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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and the Shareholders of
Transelec S.A.

We have audited the accompanying consolidated financial statements of Transelec S.A. and its subsidiary
(the “Company”), which comprise the consolidated statements of financial position as of December 31,
2019 and 2018, and the related consolidated statements of comprehensive income, changes in equity, and
cash flows for the year then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Information

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as issued by the International
Accounting Standards Board (IASB). This responsibility includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We performed our audits in accordance with auditing standards generally accepted in Chile. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit includes performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making, those risk assessments, the auditor considers internal control
relevant to the preparation and fair presentation of the entity's consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Accordingly, we do not express such
opinion. An audit also includes assessing the appropriateness of the accounting policies used and the
reasonableness of the significant estimates made by the Company's Management, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence that we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Deloitte © se refiere a Deloitte Touche Tohmatsu Limited, una compafifa privada limitada por garantia, de Reino Unido, ya su red de firmas miembro, cada una de las cualesesuna entidad legal separada e independiente. Por
favor, vea en www.deloitte.convd/acercade fa desaripddn detallada de la estructura legal de Deloitie Touche Tohmatsu Limited ysus firmas miembro

Deloitte Touche Tohmatsu Limited esuna compafifa privada limitada por garantia constituida en inglaterra & Gales bajo el numero 07271800, ysu domidlio registrado: Hill House, 1 Little New Street, London, EC4A3TR, Reino
Unido.



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Transelec S.A. and its subsidiary as of December 31, 2019 and 2018,
and the results of its operations and its cash flows for the years then ended in accordance with
International Financial Reporting Standards issued by the International Accounting Standards Board
(“IASB”).

Other-matter — Translation into English

The accompanying consolidated financial statements have been translated into English solely for the
convenience of Shareholder’s readers outside of Chile.

de He.

March 11, 2020
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TRANSELEC S.A. AND SUBSIDIARY

Consolidated Statements of Financial Position
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))

(Translation of financial statements originally issued in Spanish-See Note 2.1)

(Audited) (Audited)
Note December 31, December 31,
2019 2018
ThCh$ ThCh$
ASSETS
CURRENT ASSETS
Cash and cash equivalents (5) 108,642,362 104,059,274
Other financial assets (8) 1,223,578 1,221,307
Other non-financial assets 2,966,635 2,334,336
Trade and other receivables, net (6) 87,044,078 72,332,105
Receivables from related parties (7) 22,005,672 2,607,684
Inventory 315,202 34,919
Sub - Total current assets 222,197,527 182,589,625
NON-CURRENT ASSETS
Other financial assets (8) 71,361,110 28,981,627
Other non-financial assets 7,770,805 6,566,917
Receivables from related parties (7) 242,808,336 228,259,514
Intangible assets other than goodwill, net (9) 182,202,369 181,259,765
Goodwill (10) 343,059,078 343,059,078
Property, plant and equipment, net (11) 1,543,335,368 1,479,773,753
Total non-current assets 2,390,537,066 2,267,860,654
Total Assets 2,612,734,593 2,450,450,279

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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TRANSELEC S.A. AND SUBSIDIARY

Consolidated Statements of Financial Position

As of December 31, 2019 and 2018

(Expressed in thousands of Chilean pesos (ThCh$))

(Translation of financial statements originally issued in Spanish-See Note 2.1)

EQUITY AND LIABILITIES
CURRENT LIABILITIES

Other financial liabilities

Trade and other payables

Provisions, current

Current tax liabilities

Other non-financial liabilities
Total current liabilities

NON-CURRENT LIABILITIES

Other financial liabilities

Deferred tax liabilities

Provisions, non-current

Other non-financial liabilities
Total non-current liabilities
Total liabilities

EQUITY

Paid-in capital
Retained earnings
Other reserves
Total equity attributable to owners of the parent
Non-controlling interest
Total equity
Total Equity and Liabilities

Note

(13)
(14)
(17)

(13)
(12)
(17)

(19)

(19)

(Audited) (Audited)
December 31, December 31,

2019 2018

ThCh$ ThCh$
24,892,053 22,293,883
31,123,907 47,433,325
6,153,716 6,906,978
153,399 103,886
2,434,524 3,645,911
64,757,599 80,383,983

