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BRAZIL
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Avenida Barbacena, 1200, Belo Horizonte, M.G., 30190-131
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Securities registered or to be registered pursuant to Section 12(b) of the Act:
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Preferred Shares, R$5.00 par value New York Stock Exchange*

American Depositary Shares, each representing 1 Preferred

Share, without par value New York Stock Exchange
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American Depositary Shares, each representing 1 Common
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Securities registered or to be registered pursuant to Section 12(g) of the Act:
None
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:
None

Indicate the number of outstanding shares of each of the issuer s classes of capital or common share as of the close of
the period covered by the annual report:

487,614,213 Common Shares
971,138,388 Preferred Shares-

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.  Yes No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934. Yes No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer

Non accelerated filer Emerging growth company
If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by
check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.

The term new or revised financial accounting standard refers to any update issued by the Financial Accounting
Standards Board to its Accounting Standards Codification after April 5, 2012.

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:
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International Financial Reporting Standards as
U.S. GAAP Other
issued by the International Accounting Standards Board
If Other has been checked in response to the previous question, indicate by check mark which financial statement item
the registrant has elected to follow: Item 17 Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act) Yes No

* Not for trading but only in connection with the registration of American Depositary Shares, pursuant to the
requirements of the Securities and Exchange Commission.
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PRESENTATION OF FINANCIAL INFORMATION

Companhia Energética de Minas Gerais CEMIG is a sociedade por agées, de economia mista (a state-controlled

mixed capital company) organized under the laws of the Federative Republic of Brazil, or Brazil. References in this

annual report to CEMIG, the CEMIG Group, the Company, we, us, our and ourselves areto Companhia E
Minas Gerais CEMIG and its consolidated subsidiaries, and references to CEMIG Holding are to Companhia

Energética de Minas Gerais CEMIG on an individual basis, except when the context otherwise requires. References

tothe real, reais or R$ are to Brazilian reais (plural) and the Brazilian real (singular), the official currency of Brazil,
and references to U.S. dollars, dollars or US$ are to United States dollars.

We maintain our books and records in reais. We prepare our statutory financial statements in accordance with
generally accepted accounting practices adopted in Brazil, and with International Financial Reporting Standards (or

IFRS ), as issued by the International Accounting Standards Board ( IASB ). For purposes of this annual report, we
prepared the consolidated statements of financial position as of December 31, 2017 and 2016 and the related
consolidated statements of income and comprehensive income, changes in equity and cash flows for the years ended
December 31, 2017, 2016 and 2015, in reais in accordance with IFRS, as issued by the IASB.

Ernst & Young Auditores Independentes S.S. ( EY ) audited our consolidated financial statements as of December 31,
2017. Deloitte Touche Tohmatsu Auditores Independentes ( Deloitte Touche Tohmatsu ) audited our consolidated
financial statements as of December 31, 2016 and 2015; EY and Deloitte Touche Tohmatsu did not audit the financial
statements of Madeira Energia S.A. and Norte Energia S.A. as of December 31, 2017, 2016 and 2015, which are
investments of the Company accounted for under the equity method. The financial statements of Madeira Energia S.A.
and Norte Energia S.A. were audited by PricewaterhouseCoopers Auditores Independentes, whose reports related to
the financial statements of Madeira Energia S.A. as of December 31, 2017, 2016 and 2015 and to the financial
statements of Norte Energia S.A. as of December 31, 2017, 2016 and 2015, have been presented to EY and Deloitte
Touche Tohmatsu and are the sole base for the opinion of EY and Deloitte Touche Tohmatsu on the financial
statements of Madeira Energia S.A. and Norte Energia S.A..

This annual report contains translations of certain real amounts into U.S. dollars at specified rates solely for the
convenience of the reader. Unless otherwise indicated, such U.S. dollar amounts have been translated from reais at an
exchange rate of R$3.3121 to US$1.00, as certified for customs purposes by the U.S. Federal Reserve Board as of
December 29, 2017. See Item 3. Key Information Exchange Rates for additional information regarding exchange
rates. We cannot guarantee that U.S. dollars can be converted into reais, or that reais can be converted into U.S.
dollars, at the above rate or at any other rate.
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MARKET POSITION AND OTHER INFORMATION

The information contained in this annual report regarding our market position is, unless otherwise indicated, presented
for the year ended December 31, 2017 and is based on, or derived from, reports issued by the Brazilian National
Electric Energy Agency (Agéncia Nacional de Energia Elétrica, or ANEEL ), and by the Brazilian Electric Power
Trading Chamber (Cdmara de Comercializag¢do de Energia Elétrica, or CCEE ).

Certain terms are defined the first time they are used in this annual report. As used herein, all references to GW and
GWh are to gigawatts and gigawatt hours, respectively, references to MW and MWh are to megawatts and
megawatt-hours, respectively, and references to kW and kWh are to kilowatts and kilowatt-hours, respectively.

References in this annual report to the common shares and preferred shares are to our common shares and preferred
shares, respectively. References to Preferred American Depositary Shares or Preferred ADSs are to American
Depositary Shares, each representing one preferred share. References to Common American Depositary Shares or

Common ADSs are to American Depositary Shares, each representing one common share. Our Preferred ADSs and
Common ADSs are referred to collectively as ADSs, and our Preferred American Depositary Receipts, or Preferred
ADRs, and Common American Depositary Receipts, or Common ADRs, are referred to collectively as ADRs.

The Preferred ADSs are evidenced by Preferred ADRs, issued pursuant to a Second Amended and Restated Deposit

Agreement, dated as of August 10, 2001, as amended on June 11, 2007, by and among us, Citibank, N.A., as

depositary, and the holders and beneficial owners of Preferred ADSs evidenced by Preferred ADRs issued thereunder

(the Second Amended and Restated Deposit Agreement ). The Common ADSs are evidenced by Common ADRs,

issued pursuant to a Deposit Agreement, dated as of June 12, 2007, by and among us, Citibank, N.A., as depositary,

and the holders and beneficial owners of Common ADSs evidenced by Common ADRs issued thereunder (the
Common ADS Deposit Agreement and, together with the Second Amended and Restated Deposit Agreement, the
Deposit Agreements ).
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FORWARD-LOOKING INFORMATION

This annual report includes certain forward-looking statements, mainly in Item 3. Key Information,  Item 5, Operating
and Financial Review and Prospects and Item 11. Quantitative and Qualitative Disclosures about Market Risk. We
have based these forward-looking statements largely on our current expectations and projections about future events

and financial trends affecting our business. These forward-looking statements are subject to risks, uncertainties and
contingencies including, but not limited to, the following:

general economic, political and business conditions, principally in Brazil, the State of Minas Gerais ( Minas
Gerais ), the State of Rio de Janeiro ( Rio de Janeiro ), as well as other states in Brazil,

inflation and fluctuations in exchange rates and in interest rates;

existing and future governmental regulation as to energy rates, energy usage, competition in our concession
area and other matters;

existing and future policies of the Federal Government of Brazil, which we refer to as the Federal
Government;

on-going high profile anti-corruption investigations in Brazil;

our expectations and estimates concerning future financial performance and financing plans;

our level, or maturity profile, of indebtedness;

the likelihood that we will receive payment in connection with accounts receivable;

our capital expenditure plans;

our ability to satisfactorily serve our customers;

our ability to implement our divestment program;

failure or hacking of our security and operational infrastructure or systems;
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our ability to renew our concessions, approvals and licenses on terms as favorable as those currently in effect
or at all;

our ability to integrate the operations of companies we have acquired and that we may acquire or merge into
our operations;

changes in volumes and patterns of customer energy usage;

competitive conditions in Brazil s energy generation, transmission and distribution markets;

trends in the energy generation, transmission and distribution industry in Brazil, particularly in Minas Gerais
and Rio de Janeiro;

changes in rainfall and the water levels in the reservoirs used to run our hydroelectrical power generation
facilities;

existing and future policies of the government of Minas Gerais (the State Government ), including policies
affecting its investment in us and its plans for future expansion of energy generation, transmission and
distribution in Minas Gerais; and

other risk factors identified in Item 3. Key Information Risk Factors.
The forward-looking statements referred to above also include information with respect to our capacity expansion
projects that are under way and those that we are currently evaluating. In addition to the above risks and uncertainties,
our potential expansion projects involve engineering, construction, regulatory and other significant risks, which may:

delay or prevent successful completion of one or more projects;

increase the costs of projects; and

result in the failure of facilities to operate or generate income in accordance with our expectations.
The words believe, may, could, will, plan, estimate, continue, anticipate, seek, intend, expect :
intended to identify forward-looking statements. We do not undertake to publicly update or revise any
forward-looking statements because of new information, future events or otherwise. In light of these risks and
uncertainties, the forward-looking information, events and circumstances discussed in this annual report might not
materialize as described. Our actual results and performance could differ substantially from those anticipated in our
forward-looking statements.
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PART I

Item 1. Identity of Directors, Senior Management and Advisers
Not applicable.

Item 2. Offer Statistics and Expected Timetable
Not applicable.

Item 3. Key Information
Selected Consolidated Financial Data

The following tables present our selected consolidated financial and operating information prepared in accordance
with IFRS as of the dates and for each of the periods indicated. You should read the following information together
with our consolidated financial statements, including the notes thereto, included in this annual report and the
information set forth in Item 5. Operating and Financial Review and Prospects and Presentation of Financial
Information.

The selected consolidated financial data as of December 31, 2017 and 2016 and for each of the years ended
December 31, 2017, 2016 and 2015, prepared in accordance with IFRS, has been derived from our audited
consolidated financial statements and the notes thereto included elsewhere in this annual report. U.S. dollar amounts
in the table below are presented for your convenience. Unless indicated otherwise, these U.S. dollar amounts have
been translated from reais at R$3.3121 per US$1.00, the exchange rate as of December 29, 2017. The real has
historically experienced high volatility. We cannot guarantee that U.S. dollars can or could have been converted into
reais, or that reais can or could have been converted into U.S. dollars at the above rate or at any other rate. The
selected consolidated financial data as of December 31, 2015, 2014 and 2013 and for each of the years ended
December 31, 2014 and 2013 has been derived from our audited consolidated financial statements not included in this
annual report on Form 20-F.

Consolidated Statement of Income Data

Year ended December 31,
2017 2017 2016 2015 2014 2013

(in millions (in millions of R$ except per share/ADS

of US$)(1) data or otherwise indicated)
Net operating revenue
Energy sales to final customers 6,171 20,438 20,458 20,319 14,922 12,597
Revenue from wholesale supply to other concession
holders 985 3,263 2,972 2,207 2,310 2,144
CVA (compensation for changes in Portion A 298 988 (1,455) 1,704 1,107

items) and other financial components in tariff
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increases

Revenue from use of the energy distribution
systems (TUSD)

Transmission concession revenue

Transmission indemnity revenue

Generation indemnity revenue

Adjustment to expectation of cash flow from
indemnifiable Financial asset of the distribution
concession

Revenue from financial updating of the Concession
Grant Fee

Construction revenue

Energy transactions on the CCEE

Supply of gas

Other operating revenues

Deductions from revenue

Total net operating revenue

Table of Contents

486
112
113

82

3

96
338
260
531
448

(3,367)

6,556

1,611
371
373
272

9

317
1,119
860
1,759
1,483
(11,151)
21,712

1,705
312
751

8

300
1,193
161
1,444
1,421

(10,497)
18,773

1,465
261
101

576

1,252
2,425
1,667
1,440

(11,549)
21,868

855
557
420

55

941
2,348
422
1,284

(5,626)
19,595

1,008
404
21

975
1,193

1,047

(4,762)
14,627
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Operating costs and expenses

Energy purchased for resale

Charges for use of the national grid
Depreciation and amortization

Personnel

Gas purchased for resale

Outsourced services

Post-retirement obligations

Materials

Operating provisions, net

Employee and managers profit sharing
Infrastructure construction costs

Other operating expenses, net

Total operating costs and expenses
Share of (loss) profit, net, of associates and joint
ventures

Gain on acquisition of control of investee
Gain on disposal of equity investment
Unrealized gain on disposal of investment
Impairment loss on Investments

Fair value gain on shareholding transaction
Income before finance income (expenses) and
taxes

Finance income (expenses), net

Income before income tax and social contribution
tax

Income taxes expense

Net income for the year

Other comprehensive income (loss)
Comprehensive income

Basic earnings:

Per common share

Per preferred share

Per ADS common share

Per ADS preferred share

Diluted earnings:

Per common share

Per preferred share

Per ADS common share

Per ADS preferred share

Table of Contents

2017

(in millions
of US$)(1)

(3,297)
(354)
(257)
(491)
(323)
(294)

69
(13)
(258)
(2
(338)
(119)
(5,682)

(76)

798
(301)

497
(194)
303
€2V
212

0.11
0.25
0.11
0.25

0.11
0.25
0.11
0.25

Year ended December 31,

2017

2016

2015

2014

2013

(in millions of R$ except per share/ADS
data or otherwise indicated)

