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1. MAIN INDIGATORS
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Transmission line extension
Installed capacity
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on social indicators
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Brazilian states and T |H
the Federal District ‘e

The financial data (Economic Dimension in BRL) are consolidated according to the IFRS

standard. The other data refer to the holding company Cemig - Companhia Energética de
Minas Gerais S.A., and to its wholly-owned subsidiaries:

Cemig Distribuicao S.A. (Cemig D), and Cemig Geracao e Transmissao S.A. (Cemig GT),
according to the Global Reporting Initiative methodology - GRI'.

¥ear

Humber of consumers - in thousands?

mT 0B
8260 B339 8408
Humber of Employees (401-1) .18 5.864 6,083
Number of municipalities served TTd T4 TTd
Concession area - km** 56747 B6TATH 567,740
FEC - number of interruptions (ELF2ZB) 5. 64 .44 5.06
DEC - haurs (EU29) 11.73 10.83 10.05
Mumber of power plants under operation® 121 mry 87
Installed capacity - MW (EU1) * &.201 72T 6,070
Extension of transmission lines - km (EL4) ¥ B.341

BE&TI 4,930
a



Total extension of distribution nelworks - km (EU4) 498,627 512,572 536,569

Urban extension of distribution networks - km (EL4) 102,301 107,059 108,576
Rural extension of distribulion networks - km (EU4) 396,326 405,473 410,486
Year
Resources invested in the envitanment - BRL million T 52.1 7.5 AT.8
Fleet Fuel consumption (GJ) * 160,084 152,166 139114
Ingtalled capacity fres of GHG amissions (%) 948.2 98.2 Wr.e
Total water consumption - m®* (303-1) ¥ ar.raz 363,756 266,618
Direct COZ emissions - metric tons (305-1) 15,462 48,849 35,613
Investments in environment RED (Million BAL) 2.9 1.1 4.3
Year

Social Dimension 2016 207 o

Average hours of training per employes (404-2) 0,56 35.52 37.88
Total rescurces invested in intarnal and sxternal social indicators - BAL million 10 10,758 10,585 12,287
Accident frequency rate - own employees (403-3) 17 1,70 2.00 0,99
Accident frequency rate - contracted employees (403-3) ' 1.84 1.20 1.87

! For more information on the GRI methodology, please refer to the website: www.globalreporting.org.

2 The chart with the number of consumers per category is described in item 8.1 - Market Evolution.

3 Includes changes in previous years, reflecting the concession area only of Cemig Distribuigao.

4 Cemig numbers.

5 Consolidated Cemig numbers, including proportionally the holdings in subsidiaries/affiliates, contemplating
changes in previous years to be compatible with the new criterion.

7 Sum of Applied Environmental Resources destined to Operation and Maintenance.

8 The values for fuel consumption between 2013 and 2015 were recalculated considering the fleet of vehicles, the
fleet of boats and aircrafts of Cemig.

9 Sum of water consumption for administrative and industrial purposes.

10 Social Balance according to Standardized Financial Statements.

" Number of accidents with injury, with work leave, per 200,000 hours worked.




2. ABOUT THIS REPORT

Cemig, Companhia Energética de Minas Gerais, presents its Annual Sustainability Report
- RAS 2018, which disclose sustainability strategies and actions adopted by the Company,
as well as its performance in environmental, economic and social aspects in 2018.

RAS is a document published by Cemig annually and RAS 2018 refers to the period from
January to December 2018. The information contained herein encompasses the entire
corporation, designated to support stakeholder understanding and provide relevant infor-
mation about Cemig'’s activities and performance in environmental, economic, social, and
governance aspects. RAS preparation process supports the management of these aspects,
allowing Cemig’s different areas to gather information and data that demonstrate the
evolution of performance and metrics under its responsibility, as well to analyze facts that
have influenced the company’s performance in the period.

As a guarantee of the quality and content of the information presented herein, Cemig'’s
executive board requested an independent external verification of the entire report. The
verification process of the report was carried out by SGS do Brasil based on the following
methodologies: Verification of the Application of the Principles for Sustainability Report-

o




ing Global Reporting Initiative - GRI Standards and Electric Utility Sector Supplement’, in
addition to the validation of indicators of UN Global Compact. This external verification
included the selection of content presented, the review of material priority themes for Ce-
mig, as well as the assessment of the accuracy and veracity of the information included in
the report. The result of this work is in the Assurance Statement (assurance or guarantee)
issued by SGS do Brasil, attached at the end of this report.

All the accounting data disclosed in this report have also been previously audited. The
audit of this data was done by Ernst & Young (EY) under the Company’s Financial State-
ments, which are generally presented in thousands of Brazilian Reais - BRL - (except where
otherwise indicated) in the International Financial Reporting Standards (IFRS) standard
and are available on Cemig’s website. The financial information audit report can be viewed
in here.

Also, all information regarding greenhouse gas (GHG) emissions reported was audited by
Bureau Veritas under Cemig 2018 GHG Emissions Inventory. The inventory information
audit report can be viewed in here.

Unlike RAS 2017, the last report published by the company, RAS 2018 was prepared in ac-
cordance with the GRI Standards (Core option), and meets the following assumptions:

Full adoption of the GRI Standards, standard for the disclosure of corporate sustain-
ability reports.

Dissemination of a report ensuring continuity and comparability of data and informa-
tion presented in previous reports: progress in fulfilling the Ten Principles of the UN
Global Compact and included information of the Sector Supplement GRI for the Elec-
tric Sector (G3).

In order to produce the Sustainability Report, the Company was inspired by the value-cre-
ation approach proposed by the integrated reporting guidelines of the International Inte-
grated Reporting Council - lIRC, including the value generation diagram, which presents
the capitals considered and the impacts generated by its performance. Information is also
presented on the internal integration of the Company’s programs and projects, and indi-
cates which initiatives contribute to the UN Sustainable Development Goals.

' This report uses as reference the indicators of the Energy Sector Supplement GRI G3 (EU-G3), last version made available by GRI in
Portuguese. The GRI Standards still do not have updated Sector Supplements. However, Cemig chose to maintain the reporting of this
information because it is relevant to the industry and its stakeholders. This information is accompanied by a footnote referring to the
EU-G3 indicators.



Cemig is a signatory, supporter and participant of different national and international ini-
tiatives, with the objective of reinforcing its commitment and contribution to sustainable
development, guiding the practices of its managers, tax advisers, employees, trainees,
contractors and subcontractors, partners, suppliers and service providers. The following
voluntary commitments stand out:

Since 2007, Cemig is a participating company of CDP;

Since 2009, Cemig is a signatory to the letter of adhesion to the UN Global Compact;
Since 2017, Cemig has been a signatory to Business Pact for Integrity and Against
Corruption, of Ethos Institute.

In 2018, there was no adherence to new formal voluntary commitments.

The information and data from previous reports that have been revised or changed are
indicated in this report. The indication of change includes the reason for reformulation of
the information (change by changes in the base period or base year or measurement meth-
od, resulting from changes in the company by mergers and/or acquisitions).

Doubts about this report can be sent via email to the Corporate Sustainability Manage-
ment (sustentabilidade@cemig.com.br) or to the Investor Relations Management (ri@
cemig.com.br).

The accounting data presented in this report refers to a group of companies in which
Cemig holding company has operational control, except when mentioned in the text. The
companies in this condition can be identified in the chart of Cemig Group, presented in the
chapter ‘Cemiqg’ section ‘Major Holdings. This data was consolidated according to criteria
established in Brazilian law (see explanatory note 3 of the Standardized Financial State-
ments - DFP, on Cemig’s website?).

In terms of non-accounting information, the report may cover other subsidiaries of Cemig
Group, with an explicit indication in the text where this limit is applicable.

The denominations “Cemig” or “Company” refer to Cemig holding company and its con-
solidated subsidiaries (Cemig Distribuicao and Cemig Geracao e Transmissao). The name
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“Parent Company” is used to refer only to Cemig holding company as an individual compa-
ny, excluding subsidiaries.

The process of defining the content of RAS 2018 consisted in a review and update of the
process, carried out for RAS 2017, by business sustainability specialists internal and ex-
ternal to Cemig. The topics® considered in the update of the materiality exercise have the
same scope and limits of RAS 2017. This exercise has been reviewed every two years.

For the materiality exercise of RAS 2018, stakeholder consultations were not carried out.
The starting point was the identification and prioritization of the material themes* of the
processes of trend analysis, consultations conducted for RAS 2016, and a method of prior-
itization of material themes was applied.

To prioritize the material themes, considering the mapped themes, two sets of parameters
were applied. The first set contained two criteria from the perspective of stakeholder rele-
vance and three from the perspective of relevance to Cemig.

The second set of parameters consisted in the application of two criteria, one concerning
the Company’s environmental, economic and social impacts, and the other concerning the
perspective of influence in the evaluation and decision of stakeholders, as required by the
principle of materiality of GRI Standards.

Governance topics were not included in the prioritization stage since they are mandatory
for reporting and invariably a priority for the Company.

The entire process is in compliance with Principles for Defining the Content of the Report
and all materiality tests prescribed by the GRI Standards have been met.

2 Available at this http://ri.cemig.com.br/ptb/s-20-ptb-2018.html.

3 In this report, “topic” is considered the categories of grouping of subjects of the environmental, economic and social dimensions rati-
fied by the GRI Standards.

4 In this report, “material issues” are considered to be relevant and significant issues that should potentially be included in the RAS be-
cause they reflect an impact (positive or negative) of the organization on the economy, the environment and/or society or because they
influence decisions of stakeholders.



On stakeholder engagement, Cemig has an internal® stakeholder identification, selection,
and prioritization procedure, called Stakeholder Mapping. This procedure is updated as
necessary and was used as a reference for the selection of stakeholders included in the
last materiality exercise in 2016. Stakeholders prioritized in 2016, and who have remained
as selected for consideration in RAS 2018, are listed below.

&

5 Procedure Cemig SE/AS - 0012/2010.
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Throughout the year, stakeholder relationship management is carried out by management
teams and exclusively dedicated personnel to meet any received demands. Interactions
with stakeholders follow the provisions of Cemig’'s Communication Policy®. This policy
guides the communication with different categories of stakeholders with the objective of
maintaining and strengthening brand credibility and sustaining the aggregation of value in
internal and external relationships.

For the mapping of material themes for different stakeholders, carried out in 2016, in-
terviews were used with those responsible for relations with them, analysis of demands
received in the communication channels with the Company, media analysis, market cam-
paign reports, research and programs focused on engagement with stakeholders.

Also, as part of the materiality exercise in 2016, Cemig selected and prioritized its main
corporate documents - such as strategic planning, internal policies, service instructions
and rating agency reports - and analyzed the respective contents to map the strategic
themes for the business.

Regarding the sustainability context, for RAS 2018, documents were analyzed on sustain-
ability in the energy sector, peer sustainability reports and competitors, the national and

international commitments that Cemig is a signatory and documents that incorporate the
perspective of national regulations and international agreements relevant to the Company.

Thus, in 2018/2019, the RAS 2018 process had the list of material themes and topics” up-
dated and refined.

5 The Policy is available at this https://www.cemig.com.br/pt-br/A_Cemig_e_o_Futuro/sustentabilidade/nossos_programas/sociais/Documents/
PoliticaComunicacao.pdf.

7 In this report, “material topics” are considered as GRI Standards grouping categories that respond to the material themes of the organization.
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centinuity. Energy quality
is measured by interrupted
power supply indicators
and Cemig is subject to
minimum standards
required by the regulator
and expected by its
customers,

Transmission and
distribution networks pose
& high rigk 1o the safety of
its operators and the
surrounding population.
Cemig values life and
addresses this issue with
a high degree of priority
and relevance,

The energy sector is facing
a scenario of change,
characterized by new
possibilities for service
pravision, technologies,
energy alternstives and
innovations. Elements of
this transition are smar
grid, distributed
generation, trends towards
economy electrification,
enargy storage, among
others. The companies in
the sector are faced with
relevant challenges and
cpportunities, which
makes this a material
theme for Cemig.
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Gavernment
authorities

Anti
camruption
Corporate customers
The Brazilian context has
. . been marked by proven
Residential cases of correption in the
cangumers public and private sectors. . —
Initiatives to combat Environmental 102181 IB =i
Transparency, corruption and promote compliance 2

compliance and Suppliers transparency have been } [:igg's?gﬁ' ° ° Z
anti-carruption presented and '
implemented. Cemig, as a 307
public company, engages

Press and endorses these
initiatives with a high
i ' Ethics and
infegrity
Investors
Society and local Gavernance

cammunity

[1] In this report, “priority material topics” are considered as relevant issues essential to be included in the RAS because they reflect a
significant impact of the organization on the economy, the environment and/or on the society, or because they substantially influence
the decisions of the stakeholders.

[2] Stakeholders who cited the theme in the materiality exercise held in 2016.

[3] In the original document of the GRI Standards, they are no longer considered “indicators”, but “disclosures” - since there is not yet an
official translation,
we have chosen to use the term “information.”

For each of the 13 material themes selected as priorities, the respective management form
is presented throughout the report, explaining the relevance of the topic to Cemig, how the
subject is managed, the risks involved, the related goals and objectives, and how the Com-
pany responded to the issues and concerns raised by stakeholders.
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The table below shows the changes in the set of material themes for Cemig in 2017 and

2018.