1,533,707,053

1,453,091,243

156,348,593 104,804,361
5,821,598 5,730,553
5,149,580 5,547,152

1,701,026,824 1,569,173,309

1,765,784,423 1,649,557,292
776,355,048 776,355,048
110,543,991 66,149,755
(39,948,869) (41,611,816)
846,950,170 800,892,987
846,950,170 800,892,987
2,612,734,593 2,450,450,279

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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TRANSELEC S.A. AND SUBSIDIARY

Consolidated Statements of Comprehensive Income by Function
For the years ended December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))

(Translation of financial statements originally issued in Spanish-See Note 2.1)

(Audited) (Audited)
01/01/2019 01/01/2018
12/31/2019 12/31/2018
Note ThCh$ ThChS$
Statement of comprehensive income by function
Operating revenues (20.1) 378,591,271 329,217,206
Cost of sales (21.1) (88,115,298) (82,876,930)
GROSS MARGIN 290,475,973 246,340,276
Administrative expenses (21.1) (23,153,903) (25,790,585)
Other gains (losses), net (20.2) 3,041,021 3,104,065
Financial income (20.2) 13,588,488 10,097,097
Financial expenses (21.4) (73,454,495) (68,691,583)
Foreign exchange differences, net (21.4) 1,200,755 (1,461,203)
Income by indexed units (21.4) (19,942,029) (20,544,496)
Profit Before Income Taxes 191,755,810 143,053,571
Income tax expense (22) (51,143,574) (37,585,869)
Profit from continuing operations 140,612,236 105,467,702
Profit (loss) from discontinued operations - -
Profit (loss) 140,612,236 105,467,702
PROFIT (LOSS) ATTRIBUTABLE TO:
Profit attributable to the owners of the
parent company 140,612,236 105,467,702
Profit (loss) attributable to non — controlling
interest - -
PROFIT 140,612,236 105,467,702

EARNINGS PER SHARE
Basic earnings per share/diluted

Basic earnings per share/diluted from continuing
operations (23) 140,612 105,468

Basic earnings (loss) per share/diluted from
discontinued operations - -

Basic earnings per share/diluted (23) 140,612 105,468

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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TRANSELEC S.A. AND SUBSIDIARY

Consolidated Statements of Comprehensive Income by Function

For the years ended December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))

(Translation of financial statements originally issued in Spanish-See Note 2.1)

PROFIT (LOSS)

Components of other comprehensive income,

before taxes

Foreign Currency Translation

Gains (losses) on foreign currency translation

differences, before taxes
Employees benefits plan

Cash flow hedges

Gains (losses) on cash flow hedges, before taxes

Income taxes related to components of other comprehensive income

Income taxes related to components of foreign
currency translation

Income taxes related to components of cash flow

hedge

Income taxes related to actuarial calculation

Other comprehensive income
Total comprehensive income

Comprehensive income attributable to:

Comprehensive income attributable to owners of

the parent

Comprehensive income attributable to

non-controlling interest
Total comprehensive income

(Audited) (Audited)
01/01/2019 01/01/2018
12/31/2019 12/31/2018

ThCh$ ThCh$

140,612,236 105,467,702

(279,008) (1,969,805)
(171,122) 1,157,577
2,728,140 (43,483,133)

75,332 531,847
(736,598) 11,740,446

46,203 (312,546)
1,662,947 (32,335,614)

142,275,183 73,132,088

142,275,183 73,132,088

142,275,183 73,132,088

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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TRANSELEC S.A. AND SUBSIDIARY

Consolidated Statement of Changes in Equity
For the years ended December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

