General Electric Packaged Power Inc. and GE International Inc. 
 
The Company has entered into long-term agreements with General Electric Packaged Power Inc. 
(manufacturer of the engines and equipment installed in the thermal power plants) and GE International Inc. 
in order to ensure compliance with the aforementioned Wholesale Demand Agreements by means of 
maintenance services, provision of spare parts and remote monitoring system. 
 
NOTE 16 - RESTRICTED ASSETS 
 
According to article 3 of Law No 23.756, in order to guarantee the issuance of the senior secured notes (Note 
13 a) on January 5, 2018, a pledge was made on the 3 GE Sprint LM6000-PC turbines installed in each 
thermoelectric power station and for the turbines GE LM 600PC Sprint to be install during 2019 in each 
plant. 
 
Cash specifically allocated (Note 8c) will be used to settle trade payables arising in 2019 in relation to the 
construction agreement entered into with A-Evangelista S.A. (Note 15). 
 
There are no other restricted assets as of December 31, 2018 and 2017 but it must be considered the mentioned 
in Note 14. 
 
NOTE 17 - MERGER 
 
On October 31, 2018, the Extraordinary Shareholders’ Meeting decided, among other matters, to approve the 
merger between RIO ENERGY S.A., UGEN S.A. and UENSA S.A., effective as from January 1, 2019, and 
UGEN S.A. and UENSA S.A. shall be dissolved without being wound up, increasing RIO ENERGY S.A.’s 
capital by AR$ 243,702,804 (243,702,804 shares with a nominal value of $1 per share). As a result, a reserve 
known as “capital surplus due to merger” in the amount of AR$ (473,368,048) is set up. 
 
The following swap ratio has been established between the shares to be settled by the merged companies and 
those to be received by the merging company. 
 

 
                     Company                    

Nominal 
value ($) 

Shares to  
be    settled   

 
Swap ratio 

Shares to be isseued  
by RIO ENERGY S.A. 

     
UGEN S.A. 1 70,046,000 1.832 128,320,550 
UENSA S.A. 1 87,270,000 1.322 115,382,254 
    243,702,804 

 
This merger is aimed at centralizing the business conducted by these companies in only one organization. 
 
 
NOTE 18 - SUBSEQUENT EVENTS 
 
On February 20, 2019, the CNV approved the merger between Rio Energy S.A. (merging company), and 
UENSA S.A. and UGEN S.A. (merged companies) and submitted the related files to the Supervisory Board 
of Companies (IGJ) for registration with the Public Registry. On March 1, 2019, the merger was approved 
by IGJ. 
 
Except as indicated in the paragraph above, no events or transactions have occurred from year-end to the date 
of issuance of these combined financial statements that would have a material effect on the financial position 
of MSU Energy at year-end or the results of operations for the year ended December 31, 2018. 
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EBITDA – Reconciliation with Comprehensive Income (NOT SUBJECT TO AUDIT OR REVIEW) 
 
The following table reconciles the EBITDA to the net income of each of the combined entities. 
 

a) For the year ended December 31, 2018 as follows: 
 

 Rio Energy S.A. UGEN S.A. UENSA S.A.      Total       
     
Comprehensive income (loss) (1) 2,813,293 (  4,926,386) (  3,365,413) (  5,478,506) 
     
Net finance costs 26,253,433 32,564,802 24,925,798 83,744,033 
     
Income tax 763,397 (     914,570) (      83,017) (    234,190) 
     
Depreciation and amortization   3,649,869   3,382,249  6,384,782 13,416,900 
     
EBITDA 33,479,992 30,106,095 27,862,150 91,448,237  

 
b) For the year ended December 31, 2017 as follows: 

 
 Rio Energy S.A. UGEN S.A. UENSA S.A.      Total       

     
Comprehensive income (loss) (2) 1,607,510 (  2,723,222) (  2,990,397) (  4,106,109) 
     
Net finance costs 4,978,917 3,421,378 3,614,505 12,014,800 
     
Income tax 850,356 (     729,614) (     786,110) (     665,368) 
     
Depreciation and amortization   9,182,134      142,976          9,536   9,334,646 
     
EBITDA 16,618,917      111,518 (     152,466) 16,577,969 
      
(1) The General Villa Maria power plant held by UENSA S.A. commenced operations on January, 25 2018. 

 
(2) The General Rojo power plant held by Río Energy commenced operations on June 13, 2017. The Barker power plant held by 

UGEN commenced operations on December 29, 2017. 
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