
Company
Stake

%
Amount 

R$ mn
Status

Realized

9.86% 717 Sale completed

25% 80 Transfer, to Taesa, completed

TOTAL 797

In progress 

100% 3671 Absorbed by Cemig, on March 31, 2018. Tender for sale of assets: by May 25. Auction: July 2018.

- 440 Restructuring with sale of assets for settlement of pre-payments under PPA.

48.86% 1,3532 Decision on new timetable and structure for disposal.

18% 1,1173 Negotiations with potential purchaser resumed.

51% 484 Non-binding proposal from Taesa for transfer of 51% position.

Up to 49% 1,1803 Structuring of sale model.

Gas exploration concessions 24.50% 213 Tender for sale of assets published May 24, 2018. Auction in July 2018.

12% 1,4433 Negotiations between private stockholders for sale of 51%.

Cachoeirão, Pipoca, Paracambi 49% 1253 Transaction postponed to 2019.

TOTAL 6,094

DISINVESTMENT PLAN

Notes:
(1) Minimum price established for the auction.
(2) Market value (BM&F Bovespa) on May 18, 2018:  R$ 13.58/share.
(3) Book value. 
(4) Valuation by the Company.
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• Certain statements and estimates in this material may represent expectations about future events or results which are 
subject to risks and uncertainties that may be known or unknown. There is no guarantee that the events or results will take 
place as referred to in these expectations.  

 

• These expectations are based on the present assumptions and analyses from the point of view of our Senior Management, 
in accordance with their experience, and also on factors, such as the macroeconomic environment, market conditions in the 
electricity sector, and expected future results, many of which are not under Cemig’s control.  

• Important factors that can lead to significant differences between actual results and the projections about future events or 
results include alterations that may be considered necessary in Cemig’s business strategy, Brazilian and international 
economic conditions, technology, Cemig’s financial strategy, changes in the electricity sector, hydrological conditions, 
conditions in the financial and electricity markets, uncertainty on our results from future operations, plans, and objectives, 
and other factors. Because of these and other factors, the real results of Cemig may differ significantly from those indicated 
in or implied in such statements.  

 

• The information and opinions herein should not be understood as a recommendation to potential investors, and no 
investment decision should be based on the veracity, currentness or completeness of this information or these opinions. 
None of Cemig’s professionals nor any of their related parties or representatives shall have any liability for any losses that 
may result from the use of the content of this presentation.  

• To evaluate the risks and uncertainties as they relate to Cemig, and to obtain additional information about factors that could 
give rise to different results from those estimated by the Company, we recommend consulting the section Risk Factors 
included in the Reference Form filed with the Brazilian Securities Commission (CVM) and in the 20-F Form filed with the U.S. 
Securities and Exchange Commission (SEC).  

Disclaimer 



Expansion of Brazil’s Free Market 

Incentive-bearing market in 2017: 4,158 
Total eligible remaining without change in the law: 1,581 

Proposal for expansion of the Free Market (CP 33) 

Group A ¹ 

Source: Contributions to CP 33, Cemig analysis/research. 

Captive clients group A 
MW mn   

in the category 
# consumers 

Over 3 MW                     2,186                          245  

Between 2 and 3 MW                       708                          236  

Between 1 and 2 MW                    1,138                      1,295  

Between 0.5 and 1 MW                    1,707                      5,180  

Between 0.3 and 0.5 MW 
                   4,840                  175,637  

Below 0.3 MW 

Total                  10,579                  182,593  

1 – Figures for end of 2017. 

5,739 



2017 A–4 ‘New-build’ (LEN) Auction 

Result Price (R$/MWh) 

Projects Power (MW) GF (MW average) Negotiated Opening 

Photovoltaic 20 791 173 145.68 329.00 

Wind 2 64   38 116.32 276.00 

Thermal – Biomass 1 25 9 234.92 329.00 

SHPs – Small Hydroelectric Plants 2 12 9.5 181.63 281.00 

<1MW plants (CGHs) 0 0 0 - 

25 892 229 145.84 

Sources: EPE, CCEE. 