~ PRIORITY ¢
=~ MATERIAL TOPICS ¢

Occupational Health and Safety
Transparency

Social Performance

559

PRIORITY
MATERIAL TOPICS |

Occupational and Population Health and Safety
Transparency, Compliance and Fighting Corruption

Communities and Social Investment

Power quality l@; Quality of Power supply
P
R&D @ Technology. Innovation and Energy Alternatives
Water Eco-efficiency and Environmental Management

Economic Performance
Climate Change

Risk management
Personnel management

Customer relationship

PP

A

Economic Performance and Financial Equilibrium
Climate Change

Risk Management

Personnel Management

Management and Relationship with Stakeholders

Supply Chain @ Access to Energy
Investments @ Biodiversity

The GRI Content Index, which can be found at the end of this report, provides a summary
of all available information, from the perspective of GRI Information.

Throughout the report, content that refers to (i) GRI topics, including those specific to the
Electric Utilities industry, (ii) material topics; (iii) principles of the UN Global Compact; and
(iv) 17 Sustainable Development Goals - SDGs will have markings to facilitate navigation
through the report.



3. MESSAGE FROM MANRGEMENT

When analyzing the scenario, 2018 was
very positive for Cemig, with achievements
that allowed the Company to reach a new
level of financial and operational sus-
tainability, after a period of challenges in
recent years due to an adverse macroeco-
nomic and hydrology scenario and greater
financial leverage, especially due to the
loss of some generation concessions.

The results obtained in 2018 bring us the
certainty of the correct strategic direction
embraced in the conduct of Cemig's busi-
ness by the Management, and efficient
operation by its qualified group of employ-
ees.

The 2018 fiscal year marked a major ad-
vance in the Company’s Corporate Gover-
nance practices, starting with the approv-
al of the reform of the Statute, bringing
numerous changes that prepare Cemig for
the new times, in addition to complying

with Law No. 13.303/2016, which brought
a series of requirements for the permanent
improvement of the management of state-
owned enterprises, in the various spheres
of the Federation.

While the improvements are expected to
be continuous, and therefore the chal-
lenges for future management remain,
the advances already implemented con-
solidate Cemig’s new level of governance,
such as the approval and implementation
of various Policies stated in the Statute,
transactions with related parties, people
management, information disclosure and
equity management.

In the same way, the Audit Committee,
also responsible for eligibility issues, and
the Strategy and Finance Committee, both
within the Board of Directors, were remod-
eled in the contents of finance, human re-
sources and integrity, setting the basis for
Cemig to continue on its path of growth,
efficiency and sustainability.



Our net income was BRL 1,700 million, a
significant increase of 70% in relation to
the previous year, which was BRL 1,001
million. Similarly, our cash generation,
measured by EBITDA, increased by 8.28%
from BRL 3,492 million in 2017 to BRL
3,781 million in 2018.

Regarding debt management, we continued
to focus on lengthening its average matu-
rity and also on reducing financial funding
costs. The debt/EBITDA ratio, which was
4.12in 2017, decreased to 3.86in 2018, a
significant reduction, which demonstrates
Cemig's new financial reality.

In line with the aforementioned advances,
the main international risk rating agencies
have promoted successive positive reval-
uations of Cemig, Cemig GT and Cemig

D credit risk during 2018, reflecting the
significant evolution of the ratings and
recognizing the success in implementing
measures that resulted in an increase in
our credit quality.

Noteworthy among the achievements of
2018 is the tariff review of Cemig Dis-
tribuicao, where our investments in the
tariff cycle from 2013 to 2018, close to
BRL 5 billion, started to be remunerated in
the tariff. This increase in revenue, togeth-
er with the reduction in operating costs,
allowed Cemig D to return to profit in 2018,
after two consecutive years of losses.

In 2018, Cemig D reported a profit of BRL
535 million, compared to losses in 2017
and 2016, of BRL 117 million and BRL 324
million, respectively. Similarly, EBITDA in
2018 was BRL 1,534 million, compared to
EBITDA of BRL 831 million in 2017, a sig-
nificant increase of 84.60%. It should be
noted that the tariff review had its effects
from June 2018, that is, in 2019 only the
result of the revision will be fully included
in the result.

At Cemig GT, it is worth highlighting the
transmission investment program for

the next 5 years, in an amount exceeding
BRL 1.1 billion and with the guarantee of
funds due to the amounts that are being
received as transmission indemnification,
for having accepted the terms of Law No.
12.783/13 (MP 579).

Also important for the improvement of
the liquidity of Cemig GT is the receipt of
indemnification of the basic projects of
Sao Simao and Miranda power plants, in
August 2018, in the amount of BRL 1.1
billion.

All of these positive actions and events in
2018 were reflected in our consolidated
financial results.

In 2018, we successfully concluded the
disposal of telecommunication assets,
which generated BRL 654 million of cash
for the Company, within the context of our
share divestment plan, as we disclosed to
the market in 2017. Despite the complexity
involved in the divestiture processes, we
are confident that in 2019 we will present
new positive results, which will contribute
to the reduction of our leverage in a faster
and more expressive way.

It is very important to highlight that this
improvement in financial results was also
accompanied by our concern about the
quality of the services we provide to our
customers. Our quality indicators, mea-
sured by the duration and average time of
service interruptions (DEC and FEC), con-
tinue in a path of improvement and compli-
ance with regulatory standards.

Likewise, we do not neglect our employ-
ees. In 2018, we celebrated a year without
fatal accidents within Cemig’s workforce,
including our own employees and those
contracted by third parties.



Sustainability and social responsibility are part of our culture. We were once again includ-
ed in the BM&F/Bovespa Corporate Sustainability Index and the Dow Jones Sustainability
Index, in which we have been listed since 1999. We are signatories of the United Nations
Global Compact and we have a prominent position in several other ratings of national and
international sustainability that represents the recognition of our sustainable actions.

We are optimistic when we look into the future, in the quest to strengthen Cemig’s sustain-
ability even further, ensuring adequate returns to shareholders, investor confidence and
satisfaction of the legitimate interests of other players involved in our business.

We are grateful for the commitment and talent of our employees, shareholders and other

stakeholders in the convergent effort to maintain Cemig’s recognition as a benchmark
company in Brazil.
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Rizzia Costa (Business Processes), Ronaldo Alves (Maintenance of Electric Transmission System) e Douglas Gongalves (Electrician )

4. GEMIG

In 2018, Cemig made efforts to maintain and improve its performance on environmental,
economic and social aspects. The recognition of the Company’s work is marked by awards,
achievements and prominent positions in the main institutions and market analysis in this
regard.
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Cemig was listed in the bronze cate- Evahsted by consumens as one of Thee constant goal of infroducing inncvation Cemig was ranked 14th in The
gory of the 2018 Sustainabdity Year- The best destributions in the South- Into Cermag's business has eamed the Compa- Global 100 by the Canadian maga-
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For the 19® consecutive year, Cemig was
sudected 1o compose the portolio of Dow
Jones Sustainability World Inde - DJS1
wiorkd, for they 200852019 period. The
Index acts a3 the cverall indicator of

ISEBS3

‘Caamig guaranteed As maintenance in the
portfolio of the Corporate Sustainability
Index (ISE) for the 14th conzecutive year,
‘thanks: b0 The corporte practioes applied
and maintained by the company. The ISE is
composed of actiors of Brazillan companies
and iz based on corporate QOVEMancs, soo-
nomic efficiency, cane for th ervironment
and social responasbility. Inclusion in IS5
portfiolia is a sign of Gemig's efforts to de-
welop management solutions focused on ef-
ficikency and in bne with good enviroamental

ubracopeD
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The purpeee of alerting the popu-
lartican about the dangers of the
slectri: netwerk during the Cami-
val gane Gomig the Abrcopel
Auward for Joumaliam in the Irter-
ruirt Aaschio-Vidieo categary, for th
articks "Camival: Dangers of Elec-
tricity,” postid on the Canal
Mundo da Elétrica (World Channel
of Electric), in Youtube. The report
has & series of demonstrations
ot the risks that rmetal coils,
metaliic balloons and other ob-
s can cause if they ane thrown
against the power grid.
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Cemig has once again won the ANEFAC Trans-
parency Trophy. Created in 1997, the awand en-
COUrB{es cofporate tranaparency in the market-
plavce, The infttive s the result of the partnen-
ship betwesn ANEFAC - Mational Azsccigtion of
Expcutivies of Finance, Administration and Ac-
counting, with the Feundation for Accounting, Ac-
twanial and Financial Research (FIFEGAF)-
FEA-USP) and Serasa Experian. Cernig is cne of
thir winewers due o the clarity of s financial
statements and due to the quality of the informa.
tion disclased in the ‘Open Capital Companies
with Revenue over BRL 5 billion” category. The
winning companies wiee selected by FEAUS-
PiFipecali masters and doctoral students, after
anatyzing more than 2,000 financial statements.,

The energy sector is one of the most important economic sectors for the good performance of
human activities in organized societies. The importance of the generation, transmission and
distribution of electricity and the need for complementarity and synergy among the agents of
the sector stimulates the organization of sectorial associations.

In order to promote cooperation and collaboration, Cemig participates in the main Brazilian
associations in the sector.

None of these entities aim to influence public policies as a main and primary objective, but one
of the indirect consequences of their actions is to contribute to the evolution of the regulation

of the electricity sector.

The following table highlights the activities and actions developed by Cemig with some of the
entities of which Cemig is associated.

8 Company specialized in asset management and offering products and services in the field of sustainable investments.
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Abradee - Brazilian Association of Elec-
tric Power Distributors: In recent years,
distributors have been facing several
situations that affect their sustainabil-
ity, such as the cash deficit borne by

the utility companies due to insufficient
tariffs to cover the energy purchase,
which is only compensated during the
tariff processes. In order to minimize the
impact of such events and defend the
interests and needs of the electricity dis-
tribution agents, Cemig has been accom-
panying and supporting Abradee in its
frequent operations with ANEEL and the
Ministry of Mines and Energy (MEE).

Abrage - Brazilian Association of Elec-
tricity Generating Companies: The most
relevant issue addressed in the scope of
Abrage concerns the adjustment factor
of the energy reallocation mechanism,
which has seriously impacted the oper-
ations of the energy market. The asso-
ciation seeks, together with the compe-
tent entities and agencies, short-term
alternatives to address the impacts and
structural measures aimed at reformula-
tion of the mechanism. Cemig’s endors-
es the actions of the association, which
are aligned with the Company'’s business
and objectives.

Apine - Brazilian Association of Inde-
pendent Producers of Electric Energy:
Discussion and consolidation of Apine’s
proposal, especially regarding issues
related to the wording of Art. 2 of Law
No. 13.203/2015 - Treatment of the
Non-Hydrological Risks Allocation to the
Energy Reallocation Mechanism - MRE;
Meetings with MME, Energy Research
Office - EPE and ANEEL and monitoring
of regulations.

Abrate — Brazilian Association of Elec-
tric Power Transmission Companies: The
most relevant issue addressed in Abrate
concerns the Periodic Tariff Review

(RTP) of the transmitter of Cemig GT. In
the scope of RTP, Abrate, among other
contributions to society, has developed
several discussions on methodology for
calculating efficiency to cover opera-
tional costs. Some common points were
agreed between the companies, with
coordination of the association. Other
points had individual contributions due
to the characteristics of each company.
Thus, throughout the public hearings,
ANEEL changed criteria and results from
the contributions received. Cemig GT re-
mained at the top of the ranking of oper-
ational efficiency, which should imply in
obtaining the corresponding portion of
revenue in the best possible condition,
complying with the current regulation.

Abraget — Brazilian Association of Ther-
moelectric Generators: Abraget has
been working to obtain the easing of
the Fuel-Lack Penalty, which unleashed
the penalty to the PLD (Resolution No.
827/2018). This penalty linked to the
PLD was an obstacle to sign contracts
of supply of natural gas and studies

for the proposal of auctions of thermo-
electric plants, aimed at electro energy
security. The contribution was the deter-
mination of the optimum expansion ma-
trix, observing the relationship between
the expansion of renewable sources and
the power required for the electrical and
energy security of the National Intercon-
nected System (SIN).

Abragel - Brazilian Association of Clean
Energy Generation;

Abraceel — Brazilian Association of En-
ergy Marketers;

ABCE - Brazilian Association of Electric
Energy Companies.



For each of the associations to which it is affiliated, Cemig, as well as the other associated
companies, contributes with maintenance fees. These fees are established in the assem-
blies of the entities, according to their respective statutes. As indicated in the Table below,
in 2018, Cemig disbursed a total of BRL 1,208,582.63 in annuities of financial contributions
to the associations.

Abradee ABETIE T

Abrage 198,331,582

Apine 169,903.20
Abrate 165 418.40
Abraget 114,961.80
Abragel 79,200.00
Abraceel 65,912,000
Abce 28,140.00
Total 1,208, 582.63

Companhia Energética de Minas Gerais S.A. - Cemig is a publicly traded company, con-
trolled by the State of Minas Gerais, holder of 50.96% of the common shares of the Compa-

ny.

The Federal Government, through BNDES Participagées S.A. - BNDESPar, holds 11.14% of
the common shares. The Company’s shares are traded through the stock exchanges of
Sao Paulo, New York and Madrid. With more than 150,000 investors in 38 countries, the
Company'’s market value, on December 31st, 2018, was approximately BRL 20.8 billion.

Cemig Group is headquartered in Belo Horizonte, Minas Gerais and operates in the areas
of generation, transmission, commercialization and distribution of electricity, energy solu-
tions and distribution of natural gas.

The holding company Companhia Energética de Minas Gerais — Cemig comprises its
wholly-owned subsidiaries Cemig Geragao e Transmissao S.A. (Cemig GT) and Cemig Dis-
tribuicao S.A. (Cemig D).
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In addition, the Company participates of the controlling block of Light S.A., owning a direct
(26.06%) and indirect (23.93%) stake. Cemig also holds a 21.68% stake in the capital stock
of Transmissora Aliancga de Energia Elétrica S.A. - Taesa, being the controller of the compa-

ny.

