ECONOMIC AND FINANCIAL ASPECTS

WEG S.A.

STATEMENT OF VALUE ADDED

Years ended December 31, 2014 and 2013
In thousands of reais

Revenues

Sale of goods, products and services

Other revenues

Provision for losses on trade receivables
Inputs acquired from third parties

Material, energy, third party services and other

Others

Gross value added

Depreciation, amortization and depletion
Net value added generated by the entity

Value added received in transfers
Equity pickup

Financial income

Total value added to be distributed

Distribution of value added
Personel
Direct remuneration
Bene ts
F.G.T.S.
Taxes, charges and contributions
Federal
State
Municipal
Remuneration of third party capital
Interest
Rents
Remuneration of own capital
Dividends
Interest on equity
Retained pro t for the year
Retained pro t for the year — non controlling

The Statement of Value added is not part of the consolited IFRS nancial statements.

COMPANY
31/12/14

5.266

(392)
5.658
5.266
(117)
5.149

957.731

876.188
81.543

962.880

962.880
4.026
3.878

71
77
4.004
4.004

124
124
954.726
292.829
228.331
433.566

31/12/13

(8.975)

(278)
(8.697)
(8.975)
(117)
(9.092)

854.713
798.281
56.432
845.621

845.621
4.041
3.882

87
72
(1.777)
(1.777)

(110)
(110)
843.467
277.952
183.937
381.578

5

CONSOLIDATED

31/12/14

9.007.703 :
9.016.759 -
5399 *
(14.455)
(4.934.805) *

(4.928.949) -
(5.856) -
4.072.898 .
(250.477) -
3.822.421 !

785.503
785.503 .
4.607.924 -

4.607.924 -
1.743.761 :
1.504.548 -
166.736
72.477 -
1.213.743 :
1.097.306 *
106.178
10.259
688.104
649.430
38.674
962.316
292.829
228.331
433.566
7.590

31/12/13

7.920.152
7.922.884
7.349
(10.081)
(4.292.444)

(4.263.837)
(28.607)
3.627.708
(218.279)
3.409.429

599.974
599.974
4.009.403

4.009.403
1.456.866
1.249.742
141.500
65.624
1.148.954
1.034.349
106.907
7.698
558.279
524.536
33.743
845.304
277.952
183.937
381.578
1.837

See the accompanying notes to the financial statements
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5

WEG S.A.

NOTES TO FINANCIAL STATEMENTS

At December 31, 2014
(In thousands of reais, except when indicated otherwise).

1 - Company information

WEG S.A. (the “Company”) is a publicly traded company with main place of business at Ave-
nida Prefeito Waldemar Grubba, No 3.300, in Jaragua do Sul - SC, Brazil, holding company
member of the WEG Group, and its business purpose is the manufacture and marketing of
capital goods, such as, electric motors, generators and transformers; reducers, geared re-
ducers, frequency inverters, starter motors and maneuver devices; control and protection of
electric circuits and industrial automation; electric traction solutions (land and sea); solutions
for the generation of renewable and distributed energy, exploring all opportunities in small
hydroelectric plants and thermal biomass, wind and solar energy sources; no-breaks and
alternators for groups of generators; electric substations; industrial electrical and electronic
equipment systems; and industrial paint & varnish. The operations are performed through
manufacturing facilities located in Brazil, Argentina, Mexico, United Stated, Portugal, Austria,
South Africa, India, and China.

The Company has shares traded on BM&F Bovespa under the code “WEGES” and has been
listed since June 2007 in the special segment of corporate governance called New Market.

The Company has American Depositary Receipts (ADR) — Level 1 that are traded on over-the-
counter (OTC) market, in the United States under the symbol WEGZY.

2 - Basis of preparation and
significant accounting policies

2.1 Statement of compliance (regarding the IFRS and CPC standards)
In relation to the consolidated and individual financial statements, both were made considering
all the relevant information of the Company and its subsidiaries.

a) Consolidated financial statements

The financial statements were prepared in accordance with accounting practices adopted in
Brazil, that include rules issued by the Brazilian Securities and Exchange Commission (CVM)
and pronouncements (CPC), which comply with international accounting standards issued by
international (IASB).
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5

b) Individual financial statements (Company)

The individual financial statements were prepared in accordance with the accounting practices
adopted in Brazil issued by the Brazilian FASB (CPC) and are published jointly with the conso-
lidated financial statements.

Authorization to complete the preparation of these financial statements individual and conso-
lidated was granted at the executive board meeting on February 6, 2015.

2.2 Consolidation basis
Em relacdo as demonstracdes financeiras consolidadas e individuais, ambas foram elabora-
das considerando todas as informacdes relevantes da Companhia e suas controladas.

a) Demonstracoes financeiras consolidadas

The financial statements consolidated are prepared in the same reporting period as the parent
company, using consistent accounting policies, and are represented by the financial state-
ments of the subsidiaries.

Are eliminated all balances, revenues, expenses, gains and unrealized losses, arising from
transactions between Group companies included in the consolidation.

A change in interest equity on a subsidiary that does not result in loss of control is accounted
for a transaction between shareholders under equity. The profit and loss for the year and com-
prehensive income are attributed to the company’s shareholders and the non-controlling sha-
reholders of consolidated companies. Losses are attributed to noncontrolling interest, even if
these result in negative balance.

The subsidiaries that compose the consolidated financial statements are presented in Note
11.

2.3 Business combination

Upon acquiring a business, the Company assesses financial assets and liabilities assumed
so as to classify them and allocate them in accordance with contractual terms, economical
circumstances and relevant conditions within no longer than one year from acquisition date.
In the event of a business combination in stages, fair value on acquisition date of interests
previously held in the acquired company’s capital is reassessed at fair value on the acquisition
date, and any impacts are recognized in income statements.

Goodwill is initially measured as transferred payment exceeding amount in relation to acquired
net assets (identifiable net assets acquired and liabilities assumed). If payment is lower than fair
value of acquired net assets, difference should be recognized as gain in income statements.
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After initial recognition, goodwill is measured at cost, net of any accumulated impairment losses.
For impairment test purposes, goodwill acquired in a business combination is, as from acquisition
date, allocated to each Company’s cash generating unit, which are expected to benefit from such
combination synergy, regardless of other assets or liabilities of the acquired company being attri-
buted to these units.

When goodwill is part of a cash generating unit and a portion thereof is disposed of, goodwiill rela-
ted to the portion sold is to be included in the cost of operations upon computing gains or losses
from disposal. Goodwill of this transaction is computed based on amounts proportional to the
portion sold in relation to the cash generation unit.

In the individual financial statements of the parent company financial information of subsidiaries are
recognized under the equity accounting method.

2.4 Foreign currency translation

a) Functional currency of companies of the Group

Consolidated financial statements are presented in reais (R$), which is the functional currency of
the Company and its subsidiaries located in Brazil.

The functional currency of the foreign subsidiaries is determined based on the primary economic
environment in which it operates, and when the currency differs from the financial statements
currency and presentation, this shall be translated into reais (R$) on the date of the financial sta-
tements.

b) Transactions and balances

Transactions in foreign currencies are initially recorded based on the functional exchange rate effec-
tive at the date of the transaction. Monetary assets and liabilities stated in foreign currency are then
retranslated at the functional currency exchange rate in force as of balance sheet date. All currency
translation differences are recognized in P&L. Nonmonetary items are measured at historical cost in
foreign currency are translated into foreign currency by using the exchange rate prevailing on dates
of initial transactions. Nonmonetary items that are measured at fair value in a foreign currency are
translated using the exchange rates prevailing upon the fair value determination.

c) Translation of balances of the Group’s company overseas

Assets and liabilities of foreign subsidiaries are translated into reais by the exchange rate effective
on the date of financial statements, and the corresponding financial statements are translated by
the monthly average exchange rate. Exchange rate differences resulting from such translation shall
be individually accounted for in equity. Whereupon the sale of a subsidiary abroad, the cumulative
deferred value recognized in equity, related to this subsidiary abroad, shall be recognized in the
income statement.

2.5 Cash and cash equivalents

Include cash, credit balances in current accounts, investments redeemable in the short term, which
are registered at cost plus interest earned up to the year closing date, in accordance with rates
agreed with financial institutions and do not exceed its market or realization value.

5
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2.6 Short-term investments

Are investments classified as held to maturity, which are recorded at cost values plus income
earned up to the date of the balance sheet, according to the rates agreed with financial insti-
tutions and do not exceed the market value and achievement.

2.7 Customers

Correspond to trade accounts receivable for the sale of goods or rendering of services in the
normal course of activities, presented at present and realization value. Allowance for doubtful
accounts is calculated based on credit risk analysis, which considers the percentage trade
acceptance bill, market liquidity and the credit level, being sufficient to cover losses on amou-
nts receivable.

2.8 Inventories

Inventories are evaluated and stated at average acquisition or production cost, considering the
present value, when applicable. The Company and its subsidiaries inventory costing is carried
out by means of absorption, by using the weighted moving average.

Provisions for (i) realization; (i) slow-moving; and (iii) obsolete inventories are recognized in
accordance with Company policy. Imports in transit are stated at accumulated cost of each
import.

2.9 Property, plant and equipment
The fixed assets are stated at cost of acquisition and / or construction, less depreciation, ex-
cept for land, which is not depreciated.

Expenses with repair and maintenance that do not increase the useful life of assets are recog-
nized as expenses, when incurred. Gains and losses from disposals are assessed by compa-
ring the sale’s product with the net book value and are recognized in the income statement.

Depreciation is calculated by the straight line method considers the asset’s useful life, and
reviewed periodically with the purpose of adjusting depreciation rates in according to the
necessity.

The accounting values of fixed assets are reviewed at each balance date to determine if there
is indication of impairment. If such indication exists, then the asset’s recoverable amount is
estimated.

2.10 Intangible assets

These are assessed at acquisition cost, deducted of amortization. Intangible assets with
finite useful lives are amortized based on the estimated period for the generation of future
economic benefits. Goodwill based on estimated future profitability, has no defined useful
lives, was amortized up to December 31, 2008. As of 2009, goodwill is subject to impairment
test annually or whenever there are indications of loss of economic value.
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2.11 Research, development and innovation

Expenditures on research, development and innovation undertaken with the opportunity to
gain knowledge, scientific and technological understanding and care projects customized pro-
ducts activities are recognized in income as incurred.

2.12 Provision for contingencies

Provisions are recognized when the Company and its subsidiaries have a current obligation
arising from past events, with probable need for an outflow of resources to offset the obligation
and allowing for the amount to be reliably estimated. Provision are periodically reviewed accor-
ding to their nature and based on the opinion of the Company legal counselors.