Source No. of projects Power (MW) GF (MW average) 
Photovoltaic 315 14,029 3,507 
Wind 315 8,908 3,118 

Thermal – Biomass 20 742 371 
Small Hydro Plants 36 563 310 

<1MW Plants (‘CGHs’) 22 57 31 
TOTAL 708 24,299 7,337 

Projects pre-qualified  

AUCTION RESULTS  



2018 A–4 ‘New-build’ (LEN) Auction 

Sources: EPE, CCEE. 

Projects pre-qualified 

Auction results 

Source Enterprises Power (MW) GF (MW average) 

Wind 553 15,760 5,516 
Photovoltaic 522 13,380 3,345 

Thermal – Biomass 18 625 313 
Small Hydro Plants 46 622 342 
<1MW Plants (CGHs) 17 45 25 

TOTAL 1,156 30,432 9,541 

Result Price (R$/MWh) 

Projects Power (MW) GF (MW average) Negotiated Opening 

Photovoltaic 29 807 241 118.06 312.00 

Wind 4 114 58 77.30 225.00 

Thermal – Biomass 2 62 35 224.93 329.00 

SHPs – Small Hydroelectric Plants 2 35 18 198.11 291.00 

<1MW plants – CGHs 2 7 6 198.10 291.00 

39 1,025 358 127.08 



Cemig Purchase Auction – Window of opportunity 

 

• Revision of the sector model, with ending of discount on TUSD for renewable sources. 
• Projects authorized up to Dec. 2020 will still have the 50% discount on transport. 

 

• Solar energy will be directed toward Distributed Generation projects, due to better prices. 

 

• Various companies registered for the New-build auctions were frustrated by the low demand 

at the Regulated Market Auctions (2017 and 2018). 

 

• The 2018 A–6 auction will not contract any solar-source supply.    

 

• Projects qualified for auctions already have financial and technical structuring for their 

construction. 

 

• Purchase of I5 energy will increase Cemig’s competitiveness in the Free Market. 



Cemig Purchase Auction 
 – the risks considered 

I. Construction / Performance Risk 

II. Verified generation risk 

III. Sub-market risk 

IV. Market risk 
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Five-year 

Tariff Review of  
Cemig Distribution 2018 



As from 1995, each concession contract for Brazil’s electricity distributors 

specified initial tariffs, and the following 3 mechanisms for their alteration:  

 

  – The Annual Tariff Adjustment;  

  – Extraordinary Tariff Reviews; and  

   – the Periodic Tariff Review. 

 

Periodic Tariff Reviews are currently every five years. 

In December 2015 the concession contract of Cemig Distribuição (‘Cemig D’) 

was extended to be in effect until December 2045. 

 

 
The mechanisms for tariff adjustment are  
set by contract 



Components of Distribution Revenue 

Energy supply purchased 

Transport of electricity 

Sector charges 

+ 

+ 

Operational costs 

Remuneration of the 
investment 

+ 

Depreciation of the 
investment  

+ 

Portion A:       Non-manageable costs Portion B:        Manageable costs 

Plus:    Financial components  
 Adjustments relating to prior periods 



The Annual Tariff Adjustment 
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100% pass-through 

IPCA-X inflation 

YEAR 0 YEAR 1 

Period of the adjustment:    Annual 

PMSO 

Remuneration  

Depreciation  

Sector charges 

Transmission 

Energy supply purchased 
Non-recoverable revenue 

The objective of the Annual Tariff Adjustment is to maintain 
neutrality of Portion A and update the value of Portion B. 



Objective of the Tariff Review is to maintain the neutrality of 
Portion A and establish new values for Portion B. 