Cemig also shares other corporate interests, totaling 200 Companies, 17 Consortia and
two FIPs - Investment Funds.

Cemig operates in Brazil, serving more than 17 million people in 774 municipalities in
Minas Gerais and managing the largest electricity distribution network in South America,
with more than 530 thousand km resulting in assets in 22 Brazilian states and in Federal
District.

The highlight of the general shareholding composition in 2018 was the sale of assets
related to Cemig Telecom, a subsidiary of Cemig Group, responsible for data transmission
operations. The sale occurred through bidding procedure No. 500-Y12121, as presented in
the Relevant Fact on November 1, 2018. More details on this operation are presented in the
chapter on Strategy, which describes the company’s strategy and main investments and
divestments of 2018.

Main holdings

The main holdings of Cemig Holding in the capital of subsidiaries and affiliates are pre-
sented in the figure below. The divestment plan that changed its holdings is detailed in the
chapter Strategy, section “Investments in Generation, Transmission and Distribution and
Divestment Program.”
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Cemig electrical matrix (MW)

Within the energy generation segment,
Cemig GT is one of the largest electric
power companies in Brazil. The company's
generating plant is currently formed by 87
plants, of which 83 are hydroelectric power
plants (21 HPPs and 62 SHPs), one ther-
moelectric plant, two wind farms and one
solar plant. At the end of 2018, Cemig’s
installed capacity was 6,130 MW?, which
represents an increase of 7% in relation to
the installed capacity of 20177.

Historically, the electrical matrix of Ce-
mig’s generating plant is predominantly
renewable. In 2018, out of the 6,130 MW
of installed capacity, 5,999 MW came from

renewable sources, representing 98% of
clean energy. Hydraulic energy accounted for approximately 96% of installed capacity, of

which about 84% were generated in Hydroelectric Power Plants (HPP) and 12% were gener-
ated in Small Hydroelectric Plant (SHP).

= Hydroelectric (95.97%) Wind (1.88%) Solar (0.02%) = Thermal (2.14%)

In terms of net energy production, in 2018, 14.698.565 MWh were generated'’, of which
14.675.621 MWh (99%) came from renewable sources. These amounts, when compared to
2017, show a 26% reduction in net generation of energy at Cemig’s plants. This reduction
is due to losses of concessions of Sao Simao, Jaguara, Miranda and Volta Grande power
plants'2.

Camig Generator Fark

Installed Capacity [MW) Met Generation (MWh)

Hydraulics 5,883 96 TO12 ar.48 14,353,883 97.65 15,592,950 99.3
Thermal 131 2.4 131 1.82 225944 016 IB,650 0.2
Wind s 1.88 49 0.68 IZ0ATE .18 98,380 0.5
Salar 1 0.0z 1 0.0z 1.563 oo 1,652 o.m
Total 6130 100 AL k] 100 14,658 565 oo 18,731,632 100

9 Data considering all Cemig’s power plants and holding companies in which it holds a stake.

° Regarding the indicator EU-01, of the sector supplement linked to the G3 version.

" Data considering only Cemig's powerplants, excluding those belonging to the holding companies in which Cemig holds a stake (Light,
Renova, Belo Monte, SantoAntdnio, Brasil SHP and Guanhaes Energia power plants).

2 Regarding the EU-02 indicator, of the sector supplement linked to the G3 version.
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The transmission of energy, also the re-
sponsibility of Cemig GT, consists in the
transportation of large quantities of elec-

tric energy over long distances, from large 290 Sibias
generators to consumer centers. This
service is carried out through a network of pas 198085

transmission lines and substations with

a voltage equal to or greater than 230 kV,

called Basic Network. Cemig GT operates Toiaa 4.930.56
a transmission network with an extension

of 4,930 km'3,

S00 2.180.47

As the transmission network approaches the consumption centers, there are substations
that reduce the electrical voltage so that energy can reach the consumers, starting the
distribution process. Cemig D is a Cemig Group company in charge of operating the distri-
bution network. With an area of 567,740 km?, it operates in approximately 96% of the State
of Minas Gerais. Cemig D has an extension of 532,569 km of distribution network - adding
medium, low and high voltage networks (MV, LV and HV, respectively).

Urban Overhead Metworks 39,530.94 56,622.59 93413
Aural Overhead Networks 391,763.94 18,657.73 16,497 40
Urban Underground Metworks N2TE 2,059.7T1 T5.82
Aural Underground Networks a 6415 o
Total (km) 526,56%9.18

'3 Data from the end of 2018, referring to the indicator EU-04, of the sector supplement linked to the G3 version.



In addition to the generation, transmission and distribution ofelectricity, Cemig also op-
erates the natural gas distribution and marketingsegment through Gasmig, which is the
exclusive distributor of piped natural gas(PNG) throughout the state of Minas Gerais. The
Company serves the industrial, residential, compressed natural gas,liquefied natural gas,
automotive and thermoelectric sectors. In 2018, Gasmigsold a total of 1,104,745,283 m? of
gas, as shown in the table below.

Gagmig Sales 2018

General Use 11,895,692
Industrial B58.397 948
GHC-Industrial 17,781,900
Automolive 41,233,082
CHNG - Vehicle 1,288,555
Commercial (FCNR) 2475060
Residential 6,472,535
Co-generation 14,106,774
LNG o

Sublotal G53.621.545
Thermal Plante 151,123,738
Total with Thermaelectric Power Plants 1,104, 745,283
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Business Model

Cemig’s main inputs are the technical skills and quality of its workforce (intellectual and
human capital), recognized nationally and internationally for its expertise; natural resourc-
es, especially water since large part of our installed capacity comes from hydroelectric
origin (natural capital); the necessary financial resources of the government and other
shareholders for the development of the business (financial capital); the inputs provided
by the suppliers (manufactured capital) and the preference of our customers, consumers
and the local community (social and relationship capital).

Cemig seeks to create value for its shareholders, employees, suppliers and society. The
investments in expansion of the energy distribution and the commitment to quality of
customer service represent the materialization of Cemig’s strategic vision, based on the
principles of sustainability and socio-environmental responsibility.
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The following diagram shows how Cemig’'s management and governance structures can
generate relevant impacts on natural, physical, financial, social and relational, human and
intellectual capital.

INTERNAL POLICIES

AND GUIDELINES

MISSION, VISION

Intellectual
o AND VALUES

capital MASTER
PLAN

Expansion of
enerqy
distribution

Matural
resources

) Commitment
Financial with sefvice
capital quality

Manufactured Strategic
capital vision

Social and Responsible
relationship capital S socio-environmental
JHPURR action
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Cemig’'s management system follows the guidelines expressed in its strategic foundations,
mission, vision and values. It is oriented to conduct and operate the Company’s organiza-
tion successfully and is designed to continuously improve its performance. In November
2018, these guidelines were updated and approved by the Board of Directors due to the
Strategic Planning review.

Mission: Provide integrated clean energy solutions accessible to society in an innovative,
sustainable and competitive way.

Vision: Being one of the top three best integrated groups of electric power in Brazil in gov-
ernance, financial health, asset performance and customer satisfaction.

ﬁ\ «Commitment to ethics and transparency.

sockenta 1t ony swaton. T ETHICAL noonserphiongag

=INTEGRITY: Act with athics, transparency PRINGIPLES + Commitment to standards.

and honesty. +Commitment to the best practices of
+VALUE GENERATION: Provide solutions for the comparete governance.

well-being and prosperity of customers, +Commitment to the customer.
ghareholders, employees, suppliens and the society. +Sustainability.
-mmﬁmmm *Protection of image, brand, reputation
Provide reliable enerqy, contributing and the imony.

1o economic and social development in a : -Adeqmpzl:lunllniwnlﬂunmd
sustainable way. computer resources.
«COMMITMENT: Act with responsibility,

enthusizsm, dedication and proactivity. VALUES

+INNOVATION: Be creative and seek new solutions

1o the challenges of the conpany.
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Renata Catao (Compliance)

9. CORPORATE GOVERNANGE

The Bylaws, a document that guides the company’s practices and presents its main man-
agement guidelines, has been updated twice since the beginning of 2018. The first update
occurred at the Special Meeting - SM of July 11th, 2018 and the second at the Special
Meeting held on March 25th, 2019. In these opportunities, amendments aiming the mainte-
nance of best practices of Corporate Governance were approved in Cemig’s Bylaws.

In particular, the results of the Special Meeting of March 25th, 2019 bring significant
changes in the Company’s governance. The disclosure of the main results in this report is
considered to be relevant by Cemig, anticipating the communication of changes to stake-
holders. It should be noted that for the purposes of analysis in the other chapters, the data
complies with the limit of this report (January 1st, 2018 to December 31rd, 2018).

Considering these last two amendments to the Bylaws, the following should be highlighted:
* Board of Directors has reduced from 15 to nine titular members, in accordance with
the Code of Best Corporate Governance Practices of the Brazilian Institute of Corpo-
rate Governance - IBGC and the Corporate Sustainability Assessment Manual of Dow
Jones Sustainability Index;

* Dissolution of alternate directors’ positions at the Board of Directors;

* Reduction of the composition of the Board of Executive Officers, from 11 to seven
boards, with the purpose of bringing greater operational efficiency;

» Establishment of an Audit Committee, maintaining the Fiscal Committee;
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Establishment of an Eligibility and Valuation Policy for appointment of a member of
the Board of Directors and Board of Executive Officers in subsidiaries and affiliated
companies;

Transaction Policy with Related Parties;

Formal designation for the Board of Directors in order to ensure implementation and
supervision of the Company'’s risk systems and internal controls;

At the discretion of the Board of Executive Officers, expansion of technical commit-
tees, composed of Cemig long-service technicians, with decision-making capacity in
specific matters;

The Chief Executive Officer is now conducting compliance and corporate risk manage-
ment activities directly;

Greater emphasis on Cemig’s control systems: internal auditing, compliance and cor-
porate risk management;

Establishment of an arbitration chamber to resolve any conflicts between the Compa-
ny, its shareholders, directors and members of the Fiscal Committee.

This statutory amendment demonstrates the commitment of the Company’s shareholders
(controlling shareholder and minority shareholders) to improve the management process
and Corporate Governance practices in order to guarantee Cemig's long-term sustainability
and profitability.

Cemig’s corporate governance structure is based on transparency, fairness and account-
ability. The Company’s management is operated by the Board of Directors and by the Board
of Executive Officers, and also has a permanent Fiscal Committee. All of them are gov-
erned by the Company’s Bylaws and applicable legislation.

The main characteristic of Cemig’s governance model is the clear definition of the roles
and responsibilities of the Board of Directors and Board of Executive Officers in the formu-
lation, approval and execution of the policies and guidelines that pertain the conduct of
Company's business. Members of the Board of Directors, who are appointed by the Share-
holders’ General Meeting, elect its Chairman, Deputy Chairman and appoint the Board of
Executive Officers of Cemig. The structure and composition of the Board of Directors and
of the Board of Executive Officers shall be identical in the Integral Subsidiaries Cemig Dis-
tribuicao S.A. and Cemig Geragao e Transmissao S.A., with eventual exceptions, in order to
be approved by the Board of Directors.
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The focus of the Company’s governance
has been the balance between economic,
financial, environmental and social as-
pects of Cemig's projects, with the purpose
of continuing its contribution to Sustain-
able Development. This includes transpar-
ency about its management and perfor-
mance in order to improve its relationship
with shareholders, customers, employees,
the society and other stakeholders.

Cemig follows IBGC best practices and
recommendations in order to support a
well-structured corporate governance
model, fostering a relationship of trust and
integrity with stakeholders. In addition,
since 2001, Cemig has followed the Level

1 Corporate Governance practices of B3,
the stock exchange of Sao Paulo.

The decision-making processes of Cemig's
senior management is supported by Tech-
nical Committees. At Cemig, the Advisory
Committees to the Board of Directors are
established by a specific deliberation of
the Board to analyze subjects of their
concern and issue recommendations to be

drawn up in the minutes of its meetings.
The Committees do not have executive
functions or decision-making powers, but
ensure objectivity, consistency and quality
in the decision-making process, analyz-
ing matters of their specialty and issuing
recommendations for decisions or actions
and opinions to the Board of Directors.

It is important to clarify that in 2018 there
were significant changes in Cemig's gov-
ernance structure. Within the review of
the Bylaws, the Corporate Governance and
Sustainability Committees, the Support
Committee to the Board of Directors, the
Human Resources Committee, the Strate-
gy Committee, the Audit and Risk Finance
Committee and the Business Development
and Corporate Control Committee of Sub-
sidiaries and Affiliates were eliminated,
giving place to the current Audit Commit-
tee and Strategy and Finance Committee.
The strategic functions of these dismissed
committees were directed to the compe-
tent managements, responsible for the
respective themes.