(10,919)
(1,174)
(850)
(1,627)
(1,071)
(974)
229
(61)
(854)
(5
(1,119)
(393)
(18,818)

(252)

2,642
(996)

1,646
(644)

1,002
(302)

700

0.37
0.84
0.37
0.84

0.37
0.84
0.37
0.84

(8,273)
(947)
(834)

(1,643)
(877)
(867)
(345)

(58)
(704)
(7

(1,193)

(155)
(15,903)

(302)

(763)

1,805
(1,437)

368

(34)

334
(553)
(219)

0.10
0.35
0.10
0.35

0.07
0.32
0.07
0.32

(9,542)
(999)
(835)

(1,435)

(1,051)
(899)
(156)
(154)

(1,402)
(137)

(1,252)
(426)

(18,288)

393

729

4,702
(1,340)

3,362
(893)

2,469
(307)

2,162

1.96
1.96
1.96
1.96

1.96
1.96
1.96
1.96

(7,428)
(744)
(801)

(1,252)
(254)
(953)
212)
(381)
(581)
(249)
(942)
(651)

(14,448)

210
281

5,638
(1,159)

4,479
(1,342)
3,137

(41)
3,096

249
249
249
249

249
249
249
249

(5,207)
(575)
(824)

(1,284)

917)
(176)
(123)
(305)
221)
(975)
(624)
(11,231)

764

284
@81

4,363
(309)

4,054
(950)
3,104
213
3,317

247
247
247
247

247
247
247
247
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Statement of Financial Position Data

Assets

Current assets

Property, plant and equipment, net
Intangible assets

Concession financial assets

Other assets

Total assets

Liabilities

Current loans financing and debentures
Other current liabilities

Total current liabilities

Non-current loans financing and debentures
Non-current post-retirement obligation
Other non-current liabilities

Total non-current liabilities

Share capital

Capital reserves

Profit reserves

Equity valuation reserve

Subscription of shares to be capitalized

Equity attributable to non-controlling interests

Total equity
Total liabilities and equity
Other data

Year ended December 31,

2015 2014

2013

(in millions of R$ except per share/ADS
data or otherwise indicated)

2017
Outstanding shares basic:
Common (3) 487,614,144
Preferred (3) 970,577,739
Dividends per share
Common R$0.03
Preferred R$0.50
Dividends per ADS common R$0.03
Dividends per ADS preferred R$0.50
Dividends per share (2)
Common US$0.01
Preferred US$0.15
Dividends per ADS (2) common US$0.01
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2017 2017 2016
(in millions
of US$)(1)
2,578 8,537 8,285
834 2,762 3,775
3,368 11,156 10,820
1,994 6,605 4,971
3,979 13,180 14,185
12,753 42,240 42,036
716 2,371 4,837
1,899 6,292 6,610
2,615 8,663 11,447
3,631 12,027 10,342
1,194 3,954 4,043
986 3,266 3,270
5811 19,247 17,655
1,900 6,294 6,294
581 1,925 1,925
1,730 5,729 5,200
(252) (837) (489)
367 1,215
1 4 4
4,327 14,330 12,934
12,753 42,240 42,036
2016 2015

420,764,639 420,764,639
837,516,297 837,516,297
R$0.50
R$0.50 R$0.50
R$0.50
R$0.50 R$0.50
US$0.13
US$0.15 US$0.13
US$0.13

9377 6,554 6,669
3,940 5544 5817
10275 3379 2,004
2,660 7475 5,841
14,605 12,048 9,483
40,857 35,000 29,814
6,300 5291 2238
6,774 4,832 3,684
13,074 10,123 5,922
8,866 8218 7219
3,086 2478 2311
2,843 2896 1,724
14,795 13,592 11,254
6,204 6294 6,294
1,925 1,925 1,925
4,663 2,594 3,840
102 468 579
4 4

12,988 11,285 12,638
40,857 35,000 29,814

2014 2013
420,764,639 420,764,639
837,516,297 837,516,297
R$0.63 R$1.28
R$0.63 R$1.28
R$0.63 R$1.28
R$0.63 R$1.28
US$0.24 US$0.48
US$0.24 US$0.48
US$0.24 US$0.48
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Table of Contents

US$0.24

US$0.48

15



Edgar Filing: ENERGY CO OF MINAS GERAIS - Form 20-F

Table of Conten

2017 2016 2015 2014 2013
Outstanding shares diluted:
Common (3) 487,614,144 420,764,639 420,764,639 420,764,639 420,764,639
Preferred (3) 970,577,739 837,516,297 837,516,297 837,516,297 837,516,297
Dividends per share diluted
Common R$0.03 R$0.50 R$0.63 R$1.28
Preferred R$0.50 R$0.50 R$0.50 R$0.63 R$1.28
Dividends per ADS diluted common R$0.03 R$0.50 R$0.63 R$1.28
Dividends per ADS diluted Preferrend R$0.50 R$0.50 R$0.50 R$0.63 R$1.28
Dividends per share diluted (2)
Common US$0.01 US$0.13 US$0.24 US$0.48
Preferred US$0.15 US$0.15 US$0.13 US$0.24 US$0.48
Dividends per ADS diluted
common (2) US$0.01 US$0.13 US$0.24 US$0.48
Dividends per ADS diluted
preferred (2) US$0.15 US$0.15 US$0.13 US$0.24 US$0.48

(1) Converted at R$3.3121 /USS$, the exchange rate on December 29, 2017. See Exchange rates .

(2) This information is presented in U.S. dollars at the exchange rate in effect as of the end of each year.

(3) For the year ended December 31, 2017 was included new shares issued through capital increase. Please See Item
4. Information on the Company

Exchange Rates

On March 4, 2005, the National Monetary Council (Conselho Monetdrio Nacional, or CMN ), consolidated the
commercial rate exchange market and the floating rate market into a single exchange market. Such regulation, as
restated in 2008, allows subject to certain procedures and specific regulatory provisions, the purchase and sale of
foreign currency and the international transfer of reais by a foreign person or company, without restriction as to the
amount. Additionally, all foreign exchange transactions must be carried out by financial institutions authorized by the
Brazilian Central Bank (Banco Central do Brasil, or the Central Bank ), to operate in this market.

Brazilian law provides that whenever there (i) is a significant deficit in Brazil s balance of payments or (ii) are major
reasons to foresee a significant deficit in Brazil s balance of payments, temporary restrictions may be imposed on
remittances of foreign capital abroad. In the past, the Central Bank has occasionally intervened to control unstable
movements in foreign exchange rates. We cannot predict whether the Central Bank or the Federal Government will
continue to let the reais float freely or will intervene in the exchange rate market. The reais may depreciate or
appreciate against the U.S. dollar and other currencies substantially in the future, Exchange rate fluctuations may
affect the U.S. dollar amounts received by the holders of Preferred ADSs or Common ADSs. We will make any
distributions with respect to our preferred shares or common shares in reais and the depositary will convert these
distributions into U.S. dollars for payment to the holders of Preferred ADSs and Common ADSs. We cannot make
assurances that such measures will not be undertaken by the Brazilian Government in the future, which could prevent
us from making payments to the holders of our ADSs. Exchange rate fluctuations may also affect the U.S. dollar
equivalent of the reais price of the preferred shares or common shares on the Brazilian stock exchange on which they
are traded. Exchange rate fluctuations may also affect our results of operations. For more information see Risk
Factors Risks Relating to Brazil Exchange rate instability may adversely affect our business, results of operations and
financial condition and the market price of our shares, the Preferred ADSs and the Common ADSs .
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The table below sets forth, for the periods indicated the low, high, average and period-end exchange rates for reais,
expressed in reais per US$1.00

Reais per US$1.00
Year Ended December 31, Low High Average Period-end
2013 1.9480 2.4464  2.1570 2.3608
2014 2.1940 2.7306  2.3498 2.6563
2015 2.5644 4.1638  3.3360 3.9593
2016 34112 4.1299  3.4839 3.2532
2017 3.0557 3.3823  3.1916 3.3121

Reais per US$1.00
Month Low High Average Period end
November 2017 3.2055 3.3132  3.2629 3.2843
December 2017 3.2338  3.3396  3.2950 3.3121
January 2018 3.1470  3.2620  3.2115 3.1782
February 2018 3.1718  3.3083  3.2507 3.2428
March 2018 3.2191 3.3370  3.2790 3.3045
April 2018 (through April 27, 2018) 3.3149 3.5090  3.4051 3.4685

Source: U.S. Federal Reserve Board.
Risk Factors

The investor should take into account the risks described below, and the other information contained in this
Annual Report, when evaluating an investment in our Company.

Risks Relating to CEMIG

We are not certain whether new concessions or authorizations, as applicable, will be obtained, nor that our present
concessions or authorizations will be extended on terms similar to those currently in effect, nor that any
compensation received by us in the event of non-extension will be sufficient to cover the full value of our
investment.

We operate most of our power generation, transmission and distribution activities under concession agreements
entered into with the Brazilian Federal Government or pursuant to authorizations granted to companies of the CEMIG
Group. The Brazilian Constitution determines that all concessions related to public services must be granted through a
bidding process. In 1995, in an effort to implement these constitutional provisions, the Brazilian Federal Government
adopted certain laws and regulations, which are collectively known as the Concessions Law , which governs bidding
procedures in the electric power industry.

On September 22, 2004, while the rules established by Law No. 9,074 of July 7, 1995 were still in force, we requested
a 20 years extension from ANEEL of the concessions to the Emborcacdo and Nova Ponte hydroelectrical plants. On
January 14, 2007, ANEEL approved the required extension as of July 24, 2005.The related concession contract was
amended on October 22, 2008, to reflect these extensions.
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On September 11, 2012, the Brazilian Federal Government issued Provisional Act No. 579 ( PA 579 ), later converted
into Law No. 12,783 of January 11, 2013 ( Law No. 12,783/13 ), which governs the extensions of concessions granted
prior to Law No. 9,074/95. Law No. 12,783/13 determines that, as of September 12, 2012, concessions prior to Law
No. 9,074/95, can be extended once, for up to 30 years, at the option of the concession authority.

With respect to generation activities, the Company chose not to accept the mechanism offered to extend the generation
concessions that would expire in the period from 2013 to 2017. These are: Trés Marias, Salto Grande, Itutinga, Volta

Grande, Camargos, Peti, Piau, Gafanhoto, Tronqueiras, Joasal, Martins, Cajuru, Paciéncia, Marmelos, Dona Rita,
Sumidouro, Poquim and Anil.

11
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Following publication of the tender documents for Generation Auction No. 12/2015, on October 7, 2015 ( Auction
12/2015 ), which was held under the revised regulatory structure for renewal of concessions of existing plants as set
forth in Law No. 13,203 of December 8, 2015 ( Law No. 13,203/15 ), the Company s Board of Directors authorized
Cemig Geracdo e Transmissdo S.A. ( Cemig GT ) to bid at an auction, held on November 25, 2015, in which Cemig GT
was successful. In the auction, Cemig GT won the concessions for the 18 hydroelectrical plants comprising Lot D :
Trés Marias, Salto Grande, Itutinga, Camargos, Cajuru, Gafanhoto, Martins, Marmelos, Joasal, Paciéncia, Piau,

Coronel Domiciano, Tronqueiras, Peti, Dona Rita, Sinceridade, Neblina and Ervélia. The total installed capacity of

these plants is 699.5 MW, and their offtake guarantee is 420.2 MW average.

In relation to the Jaguara, Sdo Simdo and Miranda power plants, which the date of the first contractual extension of
their concessions fell after the issuance of PM 579, the Company understands that the Generation Concession Contract
No. 007/1997 enables the extension of the concessions of these power plants for 20 years, i.e. until 2033, 2035 and
2036 respectively, without any restrictions.

Based on this understanding, our subsidiary CEMIG Geracgao e Transmissdo S.A. ( CEMIG GT ) has filed for a judicial
order of mandamus (Writ of Mandamus No. 20,432/DF) against the actions of the Brazilian Mining and Energy

Ministry ( MME ) to safeguard its rights to an extension of the concession term for the Jaguara Hydroelectrical Power
Plant, under the terms of Clause 4 of the Generation Concession Contract No. 007/1997, and in accordance with the
original terms and conditions of that agreement, which was signed prior to Law No. 12,783/13.

On September 3, 2013 the Company was awarded an interim judgment that entitled it to continue commercial
operation of the Jaguara plant until a judgment was issued by the courts on the writ of mandamus. On May 27, 2015
there was a decision on the matter, denying CEMIG GT s request. Prior to the publishing of this decision, which would
have prevented the filing of the appropriate appeal, CEMIG GT appealed to the Federal Supreme Court (Supremo
Tribunal Federal, or STF) for a provisional remedy with interim injunction requesting a permission to continue
operating and managing the power plant. The interim injunction was granted on December 21, 2015. The Action for
Provisional Remedy itself has not yet been judged. With the publication of the result of the judgment on February 15,
2016, Cemig GT filed an Ordinary Appeal to the STF on March 1, 2016. On March 21, 2017, the interim remedy
given in the Action for Provisional Remedy referred to above was revoked by the Reporting Justice.On November 21,
2017, the 2nd Panel of the STF ruled that the application for mandamus should be dismissed, but this is not a final
decision as it requires a full panel to decide. As soon as the full panel judgment is published, the Company will assess
the possibility of appeal.