2.13 Provision for warranty
The provision for warranties is recognized when the goods or services to which they relate are
sold on the basis of historical data and warranty periods.

2.14 Profit sharing

The Company and its subsidiaries record a provision for profit sharing to employees and
directors based on programs that establish operational goals annually and approved by the
Board of Directors. The amount is recognized in the income statement in accordance with the
achievement of goals.

2.15 Dividends and interest on equity

Dividends and interest on equity capital allocated to dividends are recognized as a liability
based on minimum dividends defined by the Company’s articles of incorporation. Any amount
exceeding the minimum mandatory is only recognized as a liability upon the shareholder’s
approval in a Board and ad referendum of the Annual General Meeting.

Dividends proposed to the Board of Directors remain recorded in equity under the heading of
additional dividends.

2.16 Adjustment to present value

The assets and liabilities when relevant, were adjusted to present value based on market
discount rate (CDI -Interbank Deposit Certificate). The measurement of the present value ad-
justment was performed on an exponential basis pro rata basis, from the origin of each tran-
saction.

2.17 Benefit plan

The Company and its subsidiaries sponsors a pension plan that provides benefits to risks and
benefit of scheduled term. The benefits of risk (disability , death pension , sickness and death
benefit ) are structured in the form of defined benefit and funded entirely by the Sponsor , the
financial arrangements split. The benefit of scheduled term ( monthly life annuity reversible and
permanent financial monthly income ) are structured according to the Variable Contribution
and funded by the Participants and the Sponsor, the financial scheme Financial Capitalization
Actuarial liabilities to the plan of benefits are established and recorded based on actuarial cal-
culations prepared periodically by independent actuaries, being covered by collateral assets of
the benefit plan . The actuarial calculations are made using actuarial , financial and economic
assumptions such as mortality table mortality table invalid , annual real rate of interest and
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historical event data , death, disability and disease , occurring in prior periods for calculation
of corresponding costs.

2.18 Financial instruments
The main financial instruments of the Company and its subsidiaries include:

a) Cash and cash equivalents: Presented at market value, equivalent to its book value;

b) Short-term investments: The market value is reflected in the amounts recorded in the
balance sheets. Short-term investments are classified as intended for trading.

c) Loans and financing: The main purpose of this financial instrument is to generate resour-
ces to finance the Company and its subsidiaries expansion programs and supply cash flows’
needs in a short term:

- Financings and loans in local currency — are classified as financial liabilities non-measured
at fair value and accounted for at their restated amounts pursuant to the fees agreed upon.
Market values of said loans are equivalent to their book value, for being financial instruments
with particular characteristics from specific financing sources.

- Financings and loans in foreign currency — are loans contracted to support working capital of
commercial operations in Brazil and in subsidiaries abroad and are restated pursuant to fees
agreed upon.

- Swap and NDF Operations — “Non Deliverable Forwards”: Classified as derivative financial
instruments, registered based on their market price.

2.19 Treasury stock

These are recognized at cost and deducted of equity. No gains or losses are recognized in
P&L on purchase, sale, issue or cancellation of the Company’s own equity instruments. Any
difference between the book value and the consideration received is recognized in other ca-
pital reserves.

2.20 Stock option plan

The company grants stock options to the Company’s executive officers, which only exercice
after vesting period. The options are measured at fair value based on the granting date by
using the Black-Scholes-Merton pricing model and are recognized as expenses under the
other results accounts in the income statement for the year matched against capital reserve
in Equity to the extent that the deadlines for the exercise of call option periods are realized.

Changes and reversals subsequent to calculation of acquisition are performed only upon: (i)
decrease in the price of options granted for the year; (i) decrease in number of options that
are expected to be granted.
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2.21 Government grants and assistance

The government grants are recognized when there is reasonable assurance that the benefit
will be received and the corresponding conditions were met. When the benefit refers to ex-
pense item, it will be recorded in income in equal amounts throughout the expected useful
life of the corresponding benefit, on a systematic basis in relation to cost of which the benefit
intends to settle. When the benefit refers to assets, it is recognized as deferred income and
recorded in income in equal amounts over the expected useful life of the corresponding asset.
When the Company and its subsidiaries receives non-monetary benefits, the relevant item and
the benefit are recorded at par value and reflected in the income statement over the expected
useful life of the asset in equal annual installments.

2.22 Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will be ge-
nerated in favor of the Company. Is measured at the fair value of the consideration received,
excluding deductions, rebates and taxes or duties on sales. Revenue from the sale of goods is
recognized in income statements when all inherent risks and rewards have been transferred to
the buyer. The revenue of services is recognized in income based on its realization.

2.23 Constructions contracts

When the results of a construction contract is estimated reliably, revenue and costs are recog-
nized based on the stage of completion at the end of the period, measured according to the
proportion of costs incurred in relation to the estimated total contract costs.

2.24 Taxes

a) Income and social contribution taxes - current and deferred

Income and social contribution taxes of the Company and subsidiaries in Brazil are calculated
at 25% and 9% rates, respectively, and consider the offsetting of tax loss and negative basis
limited to 30% of taxable income, except for subsidiaries established abroad, which comply
with tax rates valid in the respective country. Deferred tax is recognized in respect of temporary
differences between the book values of assets and liabilities for financial statement purposes
and the corresponding amounts used for taxation purposes.

b) Other taxes

Revenues, expenses and assets are recognized net of sales taxes, except taxes on purchases
of goods or services are not recoverable from the taxation authority, in which case the tax is
recognized as part of the cost of acquisition of the asset or item expense, as appropriate.

2.25 Segment information

The management defined the operational and geographical segments of the Company based
on the reports used internally for strategic business decision-making. The Company’s mana-
gement is structured and aligned with information of the operations considering the industrial,
energy, foreign and consolidated segments.
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2.26 Statement of value added

The Company and its subsidiaries prepares the statements of value added (DVA), as required
by Brazilian law as part of their individual financial statements and supplementary information
to the consolidated financial statements. This statement aims to disclose the wealth created
by the Company and its subsidiaries distribution in the period. The first part represented by
revenues (gross sales revenue, including taxes incident it took thereon and other revenue
net of allowance for doubtful accounts), inputs acquired from third parties (cost of sales and
purchases of materials, energy and outsourced services, including taxes levied at the time of
acquisition, the effects of loss and recovery of assets, depreciation and amortization) and the
amount received from third parties (equity income, interest income and other income). The
second part represented by the distribution of wealth among personnel, taxes, fees and con-
tributions, interest on third-party capital and pay equity.

2.27 New pronouncements that are not yet in force

The Management has been following the pronouncements that: () were issued, however
shall be effective only as from January 1, 2015; and (i) are under consideration by regulatory
agencies and are public knowledge, and concluded that none of these pronouncements
should cause significant impacts on the Company’s financial statements.

3 - Accounting estimates

The financial statements included the use of estimates which considered reviews and
Management’s judgments, past and current event experiences, assumptions related to future
events and other objective and subjective factors. Significant items subject to these estimates
and assumptions include:

a) credit risk analysis for the determination of the allowance for doubtful accounts;
b) review of the economic useful life of fixed assets and their recovery in operations;
c) fair value measurement of financial instruments;

d) commitments with employees’ benefit plans;

e) transactions with stock option plan;

f) deferred income tax, and

g) Provisions for contingencies

The settlement of transactions involving these estimates may result in amounts different from
those recorded in the financial statements due to the misstatements inherent to the estimate
process. Estimates and assumptions are periodically reviewed.
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4 - Cash and cash equivalents
. coweaw  CONSOLDATED

31/12/14 31/12/13 311214 31/12/13
a) Cash and banks 24 28 302.346 248.149
b) Short-term investments 886.676 870.878 3.025.669 3.125.650
In local currency 886.676 870.878 2.916.630 3.027.945
Bank Deposit Certificate (CDB), Repurchase operations 886.676 870.878 5 916.630 3.027.945
and Investment funds
In foreign currency - - 65.299 96.036
Certificates of Deposits Abroad, Repurchase operations - - 23.512 67.997
Other balances held abroad - - 41.787 28.039
SWAP - - 42.590 553
NDF - “Non Deliverable Forwards” - - 1.150 1.116

Investments in Brazil:
Are remunerated at the rates of 100% to 105.3% of the CDI (100% and 103.5% of CDI at Decem-
ber 31, 2013).

Investments abroad:

Interest Rate Original currency value 311214 31/12/13
In Euros 0,005%a 0,08 %a.a 1.659 5.410 25.002
In US Dollars 0,20% a 0,25 % a.a. 6.809 18.102 42,995
In others currency 1,6%a 20,65 %a.a. Sundry 41,787 28.039
TOTAL 65299  96.036

5 - Short-term Investments

311214 © 311213 3112/14 g31/12/13

Certificate of deposit and repurchase operations 57.699 - 865.162 -
Others - 1.047 2230
TOTAL 57699 | - 866.209 = 2.230
Short-Term 57.699 - 865.162 | -
Long-Term - - 1.047 § 2230

The Company and its subsidiaries have investments in the amount of R$ 865,162 which are inte-
rest at rates from 100% to 105.3% of CDI
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6 - Trade accounts receivable

a) Breakdown of balances
Domestic Market
External Market
SUBTOTAL
Present value adjustment
Allowance for losses on trade receivables
TOTAL

b) Losses on trade accounts receivable for the period

c) Maturity of trade notes
Not yet due
Due: Up to 30 days
Over 30 days
TOTAL

A movimentacao da provisao com perdas de créditos de clientes esta demonstrada a seguir:

Balance at 01/01/2013
Losses written-off

Setting up of provisions
Reversal of provisions
Balance at 12/31/2013
Losses written-off

Setting up of provisions
Balance at 12/31/2014

/- Inventories

Finished products

Products in process

Raw materials and others

Imports in transit

Provision for slow moving

Total inventories - domestic market

Finished products

Products in process

Raw materials and others

Provision for slow moving

Total inventories - external market

OVERALL TOTAL

The changes of provision for slow moving is as follows:

Balance at 01/01/2013
Inventories write-off
Setting up of provisions
Balance at 12/31/2013
Reversal write-off