The following figure shows how corporate governance is structured in Cemig:

 Shareholders’ agreement

' Bylaws SHAREHOLDERS

- Board of Directors Internal Bylaws MEETING

' Fiscal Commiltee Internal Bylaws

- Code of Ethics EXTERMAL

 Disclosure Policy - FISCAL COMITTEE

- Dividend Policy
' Risk Management and Compliance

ALIDIT Bunﬁu DF
COMMITTEE DIRECTORS

GEMERAL
AND HUSINERR

EXECUTIVE
BOARD

EXECUTIVE
SECRETARY

STRATEGY AND
FINANCE
COMMITTEE

INVEETOR
HELATIONS

CORFORATE
GOVERNANCE
MANAGEMENT

* organization chart as of 12/31/2018

At the Special Meeting held on March 25, 2019, the composition of the Board of Directors
and Board of Executive Officers was amended with effect from April 2nd, 2019. The follow-
ing tables present the composition of the new Board of Directors, Board of Executive Offi-
cers and the composition of the Fiscal Committee on December 31st, 2018. It is important
to note that, according to Cemig’s Bylaws, the positions of Chairman of the Board of Di-
rectors and Chief Executive Officer of the Company cannot be accumulated by the same
person.
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ard of Dir

Effective Members

Antdnio Redrigues dos Santos & Jungueira (majority)

Clederving Belini (majority)

José Arinaldo Magalhfies (majority)

Mircio Luiz Simies Utsch (majority)

Romeu Donizete Rufino (majority)

Marcelo Gasparina da Silva (majority)

Renata Bezerra Cavalcanti (minerity)

Jozé Jodo Abdalla Filho (representative of the holders of preferred shares)

Marcio José Peres (representatives of employees)

Fiscal Committes

Effective Members

José Afonso Bicalho Beltréo da Silva - President (majority)

Marco Anténio de Rezende Teixeira (majority)

Camila Nunes da Cunha Pereira Pauline (majority)

Redrigo de Mesquita Pereira (preferred shares)

Claudic Morais Machado (minority)

Alternate Members

Helvécio Miranda Magalh@es Jonior (majority)

Fldvia Cristina Mendonga Faria Da Pieve [majority)

Wieland Silberschneider [majority)

Michele da Silva Gonsales (preferred shares)

Carlos Roberto de Albuguergue 54 (minority)

Executive Board

Cledorving Beling

Dimas Costa

Daniel Faria Costa

Ronaldo Gomes de Abreuw

Mauricio Fernandes Leonarda Juniar

Paulo Mota Henriques

Reonaldo Gomes de Abreu

[@V]

Position

Chief Executive Officer

Commaercial Director

Director of Management Participation

Director of Distribution and Marketing

Chief of Financial and Investor Relations Officer

Director of Generation and Trangmission

Directer of Buginess Management, temporarily and cumulatively



Additional information on the composition, election, mandate, main responsibilities and
duties of the Board of Directors is available on Cemig’s Investor Relations website'*. The
Bylaws are also available on this website.

On an annual basis, Cemig holds its Annual Shareholders’ Meeting (ASM), which must take
place until the end of April, in accordance with Bylaws and current legislation. The Special
Meetings (SM), in turn, may occur several times throughout the year, whenever necessary.

Both are called at least 30 days in advance, through the Investor Relations website of
Cemig and the Securities and Exchange Commission (CVM, Comissao de Valores Mo-
bilidrio'®), as well as in national newspapers.

In 2018, in addition to the ASM held on April 30, five SM were held. The dates on which
these Meetings were held and a summary of their main decisions, recorded in official min-
utes, can be verified on the IR website'®. On March 25, 2019 a Special Meeting was held,
which approved, among others, the reform of the Bylaws and the recomposition of the
Board. Other Meetings dates already scheduled for 2019 are disclosured in Cemig Corpo-
rate Events Calendar'".

Opinions, suggestions and recommendations regarding the meetings can be sent to the
email address ri@cemig.com.br, also available on the Investor Relations website of the
Company.

Cemig's executives and directors are remunerated in accordance with the Bylaws. The
aggregate or individual amount of the remuneration of the Board of Directors, the Board of
Executive Officers and the Audit Committee shall be set by the General Meeting, in accor-
dance with the applicable legislation, being prohibited the payment of participation, of any
kind, in Cemig'’s profits to the members the Audit Committee and the Board of Directors,
except for the member representing the employees.

4 Available at http://www.cemig.com.br/pt-br/a_cemig/quem_somos/Paginas/estatutos_e_regimentos.aspx
5 Available at http://www.cvm.gov.br/

6 Available at http://ri.cemig.com.br/enu/s-4-enu-2018.html

7 Available at http://ri.cemig.com.br/enu/s-21-enu.html
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At the Annual Shareholders’ Meeting held on April 30th, 2018, the following changes were
approved in the payment policy in force in 2017 (described in the minutes of the Annual
Shareholders’ Meeting of May 12, 2017):

The annual global amount for compensation of management and fiscal directors,
comprising the Board of Directors, the Board of Executive Officers and the Fiscal Com-
mittee, is limited to BRL 33,000,000.00, including health insurance for the Officers, to
be hired according to the same standards of the Health Plan in force for Cemig em-
ployees and variable remuneration. The monthly fees of the Chief Executive Officer is
limited to the amount of BRL 85,000.00 and the other Officers, individually, amounting
to BRL 67,000.00, correcting, accordingly, in the same proportion, the current values
perceived by the Officers as payed leave, bonuses and other benefits.

It was established that the monthly remuneration of each of the effective members
of the Board of Directors (excluding Directors who hold the position of Officers) is
equivalent to thirty percent of the remuneration of the Chief Executive Officer to the
Chairman of the Board of Directors, BRL 25,500.00 and thirty percent of what, on av-
erage, receive the other Cemig’s Officers for the other effective members, that is, BRL
20,590.90.

It was established that the variable remuneration of the Officers and targets and
performance indicators for their calculation are stipulated by the Human Resources
Committee of the Board of Directors, amounting to the global annual amount men-
tioned above.

Board of Directors

In 2018, the Board of Directors had nine effective members. Among the effective members,
the Chairman and the Vice-Chairman will be chosen by their peers at the first meeting of
the Board that will take place after the election of its members. The elected Directors shall
have a unified two-year term, with a maximum of three consecutive renewals, subject to
the requirements and prohibitions established in the applicable legislation and regulations,
and may be removed at any time by the General Meeting. The employees are assured the
right to elect a member, observing the provisions of Law No. 12.353, of December 28, 2010,
whichever is applicable.

In the formation of the Board of Directors, at least 25% of the members must be indepen-
dent or at least one, if there is a decision for the exercise of the multiple voting power by
the minority shareholders. Among the acting Directors (on December 31st, 2018), seven
have independent advisor characteristics by the DJSI criteria and six have independent
advisor characteristics by the IBGC criteria. Diversity is not currently considered for the
formation of the Committee.
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The attributions of the Board of Directors are described in the Internal Regulations of the
Board of Directors. This document, available on Cemig's website18, requires the Board of
Directors to meet reqularly, at least once a month, to analyze the results of Cemig holding
company and its wholly-owned subsidiaries, controlling companies and affiliates, and other
matters included in the agenda. And, extraordinarily, by calling of its Chairman, its Deputy
Chairman, a third of its members or when requested by the Board of Executive Officers.

The matters submitted by the Board of Executive Officers, for inclusion in the agenda,
issued by Proposal for Resolution by the Board of Executive Officers and/or the Board of
Directors (PD), shall be accompanied by recommendations, reports, opinions and, as the
case may be, a statement of Cemig Multi-Year Business Plan and included in the annual
budget.

The Directors must always attend the meetings previously prepared, by examining the doc-
uments made available and participating actively and diligently. Any further clarification
on the matters to be resolved at the meetings may be requested by any Adviser, in writing,
to the Management of the General Secretariat and Corporate Executive Secretariat, and
Cemig shall provide such clarifications or send complementary documents until the begin-
ning of the meeting.

In 2018, the Board of Directors met 31 times for resolution on various matters, including
strategic planning and investment projects. The summary of the decisions and the extract
of the minutes of the meetings can be seen here. At the beginning of each meeting, the
Directors are invited to express their opinions in the event of a conflict of interest.

Cemig’s Strategic Planning process is conducted by the Board of Directors, with the partic-
ipation of the Executive Board, beginning with the definition of the strategic fundamentals,
represented by the Mission, Future Vision, Values, Master Plan and Strategic Guidelines.
The Board of Executive Officers is responsible for presenting to the Board of Directors,
which is responsible for its approval, the Business Plan for the following annual exercise
and the Long-Term Strategy, updated with risk and opportunity analysis for at least the
next five years. Cemig’s Long-Term Strategy, Multiyear Business Plan and Annual Budget
will be reflected in all plans, projections, activities, strategies, investments and expenses
of the holding company and its wholly-owned subsidiaries, controlled companies, affiliates
and consortiums in which it participates, directly or indirectly.

'S Available at http://ri.cemig.com.br/static/enu/regint_cons_administracao.asp?idioma=enu
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Each year, Board of Directors members are submitted to individual and collective perfor-
mance self-evaluations, aiming to improve their functions, observing the following mini-
mum requirements:

presentation of the acts of management practiced, as to the lawfulness and effective-
ness of the administrative action;

contribution to income for the year;

achievement of the objectives established in the Multi-Year Business Plan and compli-
ance with the Long-Term Strategy and Annual Budget.

The Audit Committee shall verify, independently, the compliance of the process of evalua-
tion of the managers, the members of the advisory committees to the Board of Directors
and the members of the Fiscal Committee.

Board of Executive Officers

Cemig’s Board of Executive Officers has seven officers, whose functions are established
in the Company’s Bylaws. Its members are elected and dismissed at any time by the Board
of Directors and have a two-year term of office, and may be reappointed up to three times.
The Officers are allowed the concurrent and unpaid exercise of management positions in
Cemig’s wholly-owned subsidiaries, controlled and affiliated companies.

103-2:201 103-3:201

The Board of Executive Officers shall observe and comply with targets and limits estab-
lished by the Board of Directors, relating in particular to indebtedness, liquidity, rates of
return, investment and requlatory framework. In this sense, it is the role of the executive
officers to coordinate and manage the Company’s work, as well as all strategic and institu-
tional activities of the affiliates, subsidiaries and consortia of which it is a member.

Responsibilities at the executive level for economic, environmental, and social topics
permeate the entire executive structure. The financial and economic issues are the respon-
sibility of the executives appointed by the Finance and Investor Relations Management to
answer for the four superintendents that compose that board (Controllership, Planning and
Corporate Control, Investor Relations and Corporate Finance). Environmental issues are
the responsibility of the executive appointed by the Vice-Chairman to occupy Environmen-
tal Management and Strategic Planning Management. Social issues are the responsibility
of the executive appointed by the Board of Institutional Relations and Communication to
occupy the Management of Coordination of Relations with Public Agents, the Personnel
Management Board to occupy the Management of Human Relations and Human Resourc-
es and the Vice Presidency to occupy the Management of Strategy Planning and Manage-
ment.
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In 2018, the Board of Executive Officers met 65 times in order to discuss solutions and
strategies for the best performance of the Company in all its areas of activity.

Fiscal Committee

The Company also has a permanent Fiscal Committee, which is responsible for the attri-

butions established in applicable Brazilian legislation, as well as in the laws of countries

in which Cemig's shares are listed and traded, if not in conflict with the Brazilian law. The
Fiscal Committee is multidisciplinary and is made up of five effective members and their
respective alternates. The members of this Committee are also elected by the Sharehold-
ers’ Meeting for two-year terms.

Primarily, the Committee monitors the acts of managers and verifies the fulfillment of their
legal and statutory duties, as well as giving their opinion on the annual report of the man-
agement, stating in its opinion the additional information deemed necessary or useful for
the deliberation of the Shareholders’ General Meeting.

At the same time, the Committee is responsible for examining all non-operational com-
plaints forwarded by the Ethics Committee. The complaints are received through an elec-
tronic system available in Cemig’s Intranet environment, the Complaints Channel, and are
analyzed. The Fiscal Committee shall propose treatment actions conducted by Internal
Audit.

In 2018, the Fiscal Committee met 17 times.

Audit Committee

The Audit Committee is an independent body, with its own budget, with a consultative and
permanent nature. Its purpose is to advise the Board of Directors, to which it will report,
and shall also carry out other activities that applicable laws and regulations assign to it. The
Audit Committee has three members, most of whom are independent, appointed and elect-
ed by the Board of Directors at the first meeting held after the Annual Meeting, for a term of
three years, which is not the same,. Re-election is permitted.

The members of the Audit Committee shall participate, when they take office, and annually,
in specific training provided by Cemig. It is forbidden to reapply those who have not partici-
pated in the annual training provided by the Company in the last two years.

The Audit Committee shall verify the conformity of managers evaluation process, members
of advisory committees to the Board of Directors and members of the Fiscal Committee. In
2018, the evaluation process proceeded as planned and the results, approved by the commit-
tee, are used for internal discussions and organizational improvements of the Company.



In addition to performance assessments of current managers and executives of the Com-
pany, the Audit Committee is responsible for conducting a background check of poten-
tial candidates for Cemig’s strategic boards and committees. The background check is a
procedure performed by the Compliance area regarding the professional history and legal
records of all the names indicated to hold strategic positions in the Company.

Cemig has a strict governance structure to
support decision making, adequately sub-
sidized by relevant levels, be their business
areas, representative committees of the
board or the Board of Directors or the Board
of Directors itself.

In these decision-making flows, they take
into account the Precautionary Principle,
especially signaled by Cemig's Corporate
Risk Management Policy and its declaration
of risk appetite, which is also in compliance
with legal and regulatory precepts that
regulate activities of the electricity sector in
Brazil.

Cemig has a program for risk management,
which allows to map and evaluate strate-
gic risks and operational processes. This
program consists of an integrated tool with
multidisciplinary processes, coordinated
by the risk management department, which
provides technical support to the different
areas of the Company. The objective of the
program is to provide senior management
information to make decisions regarding
risks and opportunities of greater relevance.

The modeling and analysis of operations
from the point of view of risk management
aim at: (i) favor the achievement of the goals
set by Cemig; (ii) improve performance; (iii)
reduce costs and losses; and (iv) optimize
investments in the control of activities.