Note Paid-in Reserve for Reserve for Other Total Other Retained Equity Non- Total
capital foreign cash flow reserves reserves Earnings attributable controlling equity
translation hedges to owners of interest
adjustment the parent
ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$
Opening balance as of January 1, 2019 776,355,048 420,308 (42,562,401) 530,277 (41,611,816) 66,149,755 800,892,987 - 800,892,987
Changes in equity:
Comprehensive income:
Profit - - - - - 140,612,236 140,612,236 - 140,612,236
Other comprehensive income - (203,676) 1,991,542 (124,919) 1,662,947 - 1,662,947 - 1,662,947
Total comprehensive income - (203,676) 1,991,542 (124,919) 1,662,947 140,612,236 142,275,183 - 142,275,183
Dividends (19.3) - - - - - (96,218,000) (96,218,000) - (96,218,000)
Total changes in equity - (203,676) 1,991,542 (124,919) 1,662,947 44,394,236 46,057,183 - 46,057,183
Closing balance as of December 31, 2019 (Note 19) 776,355,048 216,632 (40,570,859) 405,358 (39,948,869) 110,543,991 846,950,170 - 846,950,170
Note Paid-in Reserve for Reserve for Other Total Other Retained Equity Non- Total
capital foreign cash flow reserves reserves Earnings attributable controlling equity
translation hedges to owners of interest
adjustment the parent
ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$ ThCh$
Opening balance as of January 1, 2018 776,355,048 1,858,266 (10,250,663) (314,754) (8,707,151) 18,712,014 786,359,911 - 786,359,911
Changes in equity:
Comprehensive income:
Profit - - - - - 105,467,702 105,467,702 - 105,467,702
Other comprehensive income - (1,437,958) (31,742,687) 845,031 (32,335,614) - (32,335,614) - (32,335,614)
Total comprehensive income - (1,437,958) (31,742,687) 845,031 (32,335,614) 105,467,702 73,132,088 - 73,132,088
Dividends (19.3) - - - - - (58,599,012) (58,599,012) - (58,599,012)
Other increases (decreases) - - (569,051) - (569,051) 569,051 - - -
Total changes in equity - (1,437,958) (32,311,738) 845,031 (32,904,665) 47,437,741 14,533,076 - 14,533,076
Closing balance as of December 31, 2018 (Note 19) 776,355,048 420,308 (42,562,401) 530,277 (41,611,816) 66,149,755 800,892,987 - 800,892,987

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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TRANSELEC S.A. AND SUBSIDIARY

Consolidated Statements of Cash Flows
For the years ended December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

Direct Statement of Cash Flows

Cash flows provided by (used in) operating activities
Classes of receipts from operating activities

Cash receipts from sales of goods and services

Cash receipts from related party for services rendered
Other proceeds from operating activities

Proceeds from interest received

Classes of payments

Payments to suppliers for goods and services
Other payments for operating activities
Payments to employees
Interest paid
Net cash flows provided by operating activities

Cash Flows Provided by (Used in) Investing Activities

Additions of property, plant and equipment and Intangible
Amounts from the sale of property, plant and equipment
Loans to related parties
Receivables from related parties

Net cash flows used in investing activities

Cash Flows Provided by (Used in) Financing Activities

Loan payment
Dividends paid
Net cash flows used in financing activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, at the beginning of the year (Note 5)
Cash and Cash Equivalents, at the ending of the year (Note 5)

Note (Audited)
December 31,
2019
ThCh$

477,734,583
559,842
121,679

12,425,160

(128,245,060)

(Audited)
December 31,
2018
ThCh$

425,029,480
424,976
545,550

9,073,497

(103,792,202)

(54,855,483) (45,895,440)
(16,819,933) (16,352,329)
(71,188,566) (65,844,302)
219,732,222 203,189,230
(107,958,311) (97,828,973)
26,300 2,596,624
(113,968,788) (99,788,665)
102,969,665 113,423,614
(118,931,134) (81,597,400)
- (20,561,613)

(19.3) (96,218,000) (58,599,012)
(96,218,000) (79,160,625)
4583,088 42,431,205
104,059,274 61,628,069
108,642,362 104,059,274

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

1 - GENERAL INFORMATION

Rentas Eléctricas Il Limitada was formed as a limited liability company by public deed on June 6, 2006. According to public
deed dated May 9, 2007, the Company acquired 100 shares owned by Transelec Holdings Rentas Limitada, corresponding
to 0.01% of the share capital of Transelec S.A. (formerly Nueva Transelec S.A.), leaving the Company with 100% ownership.
Thus, the merger took place by absorption, and the assets, liabilities, rights and obligations of Transelec S.A. (formerly
Nueva Transelec S.A.) passed to the Company. In this way, the Company directly assumed operation of the electricity
transmission business previously conducted by the aforementioned subsidiary.

