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Key Rating Drivers

Low-Risk Business: ISA’s (Interconexion Eléctrica S.A. E.S.P.) ratings are based on its low-risk
business, derived from the regulated nature of its revenues and its position as a natural monopoly
in the countries where it operates. During 2016, 74% of its revenues, excluding revenues
recognition of COP5.5 trillion for the compensation to Companhia de Transmissac de Energia
Elétrica Paulista S.A. (CTEEP), a subsidiary of ISA, came from its energy transmission business
located in Colombia, Brazil, Peru and Bolivia. This business line acts as a natural monopoly with
no exposure to demand risk.

Predictable Cash Flow: ISA's cash flow generation is predictable, supported by the regulated
nature of its main sources of revenues. The geographic and business diversification contributes to
operational stability and company mitigates its exposure to regulatory risk. Its cash flow form
operations will benefit in the medium term by charging COP5.5 trillion in terms of 2012 values,
2017 and 2025 for the compensation recognized to CTEEP due to the early renewal of its
concession in 2012.

Aggressive Growth Strategy: Fitch Ratings considers ISA’s ambitious growth strategy. By 2020,
the company targets to triple the net profit recorded in 2012. ISA's ratings incorporates a growing
strategy based on its active participation in bidding processes for the awarding of energy
transmission projects, as well as inorganic growth through the acquisition of stakes in companies
that operate in ISA’s core business.

Adequate Credit Metrics: ISA maintains an adequate financial overview, which compares
positively with other transmission companies in the region. ISA’s credit metrics reflect its strong
operating cash flow generation, moderate debts levels and adequate liquidity. Fitch expects ISA’s
consolidated leverage will be rise between 4 times (x) and 4.5x by 2017, trending toward 3.5x in
the medium term, given significant capital expenditures in the coming years, as well as acquisitions
announced for more than COP1 trillion, which are expected to be completed during 2017.

Adequate Liquidity: ISA’s liquidity is considered adequate and is characterized by healthy cash
on hand, strong cash from operations, manageable debt amortization and adequate access to local
and international capital markets. For 2017, Fitch expects an increase in ISA’s financing needs,
given the pressures projected in FCF because of capex requirements, as well as the acquisitions
announced during the year. In the absence of additional investments, the FFL should turn neutral
or positive in the medium term.

Rating Sensitivities
The main factors that individually or collectively could lead to a negative rating action include a
sustained increase in leverage above 4,5x on a consolidated or non-consolidated basis; regulatory,
changes that put significant pressures on ISA’s cash flow generation and a more aggressiv
growth strategy that entails important increases of capital expenditures, acquisition
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Debt maturities Financial Overview

(COP million, December 31, 2016)

2017 1.564.280,7 Liquidity and debt structure

2018 1.516.791,9 ISA’s financial debt maturity profile is manageable with amortizations schedule until 2042. At the end of 2016, the
2019 1.754.618,7 short-term debt represented around 13% of the total debt at the consolidated level. In the medium term, it is
2020 2.519.984.4 expected that the liquidity remains adequate as a result of the generation of stable cash flow from operations and
2021 n.a. the access to long term financing. ISA has adequate access to national and international capital markets. In April
After five years 5.115.748,7 2017, the company placed COP700 billion in local bonds with maturities up to 25 years, improving its maturity
Total maturities 12.471.424,5 profile.

n.a.:not available.

Source: ISA and Fitch's calculations. Aligned with Fitch's expectations, EBITDA's increase, after the expansion of its asset base in the transmission

business, maintained stable leverage levels, in spite of capex increases for the construction of infrastructure
projects. At the closing of 2016, in consolidated terms, the financial debt was approximately COP12.5 trillion. The
EBITDA, excluding revenue recognition of COPS.5 trillion of its subsidiary CTEEP, closed in COP3.3 trillion. As a
consequence, the leverage reached 3.8x, an adequate level for the ratings category.

Fitch expects that ISA’s leverage, in a consolidated term, is within 4x and 4.5x tending to decrease in the coming
years, which depends on the new projects awarded to the company in the future.

Liguidity Summary

{COP million, years until D ber 31% ) 2015 2016
Total Cash and cash equivalents 1.028.250,0 1.167.353,0
Short term investments 00 215.570,0
Less: Unavailable cash and equivalents 0,0 263.106,0
Cash and equivalents defined by Fitch 1.029.250,0 1.119.817,0
Availability under committed credit lines 0,0 0,0
Total liquidity 1.029.250,0 1.119.817,0
Plus: FCF Fitch projection (Post Dividends) - (1.845.397,9)
Total projected liquidity 2017 — (725.580,9)
Liquidity level — 03
EBITDALTM 2.796.699,0 3.287.798,0
FCF LTM 116.594,0 (1.003.048.0)

FCF: Free Cash Flow. LTM: last 12 months.
Source: ISA and Fitch calculations.

Cash Flow Analysis

ISA and its subsidiaries are an integrated group of companies. In some opportunities, ISA has supported its
subsidiaries through intercompany loans, and it has directly supported project's evolution of subsidiaries. In
addition, ISA entirely controls the entities representing more than 50% of consolidated income and EBITDA. For
the other companies, ISA controls between 60% and 70% of the share capital.