Setting up of provisions
Balance at 12/31/2014

[Weq
CONSOLIDATED
31H12/14 31/12/13
986.990 833.903
921.931 856.826
1.908.921 1.690.729
(1.361) (3.950)
(39.696) (27.973)
1.867.864 1.658.806
5.020 2.345
1.652.153 1.470.047
111.114 104.446
145,654 116.236
1.908.921 1.690.729
(18.190)
2.345
(14.068)
1.940
(27.973)
5.020
(16.743)
(39.696)
CONSOLIDATED
3112114 | 31/12/13
319.997 271.911
314.885 260.049
300.553 248.487
43.777 63.501
(10.882) (11.012)
968.330 832.936
492.000 427.344
123.208 93.497
149.443 114.545
(28.062) (22.395)
736.589 612.991
1.704.919 | 1.445.927
(27.013)
6.915
(13.309)
(33.407)
1377
(6.914)
(38.944)

Inventories are insured and their coverage is determined considering the values and level of risk involved. Recognition
and reversal of provision of loss for slow moving are recorded in cost of goods sold.
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8 - Taxes recoverable

State VAT (ICMS) on capital expenditures

Value Added Tax (IVA) from foreign subsidiaries

PIS/COFINS on capital expenditures
ICMS
Pl
IRPJ/CSLL recoverable
PIS/COFINS
Reintegra
Other
TOTAL
Short-term
Long-term

COMPANY
3112/14 31/12/13
8.948 10.573
8.948 10.573
8.948 10.573

5

CONSOLIDATED
3112/14 : 3112/13
29.827 25.989
65.209 67.222
2.647 2.585
20.446 22.991
16.619 13.368
15.918 21.552
11.248 7.335
13.441 17.882
3.312 4.253
178.667 183.177
159.446 166.384
19.221 16.793

Credits will be realized by the Company and its subsidiaries through regular tax collection, also inclu-
ding tax credits subject to refund and/or offset.

9 - Related parties

Business transactions of purchase and sale of products, raw materials and contracting of services as
well as financial transactions of loans, raising of funds among Group companies and Management fees

are as follows:

AMOUNT OF OUTSTAN-
DING BALANCES

BALANCE SHEET
Noncurrent assets

Management of financial resources
WEG Equipamentos Elétricos S.A.

Current liabilities

Agreements with directos/officers

Noncurrent liabilities
Management of financial resources

WEG Equipamentos Elétricos S.A.

INCOME STATEMENT

Management compensation:
a) Fixed (fees)
Board of Directors
Executive Board

b) Variable (profit sharing )

Board of Directors
Executive Board

132

COMPANY
31H2/14 | 31112/13
- 1.193
1.193
873 -
873
COMPANY
311214 | 3112/13
1.915 1.916
955 1.017
960 899
1.765 1.916
880 1.017
885 899

CONSOLIDATED
3142/14 | 311213
3.075 2.206
3.075 2.206
CONSOLIDATED
311214 | 31H2/13
20.148 18.010
1.909 2.033
18.239 15.977
14.967 15.662
1.760 1.888
13.207 13.774
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ADDITIONAL INFORMATION:

a) Business transactions

The transactions of purchase and sale of inputs and products are made under the same con-
ditions with unrelated third parties, prevailing spot sales;

b) Management of financial resources

The financial and commercial operations between Group companies are recorded, in com-
pliance with the requirements of the Group’s bylaws; The credit/debit contracts entered into
with managements are recorded subject to interest between 95% and 100% of the CDI va-
riation;

c) Services provision and other covenants

WEG Equipamentos Elétricos S.A. entered into an agreement for “Guarantees and Other Co-
venants” with Hidraulica Industrial S.A. Ind. e Com - HISA, for WEG to be sponsor in loan ope-
rations and provide guarantee to customers (Performance Bond, guarantee insurance, etc.);

d) Securities and guarantees
WEG SA has sureties and guarantees to subsidiaries abroad, in the amount of US$ 190,5
million (US$ 196,9 million at December 31, 2013);

e) Management compensation

Board of Directors members were paid the amount of R$ 1,909 (R$ 2,033 at December 31,
2013) and the executive officers were paid the amount of R$ 18,239 (R$ 15,977 at December
31, 2013), for their services, aggregating the total of R$ 20,148 (R$ 18,010 at December 31,
2013). It is expected the participation of 0% to 2.5% of net income to be paid to management
as long as the result of activity on capital invested. The provision is recognized in P&L for the
period, in the amount of R$ 14,967 (R$ 15,662 at December 31, 2013), under other opera-
ting expenses. Board members and officers receive additional corporate benefits, as follows:
Health and dental insurance, life insurance, supplementary pension benefits, among others.

10 - Deferred taxes

Credits and deferred tax liabilities for income tax and social contribution was calculated according
to the standards.

a) Breakdown:
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Income tax losses
CSLL tax losses

Temporary differences:
Provision for contingencies
Taxes questioned in court
Losses on trade receivables
Losses on low movement inventories
Labor severance pay and for contract termination
Freight and sales commissions
Services from third
Employee profit sharing
Others
Provision for contingencies
Accelerated depreciation incentive - Law n°® 11.196/05
Deemed cost of PP&E
TOTAL
Noncurrent assets
Noncurrent liabilities

b) Estimated realization term

COMPANY
31/12/14

58

31/12/13
267
172

CONSOLIDATED
3112/14 31112/13
31.775 35.917
8.361 7.947
47.024 40.206
26.350 27.038
5.210 5.275
8.471 9.887
16.165 12.656
10.191 8.858
46.420 22915
8.303 10.759
7.935 15.005
(160.806) | (133.428)
(6.387) (5.522)
(267.137) | (291.542)
(227.125) | (234.029)
55.864 60.376
(282.989) : (294.405)

Management estimates that deferred assets arising from temporary differences will be realized
in proportion to realization of contingencies, losses and projected obligations.

In relation to deferred tax credits calculated on income and social contribution tax losses, ma-
nagement estimates that they will be realized within the next 5 years, with a view to projecting
future profits. The estimated realization of tax losses is founded based on the projection of the
discounted cash flow, calculated periodically with premises in accordance with the prospects

of each business.
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11 - Investments

11.1 Investments in subsidiaries

WEG Equipamentos Elétricos S.A. (*)
RF Reflorestadora Ltda.

WEG Tintas Ltda.

WEG Amazonia S.A.

WEG Administradora de Bens Ltda.
WEG Logistica Ltda.

WEG Linhares Equips. Elétricos S.A.
WEG Drives & Controls Aut. Ltda.

WEG Partner Aerogeradores S.A.

WEG -Cestari Redut. Motorredut. S.A.
WEG Automacao Critical Power Ltda.
Hidrdulica Indl. S.A. Ind. e Com.

Agro Trafo Adm. de Bens S.A.

Injetel Ind. Com. Comp. Plasticos Ltda.
Ind. de Tintas e Vernizes Paumar S.A.
WEG -Jelec Oil and Gas Sol. Aut. Ltda.
Zest Electric Motors (Pty) Ltd.

Zest Energy (Pty) Ltd.

Shaw Controls (Pty) Ltd.

WEG Transf. Africa (Pty) Ltd.
Electric/Instrumentations Eng. Cont.(Pty)
WEG (Germany ) GmbH

Watt Drive GmbH

Wurttembergische Elektromotoren GmbH
WEG Equipamientos Electricos S.A.
Pulverlux S.A.

EPRIS Argentina S.R.L.

WEG Austrdlia Pty Ltd.

Watt Drive Antriebstechnik GmbH

WEG International Trad e GmbH

WEG Holding GmbH

WEG Benelux S.A.

WEG Chile S.A.

WEG (Nantong ) Electric Motor Co., Ltd.
Changzhou Machine Master Co., Ltd.
Changzhou Master Machinery Co., Ltd.
Changzhou Sinya Electromotor Co., Ltd.
Changzhou Yatong Jiewei Elect., Ltd.
Wuxi Ecovi Technology Co., Ltd.
Jiangsu Shiya Elect. Technolog Co., Ltd.
The First Drive Technology Co., Ltd.
WEG (Jiangsu) Electric Equip. Co., Ltd.
Watt Euro-Drive Pte. Ltd.

WEG Singapore Pte. Ltd.

WEG Colombia Ltda.

WEG Middle East Fze.

WEG Ibéria Industrial S.L.

WEG Electric Corporation
Electric Machinery Company Inc.
WEG Service Co.

WEG France SAS

Zest Eletric Ghana Ltd.

E &I Electrical Ghana Ltd.

WEG Industries india Private Ltd.
WEG Electric (india) Private Ltd.
WEG Electric Motors (UK) Ltd.
WEG Itdlia S.R.L.

WEG Electric Motors Japan Co. Ltd.
Watt Euro-Drive SDN BHD

WEG México S.A. de C.V.

WEG Transform. México S.A. de C.V.
Voltran S.A. de C.V.

ENI Eletrical Mogambique (Pty) Limited
WEG Peru S.A.

WEG Euro Ind. Electrica S.A.

WEG Electric CIS

WEG Scandinavia AB

ENI Eletrical Tanzania (Pty) Limited
WEG Industrias Venezuela C.A.

E &1 Zambia Ltd.

TOTAL

Brazil

South Africa

Germany

Argentina
Australia
Austria

Belgium
Chile

China

Singapore

Colombia

Arab
Emirates

Spain

USA

France

Ghana

India

England
Italy
Japan

Malaysia

Mexico

Mozambique
Peru
Portugal
Russia
Suécia
Tanzénia
Venezuela
Zambia

(*) Equity pickup adjusted by unearned income
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3.502.936
169.296
114. 547

43.723
24.833
98.341
173.630
380.357
9
39.249
38.714
46.572
7137
4.290
104.068
11
183.624
3.968
3.202
6.280
19.474
46.337
4.497
6.418
76.981
1.944
64
19.492
377
161
1.068.600
40.098
29.369
109.944
17.875
648)
12.315
36.976
(4.075)
11.241
10.734
65.373
18.456
2.765
11.942

(4.251)

52.806
184.556
30.66
7.038
13.978
(1.391)
(55)
129.975
1.418
16.380
13.215

1.901
3.521
158.620
44.849
60.395
®)
845
52.991
4.381
4.054
545
8.424
266

797.136
4215
23.336
5.692
2149
14511
43.158
71.859
3.291
2548
2.421
140
261
(2.461)
1
23.420
4,691
(2.602)
1.811
(3.541)
(4.909)
473
(504)
25.807
1.002
7)
(10.104)
(5.327)

97.882
2.005
2.869
20.163
195
(137)
5.346
145

131
22.853
2.469
10.016
2
(800)
9.066
1.434
(809)
415
(5.405)
(542)

