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NOTES TO THE QUARTERLY INFORMATION 
AS OF JUNE 30, 2008  
(Amounts in thousands of Brazilian reais) 

 
1. OPERATIONS 

 
Light S.A. was established as a subsidiary of LIGHT – Serviços de Eletricidade S.A. (“Light 
SESA”), on July 27, 1999, and remained as a subsidiary until September 12, 2005, when its 
shares were sold to LIDIL Comercial Ltda.  
 
Light S.A.’s corporate purpose is to hold equity interests in other companies, as partner or 
shareholder, and is involved in the direct or indirect exploitation, as applicable, of electric power 
services, including electric power generation, transmission, sale and distribution systems, as well 
as other related services. 
 
On September 5, 2005, in accordance with Law 10,848/2004, Brazil’s national electric power 
agency, Agência Nacional de Energia Elétrica (“ANEEL”), through Authorizing Resolution 
307/2005 which approved the corporate restructuring project under which Light S.A. became the 
Light Group’s parent company. The restructuring project was approved at the Extraordinary 
General Meeting held on January 13, 2006.  
 
On January 14, 2006, Light S.A. held an Extraordinary General Meeting to resolve on the 
reduction of Light SESA’s capital stock by transferring from Light SESA to Light S.A.: (i) all 
shares representing Light Energia S.A.’s capital stock; (ii) the equity interests held by Light 
SESA in the companies Lightger Ltda., Lighthidro Ltda., Light Esco – Prestação de Serviços 
Ltda., Itaocara Energia Ltda., HIE Brasil Rio Sul Ltda. and Instituto Light Para o 
Desenvolvimento Urbano e Social; and (iii) financial assets. 
 
After this transfer, Light S.A. became the parent company of all the Light Group’s operational 
and non-operational companies shown below: 
 
Light Serviços de Eletricidade S.A. (Light SESA) - Publicly-held corporation engaged in the 
distribution of electric power; 
 
Light Energia S.A. - Engaged in studying, planning, constructing, operating and exploiting 
systems of electric power generation, transmission and sales, and related services; 
 
Light Esco Prestação de Serviços Ltda. - Engaged in providing services related to co-generation, 
projects, management and solutions, such as improving efficiency and defining energy matrixes; 
 
Itaocara Energia Ltda. - In the pre-operating stage, primarily engaged in the exploitation and 
production of electric power; 
 
Lightger Ltda. and Lighthidro Ltda. - Both are in the pre-operating stage and participate in 
auctions for concession, authorization and permission for new plants; 
 
Instituto Light para o Desenvolvimento Urbano e Social – It is engaged in participating in social 
and cultural projects, interest in the cities’ future and their economic and social development, 
affirming the Company’s ability to be socially responsible. 
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Light Group’s concessions, permissions and authorizations: 
 

Concessions / authorizations Date of concession / 
authorization 

Maturity 

   
Generation, Transmission and Distribution (direct) July 1996 June 2026 
Paracambi small hydroelectric power plant  
    (PCH) (indirect) 

February 2001 February 2031 

Itaocara hydroelectric power plant 
    (indirect) 

March 2001 March 2036 

 
 

2. PRESENTATION OF QUARTERLY INFORMATION 
 
The quarterly information of the Company and its subsidiaries (parent company and 
consolidated), including the notes thereto, are presented in thousands (of reais and other 
currencies), except when otherwise indicated. This quarterly information is prepared in 
accordance with the accounting practices adopted in Brazil, which include the accounting 
practices issued by the Brazilian Corporate Law, additional provisions of the Brazilian Securities 
and Exchange Commission (“CVM”), and standards applicable to electric power public utility 
concessionaires established by ANEEL. 
  
This quarterly information was prepared in accordance with the principles, practices and criteria 
consistent with those adopted in the preparation of the annual financial statements as of 
December 31, 2007 and quarterly information as of March 31, 2008, except for the adoption of 
adjustment to present value (see Note 6). Thus, this quarterly information should be analyzed 
jointly with those aforementioned. 
 
In order to comply with provisions included in the CVM Instruction 469/08 regarding the 
enforcement of Law 11,638/07, the amounts related to 2007 were adjusted as set forth by CVM 
Resolution 506/06 and as detailed below: 
 

 
 
In compliance with BOVESPA’s Novo Mercado and in accordance with Law 11,638/07 passed 
on December 28, 2007, the Statement of Cash Flows is being presented for both the parent 
company and consolidated. 
 
Given that the Company is comprised primarily of interests in other corporations, the notes to 
the quarterly information primarily reflect the accounting practices and breakdown of 
company’s subsidiaries’ accounts.  
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Consolidation Procedures 
 
The consolidated Quarterly Information includes the financial statements of the parent company 
and its subsidiaries and was prepared in accordance with the rules established by Instruction 247 
issued on March 27, 1996 by the CVM. 
 
3. AMENDMENT TO BRAZILIAN CORPORATE LAW 
 
The Regulatory Instruction 469 as of May 2, 2008 and the notice to the market disclosed on May 
12, 2008, both issued by the Brazilian Securities and Exchange Commission, are related to the 
amendments set forth by Law 11,638, as of December 28, 2007 and its enforcement. 
 
Pursuant to article 15 of said Instruction, the following procedures must be mandatorily and 
immediately complied with: 
 

• Temporary accounting record of premiums in the issue of debentures, as well as 
donations and subsidies arising from operations and events occurred as of 2008, as well 
as the respective capital reserve balances at the beginning of the fiscal year of 2008 
(article 3);  

• Disclose of remunerations based on shares in notes to the quarterly information and 
financial statements, while a specific rule regarding its recording is not issued (article 
7); 

• Adjustment to present value, applied to long-term operations, in any situation, and to 
short-term operations, when material facts occur, based on discount rates specifically 
related to asset an liability risks (article 8); 

• Exemption of the presentation of shareholders’ equity and income conciliation to 
foreign companies raising funds in the Brazilian capital markets through BDRs and 
adopting the international accounting rules (articles 10 and 11);  

• Change in criteria for the equity method of affiliated companies (articles 12 and 14). 
 