The five-year Tariff Review 

PMSO 

Remuneration 

Depreciation 

Portion A 

Required 
 Revenue  

 

Benchmark 

WACC x  

Remuneration Asset Base 

Rate x Gross 
Remuneration Asset Base 

Estimated value for 
the first year 



Components of Cemig D's Tariff Review increase 

23.19% 

18.82% 

4.37% 

Efeito Médio ConsumidorCustos Não GerenciáveisCustos Cemig Distribuição

The 2018 Tariff Review: 

Cemig D’s costs Non-manageable costs Average effect for consumer 



Cost items with the highest impact were: 
(1) Energy (2) Sector charges 

1.38% 

4.37% 

6.07% 

11.37% 

23.19% 

Transporte

Cemig D (Parcela B)

Encargo

Energia

Impacto MédioAverage impact 

Power supply 

Sector charges 

Cemig D ( Portion B) 

Transport 



Breakdown of revenue, 2018 

Costs associated with the distribution service are 
30% of the total 

Cost of 
Distribution 

30% 

Cost of 
Energy 

39% 

Cost of 
Transmission 

10% 
Sector 

Charges 
21% 

Source: Aneel Sparta spreadsheets. 



Hydrology in 2017 was very adverse 

2009 (best in the series) Storage limits (1996–2007)  

2007 (worst in the series) 

Reservoir storage levels in the Brazilian national grid  

CCEE Projections: 

May 2018 Jan. 2018 

2008  
actual 

... 

... ... 

* Criterion for choice of best and worst years: level of storage at ened-November (end of dry season). 

... 

Sources: ONS; CCEE (projection). 



Tariffs not sufficient to pay for purchase of supply 
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Balance on ‘Flag’ Accounts – all Brazil 



Hydrological risk was the main item of cost 
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The ‘Flag Tariff’ account: Monthly revenues and expenses – whole of 

Brazil 

Receitas DespesasRevenue Expenses 
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Balance of ‘Flag’ Account – Cemig-D 

Tariffs not sufficient to pay for purchase of supply 
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The ‘Flag Tariff’ account: Monthly revenues and expenses – of 

Cemig D 

Receita DespesaRevenue Expenses 

Hydrological risk was the main item of cost 



Installed capacity, by source – 1974-2016 
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Hydro Thermal Solar Nuclear Wind 



Regulatory Ebitda grew by R$ 462.6 million 
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Regulatory Ebitda, Periodic Tariff review of 2018 

-11 

Depreciation 
2017 Annual 
Adjustment 

2018  
Tariff  

Review  
Reguatory 

Ebitda 

Remun. 
Capital 
 2017 

CAIMI 
(50%) 
2017 
AA 

Regulatory 
Ebitda 
2017 
AA 

+ Remun. Capital +  Depreciation  +  CAIMI (50%) 

1) R$182 MM Base; 
2) R$148 MM Rem. O.E.; 
3) R$76 MM WACC. 



Value of Portion B grew by R$ 588.7 million by 
2018 
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Value of Portion B – Periodic Tariff review of 2018 

-11 

Remun. 
Capital 
2017 
AA 

OPEX 
 in 2017 
Annual 

Adjustment 

CAIMI 
2017 
AA 

Value of  
Portion B 

2017 
AA 

+ Remun. Capital + Depreciation + CAIMI + Opex 
Depreciation  

2017 
AA 

2018  
Tariff Review  

Value of  
Portion B 



Coverage of losses improved 

Item % Base 
Base 

(MWh)* 
% Energy 
injected  

Losses in national grid 1.60% Energy injected  49,185,830 1.60% 

Cemig D Regulatory 
Technical Losses 

8.77 Energy injected 49,185,830 8.77% 

Cemig D Regulatory 
Non-technical Losses 

7.31% 
Low voltage 

market 
18,841,135 2.82% 

8.77% 8.77% 8.77% 8.77% 8.77% 

7.31% 7.04% 6.79% 6.58% 6.39% 

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

2018 2019 2020 2021 2022

Technical losses Non-technical losses

* Basis of calculation uses ‘Test Year’ May 2017 – Apr 2018. 