31/12/14

Direct
100,00
100,00
99,91
0,02
4,41

89,20

0,03

91,75

Indirect

0,09
99,98
95,59
100,00
100,00
10,80
99,90
50,00
99,97
62,32

8,25
100,00
100,00
100,00
100,00
76,09
100,00
100,00
86,67
100,00
100,00
100,00
89,55
100,00
100,00
100,00
100,00
100,00
100,00
100,00
92,00
100,00
100,00
100,00
100,00
100,00
100,00
100,00
100,00
100,00
100,00
100,00
99,00

100,00

100,00
100,00
100,00
100,00
100,00
100,00
90,00
100,00
95,00
100,00
99,93
100,00
100,00
100,00
60,00
60,00
66,67
99,95
94,26
100,00
100,00
100,00
99,99
50,00

31/12/13

Direct
100,00
100,00
99,91
0,02
5,00
0,01
99,99

0,05

91,75

Indirect

0,09
99,98
95,00
100,00
99,99

0,01
99,90
50,00
99,95
62,32

8,25
100,00
99,99
100,00
96,62
70,00
89,47
100,00
86,67
100,00
100,00

89,55
100,00
100,00
100,00
100,00
100,00
100,00
99,99
92,00
100,00

100,00
100,00
99,00

100,00

100,00
99,21
100,00
100,00
100,00
100,00
90,00
99,99
95,00
100,00
99,93
100,00
100,00
99,99
60,00
60,00
99,95
94,26
100,00
100,00

99,99
50,00

31/12/14

791.750
4.215
23.314
1
49

54.544

Q)
478

876.188

=

3112113 31112114 31/12113
695213 | 3.502.936 3.122.002
6.051 169.296 = 167.488
22289 | 114441 98702
- 7 6
645 1.095 1.656
- 1 1
68.951 339277 | 305583
1 11 20
1.967 6.548 6.420
1.995 8.207 5970
555 2.350 2156
6 120 131
176 - 1116
&) 71 32
1 9 9
- 1 1
1 - 1

433 3.043 2.856

798.281 4.147.413 3.714.150
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11.2 Acquisitions 2014

(i) Zest Electric Motors (Pty) Ltd.

In January 2014, the subsidiary WEG Equipa-
mentos Elétricos S.A., acquired 3.38% of Zest
Electric Motors (Pty) Ltd. The goodwill, in the
amount of R$ 2,699, was initially measured as
transferred payment exceeding amount in rela-
tion to acquired net assets and recognized in
equity as capital transaction.
(ii) Wirttembergische Elektromotoren
GmbH

In February 2014, the subsidiary WEG Equipa-
mentos Elétricos S.A., acquired the company
Wairttembergische  Elektromotoren  GmbH,
manufacturer of electric motors and gearmo-
tors in Germany. The goodwill, in the amount of
R$6,265, was initially measured as transferred
payment exceeding amount in relation to ac-
quired net assets.

(iii) Changzhou Sinya Electromotor Co.,
Ltd. - Grupo SINYA

In June 2014, after approval from Chinese re-
gulators, the subsidiary WEG Equipamentos
Elétricos S.A., acquired the company Chang-
zhou Sinya Electricmotor Co., Ltd., a manufac-
turer of electric motors for washing machines
and clothes dryers in China. The goodwill in the
amount of R $ 60,211, was initially measured
as the excess of the consideration transferred
over the net assets acquired..

(iv) Changzhou Master Machinery Co., Ltd.
e Changzhou Machine Master Co., Ltd.

In June 2014, after approval from Chinese re-
gulators, the subsidiary WEG Equipamentos
Elétricos S.A., acquired the companies Chan-
gzhou Master Machinery Co., Ltd and Chang-
zhou Machine Master Co., Ltd., manufacturers
of components in China. The goodwill in the
amount of R $ 43,763, was initially measured
as the excess of the consideration transferred
compared to the net assets acquired.
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(v) Efacec Energy Service Ltda.

In September 2014, the Company announced
the signing of an agreement for the acquisition
of Efacec Energy Service Ltda., company en-
gaged in the maintenance of power transfor-
mers, motors, generators, circuit breakers and
field engineering services to various industrial
segments energy. The acquisition does not in-
clude the financial statements of December 31,
2014. The Company is awaiting approval from
Brazilian protection to competition authorities.

(vi) FTC Energy Group.

In October 2014, the Company announced the
signing of an agreement for the acquisition of
FTC Energy Group, a company engaged in the
manufacture and assembly of electrical panels
for process automation in Colombia. The ac-
quisition does not include the financial state-
ments of December 31, 2014. The Company
is awaiting the approval of the competition
protection authorities and other technical and
commercial terms.

(vii) Jelec Inc. (Joint Ventures)

In November 2014, the Company announced
the signing of joint ventures have been esta-
blished under the Jelec Inc. (“Jelec”), a com-
pany specialized in engineering and integration
of automation systems in the United States.
The joint venture does not integrate the Finan-
cial Statements of December 31, 2014.

(viii) Antriebstechnik KATT Hessen GmbH
In December 2014, the Company announced
the signing of an agreement for the acquisi-
tion of Antriebstechnik KATT Hessen GmbH, a
company engaged in the manufacture of elec-
tric motors in Germany. The acquisition does
not include the financial statements of Decem-
ber 31, 2014. The Company is awaiting the
approval of the German authorities.
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[LEq
12 - Property, plant and equipment
The Company and its subsidiaries capitalized in 2014, the cost of borrowing in the amount
of R$ 188 (R$ 592 at December 31, 2013) regarding ongoing constructions. The costs are
capitalized until the moment of transfer of construction in progress to property, plant and equi-
pment in use.
COMPANY CONSOLIDATED
311214 31/12/13 311214 i 31112113
Land 1.440 H 1.440 378.747 337.735
Construction and facilities 5.639 5.639 944.907 878.537
Equipment - 3.150.970 2.831.826
Furniture and fixtures 103.459 95.235
Hardware 89.903 84.030
Construction in progress 116.886 84.418
Reforestation 53.051 51.571
Other - 104.205 39.246
Total PPE 7.079 7.079 4.942.128 4.402.598
Accumulated deprec,/depletion Annual depreciation rate (%)  (2.366) (2.249) (2.064.186) : (1.788.042)
Construction and facilities 02203 (2.366) (2.249) (249.834) (217.469)
Equipment 05a20 - - (1.664.119) i (1.434.703)
Furniture and fixtures 07a10 (54.869) i (49.010)
Hardware 20a50 (62.829) (58.802)
Reforestation - - (14.076) (11.033)
Other - - (18.459) (17.025)
TOTAL NET PPE 4.713 4.830 2.877.942 2.614.556
a)Summary of changes in property, plant and equipment - consolidated:
. Transfer . i Deprec. and Exchange
PP&E Classification 31/12/13  petween classes  Acquis. Write-offs depletion effect 31A2/14
Land 337.735 9.819 28.796 (1.030) - 3.427 378.747
Construction and facilities 661.068 33.676 15.729 (924) (23.456) 8.980 695.073
Equipment 1.397.123 27.771 245.611 (7.011) (192.321) 15.678 1.486.851
Furniture and fixtures 46.225 354 8.420 (261) (6.448) 300 48.590
Hardware 25.228 30 10.618 (156) (9.189) 543 27.074
Construction in progress 84.418 (72.4871) 108.442 (4.602) - 1.109 116.886
Reforestation 40.538 - 1.480 (3.043) - 38.975
Other 831 66.911 912 (4.256) 951 85.746
TOTAL 2.614.556 - 486.007 (14.896) (238.713) 30.988 2.877.942

b) Amounts offered in guarantee - PP&E items were provided as collateral for loans, financing, labor claims and

tax suits in the amount of R$ 23,118 (R$ 23,118 at December 31, 2013).
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13 - Intangible assets — consolidated

Accumulated

Amortization/Years Cost B
Amortization

Software license 5 90.209 (63.866)
Right of use of property 50 - 99 56.638 (17.248)
Other 5 185.818 (170.234)
Subtotal 332.665 (251.348)
Goodwill - Acquisition of subsidiaries - 611.643 (21.353)
TOTAL 944.308 (272.701)

a) Summary of changes in intangible assets:

31/12/13 Additions Amortization

Software license 23.733 10.671 (6.734)
Right of use of property 7.840 27.718 (332)
Other 9.199 9.115 (4.698)
Subtotal 40.772 47.504 (11.764)
Goodwill - Acquisition of subsidiaries 503.048 88.205 -
TOTAL 543.820 135.709 (11.764)

b) Schedule of amortization of intangible assets (except goodwill):

3112/14  31/12/13

2014 - 9.232
2015 11.348 7.098
2016 10.644 6.148
2017 8.903 4.265
2018 7.515 7.566
After 2019 42.907 6.463
TOTAL 81.317 40.772

14 - Loans and financing

3112/14

26.343
39.390
15.584
81.317
590.290
671.607

Exchange

effect
(1.327)
4164
1.968
4.805
(963)
3.842

Direct loans from BNDES and FINEP are guaranteed by the parent company, WEG S.A. Fina-
me operations are guaranteed by collateral signature and statutory lien. All covenant clauses
related to indicators of capitalization, current liquidity and the relation between net debt/Ebitda,

included in the BNDES, are being met.
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31/12/13

23.733
7.840
9.199

40.772

503.048
543.820

3112/14

26.343

39.390
15.584
81.317
590.290
671.607
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Type
IN BRAZIL
SHORT TERM
In Real, pre fixed rate
Working capital
Property, plant and equipment
In Real, pré fixed rate
Working capital
Working capital
In US Dollars
Working capital (ACCS)
Working capital
Working capital
Prepayment of Export
Non Deliverable Forwards (NDF)
Others
SWAP
Outras

LONG TERM

In Real, pre fixed rate
Working capital
Property, plant and equipment

In Real, pre fixed rate
Working capital
Working capital

In US Dollars
Working capital
Working capital
Prepayment of Export

Others
Other

IN ABROAD

SHORT TERM
Em In USA Dollar
Working capital
In Euros
Working capital
In Pesos (Mexico)
Working capital
In Renminbi (China)
Working capital
Other Currency
Working capital

LONG TERM
Em Ddlares EUA
Working capital
In Euro
Working capital
Other currency
Working capital

TOTAL SHORT TERM
TOTAL LONG TERM

Annual charges

3,5% a 8,0% a.a.
2,5% a8,7% a.a.

TILP (+) 1,4% a 3,0% a.a.
UFIR (+) 1,0% a 4,0% a.a.