During 2016, ISA registered adjusted income for COP6.6 trillion. This was driven by the commencement of
operations of new transmission assets, the increase of regulated asset base and the higher growth of producer
price index, which is pegged to the regulated income of the company. The diverse income sources reflect
adequate strength to resist some adverse regulatory scenarios in the country where the company operates.
Related methodologies
Rating methodology for non-financial In consolidated terms, the company has a diversified source of income both geographically and per business
companies (May 25th, 2017). units. Besides, 74% of income and EBITDA derives from energy transmission, which is a regulated business
without demand risk. which provides a predictable and stable cash flow generation. The execution of a

considerable capex in the next two years associated with recent /
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transmission projects could put some pressure on the generation of FCF. ISA’s growth strategy
includes the active participation in bidding processes for transmission projects in selected
countries in the region and the acquisition of shares in companies operating in the same
regulated industries as ISA’s. In the medium term, the FCF will depend on the number and size
of projects awarded to the company.

Foreign Currency Exposure

Fitch FX Screener chart shows the estimates of the agency in local currency and foreign
currency in the long and short term for ISA, together with EBITDA interest coverage and
EBITDA leverage indicators. More than showing figures, the chart expresses relative
proportions, acknowledging the calculation limitations of currency divisions for a given period.

Fitch analysts make estimates, sometimes using information of the company, such as actual
income in foreign currency or income linked to foreign currency in relation to the costs. In the
debt columns, the short-term debt in foreign currency (usually United States dollars) stands
out, because in a volatile foreign currency market, this debt has to be paid in foreign currency,
using cash or refinancing it in the bond market or banks.

ISA has some exposure to foreign currency risk, as the consolidated financial debt consists of
30,9% in dollars, 20% in Colombian pesos and the rest in different Latin-American currencies.
The company does not have material financial coverage, as it tries to match the cash flow with
the debt in each currency. The foreign currency exposure is partially mitigated by the income in
dollars, mainly from Peru and some income in Colombia derived from the auction process of
the UPME (Mining and Energy Planning Unit).

FX Screener —Foreign currency to local currency stress test —Absolute

variations
(COP million, last 12 months until December 2016)
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Corporate Structure — Interconexion Eléctrica S.A. E.S.P.
(As of December 31, 2016)

Interconexion Eléctrica S.A. E.S.P.

BBB+ International rating,
stable outlook

— s R T ] — ._99%#
Energy Transmission Real Time System Concessions :
Management

100.0%}

Consorcio Transmantaro
S.A. (CTM)
BBB- international rating,
Stable outlook

AAA (col) local bonds
issuance

SOURCE: ISA
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Interconexion Eléctrica S.A. ES.P

" :::::f‘g"“ Historical Fitch projections
' i 312018 Dec 31 Dec 31 Dec 31 Dec 31
Fitch's expec_taunn; are based (COP million) Lg» 2016 2017 2018 2019
on conservative rating -
projections internally produced Net income - 5270649 6610536 7.069.172 7.476.108 7.867.886
by the rating agency. They do Income growth (%) 344 254 69 5.8 5.2
not represent the predictions Operating EBITDA 2.796.699 3.287.798 3852211 4.671.997 4919.158
of qualified issuing agencies, Operating EBITDA margin (%) 53,1 497 545 825 625
neither individually nor Operating EBITDAR 2.796.699 3.287.798 3.852211 4.671.997 4919.158
combined. Operating EBITDAR margin (%) 531 49,7 545 62,5 62,5
The key assumptions of Operating EBIT 2.281.129 2.750.830 3.091.345 3.839.552 4.068.058
Fitch's projections include: Operating EBIT margin (%) 433 416 437 514 517
Income includes the execution Gross financial interests (952.822) (1.024.706) (1.023.793) (1.248.366) (1.202.969)
i 1.480.332 7.469.893 2.067.552 2.591.186 2.865.089
of projects already awarded to Incoma before tax
i campany; . Balance sheet summary
+ Changes in the regulation Available cash 1.029.250 1.119.817 1.531.323 1.614.270 1.636.263
of energy transmission Total debt with equity credit 10.922.279 12.471.424 16.907.144 16.590.352 15.235.734
business in Colombia do Total adjusted debt with equity credit 10.922.279 12.567.380 16.907 144 16.590.352 15.235.734
not have a material effect Net debt 9.893.029 11.351.607 15.375.821 14.976.082 13.599.471
on the credit metrics; . S
. e Operating EBITOA. 2796699 3.267.798 3852211 4671997 4919.158
" e Eor Recurring dividends from associated companies less minority interest
new projects awarded to distributions 61.801 103.021 106.092
the company and its Interests paid in cash (741.549) (879.919) (1.023793)  (1.248.386) (1.202.969)
subsidiaries; implicit financing cost (%) 7.3 7.5 7.0 75 76
» The leverage levels around Effective interest received 111.596 54,603 0 0 0
4x in 2017 tending to be Taxes paid in cash (502.850) (75.436) (587.985) (659.292) (775.503)
o i e Other items before FFO 382.755 6.019.850 0 0 0
Funds from operations (FFO) 2.046.851 8.406.896 2.302.234 2.867.380 3.046.778
FFO margin (%) 388 127.2 3286 38,4 38,7
Change in working capital 107.254 (6.726.313) 70.528 (125.368) (120.698)
Operating Cash Fiow (OCF) 2.153.905 1.680.583 2.372782 2.741.992 2.926.079
Total Non-Operating/Non-recurring cash flow
Capex (Capital expenditure) (1.740.453) (2.364.620)
Capital intensity (Capex/revenue) (%) 33,0 358
Common dividends (296.858) (319.011)
Net acquisitions & divestitures
Capex, dividends, acquisitions & other items before FCF (2.037.311) (2.683.631) (6.660.081) (2.342.253) (1.549.468)
Free cash flow after acquisitions & divestitures 116.594 (1.003.048) (4.287.319) 399.739 1.376.611
Free cash flow margin (after net acquisitions) margin (%) 22 (15.2) (60,6) 53 175
Other investing and financing cash flow items (36.051) (92.929) 263.106 o] 0
Change in net debt (364.923) 1.234 080 4.435.719 (316.792) (1.354.619)
Change in net capital ] 0 o]
Change in cash and equivalents (284.380) 138.103 411.506 82.947 21992
Coverage ratios(x times)
FFO/gross interest coverage 36 10,5 32 33 35
FFO/Fixed charge coverage 36 105 32 33 35
Operating EBITDAR/gross interest expense + rents * 38 37 38 38 42
Operating EBITDA/gross interest expense * 38 37 38 38 4.2
Leverage ratios (x times)
Total adjusted debt/operating® EBITDAR 39 38 43 35 30
Total adjusted net debt/operating® EBITDAR 35 35 39 31 27
Total adjusted debt with equity credit/operating® EBITDA 39 38 43 33 30
FFO adjusted debt 41 14 51 4.0 36
FFO adjusted net debt 37 1,2 40 33 27