In order to comply with the CVM Instruction 469/08, the Company recorded, on June 30, 2008, 
the adjustment to present value of clients’ payment in installments, in the total amount of 
R$19,313, R$17,621 of which were retroactively adjusted to December 31, 2007, using as base 
the average rate of last fundings. The other aforementioned procedures do not affect the 
Company’s accounting statements. 
 
The effects derived from the adjustment to present value in the periods’ results and in the 
Company’s shareholders’ equity are presented below:  
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The Company’s management is analyzing the other procedures described in Law 11,638/07 
which were not immediately included in this quarterly information. Thus, those items which 
may affect its financial statements are described below: 
 

• Accounting record in property, plant and equipment of assets from operations which 
transfer to the Company their benefits, risks and control; 

• Financial instruments “available for sale” or classified as “for trading” will now be 
valued at market value; 

• Pre-operating and restructuring expenses which effectively contribute to increasing the 
income for more than one fiscal year and not only representing cost savings or increase 
in the operating efficiency will be classified as Deferred Assets. 

• Periodic analysis on the recovery of amounts recorded in property, plant and 
equipment, intangible assets and deferred assets.  

 
 
4. REGULATORY ASSETS AND LIABILITIES 

                 

 
 
 

a) Rationing: 
 

The Emergency Power Rationing Program (“PERCEE”) was created on August 24, 2001 by 
Provisional Measure 2,198 to align electricity demand and supply and avoid unplanned 
interruption in power supply, and was effective from June 2001 through February 2002, at which 
time the government considered reservoir levels to be back to normal. 

 
 
In December 2001, the Brazilian government and the electric utilities executed the Electricity 
Overall Agreement with electric power distribution and generation concessionaires to restore the 
economic and financial breakeven of existing agreements and recover lost revenues relating to 
the period in which the PERCEE was in effect. 
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This agreement addressed the following items related to the period the aforementioned 
Emergency Program was in force: (i) margin losses incurred by distribution companies; (ii) 
additional costs of “Portion A” for the period from January 1 to October 25, 2001; (iii) costs of 
electric power purchased through the Electric Power Commercialization Chamber (“CCEE”) 
owed to generation companies not committed to energy “Initial Agreements” (called “free 
energy”), carried out until December 2001; and (iv) replacement of the contractual right set forth 
in Annex V of the Initial Agreements (energy purchase and sale) related to the rationing period.  
 
For the post-rationing period, March to December 2002, the Power Industry Overall Agreement 
set the rate for trading excess energy from the Initial Agreements at R$73.39 per MWh. 
 
The electric power distribution and generation companies (“free energy”)  revenues for the 
rationing period is being recovered through the  “Extraordinary Tariff Recovery - RTE”, which 
agreement only allowed for the billing related to revenue lost of the subsidiary Light SESA 
through February 2008. In June 2008, Light SESA wrote off the items related to the 
extraordinary tariff recovery, free energy and its respective provisions, without affecting the 
Company’s income. 
 
Due to the maturity of term for the RTE billing (Loss of Revenue),  the Variation in “Portion A” 
items (from 01/01/2001 to 10/25/2001) started to be recovered from March 2008 until the time 
necessary for the amount approved by ANEEL has been fully recovered pursuant to Directive 
Release 267/04: 

        
       

 
 

 
b) Memorandum account for Portion “A” Variations  (“CVA”)  
 

CVA records the variations during the period and the annual tariff adjustment based on the 
Central Bank overnight rate (“SELIC”) for: the tariff for transfer of electric power from Itaipu; 
the tariff for transportation of electric power from Itaipu; the Fuel Usage Quota (“CCC”); the 
Economic  Development Account (“CDE”); System service charges (“ESS”); the tariff for the 
use of transmission facilities of the basic electric network; and compensation for the use of water 
resources (“CFURH”). 
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Breakdown of CVA 
 

 
 
 
c) Tariff Adjustment in 2007 
 

1-PIS and COFINS 
 
This 2007 tariff adjustment for PIS and COFINS corresponds to the increase in the 
respective rates and the effect of changing the calculation of PIS and COFINS to a 
noncumulative basis, as prescribed by Laws 10,637/02 and 10,833/03, as amended by Law 
10,865/04, that is reflected in the 2007 annual tariff adjustment of the subsidiary Light 
SESA in accordance with Normative Resolution 563 of November 6, 2007. These 
adjustments will be amortized through October 2008. 

 
2- Other regulatory assets/liabilities 
 
Finance costs transferred in the 2007 annual tariff adjustment of subsidiary Light SESA in 
accordance with Normative Resolution 563 of November 6, 2007.  
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5. CASH AND CASH EQUIVALENTS  
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6. RECEIVABLES FROM CONSUMERS, CONCESSIONAIRES AND 
PERMISSIONAIRIES (CLIENTS) 

 
 
a) The amounts as of June 30, 2008 are adjusted to present value, pursuant to Law 11,638/07 
(see Note 3). 
 
The allowance for doubtful accounts, in the amount of R$773,152 (R$725,768 on March 31, 
2008) was set up in accordance with ANEEL’s instructions summarized below. It is considered 
sufficient to cover eventual losses. 
 

Clients with significant debts (large clients): 
- Individual analysis of balance receivable from consumers, by consumption class, deemed 
unlikely to be received. 
 
In other cases: 
- Residential consumers – past due for more than 90 days; 
- Commercial consumers – past due for more than 180 days; 
- Industrial and rural consumers, public sector, public lighting, public utilities and other – 
past due for more than 360 days  
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Overdue and falling due balances related to electric power billed sales and debt payment by 
installments are distributed as follows: 
 
 

 
 
 
7. TAXES 
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Reconciliation of effective and nominal income and social contribution taxes rates: 

 
 

a) The variation in tax credits arising from refunds from temporary cash investments and 
government agencies is the result of: the monthly adjustment based on the SELIC rate in the 
amount of R$7,341 and new credits in the amount of R$21,523.   

 
b) In 2007, having met all conditions set forth by the CVM Instruction 371/02, Light SESA 

began to recognize deferred tax assets over temporary differences, and also reversed a 
portion of the provision for recovery of tax credits.  