(O8]

Cemig has a risk management software,
SAP RM (Risk Management) that enables
the process of risk mapping to be done
continuously, as the main activities related
to risk register and management are carried
out in the SAP RM.

Risk management classifies identified risks
as (i) process risks, which are those related
to intra-managerial operations, limited to the
activities of each process; (ii) macro-pro-
cess risks, inter-managerial risks, whose
impacts include different processes of the
Company; and (iii) top risks, which are mac-
ro-process risks that may directly impact the
Company'’s strategy.

Besides the classification listed above, risks
are also categorized as Economic-Financial,
Business, Legal Compliance, Compliance,
Operational and Socio-environmental. Eco-
nomic-Financial risks are those due to inef-
fective management and control of the or-
ganization'’s financial means, and influenced
by external factors (e.g. credit availability,
exchange rates, interest rate movements,
etc.). Socio-environmental risks are those
due to the deficient or inadequate environ-
mental and social management, impacting
on the environment and on the society. It
also contemplates the potential effects of
climate change on business, which may hin-
der new ventures or expansion of productive
capacity.



Cemig's risk management process

Corporate risk management enriches management dialogue by adding insights to the
strengths and weaknesses of a strategy in case of a context change, as well as assessing
the alignment of the strategy with the organization’s mission and vision. Risk management
planning considers factors that may present risks to the health and safety of employees,
suppliers, customers, the general population and the environment. Eventually, opportuni-
ties are identified and developed in accordance with the Company’s interests, especially
regarding process efficiency.

The Committee of Sponsoring Organizations of the Treadway Commission - COSO, a world
reference in the theme, stresses the importance of considering corporate risks in both
strategy definition and follow-up. This approach to risk with strategy allows the organiza-
tion not only to anticipate and understand that changes can go beyond the generation of
potential crises, but also to create opportunities.

Corporate risk management integrates Cemig’s Corporate Governance practices and has
as its main activity the mapping of Top Risks. When a Top Risk is mapped for the first time
in Cemig, the following steps must be followed:

identification - understanding the scope, causes and impacts of the risk;

quantification - estimation of the probability of occurrence of risks, as well as the po-
tential loss caused by the impacts identified in the previous step;

treatment - survey of all actions and controls to mitigate risk, as well as the mitigating
effect of these actions on the impacts mapped,;

monitoring - insertion of risk in the corporate tool, monitoring of self-evaluations of
controls and mitigation initiatives and validation of risk with its supervisor.

When there is a need to review a risk that has already been mapped, all information is
updated by the system. After the risk is mapped, a report is generated containing the main
information about that risk, called Risk Report.
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The Corporate Risk Monitoring Committee (CMRC, Comité de Monitoramento de Riscos
Corporativos) is part of Cemig’s risk management process, whose main duties are:

Recommend, for approval by the Board of Executive Officers, guidelines and proce-
dures to be adopted in the Corporate Risk Monitoring Process, aiming effectiveness
and continuous improvement of the process;

Continuously monitor the scenario in which the Company is inserted, as well as its
corporate risk matrix, in order to identify the main risks and recommend priority miti-
gating actions to be proposed to the Board of Executive Officers;

Monitor the structure of internal controls and actions taken to minimize the occur-
rence of events that compromise the achievement of Cemig strategic objectives.

In 2018, the mapping of the Top Risks continued to be guided by themes that were pri-
oritized by CMRC and validated by both the Board of Executive Officers and the Board

of Directors, covering the Holding, Distribution, Generation, Transmission and Marketing
business and registered in SAP RM. The Risk Matrix is approved by the Board of Directors
every year.

The Board of Directors approved the top risks mapping process, prioritized during 2018
within the company’s risk management processes. In this process, the probabilities of risk
materialization are estimated according to their causes and severity of their consequenc-
es. A survey of both control activities and mitigiation activities for each risk is also carried
out. The Top Management is updated on the Top Risks, as well as on the risk treatments
suggested by the CMRC, periodically, or when necessary.

Cemig’s current risk management policy is a public document, approved by the Board of
Directors, which guides not only the companies Cemig D and Cemig GT, but also all the
wholly-owned subsidiaries. This policy is guided by principles that translate the best mar-
ket practices, explaining the risk appetite guidelines and being especially aligned with the
“Three Lines of Defense” governance model.

The “Three Lines of Defense” model is a simple and effective way to improve risk man-
agement communication and internal controls by clarifying key roles and responsibilities,
helping to ensure the continued success of risk management initiatives.



Three Lines of Defense Model

je——

LAW MO 12,846
ANTI-CORRUPTION

O

1* Line 2 Line 3-Line oS
g uDefense ﬁ;mw_ _ﬁm

FINARCIAL CONTROL

—
[=1
=
[==1
-
0=
=
=4
—l
=
(=]
Lia
0=

OTHER APPLICADLE

BAFETY [EHVIRGHMENTAL
BAFETY, ETC)
RIGH MANAGCMENT BHTERMAL
COMTROL I INTLRHAL AT
PROCESS CONTROL THIALITY
AREAS MEASURES BRECTION
____________________ . I . ......
' COBAPLLANCE
v INTERMAL COMTROLS =~ | [
.......... J ..l.-.-...-.-.-.........-
L >

The holder of each risk and/or internal control is responsible for managing its own risk
and/or control mechanism. The departmentes of Compliance, Risk Management and Inter-
nal Controls are responsible for coordinating the respective processes in Cemig and sup-
porting the holders of risks and controls. The Internal Audit is responsible for periodically
verifying compliance and effectiveness of the internal control, compliance and risk man-
agement systems.

Safety of Dams

Given the current scenario of questioning and insecurity regarding the stability of dams, it
is important to highlight the actions and programs that Cemig developed to mitigate risks
linked to the operation of dams.

In order to address one of its main water risks and ensure the safety of the dams operated
and maintained by Cemig, the company uses a methodology based on national and inter-
national best practices, also in view of Federal Law No. 12.334/2010, which establishes
the National Dams Safety Policy, and its associated regulation (Normative Resolution No.
696/2015 of ANEEL)'.
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In this context, the procedures for field inspection, collection and analysis of instrumen-
tation data, elaboration and updating of dams safety plans, planning and monitoring of
maintenance services, analysis of results and classification of civil structures are contem-
plated. Based on the classification of structures, the frequency of safety inspections and
monitoring routine are established.

The vulnerability of each dam is automatically calculated continuously and monitored

by the Dam Safety Specialist System (Inspector). The software was originally developed
through an R&D project, being equipped with anomaly georeferencing tools that allow a
global analysis of the behavior of each dam as well as systemic analyzes of the portfolio.
The Inspector is currently undergoing an update, aligned with technological developments
and new regulatory requirements. It also incorporates risk management concepts.

Dams management activities also include periodic safety reviews, which may involve, in
addition to Cemig’s professionals, a multidisciplinary team of external consultants, when
all safety-related issues are carefully verified.
Also as part of these activities, Cemig prepared the specific Emergency Action Plans (PAE)
for each dam, a new Proximity Program?® Proposal, the creation of the “Working Group:
Dam safety of hydroelectric power plants operated and maintained by Cemig GT” and the
construction of the Crisis Management Plan with the dams.
I. EMERGENCY ACTION PLANS
Cemig was the pioneer in Brazil of emergency action plans preparation for the collapse
of dams, and began to study the theme in 2003. Currently, specific PAEs are available for
each dam, covering the following items:

identification and analysis of possible emergency situations;

malfunction identification procedures or potential collapse conditions;

notification procedures;

preventive and corrective procedures to be adopted in emergency situations;

responsibilities; and

dissemination, training and updating.

9 The holder of each risk and/or internal control is responsible for managing its own risk and/or control mechanism. The departmentes
of Compliance, Risk Management and Internal Controls are responsible for coordinating the respective processes in Cemig and sup-
porting the holders of risks and controls. The Internal Audit is responsible for periodically verifying compliance and effectiveness of the
internal control, compliance and risk management systems.

20 In portuguese, Programa Proximidade.
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The PAE targets two audiences:

Internal PAE: document in which all the detection, prevention and correction proce-
dures to be adopted in an emergency situation are described. The document aims to
provide a relative degree of certainty and agility in the decision making, by the tech-
nical staff involved, and, as far as possible and adequate, to preserve the structure of
the dam, preventing the accident;

External PAE: document in which the interfaces between the Company and the exter-
nal public are established during the emergencies detected.

In compliance with Aneel Normative Resolution No. 696/2015, the internal PAEs are being
handled by the company’s responsible management for the operation and maintenance of
the hydroelectric power plants. The PAEs are made available to enterprises and dam safe-
ty technical personnel and civil maintenance.

The external PAE should be available in the ventures, in the municipalities involved, as well
as with the competent authorities and civil defense organizations.

The external document focuses on presenting the risk of flooding caused by ordinary
floods and possible dam collapse events. The objective is to establish a culture of read-
iness for flood situations in the communities living along the river banks where Cemig’s
power plants are located.

In 2017 and 2018, a total of 18 External PAEs were delivered, encompassing 60 municipal-
ities. During 2019, another 24 External PAEs will be delivered to approximately 45 munici-
palities.

Periodically, internal trainings of these PAEs are carried out, which can be based on discus-
sions or operations. The first one can be implemented via seminars, workshops, tabletop
exercises or games, while those that are based on operations can be drill or carried out
through simulation. These trainings aim to evaluate the PAE and propose improvements,
especially in terms of communication flows and the decision-making process.

IlI. PROXIMITY PROGRAM?!

In 2018, Cemig continued its policy of strengthening the relationship with external stake-
holders for emergency situations, especially with the Municipal Protection and Civil De-
fense Coordination (COMPDEC).

In accordance with National Dam Safety Policy, and its associated regulations, Cemig will

implement an alert/alarm strategy and means of communication, in the communities that
may be affected by emergency situations arising from dam collapses.

2! |In portuguese, Programa Proximidade.
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Within the new work proposal of the “Proximity Program”, a program of relationship with
communities around Cemig reservoirs, a work plan is aligned with State Civil Defense Co-
ordination of Minas Gerais (CEDEC MG) for all the COMPDEC involved.

In this plan, the COMPDECSs are addressed at least twice: a first meeting to prepare the
PAE, promoting an alignment of information on legislation, entity obligations and work
schedule and a second meeting, where the PAE will be delivered with studies of flow prop-
agation, defining the flood zones. Such a product will subsidize the COMPDEC teams in
their emergency scenarios of dam collapse for the Municipal Contingency Plans and will
allow to establish means of mitigation of material damages and lives losses.

In order to improve the perception of risk and allow Municipal Contingency Plans to be
developed with better technical content, in 2018, Cemig carried out, through a specialized
company, surveys of topography for the preparation of the cartographic base of down-
stream valley of 43 hydroelectric power plants. The project under development also allows:

perform estimation of hydrograph collapse;
propagation of ordinary flood and collapse flows simulation;
develop thematic maps;

a preliminary study of mass notification system and estimated population reached.

In addition, the Proximity Program will have a community and COMPDEC relationship mo-
bile application. The application will contain hydrological, operational and climatological
information in real time, which will serve as a working tool for COMPDEC teams.

By 2019, the plan is to held approximately 40 meetings involving some 500 COMPDEC
agents.

The gain of the approach adopted by Cemig is the disclosure of the impacts caused by the
natural floods, contributing to greater safety of the riverine populations and, consequently,
contributing to plans and projects that aim to support an effective reaction to the resil-
ience of the cities to the flood events, and overcoming its effects.

I1l. WORKING GROUP: SAFETY OF DAMS FOR HYDROELECTRIC
POWER PLANTS OPERATED AND MAINTAINED BY CEMIG GT

The “Working Group: Safety of dams for hydroelectric power plants operated and main-
tained by Cemig GT” aims to increase the integration between different areas of the Com-
pany. Its work was completed in December 2018, and several initiatives to identify vulnera-
bilities, risks and mitigation actions were developed. Among the activities of the group, the
Crisis Management Plan was built.
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IV. CRISIS MANAGEMENT PLAN
The Dams Crisis Management Plan aims to:

Formalize synchronized actions that will be taken in case of emergencies with dams, in
order to avoid human losses and reduce material losses;

Ensure continuity of company’s activities;

Prevent the organization’s critical business processes from being affected,;
Preserve the image;

Provide information to various publics and;

Minimize impacts on the potentially affected population.

Throughout 2019, the Crisis Management Plan will be implemented with the company’s se-
nior management and together with regional offices for decentralized actions.

Cases of corruption, legal nonconformities and/or information of a dubious nature contradict
Cemig’s commitments and corporate vision, and may have significant economic impacts on
the company because of its potential to compromise its reputation. In addition, such cases
may interfere with the ability of stakeholders to evaluate and make informed decisions about
Cemig. The instability generated by any misconduct of the Company and its representatives
presents a risk to the business and, therefore, stands out as a priority material topic for Cemig
and its stakeholders.

The Ethics and Transparency section presents information about Cemig’s performance in man-
aging this issue and the important implications for the Company'’s activities and processes.

Cemig's exposure to potential occurrences of this nature is a result of its business relations
and its status as a mixed-economy company. For this reason, the issue is treated with due
seriousness through internal processes and specific mechanisms of risk identification, man-
agement and other preventive/corrective measures.

103-1:205 | 103-2:205 103-3:205 205-2 102-17 205-1

Cemig has a process in force that identifies risks associated with fraud and corruption in its
activities. It also applies tools and mechanisms to prevent the materialization of these risks,
as well as procedures to deal with specific cases. All Company’s operations are evaluated
against these risks.
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In 2018, Cemig’s Fraud and Corruption
Risk Matrix was composed by ten risks,
which were related to the probability of
events associated with either fraud, cor-
ruption or conflits of interest take place.
The mapping process of those risks rein-
forces the relevance of this issue to the
Company.