The tariff review has reduced the gap 

13.99% 
10.81% 11.59% 

3.18% 2.40% 

Perda Total Perdas  Regulatórias Ciclo
Anterior

Delta Ciclo Anterior Perdas Regulatórias Ciclo
Atual

Delta Ciclo Atual

8.77% 8.77% 8.77% 8.77% 8.77% 

7.31% 7.04% 6.79% 6.58% 6.39% 

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

8.00%

9.00%

10.00%

2018 2019 2020 2021 2022

Technical losses Non-technical losses

* All calculations are based on ‘Test Year’ May 2017 – Apr 2018. 

* Total losses Regulatory losses 
previous cycle 

Delta -previous cycle Regulatory losses  
Present cycle 

Delta –present  
cycle 



* Average purchase price: R$ 187.37/MWh  

Amounts* – R$ 

R$ 103.61 
million  

R$ 74.05 
million  

The tariff review has reduced the gap 

9.58% 8.77% 0.81% 

Perdas Técnicas
Reais

Perdas Técnicas
Regulatórias

Delta Perdas
Técnicas

Technical losses (%) 

10.25% 

7.31% 

2.94% 

Perdas Não
Técnicas Reais

Perdas Não
Técnicas

Regulatórias

Delta Perdas Não
Técnicas

Non-technical losses (%) 

1.929.077  

1.376.112  

552.965  

Perdas Não
Técnicas Reais

Perdas Não
Técnicas

Regulatórias

Delta Perdas Não
Técnicas

Non-technical losses 
(MWh) 

 
4,673,965   

4,278,776  
395.189  

Perdas Técnicas
Reais

Perdas Técnicas
Regulatórias

Delta Perdas
Técnicas

Non-technical losses (MWh) 

Regulatory 
technical  

losses 

Real 
technical  

losses 

Delta  
technical  

losses 

Regulatory 
technical  

losses 

Real 
technical  

losses 

Delta  
technical  

losses 

Regulatory Real Delta  
Regulatory 

 
Real Delta  



Net base of assets for remuneration (‘BRL’) – simplified 
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9.736 
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Inflation New capital  
investment 

Depreciation Net base in 
2013 Review 

Net base for 
2018 Review 



X Factor was negative due to T and Q components  

X Factor 

Component Value 

Pd Component 1.00% 

T Componente  –1.33% 

Q Componente (Quality Factor) –0.20% 

X for the Review –0.54% 



X Factor 

Ex-Post 

Ex-Ante 

  

X Factor = Pd+ Q + T            (8) 
Where: 
 

Pd =  Productivity gains in the distribution activity;  
Q =  Service Quality factor; and 
 

T =  Trajectory of operational costs. 

 Q = 0.70 x Q(technical)  +  0.30 x Q(commercial) 

Where: 
PTF =  Average productivity of the Distribution segment = 1.53% p.a. 
MWh(i) =  Annual variation in the market of the concession holder i, between the current 

tariff process and the previous one.  
Average MWh =  Average annual market variation of the Distributors, of 4.65% p.a. 
UC (I) = Annual variation in the number of consumer units billed by the concession 

holder i, between the current tariff process and the previous one. 
Average UC  =  Average annual variation in the number of consumer units, of 3.39% p.a.  



Coverage of operational expenses also increased. 

R$ mn 

Year 

Lower limit: R$ 2,582  

Upper limit: R$ 2,852 

R$ 2,259 

Xt Factor 

2013 2018 



1) Significant improvement in Ebitda. 

2) Higher coverage of PMSO due to increased 
efficiency. 

3) Improvements in regulations. 

4) Some risk remains in relation to Portion A, 
especially in purchase of power supply 

 

 

Conclusions 
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