 

These deferred tax credits are supported by the Company’s technical feasibility studies, 
updated as of June 2008, that indicate a recovery of the recognized assets within 12 years. 
These studies were approved by the Board of Directors and evaluated by the Fiscal Council, 
based on the projection prepared in December 2007. The deferred tax assets include 
amounts expected to be recoverable within 10 years, as set forth in said CVM Instruction 
and in the assumption of not being barred by law according to IRPJ Regulation. This study 
was based on future taxable interests expectations. The table below presents the deferred tax 
assets installments by year of realization: 
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Deferred taxes have been established based on the assumption of future realization, taking into 
account: 

 
i. Income and Social Contribution tax loss carryforwards– these shall be carried forward 
indefinitely, but realization is limited to 30% of net income for each future fiscal year.  
 
ii. Temporary differences – these will be realized upon the payment of tax provisions and/or 
the actual loss of doubtful accounts (PCLD). 

 

IRPJ and CSLL deferred tax assets result from tax losses, a negative basis of Social Contribution 
and income/expenses (temporarily non-deductible provisions) recognized in income, which will 
be added to/deducted from taxable income and the social contribution tax basis in subsequent 
periods. Deferred tax assets as of June 30, 2008 are as follows: 

 
 

 
 
c) Tax Debt Refinancing Program – PAES (REFIS II) – Law 10,684 of May 31, 2003 

introduced the Tax Debt Refinancing Program (PAES), designed to settle debts owed by 
legal entities to the Federal Government related to taxes administered by the Federal 
Revenue Service, National Treasury Attorney General, and National Institute of Social 
Security (“INSS”). The deadline for opting for the installment plan was July 31, 2003 but 
was subsequently extended to August 29, 2003.  
 

The balance related to PIS and COFINS as of June 30, 2008 is R$15,531 (R$17,158 on 
March 31, 2008). 

 

Light SESA filed its application for PAES (60.213.452-8) with the INSS on July 31, 2003. 
The debt included in PAES was R$59,975 (net of a 50% fine reduction), which was under 
judicial dispute while the subsidiary was seeking recovery of the amounts paid for 
occupational accident insurance. The consolidated debt amount has already been ratified by 
the INSS and payment is to be made in 120 monthly installments. As of June 30, 2008, the 
subsidiary has paid 60 installments. The installments were calculated based on the total debt 
divided by the number of installments, subject to the TJLP long-term interest rate. The 
balance as of June 30, 2008 is R$40,487 (R$42,021 on March 31, 2008). 
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d) On February 20, 2003, the Company filed Writ of Mandamus 2003.51.01.005514-8 

requesting an injunction that would release it from the payment of levied income and social 
contribution taxes on: 

 
(i) Profits earned by the companies LIR Energy Limited (LIR) and Light Overseas 

Investment Limited (LOI) before they are effectively available, in which case sole 
paragraph, article 74 of Provisional Measure 2,158-35, of August 24, 2001 (MP 
2,158-35), for the periods from 1996 to 2001, shall not apply;  

 
(ii) Profits earned by the companies LIR and LOI before they are effectively available, 

in which case article 74, caput, of Provisional Measure 2,158-35/01, for calendar 
year 2002 and following years shall not apply;  

 
The injunction was granted to Light but was subsequently dismissed in the decision. The 
appeal resulted in the suspension of the tax levies and allowed the case to be remanded. The 
Federal Government filed an interlocutory appeal against this decision, which was accepted. 
Therefore, Light filed an internal interlocutory appeal, which had a favorable decision in 
March 2007, re-establishing the suspension of the tax levies. The Federal Government filed 
a special appeal against such decision, which is pending judgment. 

 

Subject to the decision on writ of mandamus 2003.51.01.005514-8, which suspended the 
collection of income and social contribution taxes, the Company is currently awaiting 
decision by the Regional Federal Court - 2nd Region on the appeal filed by the Ministry of 
Finance. 

 

Based on this court decision, Light SESA suspended the payment of income and social 
contribution taxes on taxable income related to the profits earned by companies located 
abroad for the years 2004, 2005, 2006 and 2007  The provision as of June 30, 2008 is 
R$226,460.  

 

As part of the dissolution process of LOI, as ANEEL’s resolution, to be complied 
with up to December 31, 2008, the investee settled all its Assets and Liabilities and 
distributed dividends in the total amount of U$105,976, corresponding to 
R$176,400, R$130,836 of which in March 2008 and R$45,564 in April 2008. The 
distribution of dividends is characterized as profits available for the purposes of 
income tax and social contribution taxation in Light SESA, whose amount calculated 
and paid accounted for R$31,139 in March 2008 and R$10,844 in April 2008. 

 

e) The amount of the state VAT (“ICMS”) recovery on June 30, 2008 includes R$91,895 
(R$105,257 on March 31, 2008) of credits deriving from the renegotiations of the CEDAE 
debt in July and December 2006.  
 



FEDERAL PUBLIC SERVICE  
SECURITIES AND EXCHANGE COMMISSION (CVM) CORPORATION LAW 
QUARTERLY INFORMATION  
COMMERCIAL, INDUSTRIAL AND OTHER TYPES OF COMPANY    Base Date - June 30, 2008 
 
01987-9 LIGHT S.A. 03.378.521/0001-75 
 
04.01 - NOTES TO THE QUARTERLY INFORMATION 
 

 14

f) It refers to the tax credits to offset derived from the adjustment of PIS and COFINS 
calculation bases in the period from February 2004 through April 2008, due to the use of 
some segment charges, such as calculation basis deduction from these taxes. In relation to 
the period from November 2005 through April 2008, the amount related to credits assessed 
will be transferred to consumers. The amount of R$64,364 is recorded in other debits. 