Considering that the Sdo Sim@o Hydroelectrical Plant ( the Sdo Simao Plant ) concession of Cemig GT will expire
shortly, Cemig GT filed an order of mandamus against an act of the MME, in order to ensure its right to extend the
concession of this plant, under Clause 4 of Generation Concession Contract No. 007/1997, obeying the original bases
of this contract, which were prior to Law 12,783/13. On December 19, 2014 the Superior Court of Justice (Superior
Tribunal de Justica, or STJ ) granted Cemig GT an interim relief which allowed it to continue in control of the
commercial operations of the Sdo Simao Plant. This decision was reviewed, and overturned, by the Reporting Justice
on June 30, 2015. The judgment of the merit of this action has not begun. The Reporting Justice, considering the STF
decision on the interim relief of the Jaguara Plant, on December 21, 2015, served notice on Cemig GT to make a
statement on the suspension of this order of mandamus relating to the Sdo Simao Plant. On 09/08/2016, Cemig GT,
stated its interest in the suspension, but requested an interim remedy with the same outcome that was employed in the
case of the Jaguara Plant was granted, i.e. keeping Cemig GT as holder of the concession of the Sao Simao Plant, on
the same terms as the Jaguara Plant, obeying the original bases of the Generation Concession Contract No. 007/1997,
prior to Law 12,783/2013. On 08/03/2017, the injunction was granted by the Reporting Justice to allow CEMIG GT to
retain ownership of the Sao Simao concession, under the initial bases of Concession Contract No. 007/1997, until the
conclusion of the judgment. On March 28, 2017, that interim injunction was revoked. On December 13, 2017, the
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First Section of the STJ ruled to deny Cemig s request. CEMIG GT appealed again to the Federal Supreme Court
(Supremo Tribunal Federal, or STF). As of the date of this report, there has been no judgment on the merits of this
action.

On December 21, 2016, Cemig GT filed an application for mandamus, requesting interim relief, against an act
practiced by the Mining and Energy Minister that was unlawful and violated the plaintiff s net and certain right with
the objective of obtaining extension of the period of concession of the Miranda Hydroelectrical Power Plant, on the
basis of Clause 4 of the Generation Concession Contract No. 007/1997. Cemig GT was granted an interim remedy to
continue commercial operation of the Miranda Plant until a final judgment would be given on this application for
mandamus. In response to a motion for revision of judgment brought by the Federal Government against the internal
appeal, the Reporting Justice revoked this interim remedy on March 29, 2017. As of the date of this report, there has
been no judgment on the merits of this action.
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On February 21, 2017, Cemig GT made a renewal request to the MME, renewing its administrative application for
extension, for a term of 20 (twenty) years, of the concessions of the Jaguara, Sao Simao and Miranda hydroelectrical
plants pursuant to Clause 4 of Generation Concession Contract No. 007 of 1997. In this renewal request, which
reaffirms the Company s interests in these plants, Cemig GT also made an alternative request, in the event the
application is denied, for the concession of these hydroelectrical plants to be transferred/granted to one of its
subsidiaries, for the purposes specified by Paragraph 1-C of Article 8 of Law 12,783/13 (as amended by Law 13,360
of November 17, 2016), which enables the Federal Government to grant a power generation concession for 30 years
when associated with transfer of control of a legal entity providing this service which is under direct or indirect
control of a State, the Federal District or a municipality.

On September 27, 2017, the Brazilian Federal Government auctioned the concessions of the Sdo Simao, Jaguara,
Miranda and Volta Grande hydroelectrical power plants formerly owned by CEMIG GT with a total capacity of 2,922
MW for a total of R$12.13 billion. In each case, the winning bidder of the concessions was a third party unrelated to
CEMIG. Ownership of these concessions would be transferred from CEMIG to the winning bidders on December 30,
2017.

CEMIG GT understands that it complied with the requirements to maintain the concessions of the Sdo Siméao, Jaguara
and Miranda power plants, which were each subject to automatic renewals. Several legal actions, public acts and
negotiation meetings were held with MME e ANEEL in order to seek a solution to the litigation that has extended
since 2012. In the case of Volta Grande, CEMIG GT has also worked intensively to negotiate renewal terms for that
concession. Despite the outcome of the auction, CEMIG GT plans to continue to assert its rights with respect to this
concession in court. Following the legal actions in progress in the STF and the STJ, cases were brought in the
administrative and the judicial sphere related to the indemnity to which the Company is entitled.

On August 3, 2017, the MME established the amounts of the indemnity owed to CEMIG GT for investments made in
the Sdo Simdo and Miranda power plants. The total amount of the indemnity has been calculated at R$1.028 billion,
of which R$243.59 million relates to the residual value the Sdo Simao plant and R$784.15 million relates to the
indemnity for the Miranda plant. These amounts are as of September 2015 and December 2016, respectively, and are
to be adjusted by the IPCA inflation index and by the Selic rate. However, payment is conditional on budgetary and
financial availability of public funds and is subject to administrative and judicial challenges and there can be no
assurance as to when such amounts will be paid.

Our initial estimates indicate that these amounts are insufficient to cover Cemig s investment, therefore on August 17,
2017 we filed a hierarchy appeal that has not yet been judged. On November 27, 2017 Cemig GT filed a Prior
Provisional Remedy in order to obtain an order for the Federal Government to disclose the basis for calculation of the
indemnity for Jaguara, Miranda, S0 Simao and Volta Grande Hydroelectrical Power Plants, and also immediately
deposit the non-contested portion of the indemnity, which had been set at R$1.028 billion.On November 29, 2017 the
application for this remedy was denied and Cemig GT filed an Interlocutory Appeal that is currently pending
judgment. Additionally, on January 17, 2018 Cemig amended the writ: (i) to file additional support for the disclosure
of the calculation; (ii) applying for declaration of nullity of Article 1, §§1 and 2, and Article 2, of the Mining and
Energy Ministry Order No. 291/2017, and consequent payment of indemnity to include all the investments made by
Cemig GT in the concession; and (iii) requesting immediate payment of the non-contested amount.

Regarding transmission activities, on December 4, 2012, the Company signed the second amendment to Transmission
Concession Agreement No. 006/1997, extending the concession for 30 years as of January 1, 2013. The concession
extension resulted in a reduction of the Permitted Annual Revenue (Receita Anual Permitida, or RAP), which
decreased from R$ 485 million (in June 2012) to R$ 296 million (in June 2016). The Brazilian Government has
compensated us for the reduction of the RAP of part of those concessions, but the assets in operation before the year
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of 2000 have not been compensated yet. In our view, Law 12,783/13 states that the Federal Government is required to
compensate us, using the IPCA index as basis, RAP reductions of assets operating before 2000 within a 30 year
period. According to Brazilian Mining and Energy Ministry Ordinance No. 120/2016, as of July 2017, the
transmission companies that extended their concession agreements will have their assets not yet compensated included
in the Regulatory Remuneration Base and will also receive the recovery of past revenues from those assets.

With respect to extension of the energy distribution concession, CEMIG Distribui¢do S.A. ( CEMIG D ), as per Decree
No. 7,805/12 and Decree No. 8,461/15, accepted the extension of its concession contracts, and signed the Fifth
Amendment to its Concession Contract in December 2015 (the Fifth Amendment ). This extends the concession for a
further 30 years from January 1, 2016, but requires compliance with even more rigid rules related to the quality of
service provided and the economic and financial sustainability of the Company over the 30 years of the concession.
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In light of the degree of discretion granted to the Brazilian Federal Government in relation to new concession
contracts or new authorizations, as applicable, and renewal of existing concessions and authorizations, and due to the
new provisions established by PA 579 (and subsequent Law No. 12,783/13) and amendments made to it by Law

No. 13,203/15 and Law No. 13,360/16, for renewals of generation, transmission and distribution concession
agreements, we cannot guarantee that: (i) new concessions and authorizations will be obtained; (ii) our existing
concessions and authorizations will be extended on terms similar to those currently in effect; nor (iii) the
compensation received in the event of non-extension of a concession or authorization will be in an amount sufficient
to cover the full value of our investment. Our inability to obtain new or extended concessions or authorizations could
have a material adverse effect on our business, results of operations and financial condition. For more information
about the renewal of our concessions and authorizations, see Item 8. Financial Information Legal and Administrative
Proceedings.

Our subsidiaries might suffer intervention by Brazilian public authorities to ensure adequate levels of service, or be
sanctioned by ANEEL for non-compliance with their concession agreements, or the authorizations granted to
them, which could result in fines, other penalties and/or, depending on the severity of the non-compliance, legal
termination of concession agreements or revocation of authorizations.

We conduct our generation, transmission and distribution activities pursuant to concession agreements entered into
with the Brazilian Federal Government, through ANEEL, and pursuant to authorizations granted to companies of the
CEMIG Group, as the case may be.

ANEEL may impose penalties or revoke a concession or authorization if we fail to comply with any provision of the

concession agreements or authorizations, including those relating to compliance with the established quality standards.
Depending on the severity of the non-compliance, these penalties could include:

fines for breach of contract of up to 2.0% of the concession holder s revenues in the financial year
immediately prior to the date of the breach;

injunctions related to the construction of new facilities and equipment;

temporary suspension from participating in bidding processes for new concessions for a period of up to two
years;

intervention by ANEEL in the management of the concession holder that is in breach;

revocation of the concession; and

execution of the guarantees related to the concession.
Further, the Brazilian Federal Government can revoke any of our concessions or authorizations before the expiration
of the concession term, in the event of bankruptcy or dissolution, or by legal termination, if determined to be in the
public interest. It can also intervene in concessions to ensure adequate provision of the services, full compliance with
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the relevant provisions of agreements, authorizations, regulations and applicable law, and where it has concerns about
the operations of the facilities of the Company and its subsidiaries.

Delays in the implementation and construction of new energy undertakings can trigger the imposition of regulatory
penalties by ANEEL, which, under ANEEL s Resolution No. 63 of May 12, 2004, can vary from warnings to the
termination of concessions or withdrawal of authorizations.

Any compensation we may receive upon rescission of the concession agreement or revocation of an authorization may
not be sufficient to compensate us for the full value of certain investments. If we are responsible for the rescission of
any concession agreement, the effective amount of compensation could be lower, due to fines or other penalties. The
imposition of fines or penalties or the early termination or revocation by ANEEL of any of our concession agreements
or authorizations, or any failure to receive sufficient compensation for investments we have made, may have a
material adverse effect on our business, financial condition and results of operations, and on our ability to meet our
payment obligations.
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Rules under the Fifth Amendment to the distribution concession contract came into effect as from 2016. They contain
new targets for service quality, and requirements related to CEMIG D s economic and financial sustainability. These
targets must be complied with over the 30 years of the concession. Compliance with these targets is assessed annually,
and non-compliance could result in an obligation for CEMIG to inject capital into CEMIG D or a limitation on
distribution of dividends or the payment of interest on equity by CEMIG D to CEMIG. According to ANEEL
regulations, in case of failure to comply with global annual targets for collective continuity indicators for two
consecutive years, or three times in five years, or at any time in the last five years of the agreement term, distribution
of dividends or payment of interest on shareholders equity may be limited until compliance is resumed. Furthermore,
in the first five years, non-compliance with a target for two consecutive years, or with any one of the targets in the
fifth year will result in legal termination of the concession. The imposition of fines or penalties or the early
termination or annulment by ANEEL of our concession agreements or any failure to receive sufficient indemnification
for investments we have made, may have a material adverse effect on our business, financial condition and results of
operations.

We are subject to extensive and uncertain governmental legislation and regulation, and any changes to such
legislation and regulation could have a material adverse effect on our business, results of operations and financial
situation.

Our operations are highly regulated and supervised by the Brazilian Government, through the MME, ANEEL, the
National System Operator (Operador Nacional do Sistema, or ONS ), and other regulatory authorities. These
authorities have a substantial degree of influence in our business. MME, ANEEL and ONS have discretionary
authority to implement and change policies, interpretations and rules applicable to different aspects of our business,
particularly operations, maintenance, health and safety, compensation and inspection. Any significant regulatory
measure implemented by such authorities may result in a significant burden on our activities, which may have a
material adverse effect on our business, results of operations and financial condition.