US$ dollar (+) 0.9% to 1,0% p.a.
US$ dollar (+) 1.4% p.a.
(+)

US$ dollar (+) Libor (+) 3.3% p.a.
US$ dollar (+) Libor (+) 1.1% p.a.

Exchange rate variation

Sundry

3,5% a 8,0% a.a.
2.5%a8,7% a.a.

TJLP (+) 1,4% a 3,0% a.a.
UFIR (+) 1,0% a 4,0% a.a.

US$ dollar (+) 1.4% p.a

US$ dollar (+) Libor (+) 3.3% p.a.
US$ dollar (+) Libor (+) 1.5% p.a.

Sundry

Libor (+) 0,4% a 3,3% a.a.
Euribor (+) 0,8% a 2,0% a.a.
3,5% a.a.

52%a 6,9% a.a.

Interest of local market

Libor (+) 0,8% a 1,5% a.a.
Euribor (+) 1,3% a.a.

Interest of local market

5

CONSOLIDATED
312114 31112113

1.090.901 | 533972
364.190 © 151534

21054 §  6.667
375.135 | 284.099
15281 § 18124
266.032 : -
3045 1 23.082
i 7.401
38.419 i 33.519
i 6867

4259 i 1.936

3.486 743

2.376.690 | 2.187.968

1.552.001 : 1.580.130
19391 i 16.921

89.983 i 409477
33612 1  36.178

-1 37149
-t 35139
675281 i  66.914

6422 1 6.060

375.851 | 378.824
116264 | 122693
10.603 : 156691

74262 | 36548
137387 1 1311
3733 | 61581

248.708 i  108.240

81597 i  91.369
157155 |  11.853
9956 | 5018
1.466.752 :  912.796
2.625.308 | 2.206.208
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Vencimento dos financiamentos e empréstimos de longo prazo:

2015

2016
2017
2018
2019
After 2020
TOTAL

15 - Provision for contingencies

The Company and its subsidiaries are parties to administrative and judicial proceedings of
labor, civil and tax nature arising from the normal activities of their businesses. The respective
provisions were set up for proceedings the likelihood of loss of which was rated as “probable”
based on the estimate of value at risk determined by the Company’s legal counselors. The
Company’s management estimates that the provision for contingencies set up is sufficient to
cover any losses from the proceedings in progress.

a) Balance of provision for contingencies

(i) Tax:
- IRPJ e CSLL
- INSS
- PIS e COFINS
- IRRF
- Other

(i) Labor
(iii) Civil
(iv) Other
TOTAL

COMPA

31A2/14
3.986

3.510
476

NY
31/12/13
10.522

3.046
7.476

3.986

10.522

3112/14
1.213.429
647.792
214.807
519.357
30.013
2.625.398

5

31/12/13
745.968
1.305.799
67.502
127.064
29.989
19.886
2.296.208

CONSOLIDATED
3112/14 31/12/13
90.767 93.248
156.310 16.096
38.703 39.926
26.297 19.444
476 7.811
9.981 9.971
91.781 79.189
73.747 60.161
2.554 2.736
258.849 235.334

b) Changes in the provision for contingencies for the period - consolidated

31/12/13 Additions Interest  Write-offs Reversals 31A2/14
a) Tax 93.248 14.490 3.462 (6.103) (14.330) 90.767
b) Labor 79.189 12.628 10.374 (4.371) (6.039) 91.781
c) Civil 60.161 18.333 2.676 (5.495) (1.928) 73.747
d) Other 2.736 1.430 - (188) (1.424) 2.554
TOTAL 235.334 46.881 16.512 (16.157) (23.721) 258.849

Economic Performance 2014
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c) The provisions recorded basically refer to:

(i) Tax contingencies

(a.1) The Company and its subsidiaries maintains a provision of 16.24% for the proceeding re-
ferring to IPC difference (51.82%) of January 1989 “Plano Verao” (Summer Plan). The decision is
favorable to the limit of the index of 35.58%.

(a.2) Refers to social security contribution taxes payable. The litigation refers to social security
charges levied on the private pension plan, profit sharing, education funding tax, among others.
(a.3) Refers to non-ratification by the IRS of Brazil's request for compensation of PIS and COFINS
credit balance with federal tax debts.

(a.4) Refers to a late payment penalty levied on credit IRRF for interest on capital received, offset by
debts the same nature, whose compensation has not been confirmed by the RFB.

(ii) Labor contingencies

The Company and its subsidiaries are defendants in labor claims primarily involving health and risk
exposure, among others. Was provisioned the amount of R$ 91,781 (R$ 79,189 at December 31,
2013).

(iii) Civil contingencies

These correspond primarily to civil lawsuits, including personal injury, aesthetic damage, occupa-
tional diseases and indemnities arising out of occupational accidents. Was provisioned the amount
of R$ 73,747 (R$ 60,161 at December 31, 2013).

d) Restricted judicial deposits

COMPANY CONSOLIDATED
31A2/14  31/12/13 31H2/14  31/12/13
Tax 3.430 1.328 27.656 23.363
Labor and civil - - 12.234 7.683
Other 889 1.412

TOTAL RESTRICTED JUDICIAL DEPOSITS 3.430 1.328 40.779 32.458
- Non-restricted judicial deposits - - 3.615 2.802
TOTAL JUDICIAL DEPOSITS 3.430 1.328 44.394 35.260

The judicial deposits not associated ace contingencies are waiting authorized to with-
draw from court.

e) Contingencies classified as possible losses

The Company and its subsidiaries are parties to other suits, the likelihood of loss of which are rated
as “possible”, for which no provision for contingencies was recognized. The estimated amount
of such litigation relates to the tax proceedings totaling R$ 66,326 (R$ 85,142 at December 31,
2013). The processes with to possible are: - taxation on profits computed abroad in the total esti-
mated amount of R$ 45 million. - non-approval of IPI credits amounting to R$ 10.6 million.

Economic Performance 2014
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16 - Benefit plan

The Company and its subsidiaries are sponsors of WEG Social Security - Pension Plan, which
seeks to supplement the retirement benefits offered by the official social security system. The
Plan managed by WEG Seguridade Social includes monthly income benefits, supplementation
of sick-leave, supplementation of retirement due to disability, pension due to death, lump sum
benefit (due to death), proportional deferred benefit and self-funding.

The number of participants is 21,867 participants (22,240 at December 31, 2013). The Com-
pany and its subsidiaries made contributions in the amount of R$ 25,708 (R$ 22,498 at De-
cember 31, 2013). Based on actuarial calculations carried out by independent actuarial, as per
the procedures established by CVM Resolution No. 695/12 — technical pronouncement CPC
33 (R1), actuarial liabilities were identified in the amount of R$ 4,092 (R$ 5,000 at December
31, 2013).

17 - Equity

a) Capital

In 23 April 2014 was approved the increase of the Company’s capital of R$ 2,718,440 to R$
3,533,973, by incorporating part of the balance of the Profit Reserve / Retained Earnings for
investments of R$ 815,533, attributed to shareholders as a bonus 3 (three) new shares for
every 10 (ten) common shares, with the consequent issuance of 186,271,509 new registe-
red common shares without par value, all of which with voting rights, from 620,905,029 to
807,176,538 common shares, including 544,200 treasury shares pursuant to item “c”.

b) Shareholder compensation - Interest on equity capital

The bylaws provide the distribution of at least 25% of adjusted net income, and the Adminis-
tration proposes the following:

31/12114  31/12/13

LUCRO LiQuIDO DO EXERCICIO ATRIBUIVEL A0S ACIONISTAS DA COMPANHIA 954.726 843.467
(-) Reserva Legal (47.736) (42.173)
(+) Realizagao da Reserva de Reavaliagéo (1989) e do custo atribuido (2010) 44,804 63.217
BASE DE CALCULO DOS DIVIDENDOS 951.794 864.511
Dividendos do 1° semestre R$ 0,155/a¢éo (R$ 0,185/acdo em 2013) 125.335 | 114.778
Juros s/ Capital Préprio do 1° semestre R$ 0,131/acéo (R$ 0,115/acéo em 2013), IRRF R$ 16.314 (R$ 12.591 em 2013)  108.760 83.938
Dividendos do 2° semestre R$ 0,208/aco (R$ 0,263/acdo em 2013) 167.494 | 163.174
Juros s/ Capital Prdprio do 2° semestre R$ 0,126/acdo (R$ 0,137/acdo em 2013), IRRF R$ 17.936 (R$ 15.000 em 2013) | 119.571 99.999
Total dividendos/juros s/ capital proprio do exercicio 521.160 461.889

The Interest on Own Capital, pursuant to Article 37 of the Bylaws and Article 9 of Law No.
9,949/95, will be imputed to mandatory dividends, paid from March 11, 2015.

Economic Performance 2014
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c) Transfer to reserves of profits:

- Legal reserve - recognized in the amount of R$ 47,736 (R$ 42,173 at December 31, 2013)
equivalent to 5% of net income obeying the limit of 20% of the capital;

- Capital budget reserve - represents the remaining net income R$ 385,830, plus the retai-
ned earnings balance of R$ 45,206 (arising from the realization of revaluation reserve (1989),
the completion of the cost (2010), reversal of provision of the option shares exercised and
reversal of previous dividends) exercises intended to reserve to the capital budget for 2015 to
the investment plan.

d) Treasury stock

The Company, based on the Board of Directors’ minutes of April 26, 2011 and with the purpo-
se of supporting its Stock Option Plan, was authorized to acquire up to 500,000 Company’s
common shares. 500,000 common shares were acquired, in the amount of R$10,055 at ave-
rage cost of R$ 20.11/share.

As a result of the capital increase with bonus shares, the balance on April 23, 2014 of 448,532
treasury shares rose to 583,091, an increase of 134,559 new shares at no cost.

The acquired shares will be held in treasury for use in connection with exercise of options to
purchase shares by the beneficiaries of the Plan of Stock Options of the Company or subse-
quently canceled or sold.