On March 26, 2007, it changed its name to Rentas Eléctricas Ill S.A. and became a corporation and June 30, 2007,
Rentas Eléctricas Il S.A. changed its name to its current name, Transelec S.A. (here and after “the Company” or
“Transelec”).

On May 16, 2007, the Company was listed under number 974 in the Securities Registry of the Chilean Superintendence
of Securities and Insurance (SVS) and is subject to the supervision of the SVS. Simultaneously, it registered 1,000,000 shares,
which corresponds to the total number of shares issued, subscribed and fully paid.

On December 1, 2014, Transelec S.A., merged with its subsidiary Transelec Norte S.A. through an acquisition of 0.01% of
the shares of Transelec Norte S.A. owned by Transelec Holdings Rentas Limitada, becoming the owner of the 100% shares.

On September 1, 2015, Transelec S.A merged with its subsidiary Inversiones Electricas Transam Chile Ltda., which on
August 1, 2015, had absorbed its subsidiaries: Transmisora Huepil Ltda, Transmisora Abenor Ltda y Transmisora Araucana
de Electricidad Ltda. Through the acquisition of the investment complement which completes 100% of the ownership, in
the merger processes mentioned above.

On March 31, 2017, Transelec S.A acquired 100% shares of the company Transmisién Del Melado SpA.; thus, taking control
of this entity during April 2017. For this reason, Transelec S.A. changes from preparing the individual financial statements
as of December 31, 2016, to preparing consolidated financial statements as of June 30, 2017.

The Company is domiciled at Orinoco No. 90, floor 14, Las Condes, Santiago, Chile.

The Company has the exclusive objective of operating and developing electricity systems owned by the Company or by third
parties designed to transport or transmit electricity and may, for these purposes, obtain, acquire and use the respective
concessions and permits and exercise all of the rights and powers that current legislation confers on electric companies.
Its line of business includes: commercializing the transport capacity of lines and transformation capacity of
substations and equipment associated with them so that generating plants, both Chilean and foreign, may transmit
the electricity they produce to their consumption centers; providing engineering or management consulting services
related to the company’s line of business; and developing other business and industrial activities to use electricity
transmission facilities. The Company may act directly or through subsidiaries or affiliates, both in Chile and abroad.

The Company is controlled directly by Transelec Holdings Rentas Limitada and indirectly by ETC Transmission Holdings S.L.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

1 - GENERAL INFORMATION (continued)
As of January 16, 2018 the SVS was replaced by the Commission for the Financial Market (CMF).

The Consolidated Financial Statements of the Company for the year ended December 31, 2019, were approved by the
Board at its meeting N°197 held on March 11, 2020.

2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

The principal accounting policies applied in preparing the consolidated financial statements are detailed below. These
policies have been based on IFRS in effect as of December 31, 2019 and applied uniformly for the periods presented.

2.1 Basis of preparation of the consolidated financial statements

These Consolidated Financial Statements have been prepared in accordance with the International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board (IASB), taking into account the presentation
regulations of the SVS, which are not in conflict with IFRS.

These Consolidated Financial Statements have been prepared from the accounting records maintained by the Company.
The figures in these Consolidated Financial Statements and their notes are expressed in thousands of Chilean pesos.

In preparing these Consolidated Financial Statements, certain critical accounting estimates have been used to quantify some
assets, liabilities, income and expenses. Management was also required to exercise judgment in applying Transelec’s
accounting policies. Areas involving a greater degree of judgment or complexity or areas in which assumptions and
estimates are significant for these consolidated financial statements are described in Note 4.

The information contained in these Consolidated Financial Statements is the responsibility of the Company’s management.

The accounting policies adopted in the preparation of the Consolidated Financial Statements are consistent with those
applied in the preparation of the annual individual financial statements of the Company for the year ended December
31, 2018, except for the adoption of new standards and interpretations in effect as of January 1, 2019, which did not
materially affect the consolidated financial statements.

The Company made reclassifications to its financial statements regarding balances as of December 31, 2018. However,
these reclassifications do not have a significant effect due to they were made only for comparative purposes.