 
 
 

8. PREPAID EXPENSES 
 
 

 
 
 
9. OTHER RECEIVABLES 
 

 
 

a) Tax credits from revised assessments of PIS/COFINS over segment charges, which, in 
2Q08, were transferred to the item “taxes to offset” (see Note 7-f). 
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10. INVESTMENTS 
 

 

 
 

(a) Development stage companies 
 

 
 
INFORMATION ON SUBSIDIARIES AND ASSOCIATED COMPANIES 
 

 
 
(1) Adjustment details related to previous years (see Note 21): 
 

 
 
 
CHANGES IN INVESTMENTS IN SUBSIDIARIES AND ASSOCIATED COMPANIES 
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15. DEBENTURES AND FINANCIAL CHARGES 

  

 
 

 
 
The portions related to the principal of debentures had the following maturities (excluding 
finance charges): 
 
 

 
 
 
Due to the change in amortization schedule of the principal related to the 5th issue of debentures 
agreed in May 2008, long-term and short-term installments were significantly changed in the 
quarter. 
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Composition of debentures (excluding finance charges): 
 

 
 
 
6th Issue of Debentures – interruption of the issue process  
 
Due to worsening conditions in international markets and their impact on the domestic market, 
Light’s Management and the coordinators of the issue understood that it would not be possible 
to complete the issue as initially planned. Therefore, on April 11, 2008, Light filed a sixty-(60) 
business day interruption request with the CVM in order to comply with the CVM’s 
requirements to conclude the Offer. After the expiration of this term, Light chose to give up the 
Offer request, since it considers the market conditions still adverse. Thus, it formalized the 
cancellation of this process at CVM. 
 
 
Addendum to the 5th Issue of Debentures 
 
The banks coordinating the 6th issue of debentures represent the vast majority of holders of the 
5th issue of debentures. These banks, concurrently with the request for interruption of the 6th 
issue of debentures, approved the following changes in the 5th deed of issue at the Debenture 
holders General Meeting held on May 14, 2008: 
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I. Change in the amortization schedule of the principal of the debentures, as shown in the table 
below: 

 
 
II. The Amortization Premium is maintained at 0.25% up to January 2009, and an Amortization 

Premium of 0.20% is valid from February 2009 to July 2009. 
 
 

 
16. REGULATORY CHARGES – CONSUMER CONTRIBUTIONS 
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17. PROVISION FOR CONTINGENCIES 
 

Light S.A. and its subsidiaries are party in tax, labor and civil lawsuits and regulatory 
proceedings in several courts. Management periodically assesses the risks of contingencies 
related to these proceedings, and based on the legal counsel’s opinion it records a provision 
when an unfavorable decision is probable. In addition, the Company does not record assets 
related to lawsuits with a less-than-probable chance of success, as they are considered uncertain.  
 
17.1 Contingencies 
 
Provisions for contingencies are as follows: 
 

 
 
17.1.1 Labor Contingencies 
 
There are approximately 3,999 labor related legal proceedings in progress (4,010 on March 31, 
2008) against Light SESA. These labor proceedings mainly involve the following matters: 
hazardous work wage premium; equal pay; pain and suffering; indemnity according to Law 
9,029/98; subsidiary/joint liability of employees from outsourced companies; difference of 40% 
fine of FGTS (Government Severance Indemnity Fund for Employees) derived from the 
adjustment due to understated inflation and overtime. 
 
In December 2007, we point out that Light SESA was notified that they must reply to the public 
civil action filed by the Public Prosecution Office of Labor of the 1st Region, contesting on court 
the fact that the Company engage other companies to provide services related to its main and 
ancillary activities. Said lawsuit was granted relief on April 4, 2008. The Company’s advisors 
believe in a favorable decision in these actions. 
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17.1.2 Civil Contingencies 
 
The Company is a defendant in approximately 35,372 civil legal proceedings (33,883 on March 
31, 2008), of which 9,228 are in the state and federal courts (Civil Proceedings), among which 
those claims that can be accurately assessed amounting to R$365,124 (R$311,191 on March 31, 
2008) and 26,144 are in Special Civil Courts, with total claims amounting to R$289,366 
(R$267,081 on March 31, 2008). 

 

 
 
a) The Provision for civil proceedings comprises lawsuits in which Light SESA is the 

defendant and it is probable the claim will result in a loss in the opinion of the respective 
attorneys. These lawsuits can also be accurately assessed up to the date. The claims mainly 
involve alleged moral and property damage as well as consumers challenging the amounts 
paid. 

The Company is also party to civil proceedings that Management believes that risk of loss 
are less than probable, based on the opinion of its legal counsels. Therefore, no provision 
was established. The amount, currently assessed, represented by these claims is R$263,211 
(R$253,921 on March 31, 2008). 

 
The Company is also involved in Public and Class Civil Actions, contesting in court fees, 
rates and charges, contracts, equipment, “cruzado” plan, interest, among others. Up to June 
30, 2008, the Company could not assess the amount involved in each one of these actions 
due to their nature, comprehension and need of settlement of these claims.  

 
b) Lawsuits in the Special Civil Court are mostly related to matters regarding consumer 

relations, such as improper collection, undue power cut, power cut due to delinquency, 
network problems, various irregularities, bill complaints, meter complaints and problems 
with ownership transfer. There is a limit of 40 minimum monthly wages for claims under 
procedural progress at the Special Civil Court. Accruals are based on the moving average of 
the last 12 months of condemnation amount.  

c) There are civil actions in which some industrial customers have challenged in court the 
increases in electric power tariff rates approved in 1986 by the National Department of 
Water and Electrical Energy (“Cruzado Plan”). 
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17.1.3 Tax Contingencies 
 
The provisions established for tax contingencies are as follows: 
 

 
 
a) PIS/COFINS: Light SESA is party of two lawsuits contesting on court the charge of these 

contributions, pursuant to Law 9,718/98, as follows:  

In the first one, Light SESA has been challenging in court the changes introduced by said Law 
concerning (I) the increase in their calculation basis and (II) increase in COFINS rate from 2% 
to 3%. The appeal filled by Light SESA in Supreme Federal Court had been suspended up to the 
leading case judgment, thus the Company partially withdrew the appeal, specifically in relation 
to the increase in rate, allowing the continuance of lawsuit. Regarding the increase in calculation 
basis, the appeal was accepted, considering an unconstitutionality action of article 3, paragraph 
1, of Law 9,718/98. Currently, the Company awaits the lapse for the Treasury Department to file 
an appeal. 

 
In the second one, Light SESA has been challenging the lapse of enforceability of  part of the 
amounts claimed in the January 31, 2007 Collection Letter issued by the Internal Revenue  
Service, as the federal tax authorities did not request payment within the legal term. A temporary 
injunction was granted and maintained by the Regional Federal Court to suspend the charge, and 
currently the appeals to Higher Courts is pending judgment. In relation to the merits, the 
judgment in low court is awaited, and, according to the Company’s legal advisors, the decision 
is estimated as a probable loss. 