Were exercised by the beneficiaries of the stock option plan of Company the amount of 90,359
shares. The Company maintains 544,200 treasury shares in average cost of R$ 15.47, in the
total amount of R$ 8,418,

18 - Stock option plan

(i) Plan description

The Plan is managed by the Board of Directors, seeking to grant Stock Option Plans for WEG
S.A.’'s (Company) shares to its statutory officers or of its subsidiaries with head offices in Bra-
zil, so as to attract, motivate and retain them, as well as aligning their interests to that of the
Company and its shareholders. Each option grants its bearer with the right to acquire 1 (one)
common Company-issued share (BM&FBOVESPA: “WEGES”), strictly according to the terms
and conditions established in the Plan (“Option”). Share purchase options to be granted are
limited to 2% (two percent) of the total Company’s capital. The participant must maintain the
invested shares blocked during the retention period, according to the minimum levels determi-
ned by the Plan. The Plan may be extinguished, suspended or altered at any moment, through
a proposal approved by the Company’s Board of Directors.
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(ii) Programs

The Board of Directors may approve, each semester, a Share Purchase Option Program (“Pro-

gram”), which will define the participants, number of Options, exercise price, Option distribu-

tion, term and other rules specific to each Program. In order to participate in each Program,

the participant must invest an amount of the variable compensation in each period in Com-

pany’s shares.

The Programs of Stock Options have been updated on the date of April 24, 2014, down from

30% bonus on the number of shares voted at an exercise price the new market value and

the increase of shares to the number of shares . The update has no impact on the calculation

made at the beginning of the program.

Number of in rearls (RS)
Program Options Rights Strike Price :(r)lr(:?ected Option price Option ::::z::iate
by IPCA Difference (thousand R$)

April /11 118.372 16,16 18,72 25,35 6,63 785
September/11 46.662 13,42 15,73 20,80 5,07 236
March/12 97.760 14,75 17,33 22,60 5,27 515
September/12 51.770 13,46 15,82 21,02 5,20 276
Abril/13 107.344 18,79 22,20 28,65 6,45 692
September/13 54.431 19,20 22,79 31,16 8,37 455
March/14 110.520 20,95 25,08 34,60 9,52 1.053
August/14 45,580 26,23 31,49 39,54 8,05 367
Total 632.439 4.379

The weighted average of fair value was determined based on the Black-Scholes-Merton method, considering the
following aspects:

Program Exerci_se price Life_span_of the Current pri(fe for Expected vplatility Interest free of risk fornlhe

0Of option (R$) option - in days corresponding share (R$) In share price (%) lifespan of the option (%)

Abril/11 16,16 755 —1.260 17,00 26,33 12,79 - 12,83
Setembro/11 13,42 756 - 1.259 13,89 29,88 10,90 - 11,22
Margo/12 14,75 755 —1.257 15,23 29,85 9,76 - 10,33
Setembro/12 13,46 753 - 1.257 15,46 24,50 8,32 — 8,78
Abril/13 18,79 760 —1.260 19,78 28,53 8,67 — 924
Setembro/13 19,20 756 —1.258 21,35 28,25 11,29 - 11,81
Margo/14 20,95 753 —1.257 24,31 20,51 12,28 — 12,58
Agosto/14 26,23 754 —1.257 26,90 20,04 11,26 — 11,28
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Summary of the movement of shares plan:

Expired

Program 31/12/13  Bonus Share Granted
April/11 69.440 16.756

September/11 28.358 8.506

March/12 75.200 19.139

September/12 39.824 11.946

Aprill/13 82.574 24.770

September/13 41.870 12.561 -
March/14 - 25.504 85.016
August/14 - - 45.580
TOTAL 337.266 119.182 130.596

5

Number of shares

Exercised 31/12/14
(28.186) 58.010
(9.173) 27.691
(19.285) 75.054
(7.230) 44,540
107.344

54.431

110.520

45,580

(63.874) 523.170

The recognition of expenses with stock option is carried out throughout the period of acqui-

sition of vesting rights.

In 2014, was recorded R$ 919 (R$ 771 in 2013) as other results in the income statements for

the year against capital reserve in Equity.

The options exercised and cancelled during 2014 were held under capital reserves in equity
in the amount of R$ 427 (R$ 204 in 2013) and R$ 633 (R$ 139 in 2013) for the options held
and R$ 206 (R$ 65 in 2013) complement of accrued amount recorded in retained earnings.

The accumulated equity totals R$ 1,817 in December 31, 2014 (R$ 1,325 at December 31,

2013).

19 - Net revenue

BREAKDOWN OF NET REVENUE

Gross revenue
Domestic market
External market

Deductions
Taxes
Returns and Rebates

Net revenue

Domestic market
External market
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CONSOLIDATED

311214 3112/13
9.235.147 | 8.146.901
5074329 | 4.525.025
4160.818 : 3.621.876
(1.394.390) : (1.318.005)
(1.176.002) | (1.093.988)
(218.388) (224.017)
7.840.757 | 6.828.896
3.876.757 | 3.432.040
3.964.000 | 3.396.856
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20 - Construction contracts

5

Construction contract’s revenues and costs are recognized according to the
execution of each project by the method of percentage of incurred costs.

CONSOLIDATED
31A2/14 31A2/13
Gross operational revenue recognized 332.579 121.147
Incurred costs (236.800) (104.034)
3112/14 31/12/13
Received prepayments 167.628 38.393

21 - Operating expenses by nature and function

EXPENSE BY NATURE
Depreciation, amortization and depletion
Personnel expenses
Raw materials and use and consumption materials
Freight and insurance costs
Other expenses

EXPENSE BY FUNCTION
Cost of products and services sold
Selling expenses
General and administrative expenses
Management fees
Other operating expenses

CONSOLIDATED
31H2/14 | 31H2M3
(6.746.405) : (5.817.143)

(250.477) | (218.279)
(1.709.134) i (1.481.450)
(3.502.602) : (2.961.985)

(266.172) | (214.182)
(1.018.020) i (941.247)

(6.746.405) | (5.817.143)
(5.356.260) : (4.592.130)

22 - Other operating revenue/expenses

The recorded values are relative to profit sharing, reversal/provision of lawsuits

and others, as follows:

OTHER OPERATING REVENUE

- Other

OTHER OPERATING EXPENSES

- Profit sharing - Employees

- Profit sharing - foreign subsidiaries
- Profit sharing - executive board

- Constitution/Reversal of provision for tax proceedings
- Tax debits of REFIS IV

- Tax incentives of Rouanet Law

- Other

TOTAL NET
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(820.471) i (716.358)
(365.964) : (310.853)
(20.148) (18.010)
(183.562) | (179.792)
CONSOLIDATED
31H2/14 | 3112113
15.902 16.431
15.902 16.431

(199.464) | (196.223)
(147.169) | (132.084)
(20.970) : (10.789)
(14967) | (15.662)

8.841 3.795
(5.214) (14.240)
(5.807) (4.959)

(14.178) | (22.285)
(183.562) | (179.792)
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23 - Financial income (expenses), net
COMPANY CONSOLIDATED
3112114 | 31H2/13 3112/14 i 311213
FINANCIAL INCOME 81.543 56.731 785503 : 599.974
Short-term investment yield 95.568 68.462 313.850 219.206
Exchange variation - - 308.883 278.441
Exchange variation - Trade accounts payable 103.431 107.373
Exchange variation - Clients 79.743 87.553
Exchange variation — Loans 49,959 34.338
Exchange variation — Others 75.750 49177
Present value adjustment - customers - - 68.826 44,952
Pis/Cofins on interest on equity (14.393) (12.450) (14.512) (12.450)
Derivatives - - 41.500 (4.090)
PROEX - Equaliz. Interest rate - - 20.652 29.187
Other income 368 719 46.304 44.728
FINANCIAL EXPENSES (134) (264) (651.926) (526.848)
Interest on loans and financing - - (185.807) : (155.933)
Exchange variation - - (374.760) : (290.642)
Exchange variation - Trade accounts payable - (124.138) i (122.818)
Exchange variation — Clients (b3.514) : (52.656)
Exchange variation - Loans (137.420) (57.956)
Exchange variation - Others - (59.688) (57.212)
Present value adjustment - suppliers - - (21.921) (12.355)
Derivatives - - (10.849) (5.438)
Other expenses (134) (264) (58.589) (62.480)
NET FINANCIAL INCOME 81.409 56.467 133.577 73.126
24 - Provision for income and social contribution taxes
The Company and its subsidiaries in Brazil assess income and social contribution taxes according
to taxable income, except for WEG Administradora de Bens Ltda. and Agro Trafo Administradora
de Bens S.A., which adopt profit computed as a percentage of the Company’s gross revenue.
The provision for income tax was constituted at a 15% rate added of a 10% additional, and social
contribution with a 9% rate. Taxes for companies abroad are constituted according to the Law of
each country.
Reconciliation of income and social contribution taxes
COMPANY CONSOLIDATED
3112/14 311213  31A2/14 3112/13
Income before taxes on profit 958.257 841.041  1.227.929 1.084.879
Statutory rate 34% 34% 34% 34%
IRPJ and CSLL calculated at the statutory rate (325.807) (285.954) (417.496) (368.859)
Adjustment to determine effective income and social contribution taxes:
Result from investments in subsidiaries 297.904 271.416 382 (4.108)
Rate difference on foreign results - - (11.038) 2.135
Tax incentives - - 78.781 59.428
Interest on equity 24.727 16.775 77.876 62.816
Other adjustments (355) 189 5.882 9.013
IRPJ and CSLL as per the income statement (3.531) 2426 @ (265.613) (239.575)
Current tax (1.111) (675) (271.583) (274.859)
Deferred tax (2.420) 3.101 5.970 35.284
Effective rate - % 0,37% -0,29% 21,63% 22,08%
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25 - Insurance coverage

The corporate unit in Brazil is responsible for the management of the insurance portfolio of the
WEG Group in Brazil and abroad, establishing risk policies for the Group in order to protect its
assets. Risk analysis assumptions adopted, given their nature, are not included in the audit scope
and, as a result, were not audited by our independent auditors. The Company implemented the
Worldwide Insurance Program - WIP, through which the local insurance policies will be replaced
by worldwide policies, such as: transport risk (Export, Import and Domestic), Civil Product Liability,
Civil Management’s Liability (D&QO), Surety Insurance, General Civil Liability, Properties and Environ-
ment Pollution, Contractual Insurance and Risk Engineering Installation and Assembly.

The insurance policies are issued only in multinational insurance companies first line and that can
meet the WEG Group in the countries where it has operations. The financial structure and sustai-
nability of said insurance companies are continuously monitored by the Brazilian corporate unit.

Below we highlight some of the policies and the due capital.

- Operating Risks (Equity): R$36 million;

- Loss of profits: US$13 million (for the paint and vanishes companies);
- Civil liability US$25 million;

- Givil liability products: US$ 50 million;

- Transport: US$ 5million per shipment (Import and Export);

- Environmental pollution: US$25 million;

- Contractual Insurance: as stipulated in the contract;

- Risk Engineering Installation and Assembly: R$ 100 million Brazil, R$ 40 million Latin America
(except Cuba) and USD 5 million United States.