2.2 Basis of Consolidation of the Financial Statements

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiary,
including all its assets, liabilities, revenue, expenses and cash flows after carrying out the amendments and eliminations
related to the transactions between the companies that form part of the consolidation.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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TRANSELEC S.A. AND SUBSIDIARY

Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)

2.2 Basis of Consolidation of the Financial Statements (continued)

A subsidiary is a company over which Transelec S.A. exercises control in accordance with IFRS 10. In order to comply with
the definition of control according to IFRS 10, three criteria must be complied with, namely: (a) an investor has the power
over the relevant activities of the investee, (b) the investor is exposed, or has rights to, variable returns from the share in
the investee, (c) the investor has the ability to use its power over the investee to exercise influence over the amount of
income of the investor. Non-controlling interest represents the amount of net assets and profit or loss that are not property
of the Parent Company, which is presented separately in the comprehensive income statement and within equity in the
consolidated statement of financial situation.

Acquisition of a subsidiary is recorded in accordance with IFRS 3 “Business Combinations”, using the equity method. This
method requires the recognition of identifiable assets (including intangible assets previously unrecognized and goodwill)
and liabilities acquired at fair value on the acquisition date. Non-controlling interest is recognized by the portion owned
by minority shareholders on the value of recognized assets and liabilities.

The excess of acquisition cost on the fair value of the share of the Company in the acquired identifiable net assets is
recognized as goodwill. If the acquisition cost is less than the fair value of the net assets of the acquired subsidiary, the
difference is recognized directly in the income statement.

The financial statements of the subsidiary have been prepared on the same date as those of the Parent Company and the
accounting policies have been applied uniformly, considering the specific nature of each business unit.

The information regarding the entity in which the Company has control and that forms part of the consolidation is detailed
as follows:

Rut Subsidiar Participation Share Country of  Functional
v 12-31-2019 12-31-2018 origin currency
76.538.831-7 Transmision del Melado SpA 100% 100% Chile Chs

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)
23 New standards and interpretations accounting

The following new standards, amendments and interpretations has been adopted in this Financial Statements:

New standards, amendments and interpretations Date of obligatory
application
IFRS 16 Leases January 01, 2019
IFRIC 23 Uncertainty over Income Tax Treatments January 01, 2019
IFRS 3 Business combinations January 01, 2019
IFRS 9 Financial Instruments January 01, 2019
IFRS 11 Joint arrangements January 01, 2019
IAS 12 Income tax January 01, 2019
I1AS 19 Employee benefits - Modification, reduction or liquidation of the plan January 01, 2019
IAS 23 Borrowing costs January 01, 2019
I1AS 28 Investments in associates January 01, 2019

The effects of the application of IFRS 16 - Leases are described in more detail in note 2.17.

The standards and interpretations, as well as the improvements and amendments to IFRS, which have been issued but are
not yet effective at the date of these consolidated financial statements, are detailed below. The Company has not adopted
these standards in advance:

New Standards Date of obligatory
application
IFRS 17 Insurance Contracts January 1, 2021

2.3.1. New Standards

IFRS 17 Insurance Policies

In May 2017, the IASB issued IFRS 17 Insurance Contracts, a comprehensive new accounting standard for insurance
contracts covering recognition and measurement, presentation and disclosure. Once effective, IFRS 17 will replace IFRS 4
Insurance Contracts (IFRS 4) that was issued in 2005. The new standard applies to all types of insurance contracts,
regardless of the type of entities that issue them.

IFRS 17 is effective for reporting periods starting on or after January 1, 2021, with comparative figures required. Early
application is permitted, provided the entity also applies IFRS 9 and IFRS 15.

The Company is currently evaluating the impact that this new standard could generate.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)
2.3.2 Enhancements and Modifications

The enhancements and modifications, which have been issued but are not yet effective at the date of these consolidated
financial statements, are detailed below. The Company has not adopted these standards in advance:

Enhancements and Modifications Date of obligatory
application
IFRS 10 and IAS 28 Consolidated financial statements TBD
IAS1-1AS 8 Definition of Material January 1, 2020
IFRS 3 Business Combinations January 1, 2020
Conceptual Framework Updating references to the conceptual framework January 1, 2020
IFRS9 - IFRS 7 - IAS 39 Interest Rate Benchmark Reform January 1, 2020

IAS 28 - “Investments and Joint Ventures”, IFRS 10 “Consolidated Financial Statements”

The amendments to IFRS 10 Financial Statements and IAS 28 Investments in Associates and Joint Ventures (2011) address
an inconsistency recognized between the requirements of IFRS 10 and those of IAS 28 (2011) in the treatment of the sale
or contribution of assets between an investor and its associate or joint venture.