The Brazilian Federal Government has been implementing policies that have a far-reaching impact on the Brazilian
energy sector and, in particular, the energy industry. As part of the restructuring of the industry, Law No. 10,848, of
March 15, 2004 introduced a new regulatory regime for the Brazilian energy industry. This regulatory structure has
undergone several changes in recent years, the most recent being the changes added by PA 579 (which was converted
into Law No. 12,783/2013), which governs the extension of some concessions governed by Law No. 9,074/1995.
Under this law, such concessions can, from September 12, 2012, be extended only once, for up to 30 years, at the
option of the concession authority.

Amendments in the legislation or regulations relating to the Brazilian energy industry could adversely affect our
business strategy and the conduct of our activities if we are not able to anticipate the new conditions or if we are
unable to absorb the new costs or pass them on to customers. Also, we cannot guarantee that measures taken in the
future by the Brazilian Government, in relation to development of the Brazilian energy system, will not have a
negative effect on our activities. Further, we are unable to predict to what extent such measures might affect us. If we
are required to conduct our business and operations in a way that is substantially different from that specified in our
business plan, our business, results of operations or financial position may be negatively affected.

Changes in Brazilian tax law or conflicts regarding its interpretation may adversely affect us.
The Brazilian Federal, State and Municipal Governments have regularly implemented changes in tax policies that
have affected us. These changes include the creation and alteration of taxes and charges, permanent or temporary,

related to specific purposes of the government. Some of these governmental measures can increase our tax burden,
which could affect our profitability, and consequently our financial situation. We cannot guarantee that we will be
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able to maintain our cash flow and profitability after an increase in taxes and charges that apply to us, and this might
result in a material adverse effect on the Company.

We are subject to restrictions on our ability to make capital investments and to incur indebtedness, which could
adversely affect our business, results of operations and financial condition.

We are subject to certain restrictions on our ability to make capital investments and acquisitions and raise funds from
third parties, which might prevent us from entering into new contracts for financing of our operations, or for the
re-financing of our existing obligations, and which may adversely affect our business, results of operations and
financial condition.

Our by-laws require us to maintain certain financial indicators, related to factors including debt and investments,
within certain limits, and this could affect our operational flexibility. In 2015, 2016 and 2017, certain limits and

financial ratios specified in our bylaws were exceeded, and corresponding waivers were granted pursuant to the
relevant approvals given by our shareholders at the General Shareholders Meetings for 2015, 2016 and 2017.
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In relation to investments, our by-laws state that we may use up to 40.0% of our annual EBITDA (earnings before
interest, income taxes, depreciation and amortization) each fiscal year on capital investments and acquisitions. This
restriction could indirectly affect our investment capacity. Our ability to carry out our capital expenditure program is
dependent upon a number of factors, including our ability to charge adequate rates for our services, access to the
domestic and international capital markets, and a variety of operational and other factors. Further, our plans to expand
our generation and transmission capacity are subject to compliance with competitive bidding processes. These are
currently governed by Law No.8,666/1993 ( the Tenders Law ) and from June 30, 2018 will be governed by Law
No. 13,303/2016 ( the State Companies Law ).

In relation to loans from third parties: (i) as a state-controlled company, we are subject to rules and limits relating to
the level of credit applicable to the public sector, including rules established by the National Monetary Council
(Conselho Monetério Nacional, or CMN), and by the Brazilian Central Bank; and (ii) we are subject to the rules and
limits established by ANEEL that regulate indebtedness for companies in the energy sector. Also, state-controlled
companies, in some cases, must comply with certain requirements to use funds extended by local commercial banks,
such as (i) in the case of Brazilian federal banks, use the proceeds for refinancing of financial obligations undertaken
with entities of the Brazilian financial system; or (ii) in transactions guaranteed by receivables.

Further, we are subject to certain contractual conditions under our existing debt instruments, and we may enter into
new loans that contain covenants or similar clauses that could restrict our operational flexibility. These restrictions
might also affect our ability to obtain new loans that are necessary for financing our activities and our growth strategy,
and for meeting our future financial obligations when they become due, and this could adversely affect our ability to
comply with our financial obligations. We have financing contracts and other debt obligations containing restrictive
covenants, including Brazilian local market debentures, Eurobonds on international market and loans from Caixa
Econdmica Federal and Banco do Brasil.

We have approximately R$8.3 billion of outstanding debt with financial covenant restrictions, and any breach could
have severe negative consequences to us. See ~ The Company has a considerable amount of debt, and it is exposed to
limitations on its liquidity  a factor that might make it more difficult for the Company to obtain financing for
investments that are planned, and might negatively affect its financial condition and our results of operation.

If, for example, we breach a financial covenant under the Eurobonds, we would have an interest increase, or even
suffer early maturity of some of our debts. Similarly, if the Company violates a covenant under our debenture
issuance, the debenture holders may anticipate the maturity of the debt in a meeting organized by the Fiduciary Agent
(Trustee), unless 75% of the debenture holders decide not to do so. The anticipation of the maturities of our debts
could have a material adverse effect on our financial situation, and may also trigger cross-default clauses in other
financial instruments.

In the event of a default and acceleration of the maturities, our assets and cash flow might be insufficient to repay
amounts due, or to comply with the servicing of such debts. In the past, we have, on certain occasions, failed to
comply with certain financial covenants that had conditions that were more restrictive than those currently in place.
Although we were able to obtain waivers from our creditors in relation to past non-compliance, we cannot guarantee
that we will be successful in obtaining any particular waiver in the future.

The Company might face difficulties in delivering the results described in the business plans of the companies that

it has acquired, or those which may be acquired in the future, which could have a material adverse effect on our
business, financial condition and results of operations.
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The Company might not realize the results expected from our acquisitions. The process of integration for any acquired
business could subject the Company to certain risks, such as, for example, the following: (i) unexpected expenses;

(i1) inability to integrate the activities of the companies acquired with a view to obtaining the expected economies of
scale and efficiency gains; (iii) possible delays related to integration of the operations of companies; (iv) exposure to
potential contingencies; and (v) legal claims made against the acquired business that were unknown at the moment of
its acquisition. The Company might be unsuccessful in dealing with these or other risks, or problems related to any
other operation of a future acquisition, and be negatively affected by the companies acquired or which may be
acquired in the future.

A reduction in our credit risk rating or in Brazil s sovereign credit ratings could adversely affect the availability of
new financings and increase our cost of capital.

The credit risk rating agencies Fitch Ratings, Moody s, and Standard and Poor s attribute a rating to the Company and
its debt securities on a Brazilian basis, and also a rating for the Company on a global basis.
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Ratings reflect, among other factors, the outlook for the Brazilian energy sector, the hydrological conditions of Brazil,
the political and economic conditions, country risk, and the rating and outlook for the Company s controlling
shareholder, the State of Minas Gerais.

The rating agencies began a review of Brazilian sovereign credit risk in September 2015 that culminated in the loss of
the country s investment-grade rating with the three principal agencies. They referenced the worsened credit scenario
and the growing deterioration of Brazilian debt indicators, taking into account the environment of low growth and the
challenging political situation. As a result, the trading prices of Brazilian debt and other Brazilian securities were
affected. We believe that a continuation of the present recession in Brazil could cause further ratings reductions.

In the last years, the three main rating agencies have downgraded CEMIG Holding, CEMIG D and CEMIG GT s
ratings following the macroeconomic deterioration in Brazil and as a result of the increasing leverage of CEMIG, due
to the pressure on its cash flow. More recently, Standard & Poor's upgraded each Company to brBBB (national scale)
keeping the rating B in the global scale. Currently, Fitch classifies each company as BBB-(bra) (national scale) e B
(global scale) and Moody s classifies each company as B2.br (national scale) e B3 (global scale).

If our ratings are downgraded due to any external factors, operational performance or high levels of debt, our cost of
capital could increase and our ability to comply with existing financial covenants in the instruments that regulate our
debt could be adversely affected. Further, our operating or financial results and the availability of future financings
could be adversely affected. Also, further reductions in Brazilian sovereign ratings could adversely affect perception
of risk in relation to securities of Brazilian issuers, and, as a result, increase the cost of any future issues of debt
securities. Any further reductions in our ratings or Brazil s sovereign ratings could adversely affect our operating and
financial results, and our access to future financings.

Disruptions in the operation of, or deterioration of the quality of, our services, or those of our subsidiaries, could
have an adverse effect on our business, financial condition and results of operations.

The operation of complex energy generation, transmission and distribution networks and systems involves various
risks, operational difficulties and unexpected interruptions, caused by accidents, damage to failure of equipment or
processes, performance below planned levels of availability and efficiency of assets, or disasters (such as explosions,
fires, natural phenomena, floods, landslides, sabotage, terrorism, vandalism or other similar events). In the event of
this occurrence, the insurance coverage for Operational Risks may be insufficient to fully repay costs and losses
incurred as a result of damage caused to assets, or interruptions of services. Also, operational decisions taken by an
entity responsible for the operation of the national grid, or actions or decisions taken by authorities responsible for
regulation of the power industry, or for the environment or for issues that affect the energy generation, transmission
and distribution businesses could have an adverse effect on the functioning and profitability of the operations of the
Company s generation, transmission and distribution systems.

The revenues that the Company and its subsidiaries generate from establishing, operating and maintaining facilities
are, directly or indirectly, correlated with the availability of equipment and assets, and to the quality of the services
(continuity, and compliance with the regulatory requirements). Under our concession agreements, the Company and
its subsidiaries are subject to: (i) a reduction of their Portion B allocation due to increase of the component Q in the
formula for the X Factor at the time of the tariff review for the distributors; (ii) reduction of the Permitted Annual
Revenue (RAP) of the Transmission Companies, due to non-availability of transmission lines and substation
equipment; and (iii) impacts on the revenue of the generation companies arising from the Availability Factor (Fator de
Disponibilidade, or FID), and from reduction of the guarantee offtake levels of the plants. The hydroelectrical plants
share the hydrological risk, and based on the applicable regulations and on the level of the guarantees offered
previously by agents, to the extent that the plants do not meet the necessary production levels, on average agents will
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have to acquire the equivalent of the shortfall in volume of power at the spot price (Preco de Liquidagdo de Diferencas
Differences Settlement Price, or PLD), which tends to be highly volatile.

The generation agents are exposed to financial risks, since there may be differences in the financial accounting of the
contracts in the sub-markets of the CCE, depending on: (a) the location of the plant, which determines the PLD used
in the accounting procedure for the vendors; and (b) the location of consumption of the contract, which will determine
the PLD used in the accounting procedure for the consuming agent. If there is a difference between the PLD of the
sub-markets, the agents will be subject to these differences.

Penalties and payments of offsetting or other compensation are applicable, depending on the scope, severity and
duration of the unavailability of service or equipment. Thus, stoppages in our generation, transmission or distribution

facilities, substations or networks, may have a material adverse effect on our business, financial situation and
operational results.
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We have a considerable amount of debt, and we are exposed to limitations on our liquidity a factor that might
make it more difficult for us to obtain financing for investments that are planned, and might negatively affect our
financial condition and our results of operations.

In order to finance the capital expenditures needed to meet our long-term growth objectives, we have incurred a
substantial amount of debt. As our cash flow from operations in recent years has not been sufficient to fund our capital
expenditures, debt service and payment of dividends, our debt has significantly increased since 2012. Our total loans,
financing and debentures (including interest) decreased by 5%, to R$ 14,398 million on December 31, 2017 from

R$ 15,179 million on December 31, 2016 and R$ 15,167 million on December 31, 2015. At present, 42% of our
existing loans, financing and debentures totaling R$ 6,084 million, have maturities in the next three years. To meet our
growth objectives, maintain our ability to fund our operations and comply with scheduled debt maturities, we will

need to raise debt capital from a range of funding sources. To service its debt after meeting the capital expenditure
targets, the Company has relied upon, and may continue to rely upon, a combination of cash flows provided by its
operations, drawdowns under its available credit facilities, its cash and short-term financial investments balance and

the incurrence of additional indebtedness. Any further lowering of its credit ratings may have adverse consequences

on the Company s ability to obtain financing or may impact its cost of financing, also making it more difficult or costly
to refinance maturing obligations. If, for any reason, the Company were faced with continued difficulties in accessing
debt financing, this could hamper its ability to make capital expenditures in the amounts needed to maintain its current
level of investments or its long-term targets and could impair its ability to timely meet its principal and interest
payment obligations with its creditors, as its cash flow from operations is currently insufficient to fund such both
planned capital expenditures and all of its debt service obligations. A reduction in the Company s capital expenditure
program or the sale of assets could significantly and adversely affect its results of operations.

In the context of lengthening the amortization schedule, CEMIG GT prepared itself along 2017 to tap the international
debt capital market through a seven-year bond issuance of US$1 billion. The issuance was priced in December with a
9.25% coupon and 9.5% yield and the proceeds were used to repay existing short-term debt. The bonds will pay
interests semiannualy and the principal will fall due in December 2024, with the possibility of a call from December
2023 on. The issuance was hedged by a coupon swap and a call spread on the principal, in order to protect the
company against foreign exchange volatility.