    
Regarding the increase in PIS and COFINS calculation basis, in view of the Supreme Federal 
Court’s decision and its reaffirmed precedent, mentioned by the Reporter in the decision, the 
Company reversed the amounts provisioned in the amount of R$432,358, a counterentry to the 
item “financial expenses” in the quarterly result.  

On June 30, 2008, the amount of R$208,106 related to the increase in the COFINS rate from 2% 
to 3% remains provisioned. 
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b) PIS/COFINS – RGR and CCC: The contingency amount corresponds to the portion not 

included in PAES payment in installments regarding the application of the ex-officio fine, in 
which the Company was not successful in the regulatory cases but had a favorable court 
decision, in which the Company awaits the appeal decision. This amount also includes the 
portion corresponding to the increase in the COFINS rate related to the period of April 1999 
to December 2000, which is being argued in court. 

 
c) INSS – ACT Allowance: In August 2006, Light SESA, based on its attorney’s assessment, 

established a provision in the amount of R$14,715, related to the allowance eventually paid 
by the Company to its employees as a result of provisions set forth in Collective Bargaining 
Agreements for the period between 2001 and 2005. In December 2007, based on a new 
assessment, a reversal was recorded in the amount of R$6,355, due to the expiration of the 
statute of limitation of the tax authority’s right to collect the related taxes. The variation in 
the amount between June 30, 2008 and March 31, 2008 is due to the adjustment based on the 
SELIC rate. 

d) INSS – Tax Infringement Notices: In December 1999, the INSS issued tax infringement 
notices to the Company on the grounds of joint liability, withholdings on services rendered 
by contractors, and levy of the social security contribution on employee profit sharing. Light 
S.A. and its subsidiaries’ Management believes, based on legal advisors’ opinion, 
understands that only a part of these amounts represent a probable risk for recording a 
provision. The variation in the amount between June 30, 2008 and March 31, 2008 is due to 
the adjustment based on the SELIC rate. 

e) INSS – Quarterly: Light SESA challenges the constitutionality of Law 7,787/89, which 
increased the rate of social security contribution taxes assessed on payroll, noting that there 
was a consequent increase in the calculation basis in the period from July to September 
1989. Light SESA was able to offset the social security contribution amounts payable 
according to advance protections that was previously granted. Management recorded a 
provision, for the total amount of the tax infringement notices issued by the INSS based on 
the legal counsel’s opinion. The variation in the amount between June 30, 2008 and March 
31, 2008 is due to the adjustment based on the SELIC rate. 

f) Law 8,200: The provision recorded is due to the fully use of the 1991 and 1992 depreciation 
expenses, and no longer apply the provisions of Law 8,200/91, article 3, item I. The lawsuit 
was accepted by the lower and higher courts, and the appeal filed by the Federal 
Government in Supreme Federal Court is pending judgment.  Light SESA’s Management, 
based on the opinion of its legal advisors and the amounts of the tax infringement notices, 
believes that only part of these amounts represents a probable risk that requires recognition 
of a provision. The variation in the amount between June 30, 2008 and March 31, 2008 is 
due to the adjustment based on the SELIC rate.  

 
g) ICMS: The provision recorded is mainly related to litigation on the application of State Law 

3,188/99, which limited the manner of receiving credits from ICMS levied in the 
acquisitions of assets allocated to property, plant and equipment, requiring the receipt in 
installments, while this limitation was not provided for in the Complementary Law 87/96. 
There are other tax infringement notices which have been challenged at the regulatory and 
judicial levels. Based on the opinion of its legal advisors and the amounts of the tax 
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infringement notices, Light SESA’s Management believes that only part of these amounts 
represents a probable risk, for which a reserve has been recorded.  

 
h) Social Contribution: The provision recorded is related to (i) deductibility of interest on 

capital paid to shareholders in calendar year 1996 from the CSLL (Social Contribution on 
Profit) tax basis, in which the preliminary injunction was granted and a guarantee was 
partially granted, and the appeal filed by the Federal Government is pending judgment; and 
(ii) lack of addition of the amounts related to the PIS/COFINS provision to the social 
contribution calculation basis, the payment of which was suspended. The challenge and the 
voluntary appeal were dismissed and the Company is currently evaluating the possibility of 
litigation.  

i) Economic Intervention Contribution Credit (“CIDE”): It is the provision related to CIDE 
levied on service payments remitted abroad. The low court decision was unfavorable, so 
Light SESA awaits the appeal judgment. Since December 2003, the Parent Company has 
been paying the amounts due. 

 
The Company and its subsidiaries are also parties to tax, regulatory and legal proceedings in 
which Management, based on the opinion of its legal advisors, believes the risks of loss are less 
than probable, and for which no provision was recorded. The amount of these proceedings is 
R$546,500 (R$496,100 on March 31, 2008). 
 
The Company describes below the tax proceedings deemed as material possible loss or that had 
effects in the 2nd Quarter of 2008: 
 
Probable Losses 
 
(i)  IN 86. Light SESA was subjected to a fine by the Internal Revenue Service due to the fact 
that the Company did not comply with service of process for the delivery of electronic files 
between 2003 through 2005. The challenge was deemed groundless. Currently, the voluntary 
appeal lodged by Light is pending judgment. The restated amount of the fine up to June 2008 is 
R$209,900.  
 
(ii) ICMS (Aluvale). These are tax foreclosures related to the ICMS deferral in the supply of 
electric power for the consumer ALUVALE, an electro-intensive industrial consumer. A motion 
to stay was filed and is currently pending judgment at the lower court. The amount of these tax 
foreclosures at June 30, 2008 is R$155,700. 
 
(iii) Others. In addition to the cases mentioned above, there are other judicial and administrative 
litigations, deemed as probable losses by the legal advisors, mainly (a) ICMS on low income 
subsidy; (b) transfer of ICMS credit (RHEEM company); (c) PIS, COFINS, IRPJ and CSLL 
Voluntary Disclosure; (d) ISS on regulated services. The amount involved in these litigations 
was R$139,900 on June 30, 2008. 