Amendments issued in September 2014 establish that when the transaction involves a business (found in a subsidiary or
not), a complete profit or loss is recognized. A partial profit or loss is recognized when the transaction involves assets that
do not constitute a business, even when the assets are found in a subsidiary. The date of obligation application of these
modifications is yet to be determined as the IASB is planning an in-depth investigation that may result in a simplification
of the accounting of associates and joint ventures. Early adoption is permitted.

The Company is currently evaluating the impact that this modification could generate.
Definition of Material (Amendments to IAS 1 and IAS 8)

On October 31, 2018, the IASB issued “Definition of Material (Amendments to IAS 1 and IAS 8)” to clarify the definition of
“material” and to align the definition used in the Conceptual Framework and the standards themselves.

The changes all relate to a revised definition of “material” which is quoted below from the final amendments: “Information
is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity”.

Three new aspects of the new definition should especially be noted:

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
11



transeLec

TRANSELEC S.A. AND SUBSIDIARY

Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

Obscuring: The existing definition only focused on omitting or misstating information, however, the Board concluded
that obscuring material information with information that can be omitted can have a similar effect. Although the
term obscuring is new in the definition, it was already part of IAS 1 (IAS 1.30A).

Could reasonably be expected to influence: The existing definition referred to 'could influence' which the Board felt might
be understood as requiring too much information as almost anything ‘could’ influence the decisions of some users even if
the possibility is remote.

Primary users: The existing definition referred only to 'users' which again the Board feared might be understood too
broadly as requiring to consider all possible users of financial statements when deciding what information to disclose.

The new definition of material and the accompanying explanatory paragraphs are contained in IAS 1 Presentation of
Financial Statements. The definition of material in IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
has been replaced with a reference to IAS 1.

The amendments are effective for annual reporting periods beginning on or after 1 January 2020. Earlier application is
permitted.

The Company is currently evaluating the impact that this modification could generate.
Definition of a Business (Amendments to IFRS 3)

On October 22, 2018, the IASB published “Definition of a Business (Amendments to IFRS 3)” aimed at resolving the
difficulties that arise when an entity determines whether it has acquired a Business or a group of assets.

The amendments are changes to Appendix A Defined terms, the application guidance, and the illustrative examples of IFRS
3 only. They:

Clarify that to be considered a business, an acquired set of activities and assets must include, at a minimum, an
input and a substantive process that together significantly contribute to the ability to create outputs;

Narrow the definitions of a business and of outputs by focusing on goods and services provided to customers
and by removing the reference to an ability to reduce costs;

Add guidance and illustrative examples to help entities assess whether a substantive process has been acquired;
Remove the assessment of whether market participants are capable of replacing any missing inputs or
processes and continuing to produce outputs; and

Add an optional concentration test that permits a simplified assessment of whether an acquired set of activities
and assets is not a business.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
(Expressed in thousands of Chilean pesos (ThCh$))
(Translation of financial statements originally issued in Spanish-See Note 2.1)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)
2.3.2  Enhancements and Modifications (continued)
Definition of a Business (Amendments to IFRS 3) (continued)

The amendments are effective for business combinations for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after 1 January 2020 and to asset acquisitions that occur on or after the
beginning of that period. Earlier application is permitted.

The Company is currently evaluating the impact that this modification could generate.
Revised Conceptual Framework for Financial Reporting

On March 19, 2018, the IASB published its revised “Conceptual Framework for Financial Reporting” (the “Framework”).
The Conceptual Framework is not a Standard and none of the concepts override those in any standard or any requirements
in a standard. The main purpose of the Framework is to guide the IASB when it develops International Financial Reporting
Standards. The Framework can also be helpful for preparers of financial statements when there are no specific or similar
standards that address a particular issue. The new Framework has an introduction, eight chapters and a glossary. Five of
the chapters are new, or have been revised substantially.

The new Framework:

Introduces a new asset definition that focuses on rights and a new liability definition that is likely to be broader
than the definition it replaces, but does not change the distinction between a liability and an equity instrument.