In addition, in December 2017, Cemig concluded the re-profiling of its debt, representing up to R$3.4 billion, by
negotiating a bank debt refinancing with its main creditors in order to refinance short and medium term indebtedness

of CEMIG GT and CEMIG D and, then, to balance CEMIG s short and medium term cash flows. The debt re-profiling
involved the amortization schedules of existing debt maturities, ranging from 2017 through 2020, into facilities with a
principal amortization grace period in 2018 and final maturities in 2022.

Our divestment program depends on external factors that could impede its successful implementation.

Among other initiatives, in 2017, a divestment program which contemplates the sale of R$ 8,046 million in assets in
the 2017 and 2018 was publicly informed, which targets at least 50% of the divestment (by value) by the end of 2018.
This program is intended to contribute to the balancing of our financial profile by reducing net indebtedness in the
short term. External factors, such as regulatory changes, exchange rate fluctuations, the deterioration of Brazilian and
global economic conditions and the Brazilian political crisis, among others, may adversely affect our ability to sell our
assets or reduce sales price of such assets.

Any difficulty in successfully implementing our divestment program could have a material adverse effect on our
business, results of operations and financial condition, including exposing us and the Company to liquidity constraints

in the near and medium term. In addition, while the sale of assets will allow us to reduce our total indebtedness and
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improve our short-term liquidity position, such sales will also result in a decrease in our cash flows from operations,
which could have a material adverse effect on our long-term operating growth prospects and consequently our results
of operations in the medium and long term.

We might be unable to implement the strategies in our long-term strategic planning within a desired time, or
without incurring unforeseen costs, which could have adverse consequences for our business, results of operations
and financial condition.

Our ability to meet strategic objectives depends, to a large extent, on successful, cost-effective and timely

implementation of our strategic planning. The following are some of the factors that could negatively affect this
implementation:

Inability to generate cash flow, or obtain the future financings, necessary for implementation of the projects;

Inability to obtain necessary governmental licenses and approvals;

Unexpected engineering and environmental problems;

Unexpected delays in the processes of eminent domain and establishment of servitude rights;
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Unavailability of the necessary workforce or of equipment;

Labor strikes;

Delay in delivery of equipment by suppliers;

Delay resulting from failings of suppliers or third parties in compliance with their commitments;

Interference by climate factors, or environmental restrictions;

Changes in the environmental legislation creating new obligations and causing additional costs for projects;

Legal instability caused by political issues; and

Substantial changes in economic, regulatory, hydrological or other conditions.
The occurrence of the above factors, separately or in the aggregate, might lead to a significant increase of costs, and
might delay or impede implementation of initiatives, and consequently compromise the execution of the strategic plan,
negatively affecting our operating and financial results.

Furthermore, because we are a mixed-capital company controlled by the State of Minas Gerais, we are subject to
changes to our board of directors and executive officers as a result of change in the political agents of the Executive
Branch of government due to the electoral process, as occurred with most of our executive officers, including the CEO
and CFO in December 2014, and also due to political instability. These types of changes may adversely affect the
continuity of the Company s strategy.

The operating and financial results of our subsidiaries and minority investees might negatively affect our
strategies, operational results and financial situation.

We own equity in and do business through various subsidiaries and minority investees, including companies with
significant assets in energy generation, transmission and distribution. The future development of our subsidiaries and
minority investees, such as Transmissora Alianga de Energia Elétrica S.A. ( TAESA ), Light S.A. ( Light ), Renova
Energia S.A. ( Renova ) and Alianca Geragdo de Energia S.A. ( Alianca ), could have a significant impact on our
operational results. The Company s ability to meet its financial obligations is correlated, in part, to the cash flow and
the profits of these subsidiaries, and the consequent distribution to the Company of such profits in the form of
dividends or other advances or payments. If these companies abilities to generate profit and cash flow are reduced, this
might cause a reduction of dividends and interest on equity paid to the Company, which could have a material adverse
effect on our results of operations and financial position.

Further, some of our subsidiaries or investees might, in the future, enter into agreements with creditors that could
restrict dividend payments or other transfers of funds to the Company.
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These subsidiaries are separate legal entities. Any right that we might have in relation to receipt of assets or other
payments in the event of liquidation or reorganization of any subsidiary, will likely be in fact structurally subordinated
to the demands of the creditors of such subsidiary (including tax authorities, commercial creditors and lenders to those
subsidiaries).

Furthermore, the Company does not control the management of some of its minority investees and their management
practices might not to be aligned with those of the Company.

Any deterioration in the operating results or financial conditions of these subsidiaries, and any sanctions or penalties
imposed on them, could have a material adverse effect on the Company s results of operations or financial condition.

New investments and acquisitions will require additional capital, which might not be available to us on acceptable
terms.

We will need funds to finance acquisitions and investments. However, we cannot guarantee that we will have our own
funds or that we will be able to raise such funds in a timely manner and in the necessary amounts, or at competitive
rates (by issuance of debt securities, or incurrence of loans). If we are unable to obtain funds as planned, we may be
unable to meet our acquisition commitments, and our investment program could suffer delays or significant changes,
which could adversely affect our business, financial condition, results of operations and future prospects.
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Delays in the expansion of facilities, in new investments or in capitalizations in our generation, transmission and
distribution companies could adversely affect our business, results of operations and financial condition.

We are currently engaged in the construction and expansion of plants, transmission lines, distribution lines,
distribution networks and substations, and also studying other potential expansion projects. Our capacity to conclude
projects, within deadlines and on budget, without adverse economic effects, is subject to various risks. For instance,
we may encounter the following:

Various problems in the phase of planning and construction of expansion projects or new investments, such
as stoppages, delays by suppliers in materials and services, delays in tender processes, embargos on work,
unexpected geological and meteorological conditions, political and environmental uncertainties, the liquidity
of our partners, contractors and subcontractors;

Regulatory or legal challenges that delay the start date of operations of expansion projects;

New assets might operate below the planned capacity, or the costs of their operation/installation might be
greater than planned;

Difficulty of obtaining adequate working capital to finance the expansion projects; and

Environmental demands and claims by local communities during construction of generation plants,
transmission lines, distribution lines, distribution networks and substations; and, possibility of failure to
comply with the Duracdo Equivalente de Interrupcao por Unidade Consumidora DEC (outages duration)
target, resulting in risk of loss of the concession, since the contract provides that non-compliance with the
targets for quality indicators for 2 consecutive years, or in the fifth year, will result in opening of a process of
expiration of the concession.

If we face any of these problems or other problems related to the new investments or to the expansion of our

generation, transmission or distribution capacity, we might suffer increases of costs, or, perhaps, lower profitability

than originally expected for the projects.

The level of default by our customers could adversely affect our business, operational results and/or financial
situation as well as those of our subsidiaries.

On December 31, 2017, the total of our past-due receivables owed by customers, traders and power transport
concession holders was approximately R$ 1,038 million (R$961.5million in 2016), corresponding to 4.78% of our
consolidated net revenue in 2017 (5.12% in 2016). We have recorded in 2017 a provision for doubtful receivables in
the amount of R$ 568 million (R$660 million in 2016). The possibility exists that we might be unable to collect
amounts payable by various customers which are in arrears. If such debts are not totally or partially settled, we will
suffer an adverse impact on our business, operation results and/or financial situation. Additionally, the amount of
debts in arrears from our customers that exceeds the provision that we have made could cause an adverse effect on our
business, operational results and/or financial condition.
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Cemig D s economic and financial sustainability is directly related to the effectiveness of the actions to control
energy losses, and the regulatory limits established for it. If Cemig D does not succeed in successfully controlling
energy loss, its business, operations, profit and financial situation could be substantially and adversely affected.

A distribution company s energy losses comprise two types of losses: technical losses and non-technical (commercial)
losses. Technical losses are inherent in the process of transmission and transformation of electric power, and occur in
the lines and equipment of the energy system. Non-technical losses comprise power that is supplied and not invoiced,
which may be the result of illegal connections (theft), fraud, metering errors or failures in internal processes.

Cemig s Total Losses Index as of December 31, 2017, using a 12 month window was 14.24%. This percentage is in
relation to the total energy injected into the distribution system (the total volume of losses was 7,113 GWh). Of that
percentage, 8.98% comprised technical losses, and 5.26% comprised non-technical losses. This result was 0.78
percentage points higher than the result for December 2016, and above the regulatory target set by ANEEL for 2017
(10.84%).

In our view, the adverse macroeconomic scenario that Brazil has gone through in recent years, with high
unemployment, and the changes in the energy sector resulting from Provisional Act 579 (converted into Law

No. 12,783 of 2013), which affected the cash flow and situation of the distribution company and resulted in successive
tariff increases, in our view led to an increase in fraud against the energy supply in Cemig s concession area, beginning
in 2014.
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From a regulatory point of view, ANEEL has been increasingly rigorous in establishing target caps for distribution
losses. The target caps for non-technical losses are set on the basis of a benchmarking model that compares the
social-economic complexity of each concession in relation to cost involved in combating the illegal use of the power
supply. For the targets for technical losses, ANEEL uses metering measurements and power flow software.

In light of this complex scenario, involving regulatory uncertainties, even with the implementation of a strategy to
reduce technical and commercial losses, Cemig cannot guarantee that the target caps for losses established by ANEEL
will be met in the medium term, and this could affect the Company s financial situation and operational results, since
the portion of a distribution company s power losses that exceeds the regulatory cap cannot be passed through to the
client as an expense in the form of an increase in tariffs.

Dams are part of the critical and essential infrastructure in the Brazilian energy sector. Dam failures can cause
serious damage to affected communities and to the Company.

Wherever there are dams, there is an intrinsic risk of dam failure, due to factors that may be internal or external to the
structure (such as, for example, failure of a dam upstream from the site). The scale, and nature, of the risk are not
entirely predictable. Thus, we are subject to the risk of a dam failure that could have repercussions far greater than the
loss of hydroelectrical generation capabilities. The failure of a dam could result in economic, social, regulatory, and
environmental damage and potential loss of human life in the communities downstream from dams, which could have
a material adverse effect on the Company s image, business, results of operations and financial condition.

Requirements and restrictions imposed by environmental agencies might require the Company to incur additional
costs.

Our operations relating to generation, distribution and transmission of energy, and distribution of natural gas, are
subject to various Federal, State and Municipal laws and regulations, and also to numerous requirements relating to
the protection of health and the environment. Delays by the environmental authorities, or the refusal of license
requests by them, or any inability on our part to meet the requirements set by these bodies during the environmental
licensing process, may result in additional costs, or even, depending on the circumstances, prohibit or restrict the
construction or maintenance of these projects.

Any non-compliance with environmental laws and regulations, such as construction and operation of a potentially
polluting facility without a valid license or authorization, could give rise to the obligation to remedy any damages that
are caused (third party liability), and result in criminal and administrative sanctions. Under Brazilian legislation,
criminal penalties, such as imprisonment and restriction of rights, may be applied to individuals (including managers
of legal entities), and penalties such as fines, restriction of rights or community service may be applied to companies.
With respect to administrative sanctions, depending on the circumstances, the environmental authorities may:

(i) impose warnings, or fines, ranging from R$50,000 to R$50 million; (ii) require partial or total suspension of
activities; (iii) suspend or restrict tax benefits; (iv) cancel or suspend lines of credit from governmental financial
institutions; or (v) prohibit us from contracting with governmental agencies, companies or authorities. Any of these
actions could adversely affect our business, results of operations and financial condition.

We are also subject to Brazilian legislation that requires payment of compensation in the event that our activities have
polluting effects. According to Federal Law No. 9,985/2000, Federal Decree No. 6,848/2009, and Minas Gerais State
Decree No. 45,175/2009, up to 0.5% of the total amount invested in the implementation of a project that causes
significant environmental impact should be used to pay for offsetting measures in an amount to be decided by the
environmental agencies, based on the project s specific level of pollution and environmental impact. State Decree
45,175/2009 ( Decree 45,175 ) also indicated that the compensation rate will be applied retroactively to projects
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implemented prior to promulgation of the present legislation.

Among the provisions of law that can lead to operational investments and expenses, one is compliance with the
Stockholm Convention on Persistent Organic Pollutants (the Convention ), to which Brazil is a signatory, assuming the
international commitment to withdraw the use of PCB by 2025, and its complete prohibition by 2028, through Decree
No. 5,472, of June 20, 2005. The legislation to be enacted for this purpose could have a major effect on the energy
industry and on CEMIG, due to the possibility of obligations to list, replace and dispose of equipment and materials
containing substances included in the Convention such as Polychlorinated Biphenyls ( PCBs ).

If we are unable to meet the technical requirements established by the environmental agencies during the process of
licensing, this might prejudice the installation and operation of our projects, or make carrying out of our activities
more difficult, which could negatively affect our results of operations.
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Finally, the adoption or implementation of new safety, health and environmental laws, new interpretations of existing
laws, increased rigidity in the application of the environmental laws, or other developments in the future might require
us to make additional capital expenditure or incur additional operational expenses in order to maintain our current
operations. They might also restrain our production activities or demand that we take other action that could have an
adverse effect on our business, results of operations or financial condition.