 
Remote Losses 

 
Proceedings deemed as remote losses by the Company’s legal advisors were not provisioned. 
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17.1.4 Administrative Regulatory Contingencies 
 
The Company has regulatory contingencies derived from administrative challenges against 
ANEEL: 
 

a) Low Income – The Monitoring Report RF-LIGHT-04/2007-SFE of August 2007 was 
prepared by ANEEL, between July 2, 2007 and July 13, 2007, challenged the granting 
of the social tariff to some consumers in the period and, accordingly, deemed as undue 
part of the subsidies ratified and received by Light SESA from Eletrobrás in the amount 
of R$266,379. The Company recorded a provision in the amount of R$53,381 
(R$36,175 on March 31, 2008), to cover the probable risk of having to refund part of the 
subsidy already received. 

 
 
b) ANEEL’s Tax Infringement Notice 009/2005 – the notice was issued on March 15, 2005 

under the argument that Light SESA had: (i) incorporated the subsidiaries LIR Energy 
Limited and Light Overseas Investments without prior consent of ANEEL (R$1,144); 
(ii) performed operations with these companies without prior consent of ANEEL – (total 
amount of R$2,287); and (iii) not complied with ANEEL’s order of cancelling 
operations and closing companies’ activities (total amount of R$3,431). After appeals 
had been filed, the fine related to item (iii) was excluded, and fines associated with 
items (i) and (ii) were maintained. The penalty associated to item (ii) was paid, while a 
lawsuit was filed regarding the fine related to item (i), with court deposit in the amount 
of R$1,655 (original amount restated by the SELIC rate up to the deposit date). Up to 
date, the Company awaits the decision on its appeal in the writ of mandamus that was 
sent by the Company. The amount as of June 30, 2008 is R$1,822 (R$1,773 on March 
31, 2008). 
 

 
18.  OTHER PAYABLES 
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a) According to the concession agreement 12/2001, as of March 15, 2001, that regulates the 

use of the hydroelectric power plant of the Paraíba do Sul river, in the municipalities of 
Itaocara and Aperibé, the subsidiary Itaocara Energia Ltda. shall pay the Federal 
Government, for using the public asset, as of the date of its startup (expected for 2013) up to 
the end of the concession, or while it uses the hydroelectric resources. Payments shall be 
made in monthly installments equivalent to 1/12 of the proposed annual payment of 
R$2,017, subject to the IGP-M variation or to any other index that may substitute it, should 
such index be abolished (see Note 12). 

 
 
19. PENSION PLAN AND OTHER EMPLOYEE BENEFITS 
 
Light SESA sponsors Fundação de Seguridade Social – BRASLIGHT, a nonprofit closed 
pension entity, whose purpose is to provide retirement benefits to the Company’s employees and 
pension benefits to their dependents. 

 

BRASLIGHT was incorporated in April 1974 and has three plans - A, B and C – established in 
1975, 1984 and 1998, respectively, with about 96% of the active participants of the other plans 
having migrated to Plan C. 

 

Plans A and B are of the Defined Benefit type and Plan C provides mixed benefit.  All are 
currently in effect. 

 
On October 2, 2001, the Secretariat for Pension Plans (SPC) approved an agreement for 
resolving the technical deficit and refinancing unamortized reserves, which are being amortized 
in 300 monthly installments beginning July 2001, adjusted based on the IGP-DI (general price 
index – domestic supply) variation (with one-month lag) and actuarial interest of 6% per annum. 

 

Transactions occurred this quarter in net actuarial liabilities were the following: 

 

 
 
According to actuarial appraisal report issued on May 9, 2008, the actuarial deficit of Braslight 
on April 30, 2008 stood at R$1,047,598, which, net of contractual liability amount, caused the 
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recognition of an additional actuarial liability of R$23,900 in the quarter, which totaled 
R$133,033 on June 30, 2008, recognized under the item “Other debts” (see note 18).  
 
 
 
20. RELATED-PARTY TRANSACTIONS  

 
Significant transactions between related parties consist principally of loan agreements with 
controlling shareholders, transactions with Fundação de Seguridade Social – Braslight and 
electricity purchase and sale transactions with Companhia Energética de Minas Gerais (CEMIG) 
and with Companhia Energética do Maranhão (CEMAR) and loan agreements with BNDES, 
which are conducted under usual market conditions. 
 

 
 
 
 
 
(a) Finance charges related to this financing are being recorded in Property, Plant and 
Equipment (R$14,508 on June 30, 2008). 
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21. SHAREHOLDERS’ EQUITY  
 
 

a)  Capital Stock 
 

There are 203,462,739 common shares of Light S.A. without par value outstanding as of June 
30, 2008 recorded as Capital Stock in the total amount of R$2,220,355 as follows: 
 

 
  
 (*) On February 12, 2008, the Extraordinary General Meeting of Equatorial Energia S.A 

approved the merger of PCP Energia, a company that held 13.06% of Light’s shares through 
RME. Equatorial now integrates Light’s controlling group (RME). This merger did not represent 
a change of control, given that both PCP and Equatorial have the same controlling group.   

 
Light S.A. is authorized to increase its capital up to the limit of R$203,965,07 through resolution 
of the Board of Directors, regardless of amendments to the bylaws. However, this increase is to 
occur exclusively upon the exercise of the warrants issued, strictly pursuant to the conditions of 
the warrants (Bylaws, art. 5, paragraph 2). 
 
b) Retained Earnings/ Accrued Losses 

 
In the second quarter of 2008, in order to comply with Law 11,638/07, Light SESA recorded 
R$19,313 (R$12,747 net of IRPJ and CSLL – see note 3), arising from the calculation of 
adjustment to present value of long-term assets. 
 
Considering that this adjustment is a result of a change in accounting practice, the amount of 
R$17,621 (R$11,630 net of IRPJ and CSLL – see Note 3) was retroactively recorded related to 
December 31, 2008, as set forth by CVM Resolution 506/06. 
 