As a signatory of the Business Pact for In-
tegrity and Against Corruption (Ethos Insti-
tute), Cemig has embraced guidelines and
procedures to conduct its activities and
relationship with public entities. The com-
pliance with, and subsequent implemen-
tation and monitoring of the Pact’s guide-
lines, has been improving the management
of the issue within the Company. Among
the improvements are the preparation of a
new regulation of bidding processes and
agreements for the Company; and the cre-
ation of a Statutory Audit Committee and
the linkage of the Compliance and Risk
Management areas to the Presidency.

In order to guide the conduct of its man-
agers, tax advisors, employees, contrac-
tors and subcontractors on external
communication with the press, market,
investors and public agencies, Cemig has
established a Code of Conduct, known as
the Declaration of Ethical Principles and
the Code of Professional Conduct. The
document also presents the Ethical Pro-
cess Management, covering the role of the
Ethics Committee, the process of handling
complaints, the policies of non-retaliation
and non-identification and disciplinary,
punitive and accountability processes.

Ol

Also in this context, Cemig has a Compli-
ance Program - 2016/2018 cycle, approved
by its Board of Directors. The Program has
two main objectives:

Promote an organizational culture to
encourage ethical conduct and com-
mitment to compliance with internal
and external norms;

Prevent, detect and respond to compli-
ance gaps and misconduct.

This Program establishes the guidelines
and means to achieve its objectives,
among which: (i) standards and proce-
dures documentation ; (ii) training and
communication to employees; (iii) the
implementation of internal controls; (iv)
availability of channels for consultations
and complaints; and (v) clear definition of
the role of senior management and leader-
ship in the program.

Regarding the communication actions of
the Compliance Program, Cemig actively
discloses information on the ethical cul-
ture in communications disclosed on the
Intranet, where a set of internal rules and
procedures complying with the current leg-
islation is available to all employees.

In addition, thematic communication
campaigns are carried out. In 2018, a cam-
paign was launched to prevent and com-
bat fake news. In this campaign, banners,
posters and stickers were displayed at
Cemig headquarters and offices in Minas
Gerais. Digital media was displayed on
existing communication channels such as
login screen, Intranet, Cemig OnLine and
Energia da Gente (Cemig digital newspa-
per, aimed at the internal public).

Another relevant action is a lecture to
new employees, at the time of their entry,
on general aspects of corporate culture.
Some of them are related to organizational



ethics, such as information security policy,
anti-fraud policy and disciplinary penalties.

Some Compliance actions, such as pro-
moting the culture of compliance, are mea-
sured by the number of employees and
contractors reached by campaigns and
publications, which in 2018 totaled 9,343.
Regarding training, in 2018, 4,064 people
completed the training on “GRC - Gover-
nance, Risks and Compliance: An Over-
view” and 4,866 completed the training on
the Company’s Statement of Ethical Princi-
ples and Code of Professional Conduct.

In order to constantly improve Cemig'’s ap-
proach to Ethics and Transparency, mech-
anisms for assessing the effectiveness

of management and internal controls are
carried out in Internal Audit and External
Audit processes. Audit is based on period-
ic (triennial, annual) plans and is intended
to ensure compliance with internal laws,
standards, rules and procedures.

Cemig also has close contact with its
suppliers to communicate and promote
anticorruption policies and procedures,
paying attention to the fulfillment of these
commitments both in its operations and in
the value chain. Two anticorruption claus-
es, which deal with compliance with rules
of the “Anti-Corruption Law"?? and ethical
principles of professional conduct con-
tained in the Anti-Fraud Policy and in the
“Declaration of Ethical Principles and Code
of Professional Conduct of Cemig,” are
present in all agreements of:

Purchase and sale of assets;

Purchase and sale of energy related to
bidding processes promoted by Cemig;

Loans and financing of operations;

Shareholder's Agreements;
Covenants;

(o)
N

Sponsorship;

Decentralized agreements for procure-
ment of materials and services; and,

Centralized agreements for procure-
ment of materials and services.

Thus, since these agreements cover practi-
cally all of Cemig's suppliers and commer-
cial partners, it is possible to state that all
of them were informed about anti-corrup-
tion rules and procedures that they must
comply with.

Although the Company works to avoid

any type of misconduct, it is necessary

to be prepared to deal with the possible
episodes identified and classified as such.
Cemig has resources that instrumentalize
the registration and treatment of any irreg-
ularities or ethical dilemmas affecting its
operations.

The system that includes the receipt (via
intranet, through the Channel of Anon-
ymous Denunciations and email of the
Ethics Committee), registration, process of
verification and treatment of complaints
and denunciations is applied only to in-
ternal public. There are other channels of
communication available to receive man-
ifestations and complaints from external
stakeholders (physical correspondence
and Ombudsman, via website and tele-
phone), as well as registration procedure
and verification flow.

22 Law No. 12.846/2013, of 08/01/2013



The entire system is under review for articulation of the reception channels, registration
and verification processes, manifestations and complaints from internal and external
stakeholders.

Cemig's Complaints Channel (system available on intranet, Ethics Committee e-mail, phy-
sical correspondence and telephone) preserves 100% of the anonymity of those who com-
plain and denounce, allowing any situation that represents a deviation from the Code of
Conduct to be reported. In 2018, Cemig received 182 complaints, all of which were sent for
verification. After completion, the replies were made available to the complainants. The
complaints must be filed within a maximum period of 60 days.

Business Relationship 15 3 8

Health and Safety 10 Li] 1
Carporate Infrastructure 5 0 5
Material handling 5 ('] 5
Others a2 1 33
People Management 20 3 23
Suppliers 32 1 a3
Misconduct 4 4 8
Gomplaint invelving Human Rights 0 0 o
Complaint invelving Opportunity Equality 26 L] 26
Camplaint involwing Gender Equity 1 0 1
Total 170 12 182

All of the complaints are considered relevant when they are first received. During the pro-
cess of verification and investigation, they are classified and treated according to their
content, for the purpose of applying disciplinary measures, when diversion of conduct is
ascertained and proven.

Due to noncompliance with the Code, 26 warning notices and 21 suspensions were
applied, totaling 47 measures adopted as disciplinary penalties.

In 2018, five employees were dismissed on grounds of misconduct and no public corrup-
tion proceedings were filed against the organization or its employees.

(o)
(O8]



Due to transversality and decentralization of activities related to transparency, compliance
and fight against corruption, it has not been possible so far to accurately determine the
volume of financial or human resources dedicated to this topic.

Cemig does not allocate resources to organizations whose main role is to create or influen-
ce public policies, nor does contribute to political campaigns, political organizations or
tax-exempt groups whose function is to influence political campaigns or legislative activi-
ties, including chambers of commerce, rcommercial registries and such. It also does not
register lobbyists or lobby groups.



Dalva Sonali (Technology and Innovation)

6. STRATEGY

Cemig’s Long-Term Strategy is consists of long-term guidelines and is reviewed every five
years. The Multi-Year Business Plan involves strategic drivers, indicators, goals and initiatives
of the holding company and business, and is subject to annual reviews.

In 2018, after a year of reflection on business strategies, analyzes and discussions were car-
ried out on the scenario in which the Company operates, its availability of resources and the
necessary skills to face market opportunities. Due to these reflections important references
for the review of the Company's strategy were defined.

Considering the results of this reflection and analysis, the Board of Executive Officers present-
ed to Board of Directors the multi-annual Business Plan and the update of the long-term strate-
gy with analysis of risks and opportunities.

On November 27th, 2018, the Board of Directors approved Cemig’s new strategic planning,
comprising the Long-Term Strategy (2019-2040) and the Multi-Year Business Plan (2019-
2025). Cemig's Strategic fundamentals (mission, vision and values) have been updated as
well as Cemig’s directives, drivers, indicators, goals and initiatives: Generation, Transmission,
Distribution, Marketing and Distributed Generation.
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Cemig’s Strategic Planning

VISION ------------

Being among the thres bast
integrated groups of Brazil's electric
power In governance, financial
health, asset parformance and
cuslomer salisfaction.

[Qiwwwwy, | pwnwe]]

Do

/|\

MISSION ---------- o

To promote integrated clean
energy solutions accessible 1o
society in an innovative,

suslainable and competilive way.

O---- -0

7&\

/

-g\

STRATEGIC
INITIATIVES

Cemig has incorporated the concept of strategic planning based on the belief that each
goal should have a business-focused purpose. For this objective, six dimensions were
defined to be monitored through indicators and targets associated with Cemig’s holding

company and business.
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Goal Classification

A8

SHAREHOLDERS

GOALS WITH .
CHALLENGE PURPOSE runu?

Business

Goals

Business assets
and operations

Cemig has incorporated the concept of strategic planning based on the belief that each
goal should have a business-focused purpose. For this objective, six dimensions were
defined to be monitored through indicators and targets associated with Cemig'’s holding
company and business.

Following this concept, Cemig presents, in the table below, the goals outlined for 2018
results, updates and redefinitions. It is important to highlight that the table does not dis-
closure all of the Company’s goals, since some of them are confidential because they are
strategic for the business.
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Subject

Performance in 2018

Goal Redefinition or Update

Bisdiversity

Communities
and social
investment

Economic
performance
and linancial
aquilibrium

Eca-
efficiency

and
envirenmental
management

Incarporate, until 2014, the Integrated Yegetation
Management methodalogy as the standard procedure for
opening Transmission Lines passing lanes,

Annually, carry oul the Cemig Circuit of Urban Arborization

To have at most 819kg of affected biomass by 2021, This
goal will be reached in a stlepwise manner. 2018: 859kg;
2019 B4Skg; 2020 B32kg; 2021° 819kg

To have, by 2021, 35% of employees participating in the Al6%
Program.

Complete the preparation of Cemig's Sustainability Plan in
2019,

Present, in December 2019, a net debi/EBITDA ratio of less
tham 3.5.

Al the end of 2019, to have an EBITDA between BEL 5,133
billion and BAL 4,733 billion.

Distribute, in 2018, at least 50% of the Net Income in the
farm of dividends.

Maintain, in 2018, the consolidated indebtedness of the
Company in an amount equal 1o or less than twe (2) times
the EBITDA (earnings before interest, taxes, depreciation and
amortization].

Increase, in 2018, cash generation: present EBITDA of at
least BAL 4.3 billion {revised goal).

Reduce, by 2020, the Company's water
based on consumption in 2011,

plion by 4%,

Reduce, by 2020, the electricity consumption by 4%, based on
cansumplion in 2011,

To have, in 2018, the Efficiency Index in the Pewer Plant
Planning (IEPE) greater than 93%.

To have, by 2020, 99% of industrial waste recycled,
regenarated or disposed of,

Reduce, by 2020, the intensity (ton/MWh) of particulate
matter (PM) emissions (rom thermal source by 2% and PM
emissions from vehicular sources by 4%, with 2017 as base
year.

Reduce, by 2020, the intensity (ton/MWh) of Nox emissions
fram thermal source by 1% and Nox emissions from wehicular
sources by 4% , with 2017 as base year.

Reduce, until 2020, the intensity (ton/MWh) of S0x emissions
fram the thermal source by 25%, with 2013 as the base year,
and S0x emissions from vehicle sources by 15%, with 2017
aE the base year.

This type of service was contracted Tor
Cemig GT in 2018, For Cemig O, the
agreements are going through a
analysis process,

I 2018, the Bth Circuit was held in the
city of Lavras, in parinership with the
Federal Universily of Lavras (UFLA) and
was attended by approximately 130
people.

In 2018, the affected biomass was
S04 BBkg. details are presented in the
Blodiversity chapter.

In 2018, 30.3% of the employees
participated in the Al6% Program.

To be calculated in 2019

To be calculated in 2019,

To be calculated in 2019,

The Board of Directars resolved (o
submit to the Annual Meeting, to be
held on 04/30/2019, the proposal ta
allacate BRL 857 million a3 mandatory
minimum dividends to the Company's
shareholders, representing 51'% of the
net income in 20018,

The Company's indebtednoss al
Diecember 31, 2018 was BAL 14,772
million, a value of 3.9 times EBITDA.

In 2018, the consolidated EBITDA
reached BAL 3,781 million. Although |t
did not reach the target, Cemig's cash
generation grew by 8.28% in 20018,

In 2018, there was a reduction of
62.53% in relation to consumption in
2011,

In 2018, there was a reduction of 11.6%
in relation lo consumplion in 2011.

In 2018, the IEPE result was 93.23%.

In 2018, 99.58% of industrial wagle was
recycled, regenerated or disposed of.

In 2018, there was a reduction of 0.25%
in the emissions intensity of
particulate matter fram thermal source
and &% of particulate matier emissions
from the vehicular sources in relation
1w 2017.

In 2018, there was no reduction in the
NOx amission intensity from the
thermal source.

Regarding NOx emissions from vehicle
sources, there was a &% reduction
compared ta 2017,

In 2018, there was no reduction in the
S50x emisgion intengity from the
thermal scurce. Aegarding 503
emissions from vehicle sources, there
wag a reduction of 9% compared 1o
2017,

The goal remains in 2019,

The goal remains in 2019,

The goal remains until 2021.

The goal remains until 2021.

Distribute at least 50% of Net
Incame in the ferm of dividends
in 2019,

The goal remains in 20019,

The geal remaing until 2020,

The geal remaing until 2020,

Ta have, in 2019, the Efficiency
Index in the Fower Plant
Planning (IEPE) greater than
93%.