Increases in energy purchase prices could cause an imbalance in CEMIG D s cash flows.

The prices of energy purchase contracts signed by energy distribution concession holders such as CEMIG D are linked
to certain variables that are not under their control, such as hydrological conditions and dispatching of thermoelectric
plants. Although any increases in costs for purchasing of energy arising from adverse hydrological conditions and

from higher than forecast dispatching of the thermal plants are passed through to the energy distribution concession
holders in the form of tariff increases at the time of the distribution concession holders tariff adjustments, this situation
could result in mismatches of cash flow, with an adverse impact on CEMIG s financial situation.

In recent years, the Brazilian Federal Government and ANEEL have created mechanisms to reduce the mismatch in
the distributors cash flow arising from the increase in prices for purchase of energy.

In 2013, funds from the Energy Development Account (Conta de Desenvolvimento Energético, or CDE) were used to
reduce this effect; and in 2014 a series of bank loans, in the name of the Energy Trading Exchange (Camara de
Comercializacdo de Energia Elétrica, or CCEE), were employed, passed through to the distributors in the account
referred to as the ACR Account. As from 2015, these costs began to be incorporated into the energy tariffs paid by
customers. In 2015, there was also an extraordinary review of tariffs to compensate the increased costs of higher
contributions to the CDE, and of energy purchased from Itaipu, among other factors. Finally, as from January 2015,
the tariff flag system was finally put in place on a permanent basis. This system increases the tariff for the final
customer when the generation system is undergoing adverse hydrological conditions, and thus transfers part of the
costs to these customers more rapidly. The Red Flag was in force for the whole of the year 2015; this is the highest
rate, indicating higher energy acquisition costs for the distributors and constantly higher charges for the customer.
Even with this mechanism in place there is a risk of the increase in purchase prices being so great that the Company s
cash position is pressured until the next tariff adjustment. The recovery of higher costs of purchase of energy by
passing through to tariffs takes place gradually, over the 12 months between price adjustments.

Starting in 2014, the Brazilian Federal Government undertook another round of funding support transactions, with
funds from the CDE. These amounts refer to the subsidies to certain customers (users of irrigation, water service
utilities, rural customers, and other users) that had been withdrawn from the tariff adjustment when Law No
12,783/2013 was put into effect. These funds were granted by the Brazilian Federal Government, among other
sources, and paid through Eletrobras. We note that a delay in these payments could cause problems of mismatch in the
cash flow of CEMIG D.

The current economic downturn in Brazil contributed to several factors resulting in the increase in rates charged from
regulated customers, and the migration of customers to the free market. This could lead to a revenue decrease and
possible financial exposure due to an energy inventory greater than 5% of demand. In order to mitigate these effects,
distributors can assign contracts for the purchase of energy provided by existing generation facilities through the
Surpluses and Deficits Compensation Mechanism (Mecanismo de Compensagdo de Sobras e Déficits, or MCSD),
which is available to distributors who have deficits and generators with delay on their initial operations. If, after using
this mechanism, distributors still have an excessive inventory of more than 5% of current consumption, such excess
can be sold in the spot market, which can result in a loss for the distributor if the spot price is lower than the costs of
the purchase contracts. This loss cannot be passed on to the customer and is bared by the concessionaire. Such losses
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could have a material adverse effect on our business and results from operations.

In 2016 the New Energy MCSD was created, which allows the termination of new energy contracts between
distributors in order to compensate for surpluses and deficits. If there is more surplus than deficit, the mechanism also
allows the generators to offer reduction of the contracts to the distributors in order to compensate for the surplus. The
reduction is then effected in descending order of price and there is no financial compensation for the reduction. In
addition to the New Energy MCSD, Resolution No. 711/2016 was also published, which allows bilateral negotiation

of contracts between generators and distributors, enabling partial or full reduction of Regulated Market Energy Sale
Contracts (CCEARs). This mechanism provides financial compensation to the stakeholders if the reduced contract is
priced above the PMIX (average price of the distributor s portfolio), such compensation to the stakeholder is limited to
a 36-month period. If the contract has a price lower than the PMIX, the loss must be reimbursed from the stakeholder
to the customer.
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There has been an increase in the volume of distributed generation, mainly solar, in the area served by CEMIG D. The
amounts involved are not yet significant for CEMIG D s market, but they are being monitored, and in the future they
might cause a material adverse effect on our business, operational results or financial condition.

Brazil s supply of energy is heavily dependent on hydroelectrical plants, which in turn depend on climatic
conditions to produce energy. Adverse hydrological conditions that result in lower generation of hydroelectrical
power could adversely affect our business, results of operations and financial condition.

Hydroelectrical generation is predominant in Brazil. The advantages of hydroelectrical power have also been widely
publicized: it is a renewable resource, and avoids substantial expenditures on fuels in thermal generation plants. At the
same time the main difficulty in the use of this resource arises from the variability of the flows to the plants. There are
substantial seasonal variations in monthly and annual flows, which depend fundamentally on the volume of rain that
falls in each rainy season. Adverse hydrological conditions in the Brazilian southeast region caused drought and water
scarcity in the states of Sdo Paulo, Minas Gerais and Rio de Janeiro in the recent past. These conditions might become
worse during the dry period, which occurs from April through September. This could cause rationing of water
consumption and/or energy, which could have a material adverse effect on the Company s business and results of
operations.

To deal with this difficulty, the Brazilian system has a complementary component of thermoelectric generation plants,
and a growing portfolio of wind farms. It also has accumulation reservoirs, the purpose of which is to secure water
from the rainy to the dry period, and from one year to the next. However, these mechanisms are not able to absorb all
the adverse consequences of a prolonged hydrological shortage, like the one that we have seen in the recent past.

The operation of the Brazilian energy system is coordinated by the National Energy System Operator (Operador
Nacional do Sistema, or ONS ). Its primary function is to achieve optimal operation of the resources available,
minimizing operational cost, and the risks of shortage of energy. In periods when the hydrological situation is adverse,
a decision by the ONS might, for example, reduce generation by hydroelectrical plants and increase thermal
generation, which results in higher costs for the hydroelectrical generating agents, as happened in 2014. In the
distribution companies, this increase in costs generates an increase in the purchase price of energy that is not always
passed through to the customer at the same moment, generating mismatches in cash flows, with an adverse effect on
the business and financial situation of those distribution companies. Also, in extreme cases of scarcity of power due to
adverse hydrological situations, the system might undergo rationing, which could result principally in reduction of
cash flow.

The Energy Reallocation Mechanism (Mecanismo de Realocacio de Energia, or MRE) aims to mitigate the impact of
the variability of generation of the hydroelectrical plants. This mechanism shares the generation of all the
hydroelectrical plants in the system in such a way as to supplement the shortage of generation of one plant with excess
generation by another. However, this mechanism is not able to eliminate the risk of the generation players, because
when there is an extremely unfavorable hydrological situation, to the extent that all the plants in aggregate are unable
to reach the sum of their Physical Guarantee levels of power output, this mechanism makes an adjustment to the
Physical Guarantee of each plant through the Physical Guarantee Adjustment Factor (Fator de Ajuste da Garantia
Fisica, or GSF), resulting in the generating companies being exposed to the short-term ( spot ) market.

In 2015, the Federal Government proposed a system of voluntary renegotiation relating to hydrological risk. This
process allows the generation company to pass on to customers its costs and revenues related to hydrological risk, in
exchange for payment of a risk premium , while also receiving indemnity for the losses suffered in 2015 through,
among other measures, an extension of their generation concessions (or permissions, depending on the case) for up to
15 years.
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To be able to participate in the renegotiation, the companies had to waive and withdraw all the claims that they had
filed and all the applications for injunction that they had made, and also waive any other rights that they might have in
relation to those actions.

In the free market, the system did not receive the same acceptance, since even with the payment of the premium,
generation companies would have had to continue assuming the hydrological risk at moments of critical hydrology.
Thus, no plant that sells energy in the free market signed up for any renegotiation of hydrological risk.

Those operators that did not subscribe to the renegotiation continued to have injunctions preventing charging of the
hydrological risk in full. These injunctions are causing a deficit of approximately R$7.4 billion in the short-term
market (as of January, 2018). This position increases the level of default calculated by the CCEE, thus reducing the
amounts received by creditor agents in the short-term market. To avoid this effect, some creditor agents filed for
further injunctions to acquire the right to priority in receipt. This effect leads to uncertainty in the market, reduction of
liquidity, increase of default, and reduction in amounts received in the short-term market, representing a risk for the
Company.
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Any substantial seasonal variation in the monthly flows and in the total of flows over the year could limit
hydroelectrical generation, making it necessary to use alternative generation systems, which could have a significant
adverse effect on the Company s costs, including court fees and expenses relating to the subject.

The rules for energy trading and market conditions may affect the sale prices of energy.

Under applicable laws, our generation companies are not allowed to sell energy directly to distribution companies.

Thus, the power generated by our companies is sold in the Regulated Market (Ambiente de Contratacdo Regulado, or

ACR) also referred to as the Pool  through public auctions held by ANEEL, or through the Free Market (Ambiente de
Contratacio Livre, or ACL) through bilateral negotiations with customers and traders. The applicable legislation

allows distributors that sign contracts for existing energy supply (energia existente) with generation companies in the
Regulated Market to reduce the quantity of energy contracted by up to 4%, per year, in relation to the amount of the

original contract, for the entire period of the contract. This exposes our generation companies to the risk of not selling

the de-contracted supply at adequate prices.

We conduct trading activities through power purchase and sale agreements, mainly in the Free Market, through our
generation and trading companies. Contracts in the Free Market may be entered into with other generating entities,
energy traders, or mainly, with free customers. Free customers are customers with a demand of 3MW or more: they
are allowed to choose their energy supplier. Some contracts have flexibility in the amount sold, allowing the customer
to consume a higher or lower amount (5% on average) from our generating companies than the original amount
contracted, which might cause an adverse impact on our business, operational results and/or financial situation.

Other contracts do not allow for this kind of flexibility in the purchase of energy, but increased competition in the Free
Market could influence the occurrence of this type of arrangement in purchase contracts.

In addition to the free customers referred to above, there is a category of clients referred to as  Special Customers ,
which are those with contracted demand between S00kW and 3MW. Special Customers are eligible to participate in
the Free Market provided they buy energy from incentive-bearing alternative sources, such as Small Hydroelectrical
plants, biomass plants or wind farms. The Company has conducted sales transactions for this category of energy from
specific energy resources in particular companies of the CEMIG Group and, since 2009, the volume of these sales has
gradually increased. The Company has formed a portfolio of purchase contracts which now occupies an important
space in the Brazilian energy market for incentive-bearing alternative power sources. Contracts for the sale of energy
to these clients have specific flexibilities to serve their needs, and these flexibilities of greater or lesser consumption
are linked to the historic behavior of these loads. Higher or lower levels of consumption by these clients may cause
purchase or sale exposures to spot prices, which can have an adverse impact on our business, operational results
and/or financial situation. Market variations, such as variations of prices for signature of new contracts, and of
volumes consumed by our clients in accordance with flexibilities previously contracted, can lead to spot market
positions, which can potentially have a negative financial impact on our results.

The MRE aims to reduce the exposure of generators of hydroelectrical power, such as our generation companies, to

the uncertainties of hydrology. It functions as a pool of hydroelectrical Generation Companies, in which the

generation of all the plants participating in the MRE is shared in such a way as to meet the demand of the pool. When
the totality of the plants generates less than the amount demanded, the mechanism reduces the assured offtake levels

of the plants, causing a negative exposure to the short-term ( spot ) market and, as a consequence, the need to purchase
power supply at the spot price. Correspondingly, when the total generation of the plants is higher than the volume
demanded, the mechanism increases the guaranteed offtake level of the plants, leading to a positive exposure,
permitting the liquidation of power at the PLD. In years of poor rainfall the reduction factor which applies to the
assured energy levels can reduce the levels of the hydroelectrical plants by 20% or more.
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In 2015, the Brazilian Federal Government proposed a system of voluntary renegotiation relating to hydrological risk.
This process enabled the generating companies to transfer their costs and revenues related to hydrological risk to
customers in exchange for the payment of a risk premium to be deposited in the so-called tariff band deposit account
(the tariff band surcharges are deposited in such account and transfers to the distribution concessionaires are made
from this account as well) and would be indemnified for the losses suffered in 2015 by means of, among other
measures, an extension of their power generation grants (concessions or authorizations, as the case may be) for up to
15 years. In other words, hydroelectrical power plants would recover the costs incurred with GSF deficits retroactively
to January 2015, and such recovery would form a regulatory asset which would be amortized over the term of the
concession with a postponement of the risk premium. If the remaining concession/authorization period is insufficient
(i.e. not long enough to amortize the regulatory asset), then generators would have a concession/authorization
extension (limited to 15 years).
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In the free market, the system was not favorable enough to gain acceptance: even with the payment of the risk
premium, generation companies would have been required to continue assuming the hydrological risk at moments of
critical hydrology. In this environment, the system required contracting of reserve power, which has very high prices,
for mitigation of the hydrological risk.