In addition, pursuant to Regulatory Resolution 176 issued by ANEEL as of November 28, 2005, 
and approvals of Guides of Electricity Efficiency and Research and Development Programs, 
which changed the criteria of accounting recognition of said programs in 2005 and 2006, Light 
SESA recorded in Shareholders’ Equity the amounts related to R&D - Research and 
Development and PEE – Energy Efficiency Program related to 2003, 2004 and 2005. For tax 
purposes, these amounts were not used as deductible expenses for IRPJ and CSLL calculation 
basis. However, after analysis, we concluded that these amounts can be deducted from this 
calculation basis.  Taking into consideration that the original amounts were directly recorded in 
shareholders’ equity, the taxes currently calculated in the amount of R$26,362 are also being 
directly recorded in shareholders’ equity – retained earnings. 
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22. ELECTRIC POWER SUPPLY 
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23. OTHER OPERATING INCOME 
 

 
 
 

24. CONSUMER CHARGES (Operating Revenue Deductions) 
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25. ELECTRIC POWER PURCHASE AND SALE TRANSACTIONS THROUGH CCEE 
 

The balances of electricity spot market sale and purchase transactions carried out through the 
CCEE (former MAE) are as follows: 

 
 
 
 

26. OPERATING COSTS AND EXPENSES 
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27. ELECTRIC POWER PURCHASED FOR RESALE 
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28. FINANCIAL INCOME 
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29. FINANCIAL INSTRUMENTS 
 

Estimated financial assets and liabilities realization amounts were determined by means of 
information available in the market and by proper assessment methodologies. However, a 
substantial analysis was required in the interpretation of market data to estimate the more 
appropriate realization value. As a consequence, the following estimates do not necessarily 
indicate the amounts which can be realized in the trading market. The use of several market 
methodologies can substantially affect the estimated realized amounts. 
 
These instruments are managed by means of operating strategies, aiming at liquidity, 
profitability and security. The control policy consists of permanently following up the rates 
contracted against those used in the market. The Company and its subsidiaries do not invest in 
speculative instruments, in derivatives or any other assets involving risks. 
 
The main market risk factors which affect the Company’s and its subsidiaries’ business are the 
following:  

 
 

 
 

Financial investments in investment funds are appreciated at the fund quota value at the date of 
balance sheet, which corresponds to its market value. 
 
Loan and financing amount recorded in the chart above refers to the principal amount plus the 
swap amount (see note 14). The market values for financing were calculated at interest rates 
applicable to instruments with similar nature, maturities and risks, or based on market quotations 
of these securities. The market values for BNDES financing are identical to accounting balances, 
since there are no similar instruments, with comparable maturities and interest rates.  
 
Light SESA is engaged in the distribution of electric power in a concession area covering 31 
municipalities in the state of Rio de Janeiro. The risk factors that may incur on the assets and 
liabilities operations of Light SESA’s business are the following: 
 
 
Currency risk 
 
Light SESA’s indebtedness and results of operations are affected by foreign currency 
fluctuations on agreements denominated in foreign currency. 
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Considering that a portion of Light SESA’s loans and financing is denominated in foreign 
currency, the company uses derivative financial instruments (swap operations) to hedge against 
foreign currency fluctuations, which resulted in a loss of R$8,448 in the second quarter of 2008  
(a loss of R$32,456 in the second quarter of 2007). The net amount of swap operations as of 
June 30, 2008 is negative by R$11,394 (negative R$39,816 on June 30, 2007), as shown below. 
 
 

 
 
30.    INSURANCE  
 
On June 30, 2008, the Company and its subsidiaries had insurance covering its main assets as 
follows: 
 
Operational Risk Insurance – it covers property damages assets caused by fire, explosion, 
rubbish, flooding, earthquake, loss of machinery and electric damages. Except for transmission 
and distribution lines, all assets of Light Group are insured for operational risks with all-risks 
coverage. 
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D&O Civil Liability Insurance- Protects executives from losses and damages resulting from 
activities as Board members, Officers and managers of the Company. 
 
Civil Liability and Blanket Insurance – it covers the payment of indemnity should the Company 
be liable on a civil basis by means of an unappealable decision or an agreement authorized by an 
insurance company related to indemnity for involuntary damages, physical damages to 
individuals and/or property damages caused to third parties and related to pollution, 
contamination or sudden leakage.   
 
International Transportation Insurance – Covers shipments of cargo/equipment, Financial 
Guarantee Insurance – Sale of Energy (6 insurance policies) and Insurance against Fire on 
Leased Properties. 
 

The assumptions of risks adopted, given their nature, are not included in the scope of a review of 
quarterly information, accordingly, they were not reviewed by our independent auditors. 
 
Insurance coverage as of June 30, 2008 is considered sufficient by Management, as summarized 
below: 
 

Amount
RISKS From To Insured Premium

Operating risks 10/31/2007 10/31/2008 U$1.017,5 thousand U$626
Directors & Officers (D&O) 8/10/2007 8/10/2008 U$30 thousand U$123
Civil and general liabilities 9/25/2007 9/25/2008 U$10 thousand U$299

Effective Term 

 
 
 

(1) This policy was renegotiated on July 29, 2008, being effective up to August 11, 2009, 
maintaining the same insured amount and premium of US$84. 
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31. STATEMENTS OF OPERATIONS BY COMPANY 
 

 
 
 

32. TARIFF ADJUSTMENT 
 

On November 06, 2007, ANEEL approved the average tariff adjustment for Light SESA at 
0.10% effective November 7, 2007, comprising all consumer classes (residential, industrial, 
commercial, rural and others). 
 
The adjustment index, which is valid to the tariffs applied in the period between November 7, 
2007 and November 6, 2008, consists of two components: the structural component, which now 
integrates the tariff, with an adjustment of 0.51% and the financial component, which is valid for 
the effectiveness period of such tariff, with a negative adjustment of 0.41%. 
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Due to the tariff re-alignment in which high-voltage and low-voltage consumers receive 
different adjustment indexes, the average adjustment to each voltage level calculated by ANEEL 
occurred as follows: 
 
 

�

 
 
 
 
 

33. LONG-TERM INCENTIVE PLAN  
 
The Extraordinary General Meeting as of March 3, 2008 approved the Company’s Long-Term 
Incentive Plan, under the mode of Stock Option Plan and the mode “Phantom Options”, in order 
to: (i) attract and retain executives; (ii) align the executives’ interests with objectives and 
interests of shareholders; (iii) share the success in creating value with executives; and (iv) 
develop sustainability and long-term vision. 
 