The goal remains until 2020,

The goal remains until 2020,

The goal remaing until 2020,

The goal remains unlil 2020,



Implement. in 2018, the Cemig Yolunteer Program.

To have, in 2018, the trainning efficiency index in greater
than 75%.

In August 2018, Cemig launched the
Cemig - vock Entrepreneurial Volunteer
Pragram, whose first results ane
detailed in the Community chapter,

Training efficiency index was 90,04% in
2018 In 2016 and 2017, training
efficiency ratio was respectively

Ta have, in 2019, the trainning
efficiency index greater than

s #13% ond 2048 o
To have, in 2018, more than 15 hours of training per In 2018, the Company performed 38.31 Tao have, in 2019, more than 15
employes. haurs of training per employee. haurs of training per employee.
The goal remains, the TFA
{:‘2'1"'3::“ 2021, an accident frequency rate (TFA) of less In 2018 the warkforce TFA was 1,52, should decrease by 1.83 by
" 2021,
. ] ! The goal remains. it is expecied
[T;;:;.EI:;I:} ;".:2?12 the Aneel Consumer Satisfaction Index In 2018, the IASC was 68.41, to avolve by Y59 percentags
: poins by 2021.
M To abtain, in 2018, the Satisfaction with Perceived Quality
MT‘“"“M Index (I50P) greater than B2%. Lzl i Ul
relationship
with
stakeholders To maintain, in 2019, the Quality Index of Contracted e T e T
Services by an least B5%, ’
To obtain, in 2018, the Supplier Performance Index (IDF) of Tao have, in 2019, IDF greater
materials by 80%. In 2018, the IDF of materials was 82%, than B0%.
Reduce, by 2021, the direct emissions (scope 1) of 18, th ] od% )
3:::::::1:;;7: (in tC02e) by 8%, bosed on the verified :: it:ufi‘;ﬂ :;'I::;;]T:m::i;:s_“ The geal remaing until 2021,
Climate
Change
In 2018, there was a 16% reduction in
Reduce, by 2020, the 5F6 loeses percentage by 25%, based ihe SFE lossss h b )
i percentage in relation The goal remains until 2020.
on the actual loss percentage verified in 2018, 10 the cne of 2016,
To have. in 2018, the DEC below 10,58 hours In 2018, the measured DEC woa 10,05 Tao hawve, in 2019, the DEC below
' ! ' ' hours. 10.53 hours.,
To have, in 2018, the FEC below 7.26. In 2018, the meagured FEC was 5.06. ;”z:'h":;‘:: 2019, the FEC below
Quality of The logzes measured in 2018 totaled To have, in 2019, total logses
power supply To have, in 2018, total losses lower than 11.75%, as 12.48%. Cemig has directed efforts to lower than 11.75%,
established by the regulatory goal, improve the manageable factors, established by the regulatory
aiming a1 meseting the goal. gaal.
In 2018, BAL B25.5 million were The goal remains, the amaunt
Make invesiments of BAL 4.5 billion between 2018 and 2022 invested in the POD, out of a total of to be invested by the end of the
under the Distribution Development Plan (FDD). BAL 1.062 billion approved for the period in 2022 is equivalent to
year. BAL 3.674 billian.
. P ’ . The disbursement goal between
[D;;I&]u:u BRL 250 million in research and development ;:entull.l amount disbursed in 2018 far 2019 and 2023 is BAL 440 3
N projects was BAL 59,998,492 &7 millian
Technology,
Innavation
and energy

alternatives

Invest, in 2018, the amaunt of resources equivalent to 0.30%
of Net Operating Revenue (ROL) in research, development and
innavation (INOV index).

In 2018, 0.51% of the year net revenue
was allocated 1o research, development
and innovation.

Inwest, in 2019, résources
equivalent 1o 0.30% of Net
Operating Aevenue [ROL) in
research, ﬂd“lﬂpl‘l‘l!l‘ll and
inmovation (INOV index).

' This amount refers to the set of selected projects that were under the contracting process in 2018. This set of projects will take place
between 2018-2022 (we have projects up to 48 months in duration). Therefore, the expectation of realizing this value is in the duration
of these projects.
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The follow-up dynamics of Multi-Year Business Plan are based on the long-term strategic
guidelines (2019-2040) and, as a guide, the strategic drivers defined for the holding and for
business (2019-2025). The target is indicators and goals to achieve, and strategic initia-
tives help achieving results.

Follow-up Dynamics of the Multi-year Business Plan

\
STRATEGIC INDICATORS STRATEGIC
DRIVERS OND GOALS INITIATIVES

[ opso P

Cemig’s concessions for resources and infrastructures exploitation in areas of generation,
transmission and distribution of electricity and gas are one of the most valuable intangible
assets of the Company. The activities of the Cemig Group are supervised and regulated by
ANEEL, under concession agreements of the Federal Government.

The concession agreements grant Cemig and its subsidiaries the right to operate electric-
ity and natural gas services in their territories. In electric power generation, concessions
are given for each power plant. In the distribution, electricity and gas, concessions are
given by municipality, where the concessionaire now holds the service monopoly.

Concession/authorization agresment

Hydroelectric Power Plants

Emborcagio {1} Cemig GT aringeT juldzs
Nova Pante (1) Cemig GT o7/1997 juli2s
Santa Luzia (1) Cemig GT aringst febf26

54 Carvalho (1) 54 Carvalho a/zon4 dec/24
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Rosal (1)

Machadoe Mineiro (1)

Salte Velto (1)

Saltc Paracpeba (1)

Salto do Passo Velho (1)

SHP Pai Joaguim (1)

Queimado (Consartium]) (1)

Salto Morais (1)

Rio da Pedras (1)

Luiz Dias (1)

Foge Fundo (1)

Sdo Bernardao (1)

Xicho (1)

Trits Marias (2]

Salte Grande (2)

Itutinga (2}

Camargos (Z)

Corgnel Damiciana (2)

Joazal (2)

Marmelos (2]

Faciéncla (2)

Fieu (2}

Dona Rita (2)

Ervélia (2)

Neblina (2)

Peti (2)

Sinceridade (2}

Trengueiras (2)

Rosal Energia

Horizantes Energia

Cemig SHP

Cemig GT

Cemig GT

Cemig GT

Cemig GT

Cemig GT

Cemig GT

Cemig GT

Cemig Geragho Tris Marias

Cemig Geragdo Salto Grande

Cemig Geragdo Iutinga

Cemig Geragdo Camargos

Cemig Geragho Sul

Cemig Geragho Leste

ol

anriesT

Resolution 331/2002

Autharizing Aesolution No. 377,/2008

08/ 1957

02/2013

02/2013

OZf2013

02r2013

0Z/I013

0zrz013

0arIne

09/2016

172016

11/2016

V22006 and 13/2016

1472016 and 15/2016

may/3a2

julizs

oct/30

oct/30

oct/30

apri3z

jan/33

julszo

sapt/i4

aug/Is

aug/s

augris

aug/s

jans a6

jansa6

jans a6

jansa6

lansag

jan/46



Cajurd (2)

Gafanhoto (2) Cemig Geraglo Deste 16/2016 jan/a6
Martins (2)

Thermoelectric Power Plants

igarapé (1) Cemig GT T 18e7 aug/4
Power Transmission

Basic Metwork (3) Cemig GT 0061997 jan/43
Substation - SE Hajuba (3) Cemig GT Ta/2000 octf30
Power Distribution (4)

QOZA1997 00341997 D04 00T

Q05,1937 tecy4n

Cemig D

Gas Distribution (4)

Gasmig State Law Mo. 1.021/1993 jan/53

(1) They refer to power generation concession agreements that are not within the scope of ICPC 01/IFRIC 12 whose infrastructure as-
sets are recorded as fixed assets because the grantor does not control the price of the services rendered, being its Power commercial-
ized mainly in the Free Contracting Environment (“ACL’, Ambiente de Contratacao Livre).

(2) They refer to power generation concession agreements whose revenue related to the granting bonus is within the scope of ICPC 01/
IFRIC 12, and is classified as a financial asset of the concession.

(3) They refer to power transmission concession agreements that are within the scope of ICPC 01/IFRIC 12, within the financial asset
model, and the recognition of revenue and costs of works related to the formation of financial assets through incurred expenses. The
indemnifiable financial asset is identified when the infrastructure implementation is finalized and included as remuneration for the
infrastructure implementation services.

(4) They refer to concession agreements that are within the scope of ICPC 01/IFRIC 12 and whose concession infrastructure assets are
recorded according to the bifurcated model between intangible assets and financial assets.

In the generation business, Cemig and its subsidiaries sell energy through auctions for
distributors to meet the demands of their captive market (Regulated Contracting Environ-
ment) (“ACR”, Ambiente de Contratacao Regulado) and sell energy to free consumers in
the Free Contracting Environment (“ACL", Ambiente de Contratagao Livre).

In ACL, energy is traded through generation concessionaires, Small Hydroelectric Plants,
self-generators, marketers and energy importers. Free consumers are those whose de-
mand exceeds 3 MW at a voltage equal to or greater than 69 kV at any voltage level, only if
supply has started after July 1995.

Concession agreements of Jaguara, Miranda, Volta Grande and Sao Simao hydroelectric
power plants predicted the termination of Cemig concession on November 28th, 2017,
November 28th, 2017, November 30rd, 2017 and May 9th, 2018, respectively. Thus, as from
these dates, Cemig did not account for the results of operations of these power plants.
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Transmission concession agreements au-
thorizes Cemig to charge the transmission
system usage fee (TUST, Tarifa de Uso

do Sistema de Transmissao). Tariffs are
readjusted annually on the same date as
the adjustments of the Annual Revenues
Allowed (RAP, Receitas Anuais Permitidas)
of the transmission concessionaires. This
tariff period begins on July 1st of the year
of publication of the tariffs and lasts until
June 30th of the subsequent year.

Large quantities of electricity are transmit-
ted over long distances using a network of
transmission lines and substations with

a voltage equal to or greater than 230 kV,
called the Basic Network.

Any agent in the electricity sector, who
produces or consumes electricity, is enti-
tled to use this Basic Network, subject to
certain technical and legal requirements.
This is called Free Access, guaranteed by
Law and ANEEL.

The payment to use the Basic Network
also applies to generation of Itaipu Bina-
cional. However, due to legal characteris-
tics of this power plant, the corresponding
charges are assumed by the distribution
concessionaires holding the respective
shares of the power plant’s power.

For transmission concessions, the portion
of assets that will not be amortized during
the concession is recorded as a Financial
Asset since there is an unconditional right
to receive cash or other Financial Assets
directly from the Government at the end of
the term of the agreement.

Cemig D has a concession (from ANEEL)
for the exploration of electricity distribu-
tion activity in most of the State of Minas
Gerais, due in December 2045.

According to the concession agreement,
all the assets and facilities that are linked
to the provision of the electricity distri-
bution service and have been realized by
the utility company are considered revers-
ible, being part of the collection of the
respective concession. These assets will
be reverted to the Government upon ter-
mination of the agreement, after making
the evaluations and determination of the
amount of compensation due to the utility
company, observing amounts and dates of
incorporation into the electric system.

Cemig D does not have compensatory pay-
ment obligations for the exploitation of the
distribution concessions. It is required to
meet the quality requirements and invest-
ments foreseen in the concession agree-
ments. The concession agreement and the
Brazilian legislation establish a maximum
price mechanism that allows three types
of tariff readjustments: (i) an annual ad-
justment; (ii) a periodic review; and (iii) an
extraordinary review.

Cemig D has the right to request, each
year, an annual adjustment, which is in-
tended to offset the effects of inflation on
tariffs. This adjustment allows the Com-
pany to pass on certain changes in costs
to consumers that are outside Cemig D's
control, such as the cost of purchased
electricity and sector charges, including
charges for the use of transmission and
distribution facilities.

In addition, ANEEL conducts a periodic
review of tariffs every five years to identify
changes in Cemig D’s costs as well as to
establish a factor based on gains of scale
applied in annual tariff readjustments in
order to disclosure such gains with Cemig
D consumers.



Cemig D also has the right to request an extraordinary review of tariffs, if unforeseeable
events significantly change economic-financial balance of the concession. The period-

ic review and the extraordinary review are subject, to a certain degree, to the discretion

of ANEEL, although there are pre-established rules for each review cycle. When Cemig D
requests an annual tariff adjustment, it is necessary to prove the financial impact resulting
from these events in the operations.

According with distribution concession agreements, Cemig D is authorized to charge its
consumers a tariff for the energy supply consisting of two components: (i) a portion re-
lated to costs of electricity purchased for resale use of the network basic transmission

charges and non-manageable energy distribution system usage charges (“Costs of Por-
tion A”); and (ii) a portion of operating costs (“Costs of Portion B").

Concessions for the distribution of natural gas are state-owned. In Minas Gerais, natural
gas tariffs are set by a regulatory agency, the State Department of Economic Development,
according to the market segment. The tariffs are composed by a portion of gas cost and a
portion related to gas distribution. Each quarter, tariffs are adjusted to pass on the cost of
gas and once a year to adjust the portion to cover the costs related to the provision of the
distribution service - remuneration of invested capital and cover all operational, commer-
cial and administrative expenses carried out by the Concessionaire.

In addition to these adjustments, in April 2015 the Economic Development Secretariat
sent to the subsidiary Gasmig, the Official Letter SEDE/GAB/No. 303/2014, informing the
schedule for the 1st Tariff Review cycle, which lasted until the second half of 2017. These
reviews shall occur every five years, starting at the end of this first cycle, with the purpose
of evaluating the variations of the Company’s costs and adjusting the tariffs. Thus, the
next review is planned for 2022. The Concession Agreement also provides for the possi-
bility of an extraordinary revision of the tariffs if there are motivations that jeopardize the
economic-financial balance of the Concession.