- Managers civil responsibility (D&Q): US$ 30 milion.

26 - Financial instruments

The Company and its subsidiaries carried out an evaluation of its financial instruments, including
derivatives, recorded in the financial statements, which presented the following book and market
values:

BOOK VALUE MARKET VALUE
311214 31/12/13 3112/14 31/12/13
Cash and cash equivalents 3.328.015 3.373.799 3.328.015 3.373.799
Cash and banks 302.346 248.149 302.346 248.149
Short-term investments: 3.025.669 3.125.650 3.025.669 3.125.650
- Local currency 2.916.630 3.027.945 2.916.630 3.027.945
- Foreign currency 65.299 96.036 65.299 96.036
- SWAP 42.590 553 42.590 553
- Non Deliverable Forwards - NDF 1.150 1.116 1.150 1.116
Short-term investments 866.209 2.230 866.209 2.230
Total assets 4.194.224 3.376.029 4.194.224 3.376.029
Loans and financing 4.092.150 3.209.004 4.092.150 3.209.004
- Local currency 2.470.647 2.509.933 2.470.647 2.509.933
- Foreign currency 1.606.895 682.902 1.606.895 682.902
- Non Deliverable Forwards - NDF - 6.867 - 6.867
- SWAP 14.608 9.302 14.608 9.302
Total liabilities 4.092.150 3.209.004 4.092.150 3.209.004
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The risk factors of financial instruments are relate to:

(i) Financial risks

Foreign currency risk

The Company and its subsidiaries has import
and export operations in various currencies, it
manages and monitors its exposure to foreign
currency, seeking to balance its financial assets
and liabilities within the limits established by
Management. The financial exposure limit (ba-
lance sheet) is equivalent to 2 months of reve-
nue in foreign currency as defined by the Com-
pany’s Board of Directors. The Company and
its subsidiaries had export operations totaling
US$ 919.0 million (US$ 899.8 million in 2013),
which acts as a natural hedge for indebted-
ness and other costs pegged to other curren-
cies, especially US Dollars.

Risks related to debt charges

These risks arise from the possibility that the
subsidiaries may suffer losses due to fluctu-
ations in interest rates or other debt indexes,
which increase financial expenses related to
loans and financings obtained in the market, or
decrease financial revenues relative to financial
investments from subsidiaries. The Company
and its subsidiaries continuously monitors the
interest rates in the market so as to evaluate
the need, if any, of protection against the risk
of volatility of said rates.

Derivative financial instruments

The Company and its subsidiaries have the
following operations with derivative financial
instruments:

149

a) a) NDF derivative financial instruments
- Non Deliverable Forwards with notional
amount of:

(i) US$ 0.8 million, held by subsidiary WEG
Austalia Pty Ltd., seeking to protect exports
from the fluctuation risks of the exchange ra-
tes;

(ii) US$ 10.9 million, held by subsidiary Zest
Electric Motors (Pty) Ltd., to protect the im-
ports from the fluctuation risks of the exchange
rates;

b) SWAP operations, in the notional amou-
nt of:

(i) EUR 10 million, held by its subsidiary Watt
Drive Antriebstechnik GmbH, with the purpo-
se of hedging financing from fluctuation risks
of Euribor;

(ii) US$ 17.1 milion held by subsidiary WEG
Equipamentos Elétricos S.A., to protect against
Libor increase risks;

(i) R$ 200 million, held by the subsidiary WEG
Equipamentos Elétricos S.A., SWAP from fixed
to floating interest rate, to hedge against de-
crease risk in interest rate.

(iv) US$ 300 million, held by the subsidiary
WEG Equipamentos Elétricos S.A., SWAP with
the purpose of protecting operations against
the risks of financing high dollar.
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The Company’s Management and that of its subsidiaries permanently monitors the derivative finan-
cial instruments contracted through its internal controls.

The sensitivity analysis statement chart must be read jointly with the other financial assets and
liabilities expressed in foreign currency as at December 31, 2014, as the estimated impact of the
foreign currency rate over the NDFs and on SWAPs presented below will be offset, if effective, en-
tire or partially, with loss of value of assets and liabilities.

Management has determined that, for the probable scenario (market value) should be considered
the exchange rates used to-market of financial instruments, valid on 31 December 2014. These
rates represent the best estimate of the future behavior of prices and these represent the amount

by which the positions could be settled at maturity.

The table below presents “cash and expense” effects of the results of financial instruments in real
scenarios.

a) NDF Operations - “Non Deliverable Forwards”:

Market value at

5

Possible scenario 25% Remote scenario 50%

. Notional value 12/31/14
Risk th d Currency
(thousands) Average | R$ Average = R$ Average = R$
price thousand  Price thousand | Pprice thousand
USD Increase 800 US$/AUD 0,9537 239 1,1921 a7 1,4306 (818)
USD Decrease 10.853 US$/ZAR 11,3958 915 8,5469 (6.364) 5,6979 (13.643)
Total of Dolar 11.653 1.154 (6.541) (14.461)
Decrease of euro 13 EUR/ZAR 14,1388 @ 10,6041 (14) 7,0694 (24)
Total of euro 13 (4) (14) (24)
TOTAL 1.150 (6.555) (14.485)
b) SWAP Operations:
Notional Market value at 12/31/14 Possible scenario 25% Remote scenario 50%
Risk value
(thousands) ' ayerage price R$ thousand  Average price  R$ thousand Average price  R$ thousan
Euribor decrease = EUR 10,0 Juros 0,46% a.a. (10.348) Juros 0,35% a.a. (10.648) = Juros 0,23% a.a. (10.948)
Libor decrease us$ 17,1 Juros 0,66% a.a. (237) Juros 0,50% a.a. (281) = Juros 0,33% a.a. (326)
CDl increase R$ 200,0  Juros12,82% a.a. (1.788) Juros 16,01% a.a. (6.299)  Juros 19,22% a.a. (9.909)
USD Decrease US$ 300,0 2,6562 40.355 1,9922 (152.013) 1,3281 (315.867)
TOTAL 27.982 (169.241) (337.050)

150

Economic Performance 2014



NOTES TO FINANCIAL STATEMENTS

The Company and its subsidiaries made the accounting based on their market price
at December 31, 2014 at fair value and the accrual basis. These operations had net
positive impact in 2014 of R$ 30,651 (R $9,528 negative in 2013) which were recog-
nized in net income. The Company and its subsidiaries have no margin guarantees for
derivative financial instruments outstanding at December 31, 2014.

(ii) Operational risks

Credit risk

Risks arise from the possibility of the Company’s subsidiaries not receiving the amou-
nts related to sales or not receiving credit from financial institutions regarding financial
investments. To mitigate the risk from sales, the Company’s subsidiaries analyze the
financial situation of their customers, as well as establish a credit limit and permanently
assess their debtor balance. Regarding financial investments, the Company and its
subsidiaries invest in low risk credit institutions.

27 - Subsidies and assistance government

The Company and its subsidiaries obtained subventions in the amount of R$ 44,580
(R$ 34,733 at December 31, 2013) from tax incentives, recognized in income during
the year:

CONSOLIDATED
3112/14 3112/13
TOTAL GOVERNMENT GRANTS AND ASSISTANGE 44.580 : 34.733
a) WEG Amazonia S.A. 1.252 460
- ICMS incentive credit of 90.25% 305 281
- Corporate Income Tax (IRPJ) 75% reduction 947 : 179
b) WEG Linhares Equipamentos Elétricos S.A. 29680 :  20.696
- ICMS incentive credit of 85.00% 26.840 18.784
- Corporate Income Tax (IRPJ) 75% reduction 2256 1.887
- Reduction Reinvestment 30% of income tax 559 -
- Municipal investment 25 H 25
¢) WEG Equipamentos Elétricos S.A. - : 17
- Municipal Investment - 171
d) WEG Logistica Ltda. 13.648 13.406
- ICMS incentive credit of 75.00% 13.648 ¢ 13.406

There are no contingencies linked to these grants, and all the conditions for obtaining
government grants have been met.
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28 - Information by segment
s s Cimnstowand  Cowsoldated

Industria Energia adjustments

311214 : 3112113  31/12114 : 31/1213 31/12114 : 31112/13  31/12/14 : 31/12/13 31/12/14 : 31/12/13
Revenue from sale of products / services 4.647.205 i 4.283.237 | 1.810.298 | 1.455.914 | 3.730.564 i 3.147.370 | (2.347.310) i (2.057.625) | 7.840.757  6.828.896
Earnings before income taxes 1.501.958 | 1.429.174 | 609.697 i 459.803 = 196.414 | 207.865 | (1.080.140):(1.011.963) | 1.227.929 :1.084.879
Depreciation / Amortization / Depletion 149.705 135.331 45175 40.846 55.597 42.102 - - 250.477 i 218.279

3112/14 : 311213 31/12114 i 31/12/13 31/12/14 : 31/12/13  31/12/14 i 31/12/13 31/12/14 : 31/12/13
[dentifiable assets 3.125.990 i 3.101.374 | 1.509.993 : 1.297.686 2.663.313 ; 2.282.020 = 180.628 : (18.715) | 7.479.924 ;6.662.365
Identifiable liabilities 782.492 780.033 | 599.922 : 471.689 & 823.931 781.749 (308.673) i (360.911) 1 1.897.672 :1.672.560

Industria: single phase and triple phase motors with low and medium tension, drives and
controls, equipment and services for industrial automation, paints and varnishes.

Energy: electricity generators for thermal and hydraulic power plants (biomass), hydraulic
turbines (PCHSs), transformers, substations, control panels and system integration

services.

Foreign: Composed by operations carried out by subsidiaries in other countries.

The adjustment and elimination column include the eliminations applicable to the
Company in the context of the Consolidated Financial Statements.

All operating assets and liabilities are presented as identifiable assets and liabilities.

29 - Earings per share

a) Basic

Calculation of basic earnings per share is made by dividing net income for the year, attributed
to common shareholders, by the weighted average number of common shares available du-
ring the year.

Profit attributed to Company shareholders 954.726 843.467
Weighted average number of outstanding common shares

(shares /thousand) 806.597 806.548
Basic earnings per share - RS 11836 10458
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b) Diluted

Net earnings per share is calculated by dividing the net profit attributable to Company’s com-
mon shareholders by the weighted average number of outstanding common shares for the
year plus the weighted average number of common shares that would be issued upon the
conversion of all potential diluted commmon shares into common shares.