a) Stock Remuneration Plan 
 
The eligible beneficiaries of the Stock Option Plan mode are the Company’s current executive 
officers, including the non-statutory legal officer and the CEO of Instituto Light, since they had 
not been appointed by the Board of Directors to be part of the Long-Term Incentive Plan in the 
mode “Phantom Options”. Options granted up to June 30, 2008 totaled 6,917,733, equivalent to 
3.4% of total shares issued by the Company, and the exercise price to be paid by the holders is 
R$21.49 per Option. These Options can be fully exercised, in a sole opportunity, between 
August 10, 2010 and August 10, 2011. In case of termination of the labor contract entered into 
between the beneficiary and the Company before the end of the grace period, they can exercise 
the right within 5 business days after the exit, complying with the following conditions: 
 

• 50% of Options granted them if the exit occurs between 12 and 24 months as of August 
10, 2006; 

• 70% of Options granted them if the exit occurs between 24 and 36 months as of August 
10, 2006; 

• 95% of Options granted them if the exit occurs between 36 and 48 months as of August 
10, 2006; 

 
b) “Phantom Options” Remuneration Plan  
 
The “Phantom Options” mode will be offered to eligible officers appointed by the Board of 
Directors and is directly related to the creation of Light value, calculated by means of Light 
Value Unit (“UVL”). The Plan will be offered in three consecutive programs, in 2008, 2009 and 
2010, and the total Options must not exceed the total gross amount of R$18,150 per program.  
 
The program approved for 2008 includes 1,540,146 “Phantom Options”, accounting for 
approximately R$16,000. The participant cannot exercise any Option up to December 31, 2010, 
and as of this date they can exercise up to 50% of their Options in the first following year 
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(2011), plus 25% of their Options in the second following year (2012) and in the following third 
year (2013) the participant can exercise all their remaining Options. 
 
Considering that the said Plans have calculation clauses based on result and performance of 
eligible beneficiaries, no provision was recorded in 2008, and after the amount related to 2008 is 
calculated, it must be recorded at the end of the year.  
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34. CASH FLOW – RELATED TO THE SIX-MONTH PERIODS ENDED ON JUNE 30, 
2008 AND JUNE 30, 2007. 

 



FEDERAL PUBLIC SERVICE  
SECURITIES AND EXCHANGE COMMISSION (CVM) CORPORATION LAW 
QUARTERLY INFORMATION  
COMMERCIAL, INDUSTRIAL AND OTHER TYPES OF COMPANY    Base Date - June 30, 2008 
 
01987-9 LIGHT S.A. 03.378.521/0001-75 
 
04.01 - NOTES TO THE QUARTERLY INFORMATION 
 

 44

 
BOARD OF DIRECTORS 

 

MEMBERS ALTERNATES 

Wilson Nélio Brumer  Luiz Fernando Rolla 

Djalma Bastos de Morais                                    João Batista Zolini Carneiro 
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Review report of independent auditors  

To the 
Board of Directors of 
Light S.A.  
Rio de Janeiro - RJ 
 
 
 
We have reviewed the Quarterly Financial Information (ITR) of Light S.A. (“Company”) and of 
this Company and its subsidiaries (consolidated information) for the quarter ended June 30, 
2008, comprising the balance sheets, the statements of income and cash flow, the performance 
report and notes, which are the responsibility of its Management. 
 
Our review was conducted in accordance with the specific rules set forth by the IBRACON - 
The Brazilian Institute of Independent Auditors, in conjunction with the Federal Accounting 
Council - CFC, and consisted mainly of the following: (a) inquiries and discussions with the 
persons responsible for the Accounting, Financial and Operational areas of the Company and its 
subsidiaries as to the main criteria adopted in the preparation of the Quarterly Financial 
Information; and  (b) reviewing information and subsequent events that have or may have 
relevant effects on the financial position and operations of the Company and of its subsidiaries. 

 
Based on our review, we are not aware of any material modifications that should be made to the 
Quarterly Financial Information referred to in the first paragraph for it to be in accordance with 
the rules issued by the Brazilian Securities Commission, specifically applicable to the 
preparation of the Quarterly Financial Information, including the CVM Instruction 469/08. 
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As mentioned in note 3, on December 28, 2007 Law no. 11,638 was enacted, and effective from 
January 1, 2008. This Law modified, amended and introduced new rules to the existing 
Corporate Law (Law no. 6,404/76) and resulted in changes to the accounting practices currently 
adopted in Brazil. Despite the fact that the new Law is already in force, the main changes 
required depend on the issuance of further normatization by local regulators, in order for them 
to be fully adopted by the companies. Therefore, in this transition phase, CVM, through the 
Instruction 469/08, allowed the non-application of all rules described within Law no. 11,638/07 
in the preparation of the Quarterly Financial Information. As a consequence, the accounting 
information included in the Quarterly Financial Information for the quarter ended June 30, 2008 
was prepared in accordance with the specific rules set forth by the CVM and does not 
contemplate the changes to the accounting practices introduced by Law no. 11,638/07. 

 
The financial statements of Fundação de Seguridade Social Braslight, related to the four-month 
period ended April 30, 2008, were examined by other independent auditors, who, on them, 
issued an opinion including a paragraph commenting on a balance of R$126,081 thousand 
related to tax credits arising from the Entity’s tax immunity proceeding, already considered a 
final and unappealed decision, which, according to the Management’s estimates, can be offset 
by taxes payable in the following years. The future realization of the asset is subject to the 
continuance of the offset process in the Internal Revenue Service, which was suspended in 
September 2005. If this suspension is maintained, the Entity may eventually record a provision 
for the asset. This asset, which guarantees the Entity’s actuarial reserves, was deducted from 
calculation of the subsidiaries’ actuarial deficit, as required by CVM Resolution 371/00. 
Consequently, in case this amount is provisioned, Light’s liability may be proportionally 
adjusted. 

 
The Quarterly Financial Information of Light S.A. and the consolidated financial statements of 
this Company and its subsidiaries, related to the quarter and six-month period ended June 30, 
2007, were examined by other independent auditors, who, on them, issued an unqualified 
opinion, dated August 1, 2008. 

August 8, 2008 

KPMG Auditores Independentes 
CRC-SP-14.428/O-6-F-RJ 

Vânia Andrade de Souza 
Accountant CRC-RJ-057.497/O-2 