Removes from the asset and liability definitions references to the expected flow of economic benefits—this lowers
the hurdle for identifying the existence of an asset or liability and puts more emphasis on reflecting uncertainty
in measurement.

Discusses historical cost and current value measures, and provides some guidance on how the IASB would go
about selecting a measurement basis for a particular asset or liability.

States that the primary measure of financial performance is profit or loss, and that only in exceptional
circumstances will the IASB use other comprehensive income and only for income or expenses that arise from
a change in the current value of an asset or liability.

Discusses uncertainty, derecognition, unit of account, the reporting entity and combined financial statements.

The new Framework came into effect on its publication on March 29, 2018.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
13



transeLec

TRANSELEC S.A. AND SUBSIDIARY

Notes to the Consolidated Financial Statements
As of December 31, 2019 and 2018
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(Translation of financial statements originally issued in Spanish-See Note 2.1)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)
2.3.2 Enhancements and Modifications (continued)
Revised Conceptual Framework for Financial Reporting (continued)

In addition, the IASB published a separate document “Updating References to the Conceptual Framework” which contains
consequential amendments to affected Standards so that they refer to the new Framework. These amendments are
effective for annual periods beginning on or after 1 January 2020, with earlier application permitted.

The Company is currently evaluating the impact that this modification could generate.
Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS)

The amendments deal with issues affecting financial reporting in the period before the replacement of an existing interest
rate benchmark with an alternative interest rate and address the implications for specific hedge accounting requirements
in IFRS 9 Financial Instruments and IAS 39 Financial Instruments: Recognition and Measurement, which require forward-
looking analysis. (IAS 39 is amended as well as IFRS 9 because entities have an accounting policy choice when first applying
IFRS 9, which allows them to continue to apply the hedge accounting requirements of IAS 39). There are also amendments
to IFRS 7 Financial Instruments: Disclosures regarding additional disclosures around uncertainty arising from the interest
rate benchmark reform.

The changes in Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7): (i) modify specific hedge
accounting requirements so that entities would apply those hedge accounting requirements assuming that the interest
rate benchmark on which the hedged cash flows and cash flows from the hedging instrument are based will not be altered
as a result of interest rate benchmark reform; (ii) are mandatory for all hedging relationships that are directly affected by
the interest rate benchmark reform; (iii) are not intended to provide relief from any other consequences arising from
interest rate benchmark reform (if a hedging relationship no longer meets the requirements for hedge accounting for
reasons other than those specified by the amendments, discontinuation of hedge accounting is required); and (iv) require
specific disclosures about the extent to which the entities' hedging relationships are affected by the amendments.

The amendments are be effective for annual periods beginning on or after 1 January 2020 and must be applied
retrospectively. Early application is permitted.

The Company is currently evaluating the impact that this modification could generate.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (continued)
2.4 Foreign currency translation
24.1 Functional and presentation currency

The Company’s functional currency is the Chilean peso. These Consolidated Financial Statements are presented in
Chilean pesos.

2.4.2 Transactions and balances

Transactions carried out by each company in a currency other than its functional currency are recorded using the
exchange rates in effect as of the date of each transaction. During the period, any differences that arise between the
exchange rate recorded in accounting and the rate prevailing as of the date of collection or payment are recorded as exchange
differences in the income statement. Likewise, as of each period end, balances receivable or payable in a currency other
than each company's functional currency are converted using the period-end exchange rate. Losses and gains in foreign
currency arising from settling these transactions and from converting monetary assets and liabilities denominated in foreign
currency using period-end exchange rates are recorded in the income statement, except when they should be deferred
in equity, such as the case of cash flow.

243 Exchange rates

As of each year end, assets and liabilities in foreign currency and UF have been converted to Chilean pesos using the
following exchange rates:

Currency Chilean pesos per unit
December 31, December 31,
2019 2018
Unidad de Fomento 28,309.94 27,565.79
uss 748.74 694.77
Euro 839.58 794.75
2.5 Financial reporting by operating segments

The Company manages its operations and presents information in the Consolidated Financial Statements based on a single
operating segment, Electricity transmission.

The source of the revenues that generates the company and its assets are located in Chile.

The accompanying notes number 1 to 29 form an integral part of these consolidated financial statements
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