31H12/14 31A42/13

Profit attributed to Company shareholders 954.726 843.467

Wel hted average of potentially diluted common shares held
shareholders (shares/thousand) 807223 806.945

BaS|c and diluted earnings per share - R$ 1,1827 1,0453

30 - Statement of comprehensive income

The Company presents as other comprehensive income the values of accumulated translation
adjustment. These values are not taxable.

The presentation of the comprehensive income results is required by CPC 26 - Financial State-
ment Presentation and includes the comprehensive results which correspond to revenue and
expense items which are not recognized in the financial statements as required or allowed by
the standards, interpretations and guidance issued by the CPC.

31 - Subsequent events

In January 2015 the German authorities approved the purchase of the company Antriebstech-
nik KATT Hessen GmbH, a company engaged in the manufacture of electric motors.
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INDEPENDENT AUDITOR’'S REPORT

To the Shareholders and Board of Directors
Weg S.A.
Jaragua do Sul - SC

We have audited the financial statements, Individual and Consolidated, of Weg S.A. (“Com-
pany”) identified as Company and Consolidated, respectively, that comprise the balance sheet
on December 31, 2014 and the related statements of income, comprehensive income chan-
ges in shareholders’ equity and statements cash flows for the year then ended, as well as the
summary of the main accounting practices and other note financial statement.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of the individual financial
statements in accordance with accounting practices adopted in Brazil and of the consolidated
financial statements in accordance with the International Financial Reporting Standards (IFRS),
issued by the International Accounting Standards Board (IASB), and with accounting practices
adopted in Brazil, and for such internal control as management determines is necessary to
enable the preparation of these 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 financial statements based on our audit.
We conducted our audit in accordance with Brazilian and International Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s ju-
dgment, including the assessment of the risks of material misstatement of the financial state-
ments, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Company’s preparation and fair presentation of the Company’s
financial statements in order to design audit procedures that are appropriate in the circums-
tances, but not for the purpose of expressing an opinion on the effectiveness of the Com-
pany’s internal control. An audit also includes evaluating the appropriateness of accounting
practices used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

In our opinion, the individual financial statements referred to above present fairly, in all material
respects, the financial position of WEG S.A. at December 31, 2014, and its financial per-
formance and cash flows for the year then ended, in accordance with accounting practices
adopted in Brazil.

Opinion on the consolidated financial statements

In our opinion, the consolidated financial statements referred to above present fairly, in all ma-
terial respects, the financial position of WEG S.A. at December 31, 2014, and its consolidated
financial performance and consolidated cash flows for the year then ended, in accordance
with International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board (IASB) and accounting practices adopted in Brazil.

Other matters

Statements of value added

We have also examined the individual and consolidated statement of value added, referring
to the year ended December 31, 2014, prepared under the responsibility of the Company’s
Management, whose presentation is required for Brazilian corporate law for listed companies,
and as supplementary information under IFRS that does not require disclosure. These state-
ments were submitted to the same audit procedures described above and, in our opinion,
they are fairly presented in all material respects in relation to the financial statements taken as
whole.

Joinville, February 6, 2015
KPMG Auditores Independentes
CRC SC-000071/F-8

Marcelo Lima Tonini
Contador CRC PR-045569/0-4 T-SC
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WEG S.A.
FINANCIAL STATEMENTS
REPORT OF SUPERVISORY BOARD

The Supervisory Board of WEG S.A., performing its legal function, has examined the Manage-
ment Report, Financial Statements as at 31.12.2014, and the proposals of the Management for
allocation of Net Income, based on the tests and clarifications offered by the Management, by the
representatives of the Independent Auditors, and also based on the report of KPMG — Auditores
Independentes. on the non-qualified Financial Statements dated 06.02.2015. opines that these
documents are conditions being examined and voted at the Annual General Meeting.

Jaragua do Sul (SC), February 6, 2015.

ALIDOR LUEDERS
GILBERTO LOURENGCO DA APARECIDA
VANDERLEI DOMINGUEZ DA ROSA
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STATEMENT

Through this instrument, the CEO and other Officers of WEG S.A., a publicly owned company,
with head office at Avenida Prefeito Waldemar Grubba, 3300, registered under CNPJ (Brazilian
IRS Registry of Legal Entities) No. 84429695/0001-11, for the purposes described in items V
and VI of Article 25 of CVM instruction 480, of December 7, 2009, hereby state that:

(i) reviewed, discussed and agreed with the opinions expressed in the report of KPMG, dated
February 6, 2015, regarding the financial statements of WEG SA and consolidated for the year
ended December 31, 2014, and

(ii) reviewed, discussed and agreed with the financial statements of the WEG SA and
consolidated for the year ended December 31, 2014.

Jaragua do Sul (SC), February 6, 2015.

Harry Schmelzer Junior - CEO

Sérgio Luiz Silva Schwartz - Vice-CEO and IRO

Anténio Cesar da Silva - Marketing Officer

Carlos Diether Prinz - Diretor - Transmission and Distribution Officer
Hilton Jose da Veiga Faria - Human Resources Officer

Luis Gustavo Lopes lensen - International Department Officer
Reinaldo Richter — Director — Paint Officer

Siegfried Kreutzfeld - Diretor - Motors Officer

Sinésio Tenfen - Diretor — Energy Officer

Umberto Gobbato - Automation Officer

Wandair José Garcia — Information Technology Officer

Wilson José Watzko - Controllership Officer
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ACKNOWLEDGEMENTS IN SUSTAINABILITY

In 2014 WEG received important market recognition for its
performance in sustainability, demonstrating the Company’s
commitment to good corporate governance, social responsi-
bility and sustainable development.

Selected as a component of the Dow Jones Sustainability
Indices (DJSI) in the portfolio of the Dow Jones Sustainability
Emerging Markets Index (DJSI-EM). The DJSI, developed by
Dow Jones and the RobecoSAM Group, was the first global
index to rate the business sustainability, taking into account
economic, environmental and social development aspects.
In 2014, the DJSI assessed a universe of 3,395 companies
around the world, including the 800 largest companies in the
so-called Emerging Markets, selecting 86 organizations with
more sustainable practices.

Selected for the third consecutive year to join the Corpora-
te Sustainability Index (ISE) of the BM&FBOVESPA. The new
ISE portfolio is valid from 5 January 2015 to 2 January 2016.
The company is the sole representative of the Machinery and
Equipment segment in the index.

The Exame Sustainability Guide highlights the companies
that are reference in sustainability in their respective sec-
tors. WEG was one of the selected companies in the Capital
Goods sector. Adding up all sectors in 2014, 228 companies
participated in the selection process.
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GRI' INDEX

STRATEGY AND ANALYSIS

G4-1: Message from the president 3
ORGANIZATIONAL PROFILE

G4-3: Name of the Organization 8
G4-4: Main brands, products 9

Av Prefeito Waldemar Grubba, 3.300 —

470+ Location ofhe headquarters 89256-900 — Jaragud do Sul —SC - Brasil

G4-6: Number of countries where it operates and which 17

G4-7: Nature and legal form of organization 8

G4-8: Markets served 18

G4-9: Size of the organization (No. of employees, sales, etc.) 51

G4-10: Total number of employees: contract type, gender, region, etc. 51

G4-11: Report the percentage of total employees covered by collective In Brazil, 100% of employees are covered
bargaining agreements. by collective bargaining rules

G4-12: Describes the organization's supply chain 58

G4-13: Main changes in the period of the report 60

G4-14: Explanation of how the organization applies the precaution 57

G4-15: Letters, principles or other initiatives the organization

underwrites or endorses 24
G4-16: Participation in national/international defense associations 63
and/or bodies

IDENTIFIED MATERIAL ASPECTS AND LIMITS

G4-17: Entities included in the consolidated financial statements or 104
equivalent organizational documents

G4-18: Process for defining content 5
G4-19: List all material aspects identified in the report content 7
definition process

G4-20: For each material aspect, report the Aspect of the Limit inside 7
the organization

G4-21: For each material aspect, report the Aspect of the Limit ;
outside the organization

G4-22: Consequences of reformulations of information provided in 5
earlier reports

G4-23: Significant changes in the scope, limit or measurement 5
ENGAGEMENT OF STAKEHOLDERS

G4-24: Present a list of stakeholder groups engaged by the organization 6
G4-25: Base to identify and select stakeholders with whom to engage 5
G4-26: Approaches for the engagement of the stakeholders 6
G4-27: Main subjects and concerns raised by the engagement of stakeholders 7
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INDICE REMISSIVO GR

REPORT PROFILE
G4-28: Period of the report 5
G4-29: Date of the last published report Igc "%r%é?avtvgg /}m%b#ggg%gm 3
G4-30: Report publishing cycle 5
G4-31: Contact for questions regarding the report 5
G4-32: Report the 'in accordance' chosen by the organization 5
The environmental information has
G4-33: Current practice and policy regarding the search of external not undergone external verification,
verification for the report and only the financial and economic
information was audited
GOVERNANCE
G4-34: Report the organization's governance structure, including committees
of the highest governance body. Identify any committees responsible for 54

advising the board in making decisions that have economic, environmental
and social impacts

ETHICS AND INTEGRITY

G4-56: Describe the values, principles, standards and rules 19
of organizational behavior, such as conduct and ethics codes.

‘ SPECIFIC INDICATORS (MATERIAL) PAGINA

G4-EN5: Energy intensity (reduced by ROL, efficiency) 70
G4-EN8: Total water removal by source 77
G4-LA6: Rates of injury, occupational diseases, lost days, absenteeism and number of 3
work-related fatalities, broken down by region and gender

G4-LA9: Average number of training hours per employee year, broken down by

gender and job category 43
G4-EC1: Direct economic value generated and distributed 121
G4-EC3: Coverage of obligations of the organization's benefit pension plan 44
G4-EN23: Total residue weight by type and disposal method 81
G4-EC7: Development and impact of infrastructure investments and services offered 85
G4-EN31: Total investments and spending on environmental protection, broken down by type 33
G4-EN16: Indirect emissions of greenhouse gases (GHG) from the acquisition of 75

energy (Scope 2)
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Staff

General Coordination
Harry Schmelzer Jr.
CEO

Analysis of the information
Information Disclosure Committee

Content and Publishing Coordination
Department of Continuous Improvement and Environment

Coordination of publishing and graphic production
Corporate Marketing Section

Direction of Art and Graphic Design
Compreendo Comunicacéao

Pictures
WEG Group files

Thanks
To all who participated in the preparation of this Report.

Dow Jones )
Sustainability Indices _

In Coflsboration with Aobecosks o

Sustainability Report 2014
161