Low liquidity or volatility in future prices, due to market conditions and/or perceptions, could negatively affect our
results of operations. Further, if we are unable to sell all the power that we have available (our own generation
capacity plus contracts under which we have bought supply of power) in the regulated public auctions or in the Free
Market, the unsold capacity will be sold in the CCEE at the PLD, which tends to be very volatile. If this occurs in
periods of low spot prices, our revenues and results of operations could be adversely affected.

The determination of the PLD is done through the results of the optimization models of the operation of the national
grid used by the ONS and by the CCEE. The models depend on entry data revised by the ONS at each period of four
months, and monthly, and weekly. In this system there is the possibility of errors being made in entry of data into the
model, which can lead to an unexpected change in the PL.D and possible subsequent re-publication of it, in accordance
with ANEEL Resolution No. 568/2013. The alteration of these models, errors in entry of data and re-publications of
the PLD constitute a risk for the trading business, causing uncertainty in the market, reducing liquidity, and resulting
in financial losses with the unexpected variation in the price.

The anticorruption investigations currently in progress in Brazil, which have had large-scale public exposure,
might have adverse effects on the perception of the country, on us and other companies of the CEMIG Group.

Investors perception about Brazil has been adversely affected by investigations of public corruption in large Brazilian
companies, and by political events which may represent potential risks to the social and economic outlooks for Brazil.

Among the Brazilian companies involved in these investigations are companies in the oil and gas, energy and
infrastructure sectors, which are being submitted to investigations due to accusations of corruption by the Brazilian
Securities Commission (Comissdo de Valores Mobnilidrios or CVM), the Federal Police, the Brazilian Public
Attorneys, the Federal Audit Board, the U.S. Securities and Exchange Commission (SEC) and the U.S. Department of
Justice (DOJ). Some issues raised have included Norte Energia S.A., holder of the concession to build and operate the
Belo Monte Hydroelectrical Plant, on the Xingu River, in the state of Pard, Brazil, in which CEMIG GT is a minority
shareholder through Aliangca Norte and Amazdnia Energia S.A., with an interest of 11.74%. In an on-going internal
investigation by Norte Energia S.A., the estimated amount of losses have already been provisioned in our financial
statements. We cannot guarantee, however, that further amounts of provisioning will not be necessary as a result of
further investigations based on the same accusations.

Investigations and other legal measures are in progress, conducted by the Federal Public Attorneys Office, which
involve other indirect shareholders of Madeira Energia S.A. and certain executives of those other indirect
shareholders. The Company has direct and indirect investments, of 10% and 8.13% respectively, in Madeira Energia
S.A. (which holds an investment in Santo Antdnio Energia S.A.), of R$ 1,117 at December 31, 2017 (R$ 1,321 at
December 31, 2016). In this context, the Federal Public Attorneys have started investigations into irregularities
involving contractors and suppliers of Mesa and of its other shareholders. These investigations are in progress. In
response to allegations of possible illegal activities, the investee and its other shareholders have started an independent
internal investigation. At the present moment there is no way of determining the results of these investigations, or the
developments arising from them, which may at some time in the future have consequences for the investee.

On January 19, 2018, Renova, a company in which Cemig has a direct interest of 36.23% and indirect interest of
6.8%, responded to a formal statement by the Civil Police of Minas Gerais State received in November 2017, relating
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to the investigation being carried out by that Police Force into certain injections of capital made by the controlling
shareholders of Renova, and injections of capital made by it in certain projects under development in previous years.
As a consequence of this matter, the governance bodies of Renova requested the opening of an internal investigation
on this subject, which is being conducted by an independent company. The work of the internal investigation is in
progress, and it is not at present possible to measure any effects of this investigation, nor any impacts on the financial
statements of Renova, of the Company, or of its subsidiary Cemig GT for the year ended December 31, 2017.

We have not been notified and are not aware of any on-going investigation by the SEC or the DOJ involving us. Also,
we cannot guarantee that CEMIG Holding or companies of the CEMIG Group will not become the subject of court
actions, criminal or civil, based on these or new anticorruption investigations, in the ambit of the applicable
jurisdiction either of the United States or of Brazil, if any additional illegal acts come to light.

Any future anti-corruption actions that might find failures of conduct by the managers of the Company or by third
parties might result in fines, penalties or significant negative postings in the accounts, and also intangible damage,
such as damage to reputation, and other significant, unforeseen, adverse effects.
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We may be exposed to behaviors that are incompatible with our standards of ethics and compliance, and we might
be unable to prevent, detect or remedy them in time, which might cause material adverse effects on our business,
results of operations, financial condition and reputation.

Our businesses, including our relationships with third parties, are oriented by ethical principles and rules of conduct.
We have a range of internal rules that aim to orient our managers, employees and contractors, and to reinforce our
ethical principles and rules of professional conduct. Due to the wide distribution and outsourcing of the production
chains of our suppliers, we are unable to control all the possible irregularities of the latter. This means that we cannot
guarantee that the financial, technical, commercial and legal evaluations that we use in our selection processes will be
sufficient for preventing our suppliers from having problems related to employment law, or sustainability, or in the
outsourcing of the production chain with inadequate safety conditions. We also cannot guarantee that these suppliers,
or third parties related to them, will not involve themselves in irregular practices. If a significant number of our
suppliers involve themselves in irregular practices, we might be adversely affected.

Further, we are subject to the risks that our employees, contractors or any person who may do business with us might
become involved in activities of fraud, corruption or bribery, circumventing our internal controls and procedures,
misappropriating or using our assets for private benefit to the detriment of the Company s interests. This risk is
exacerbated by the fact that there are some affiliated companies, such as special-purpose companies and joint
ventures, in which we do not have shareholding control.

Our internal controls systems to identify, monitor and mitigate risks may not be effective in all circumstances,
especially in relation to companies that are not under our control. In the case of companies we have acquired, our
internal controls systems might be incapable of identifying fraud, corruption or bribery that took place prior to the
acquisition. Any failing in our capacity to prevent or detect non-compliance with the applicable rules of governance or
of regulatory obligation could cause harm to our reputation, limit our capacity to obtain financing, or otherwise cause
material adverse effects on our, business, results of operations, financial condition and reputation.

Certain members and former members of our management are parties in administrative and judicial proceedings
and ongoing corruption investigations.

Brazilian authorities have been conducting anticorruption investigations in a number of governmental areas, including
partnerships and equity interests held by Brazilian Governmental entities in the private sector. These investigations
have resulted in administrative, civil and criminal proceedings against the individuals under investigation.

Members of our management who have worked for the Brazilian Government and the government of Minas Gerais

are parties to judicial and administrative proceedings being conducted by the competent authorities. For more
information, see Item 6. Significant Civil and Criminal Proceedings Involving Key Management Members. We cannot
assure you that judicial and administrative proceedings, or even the commencement of new judicial and administrative
proceedings against members of our management will not impose limitations or restraints on the performance of the
members of our management who are party to these proceedings. In addition, we cannot assure you that these

limitations will not adversely affect us and our reputation.

In addition, we have not hired any third party to conduct an internal investigation as we are not aware of wrongdoing
in connection with our operations. If new allegations arise and we decide to conduct an internal investigation, any

findings under such internal investigation could have an adverse effect for the Company and for our reputation.

The multiple uses of water and the various interests related to this natural resource might give rise to conflicts of
interest between CEMIG and society as a whole, which might cause losses to our business, results of operations or
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financial condition.

During the year 2017, Cemig lost four of its most important hydroelectrical power plants, due to the termination of
their concession contracts. It represented a reduction of 2,922 MW in Cemig’s installed capacity. At present, taking

into account projects and companies that are jointly controlled, Cemig has more than 66 hydroelectrical power plants,
with 5,319.63 MW and representing 94% of our installed capacity.
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Water is the main raw material for CEMIG s production of energy, and a resource that is sensitive to climate change
and vulnerable to the consequences of exploration of other natural resources, significantly impacted by human actions
and subject to a regulatory environment.

CEMIG s operation of reservoirs for generation of hydroelectrical power essentially require consideration of the
multiple uses of water by other users in a river basin; and this in turn, leads to the need to take into account a range of
constraints  environmental, safety, irrigation, human consumption, waterways and bridges, among others. In periods
of severe drought, like those of 2013 until 2015, monitoring and forecasting the levels of reservoirs and the constant
dialogue with the public authorities, civil society and users were essential for ensuring the generation of energy, and
also the other uses of this resource.

Finally, CEMIG uses a Risk Management System to analyze scenarios and determine the degree of financial exposure
to risks, considering the probability of occurrence and its effect. In the scenarios relating to potential conflicts with
other users, CEMIG evaluates both the effects arising from prolonged droughts, which can lead to an increase of
competition between the energy sector and other users, and also the effects of flood events occurring due to excess of
rains. While CEMIG engages with other essential users, and takes steps to analyze community input and studies on
issues relating to the impact of water use, competing interests relating to water use could, subject to certain minimum
limits previously established by law, affect its availability to us for use in the operations of certain of our projects,
which could adversely affect our business results of operations and financial condition.

We are controlled by the government of the State of Minas Gerais, which might have interests that are different
Jfrom the interests of the other investors, or even of the Company.

As our controlling shareholder, the government of the State of Minas Gerais exercises substantial influence on the
strategic orientation of our business. Currently it holds 51% of the common shares of CEMIG Holding and has full
powers to decide on all business relating to the Company s objects as stated in the bylaws, and to adopt whatever
decisions it deems to be necessary for the defense of its interests and development.

The government of the State of Minas Gerais can elect the majority of the members of our Board of Directors and has
the competency to approve, among other subjects, matters that require a qualified quorum of shareholders. The latter
include transactions with related parties, shareholding reorganizations and the date and payment of any dividends.

The government of the State of Minas Gerais, as our controlling shareholder, has the capacity to direct us to engage in
activities and to make investments that promote the controlling shareholder s economic or social objectives, and these
might not be strictly aligned with the Company s strategy, adversely affecting the direction of our business.

Our processes of governance, risk management, compliance and internal controls might fail to avoid regulator
b4 o4

penalties, damages to our reputation, or other adverse effects on our business, results of operations or financial

condition.

Our Company is subject to various different regulatory structures, of which the following are examples: (i) laws and
regulations of the Brazilian energy sector, such as Law No. 10,848/04 (on trading in energy), regulations by ANEEL;

(i) the laws and regulations that apply to listed companies with securities traded on the Brazilian capital market, such

as Law No. 6,404/76 (the Corporate Law ), regulations of the Brazilian Securities Commission (Comissao de Valores
Mobilidrios, or CVM); (iii) laws and regulations that apply to Brazilian companies with majority state-owned
shareholdings, such as Law No. 8,666/93 (the Tenders Law ) and Law No. 13,303/2016 (the State Companies Law );
and (iv) laws and regulations that apply to Brazilian companies that have securities traded on the U.S. capital markets,
such as the Sarbanes-Oxley Act of 2002, the Foreign Corrupt Practices Act (FCPA), and regulations of the U.S.
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Securities and Exchange Commission (SEC), among others.

Furthermore, in recent years, Brazil has intensified and improved its legislation and structures relating to maintaining
competition, combat of improbity and prevention of corrupt practices. For instance, Law No. 12,846/13 (the
Anticorruption Law) established objective liabilities for Brazilian companies that commit acts against Brazilian or
foreign public administration, including acts relating to tender processes and administrative contracts, and established
tough penalties for those companies that are punished.

The Company has a high number of administrative contracts with high values and a large number of suppliers and
clients, which increases its exposure to risks of fraud and administrative impropriety.
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Our Company has structures and policies for the prevention and combat of fraud and corruption, audit and internal
controls, and has adopted the recommendations for Best Corporate Governance Practices recommended by the
Brazilian Corporate Governance Institute (Instituto Brasileiro de Governanga Corporativa, or IBGC) and the
framework of COSO (Committee of Sponsoring Organizations of the Treadway Commission). Furthermore, due to
the majority interest held by the State Government in our shareholding structure, we are required to contract the
greater part of our works, services, advertising, purchases, disposals and rentals, through competitive tenders and
administrative contracts which are ruled by the Tenders Law, State Companies Law and other complementary
legislation.

However, our processes of governance, risk management and compliance might be unable to avoid future violations
of the laws and regulations to which we are subject (regarding labor, tax, environment, energy, among others), or
violations of our internal control mechanisms, our Declaration of Ethical Principles and Code of Professional
Conduct, or the occurrence of fraudulent or dishonest behavior by employees, or individuals or legal entities that are
contracted, or other agents that may represent the company in dealings with third parties, especially with the Public
Authorities.