2 EBITDA/R after dividends of associated companies less minorities distributions.

How to interpret the forecast presented

The forecast presented is based on the agency’s internally produced, conservative rating case forecast. It does not represent the forecast

K

rated issuer. The forecast set out above is only one component used by Fitch to assign a rating or determine a ra
information in the forecast reflects material but not exhaustive elements of Fitch's rating assumptions for the issuer’s finani
such, it cannot be used to establish a rating, and it should not be relied on for that purpose. Fitch's forecasts are constructe
internal forecasting tool, which employs Fitch’s own assumptions on operating and financial performance that may not re
that you would make. Fitch's own definitions of financial terms such as EBITDA, debt or free cash flow may differ
definitions. From time to time, Fitch may be granted access to confidential information on certain elements of the issu
Certain elements of such information may be omitted from this forecast, even where they are included in Fitch’s own i

with the entirety of this report) is produced strictly subject to the disclaimers set out at the end of this report. Fitch
future reports but assumes no responsibility to do so. Source: Fitch
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The ratings indicated above were requested by the issuer on its behalf and, thus, Fitch has
received the corresponding fees for rating service provision.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW. FITCHRATINGS. COM/UNDERSTANDINGCREDITRATINGS

(https:/iwww fitchratings. com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE TERMS OF USE
OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT WWW FITCHRATINGS.COM.
(https:/fwww fitchratings.com). PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS
SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE
CODE OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT INTERESTS ARE
AVAILABLE AT HTTPS:/MAWWWW.FITCHRATINGS.COM/SITE/REGULATORY (https://www fitchratings.com/site/regulatory).
FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD
PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

Copyright © 2017 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone:
1- 800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission. All rights reserved. In issuing and maintaining its ratings and in making other reports (including forecast
information), Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes
to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its
ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such
sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual investigation and the scope of
the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature
of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing
third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering
reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party
verification sources with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of other
factors. Users of Fitch's ratings and reportsshould understand that neither an enhanced factual investigation nor any third-party
verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and
complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to
the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts,
including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters.

Further, ratings and forecasts of financial and other information are inherently forward-looking and embody assumptions and
predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of current
facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed. The information in this report is provided “as is” without any representation or warranty of any
kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of the requirements of a
recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by
Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore,
ratings and reports are the collective work product of Fitch and no individual, or group of individuals, is solely responsible for a
rating or a report. The rating does not address the risk of loss due to risks other than credit risk, uniess such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals
identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are
named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the informatio
assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securiti
Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not p
investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comm
the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxa lity of
payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and
underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable

equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, Or4nsur r
guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary|fr Us$$10.0 (e}
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rai b&f—' stall
not constitute a consent by Fitch to use its name as an expert in connection with any registration state I r G
United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the-s&curftie f
any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fit arch dnay {be
available to electronic subscribers up to three days earlier than to print subscribers. _—
_
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian fi ial e
(AFS license no. 337123) which authorizes it to provide credit ratings to wholesale clients only. Crexi ton
published by Fitch is not intended to be used by persons who are retail clients within the meaning of the C 1
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