We might also be unable completely to prevent accounting errors in our financial reports and to prevent the

occurrence of material weaknesses in the future. Our management identified a material weakness in our internal

control over financial reporting in 2017. For more information on the material weaknesses identified by our
management, see: Item 15 Controls and Procedures Management s Annual Report on Internal Control over Financial
Reporting

Furthermore, we might be incapable of reporting the results of our operations, and other material information, with
precision and timeliness in future periods, and/or successfully remedying the material weakness identified, and/or
filing the documentation and information required by the authorities, including the SEC and the CVM.
Non-compliance with laws and regulations, and other rules; accounting errors with material weaknesses; and not
presenting precise and timely information as required by public authorities all are risks that might result in penalties,
loss of licenses, damages to our reputation, or significant financial losses.

If our efforts to remediate the material weakness are not successful, we may be unable to report the Company s results
of operations for future periods accurately and in a timely manner and make our required filings with government
authorities, including the SEC. There is also a risk that there could be accounting errors in our financial reporting, and
we cannot be certain that in the future additional material weaknesses will not exist or otherwise will not be

discovered. Any of these occurrences could adversely affect our and the Company s business, results of operations and
financial condition.

Cyber-attacks, or violation of the security of our data such as might lead to an interruption of our operations, or a
leak of confidential information either of the Company, or of our clients, third parties or interested parties, might
cause financial losses, legal exposure, damage to reputation or other severe negative consequences for the
Company.

We manage and store various proprietary information and sensitive or confidential data relating to our operations. We
may be subject to breaches of the information technology systems we use for these purposes. Experienced computer
programmers and hackers may be able to penetrate our network security and misappropriate or compromise our
confidential information or that of third parties, create system disruptions, or cause shutdowns. Computer
programmers and hackers also may be able to develop and deploy viruses, worms and other malicious software
programs that attack our products or otherwise exploit any security vulnerabilities of our products.
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In addition, sophisticated hardware and operating system software and applications that we produce or procure from
third parties may contain defects in design or manufacture, including bugs and other problems that could unexpectedly
interfere with the operation of the system.

The costs we may incur to eliminate or address the foregoing security problems and security vulnerabilities before or
after a cyber incident could be significant. Our remediation efforts may not be successful and could result in
interruptions, delays or cessation of service, and loss of existing or potential clients that may impede our critical
functions.

In addition, breaches of our security measures and the dissemination of proprietary information or sensitive or
confidential data about us or our customers or other third parties could expose us, our clients or other third parties
affected to a risk of loss or misuse of this information, result in litigation and potential liability for us, damage our
brand and reputation, or otherwise harm our business. In addition, we rely in certain limited capacities on third-party
data management providers whose potential security problems and security vulnerabilities could have similar effects
on us.
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Potential shortages of skilled personnel in operational areas could adversely affect our business and results of
operations.

It is possible that we may experience shortages of qualified personnel. In the last two years we have been carrying out
a voluntary severance incentive program open to all of our employees which have enabled us to reduce our headcount
by approximately 25%. This reduction allowed us to adapt to the reference levels of the market indicated by a
Strategic Planning study, the objective of which was to make it possible to achieve optimal human resource efficiency
level demanded by the concession contracts. Our success depends on our ability to continue to successfully train our
personnel so they can assume qualified senior positions in the future. We cannot assure you that we will be able to
properly train, qualify or retain skilled personnel, or do so without costs or delays. Nor can we assure you that we will
be able to hire new qualified personnel, in particular in operational areas, should the need arise. Any such failure could
adversely affect our results of operations and our business.

Instability of inflation rates and interest rates could adversely affect our results of operations and financial
condition.

Brazil has historically experienced high rates of inflation, particularly prior to 1995. Inflation, as well as government
efforts to combat inflation, had significant negative effects on the Brazilian economy. More recently, inflation rates
were 2.95% in 2017, 6.29% in 2016, 10.67% in 2015, 6.41% in 2014, and 5.91% in 2013, as measured by the
Amplified National Customer Price Index (Indice Nacional de Precos ao Consumidor Amplo, or IPCA), compiled by
IBGE (Brazilian Institute of Geography and Statistics).

The Brazilian Government may introduce policies to reduce inflationary pressures, such as maintaining a tight
monetary policy with high real interest rates, which could have the effect of reducing the overall performance of the
Brazilian economy. Some of these policies may have an effect on our ability to access foreign capital or reduce our
ability to execute our future business and management plans.

We are also exposed to losses linked to fluctuations in domestic interest rates and inflation rates, due to the existence
of assets and liabilities indexed to the variations in the Selic and CDI rates, and the IPCA and IGP-M inflation index.

A significant increase in interest rates or inflation would have an adverse effect on our finance expenses and financial
results as a whole. At the same time, a significant reduction in the CDI rate, or in inflation, could negatively affect the
revenue generated by our financial investments, but also have the positive effect of revaluing adjustments to the
balances of financial assets of our concessions.

Our ability to distribute dividends is subject to limitations.

Whether or not the investor receives dividends depends on whether our financial situation permits us to distribute
dividends under Brazilian law, and whether our shareholders, on the recommendation of our Board of Directors,
acting in their discretion, determine suspension, due to our financial circumstances, of the distribution of dividends in
excess of the amount of mandatory distribution required under our by-laws in the case of the preferred shares.

Because we are a holding company with no revenue-producing operations other than those of our operating
subsidiaries, we can only distribute dividends to shareholders if the Company receives dividends or other cash
distributions from its operating subsidiaries. The dividends that our subsidiaries can distribute depend on our
subsidiaries generating sufficient profit in any given fiscal year. Dividends can be paid out from the net income
accrued in each fiscal year or from the accumulated profits of previous years, or from accumulated profit reserves.
Dividends are calculated and paid in accordance with applicable Brazilian corporate law ( Brazilian Corporate Law )
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and the provisions of the by-laws of each of our regulated subsidiaries.

Under our by-laws, we must pay our shareholders a mandatory annual dividend equal to at least 50% of our net
income for the preceding fiscal year, based on our financial statements (which are prepared in accordance with IFRS
and the accounting practices adopted in Brazil), and holders of preferred shares have priority in the allocation of the
minimum mandatory dividend for the period in question. Our by-laws also require that the mandatory annual dividend
we pay to holders of our preferred shares must be equal to at least the greater of (a) 10% of the par value of our shares,
or (b) 3% of the value of the portion of shareholders equity represented by our shares. If in a given fiscal year we do
not have net income, or our net income is insufficient, our management may recommend at the Annual Shareholders
Meeting that the payment of the mandatory dividend should not be made in respect of that year. However, there is also
a guarantee given by the government of the State of Minas Gerais, our controlling shareholder, that a minimum annual
dividend of 6% will in any event be payable to all holders of common shares and preferred shares issued up to

August 5, 2004 (other than public and governmental holders) in the event that mandatory distributions have not been
made in a given fiscal year.
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ANEEL has discretion to establish the rates that distribution companies charge their customers. These rates are
determined by ANEEL in such a way as to preserve the economic and financial balance of concession contracts
entered into with ANEEL.

Concession agreements and Brazilian law have established a mechanism that permits three types of rate adjustment:
(i) the Annual Adjustment; (ii) the Periodic Review; and (iii) the Extraordinary Review. The purpose of the Annual
Adjustment (Reajuste Anual) is to compensate for changes in costs that are beyond a company s control, such as the
cost of energy for supply to customers, the sector charges that are set by the Federal Government, and charges for use
of the transmission and distribution facilities of other companies. Manageable costs, on the other hand, are adjusted by
the IPCA inflation index, less a productivity and efficiency factor, known as the X Factor, which considers aspects
such as distribution productivity and service quality standards. Every five years, there is a Periodic Tariff Review
(Revisao Periddica Tariféria, or RTP), the purpose of which is to: identify the variations in costs referred to above;
provide an adequate return on the assets that the company has constructed during the period; and establish a factor
based on economies of scale, which will be taken into account in the subsequent annual tariff adjustments. An
Extraordinary Tariff Review takes place whenever there is any unforeseen development that significantly alters the
economic/financial equilibrium of the concession. Thus, although CEMIG D s concession contracts specify
preservation of their economic and financial equilibrium, we cannot guarantee that ANEEL will set tariffs that do
remunerate us adequately in relation to the investments made or the operational costs incurred by reason of the
concession, and this might have a material adverse effect on our business, financial situation and operational results.

ANEEL has discretion in setting the Permitted Annual Revenue (Receita Annual Permitida, or RAP ) of our
transmission companies; if any adjustments result in a reduction of the RAP, this could have a material adverse
effect on our results of operations and financial condition.

The RAP that we receive through our transmission companies is determined by ANEEL, on behalf of the Federal
Government. The concession contracts provide for two mechanisms for the adjustment of revenues: (i) the annual
tariff adjustments; and (ii) the Periodic Tariff Review (Revisdo Tarifaria Periddica). The annual tariff adjustment of
our transmission revenues takes place annually in June and is effective in July of the same year. The annual tariff
adjustments take into account the permitted revenues of the projects that have come into operation, and the revenue
from the previous period is adjusted by the inflation index (IPCA for Contract No. 006/1997 and IGP-M for Contract
No. 079/2000). The periodic tariff review previously took place every four years, but Law No. 12,783/2013 changed
the tariff review period to five years. Our last tariff review was in July, 2009, and the next is due for July 2018, as
stated in our Concession Contract. However, the rules for the tariff review are being discussed between ANEEL and
the society, including the transmission companies, and they are not finished. This review may be postponed to July
2019, with retroactive effects. During the periodic tariff review, the investments made by a concession holder in the
period and the operational costs of the concession are analyzed by ANEEL, taking into account only investments that
it deems to be prudent, and operational costs that it assesses as having been efficient, using a benchmarking
methodology developed by employing an efficiency model which compares the data of the various transmission
companies in Brazil. Thus, the tariff review mechanism is subject to some extent to the discretionary power of
ANEEL, since it may omit to include investments that have been made, and could recognize operational costs as being
lower than those actually incurred. This could result in an adverse effect on our business, results of operations and
financial condition.

The concessions for some of our transmission assets were extended for a further 30 years, under Law No. 12,783/13,
and this resulted in an adjustment of the RAP of those concessions, reducing the revenue that we will receive from
them. The Federal Government has compensated the Company for the reduction of a portion of the remuneration, and
reduction of the RAP, of part of these concessions, but the assets in operation before the year 2000 have not yet been
compensated. Under Law No. 12,783/13, compensation is to be received for reduction of the RAP of the assets that
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were in operation before the year 2000, paid over a period of 30 years, with monetary updating by the IPCA inflation
index. On April 20, 2016, the Mining and Energy Ministry issued its Ministerial Order 120, determining that the
amounts ratified by ANEEL in relation to the assets specified in Article 15, §2, of Law No. 12,783/13, should now
become a part of the Regulatory Remuneration Base of the transmission concession holders, and that the cost of
capital should be added to the related Permitted Annual Revenue. In this context, Public Hearing No. 068/2016 was
held with the aim of establishing the procedures for inclusion of this RAP into the Revenue of the transmission
companies.

An Extraordinary Tariff Review takes place whenever there is any unforeseen development that significantly alters the
economic/financial equilibrium of the concession. Thus, although our concession agreements specify that the
economic and financial balance of the contract shall be preserved, we cannot guarantee that ANEEL will set tariffs
that adequately compensate us in relation to the investments made or in relation to the operational costs incurred by
reason of the concession, which may have a material adverse effect on our business, financial condition and results of
operations.
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We have strict liability for any damages caused to third parties resulting from inadequate provision of energy
services.

Under Brazilian law, we are strictly liable for direct and indirect damages resulting from the inefficient rendering of
energy generation, transmission and distribution services. In addition, when damages are caused to final customers as
a result of outages or disturbances in the generation, transmission and distribution system, whenever these outages or
disturbances are not attributed to an identifiable member of the ONS or to the ONS itself, the liability for such
damages is shared among generation, distribution and transmission companies. Until a party with final responsibility
has been identified, the liability for such damages will be shared in the proportion of 35.7% to the distribution agents,
28.6% to the transmission agents and 35.7% to the generation agents. These proportions are established by the number
of votes that each of these types of energy concession holders receives in the general meetings of the ONS, and as
such, are subject to change in the future. Consequently, our business, results of operations and financial condition
might be adversely affected in the event we are held liable for any such damages.

We may incur losses and reputational damage in connection with pending litigation.

We are party to several legal and administrative proceedings relating to civil, administrative, environmental, tax,
regulatory, labor and other claims. These claims involve a wide range of issues and seek indemnities and restitution in
money and by specific performance. Several individual disputes account for a significant part of the total amount of
claims against the Company. See Item 8. Financial Information Legal and Administrative Proceedings. Our
consolidated financial statements includes provisions for risks in a total amount of R$ 678 million, as of December 31,
2017, for actions in which the chances of loss have been assessed as probable (i.e., more likely than not).

One or more unfavorable decisions against us in any legal or administrative proceeding may have a material adverse
effect on us. In addition to making prov