On December 26th, 2014, the “Second Amendment to the Concession Agreement” was
signed between Gasmig and the Government of the State of Minas Gerais, extending for a
further 30 years the concession term for Gasmig to operate the piped industrial, commer-
cial, institutional and residential gas services in Minas Gerais, changing its maturity from
January 10th, 2023 to January 10th, 2053.
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On June 1%, 2017, Cemig formalized a strategy to restore Company'’s financial equilibrium
through accelerated reduction of its net indebtedness.

The Disinvestment Program was prepared in a scenario of economic crisis that is still rele-
vant in 2018. The objective was to establish a process of sale of assets in accordance with
the following criteria to prioritize the assets to be divested:

assets with greater liquidity;
assets that do not bring short-term returns; and
non-strategic assets and/or minor holdings.

In order to do so, a portfolio was selected that would meet the needs of deleveraging,
considering an expectation of success of at least 50% until the first half of 2018, since the
processes of sale are subject to legal, corporate and regulatory restrictions. Until Decem-
ber 2018, the divestment operations were concluded, amounting to BRL 1,529 thousand,
against an expectation of BRL 4,023 thousand, as shown below:

COMPANY VALUE (BRL MM) SETATUS

RENW‘H‘L’ 17 Divestiture of the wind farm Umburanas
taes%‘bﬂ( 7 Eale of TAESA Units
-'-’._.
lP.p.Hﬂul“I‘[lglﬂl 81 Transfer to TAESA

CIMIG
TELEm 649 Sale of assets

: Divestiture of RME shares in Light,

@ L |g'hT 65 49.99% capital surplus (Nov - 2018)

TOTAL 1,529
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On December 14th, 2018, the Board of Directors approved the maintenance of the activi-
ties related to the Divestment Program. The objective is to negotiate the shares of Cemig’s
subsidiaries for total collection of BRL 5,416 thousand, as follows:

COMPANY INTEREST (%)
One of the main movements, in terms
W ) r of Cemig’s divestment program in 2018,

was the sale of 100% of the assets of the
subsidiary Cemig Telecom. The Company

@Lighf 49.99 1978t sold its telecommunications branch in
November, for a total of BRL 649 million.
c,d 1513 - In an auction held in Belo Horizonte, the

------ American company American Tower and
Algar Solucoes got the two lots offered
GA{MIG L) 43 Li1acs in bidding procedure No. 500-Y12121 of
Cemig Telecom.

Consdrcios

de Ex'ploracﬁo 24.50 212

e Another relevant fact concerns the sale
held by S.A. A Rio Minas Energia Partic-

() e 1109 1oaz ipacdes S.A., a member of Light S.A’s

— controlling block. The mentioned company

Pgoa; a9 1258 sold 4,350 thousand shares, representing
2.13% of Light's capital stock, for a total
amount of BRL 64.5 million.

TOTAL 5416

1 Under evaluation |
2 Market value (B3) on 11/30/2018; BRL 15.68/share
3 Equity value

In addition, the company informs that, with this sale, the sum of the interests of Cemig, RME
and Luce Empreendimentos e Participagdes S.A. in Light's capital stock is now 49.99%.
Cemig reaffirms its decision to divest its entire stake in Light's capital stock, in accordance
with its widely disseminated Divestment Program, in light of market opportunities.

Cemig pursues constant improvement of services provided to its costumers and consum-
ers, at the same time as structures company’s cash flow, balancing finances and conduct-
ing negotiations. Cemig seeks to achieve its main objective: to offer the best quality of
service, prioritizing continuity of energy supply and fast reestablishment in case of emer-
gency occurrences, focusing on final consumers.

06



In order to ensure availability and reliability of electricity supply, Cemig has several initia-
tives focused on the management of distribution assets, such as the Distribution Develop-
ment Plan (PDD, Plano de Desenvolvimento da Distribuigcao), the Master Plan for Automa-
tion and Telecommunications, with short- and long-term objectives, and the Maintenance
Plan, with short-term actions, on an annual horizon?,

Macro-projects of reinforcement and reform of distribution system are part of supply reliabil-
ity. These include investment actions to reduce the number of power outages and consum-
ers affected by each occurrence. It also allows greater operational flexibility to the distribu-
tion system in order to facilitate the restoration of power outages, if they occur, reducing,
thus, duration of interruptions for the final consumers. These actions include the implemen-
tation of new substations, changes of network to more reliable standards and double sourc-
ing in order to serve locations in case of operational contingency.

Via PDD, Cemig prioritizes the investments to be made by the Distributor regarding the
Regulatory Remuneration Base (BRR, Base de Remuneracao Regulatéria) and the prudent
resources management, in the current tariff cycle. The objective is to increase availability
of electricity in a continuous way, with quality, safety and quantity required by customers,
promoting social and economic development in the concession area of Cemig D.

For the new five-year investment cycle, which covers the period from 2018 to 2022, funds
were approved for investments amounting to BRL 4.5 billion, distributed among different
macro-projects. In 2018, the Company invested approximately BRL 825.5 million in cash
(products and services) of a total of previously approved BRL 1,052 billion for this year,
distributed as detailed in the table below.

Macroproject Amount invested (thousand BRL)

Expansion and reinforcement in high voaltage TO.EE4
Customer and accessory service (Cemig interest)®* 51,709
Reform af the high valtage system 657
Operation and maintenance in high voltage 13,458
Aeinforcement of medium and low voltage networks 47 EET
Assistance 1o the urban market in medium and low voltage 114,227
Assistance to the rural market in medium and low voltage 231,757
GComplementary Program (GCemig’s Interest) in low and high voltage BT 4684

% Regarding the indicator EU-06, of the sector supplement linked to the G3 version.

24 According to Normative Resolution ANEEL No. 724, dated September 31, 2016 (Official Gazette, June 7, 2016, section 1, p. 33), the
term “Accessor” refers to the “generating, importing, exporting or distributing center that connects its own premises to facilities owned
by the distributor” Available at http://www2.aneel.gov.br/cedoc/ren2016724.pdf.
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Security of Third Parties (Cemig's Intereat)

Reform of medium and low valtage networks
Operation and Maintenance in medium and low voltage
Change of Measurement/Baorder Measurement
Envwirgnment

Master Plan for Automation of Medium Vaoltage
Telecommunications

Scada Project

TOTAL

Investments in the High Voltage Elec-

tric Distribution System aim to: (i) meet
increased demand for energy from new
and existing customers; (ii) contribute to
decrease the DEC (average time without
power for each costumer) and the FEC
(average amount of times without power
for each consumer is without power); and
(iii) improve safety at Cemig's facilities for
employees, contractors and population as
a whole.

A number of users of transmission lines
(consumer, generator, distributor or im-
porter or exporter of energy, with installa-
tions connected to the electric distribution
system, individually or in association)
were also attended, among which the UFV
(Photovoltaic Plants), which enabled the
connection of 64.3 MW in the electrical
system.

Cemig D meets the requests of medium
and low voltage customers, comprised in
the 774 municipalities in its concession
area, by means of investments foreseen in
the PDD. The Urban Service macro proj-
ect focuses on the investments required
to meet the energy supply demands of
consumer units in the urban area, whose

B.B43
11,835
96.E14
33,508

1.726
45,008
10,038

£l

825,550

service is performed without burden to the
applicant. In 2018, the extension of 379
km of new networks was implemented,
allowing the connection to the electrical
system of 218,237 urban consumer units.

The service to consumer units in rural
areas entitled to service without burden

is carried out through the Rural Service
macro-project. In 2018, Cemig connected
more than 19,000 consumer units, through
the extension of 5,324 km of medium and
low voltage network, investing in the infra-
structure of rural distribution networks.

The connection of consumer units that do
not fit the criteria of free supply of energy
defined by the regulation of the electric
sector is carried out by the Complementa-
ry Service macro-project. In 2018, the elec-
tric medium and low voltage distribution
system received BRL 87.4 million in invest-
ment from Cemig and BRL 159.5 million
from the applicants, as a financial partic-
ipation s. These investments enabled to
connect 7,563 customers and enterprises
in the distribution system of Cemig D.



In order for the electricity distribution
system to absorb all the connections of
customers and enterprises served by the
macro-projects Urban, Rural and Com-
plementary Services, it is necessary to
invest in the distribution assets, such as:
expansion of power capacity, conversion
of single-phase into three-phase network,
interconnectors between feeders, network
reforms and operational contingency
works. The reinforcement and reform of
the electric system is carried out by the
macro-projects of Network Reinforcement
and Network Reform. In 2018, there were
interventions in 495 km of medium and
low voltage networks.

The Third Party Safety macro-project was
defined to eliminate situations of electric
shock risk in Cemig D’s distribution net-
works. This program aims to realize the
necessary investments for the removal of
networks to eliminate the risk of accidents
due to direct or indirect touch or other risk
situations for third parties in the distribu-
tion networks. In the last year, 1,295 facil-
ities were reqgularized, with an investment
of BRL 8.8 million.

The Master Plan for Automation and Tele-
communications concerns the modern-
ization of the distribution system, through
the equipment installation for remote
control of networks and improvement of
the means of communication between the
equipment and the Distribution Operation
Center (COD, Centro de Operagao da Dis-
tribuicao). The greatest benefit of re-con-
nector installation is the increase in opera-
tional flexibility, which reduces the number
of customers reached during interruptions
and also reduces the average duration

of interruptions. These equipments also

69

reduce the number of sustained interrup-
tions, especially in large rural networks
with a large number of customers, whose
service tends to be more time consuming
due to large displacements.

In addition, the re-connectors have digital
controls already adapted to the concept
of smart grid, adding new functionalities,
important for the operation of the electri-
cal system.

In addition, within the scope of this plan, in
2018 the radio network was implemented
in the metropolitan area of Belo Horizonte
and an alternative to satellite communica-
tion in some regions with worse telecom-
munication infrastructure, to increase the
availability of telecontrolled equipment. By
2022, these actions will be intensified and
expanded to other locations in the state.

In addition, the Maintenance Plan consists
of constant actions to guarantee operating
conditions of distribution assets, contem-
plating preventive actions to avoid occur-
rences and supply interruptions, such as
inspections, tree pruning and maintenance
of structures.

These investments ensure the sustain-
ability of distribution business, since: (i)
it generates shareholder value through
profitability and cash generation, (ii) en-
sures customer satisfaction by the securi-
ty of continuous energy supply and by the
achievement of more efficient operational
processes, (iii) meets the quality require-
ments defined by the regulatory agen-

cy and (iv) reduces losses. Cemig thus
ensures the availability of energy to the
market with safety and quality, within the
environmental requirements.



Cemig Distributed Generation

Another relevant fact related to Cemig’s
strategy of investment in generation is the
creation, in 2018, of a new subsidiary of
the Company, Cemig Geragao Distribuida
S.A. - Cemig GD.

Distributed generation is one of the most
developed branches of electricity sector in
the world, and Cemig, through Cemig GD,
intends to position itself in a more relevant
way in this market. The focus of the compa-
ny is on photovoltaic (solar) facilities.The
goal is to deploy, over the next two years,
250,000 kW in distributed generation.

Cemig GD will act in accordance with the
guidelines set forth in the company’s by-
laws. For the market, the company offers
the following activities:

Deploy, install, operate, maintain and
lease enterprises and micro- and
mini-generation distributed equipment;

Formulate businesses, develop phys-
ical, financial products and solutions

associated with energy efficiency and
distributed micro/mini-generation;

Provide consulting, technical advice,
engineering services and develop stud-
ies of installation and leasing of enter-
prises and equipment for distributed
generation and consumer compliance
with the electric energy compensa-
tion system. That includes analysis

of technical, regulatory and economic
feasibility;

Develop businesses, carry out activ-
ities, carry out commercial acts and
provide related, linked or necessary
services, directly or indirectly, in whole
or in part, related to the achievement
of its corporate purpose.
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More information on the context of distrib-
uted generation in Brazil and Cemig are
presented in the chapter Customers and
Consumers.

Investments in other companies

In relation to its holdings in other compa-
nies, Cemig oversees the management and
development of subsidiaries and affiliates
through active participation in manage-
ment bodies, within the criteria of good
corporate governance, complying with
their business plans. The main subsidiar-
ies of Cemig Group and their highlights in
2018 are disclosure below.

ALIANGA

Alianca Geracao de Energia S.A. is one of
the means used by Cemig to generate and
commercialize electric energy. Formally
established in 2015, the company emerged
from a strategic partnership between Vale
S.A. (55%) and Cemig GT (45%) through
the payment of the equity interests held
by Vale and Cemig GT in the following
power generation assets: Porto Estrela,
Igarapava, Funil, Aimorés, Capim Branco |
and Capim Branco Il, and Candonga. Sub-
sequently, the Santo Inacio Wind Farm was
added to the portfolio and started operat-
ing in December 2017.

Alianca’s generating plant has long-term
concession agreements and all the ener-
gy generated by Alianca is sold through
agreements signed with Vale, Cemig GT
and the regulated market (ACR), which
allows a stable and predictable revenue
for years to come. In December 2018,
Alianga’s installed power and firm energy
were 1,257 MW and 652 MW respectively.

More information about Alianga and its
performance in 2018 can be found in the
company's annual report?s.

2 Avaliable at: https://aliancaenergia.com.br/br/relatorio-anual/



TAESA

Transmissora Alianga de Energia Elétrica S.A. - Taesa is a private company controlled by
Cemig, which holds 36.97% of the voting capital and 21.68% of the total capital. Taesa is
dedicated to construction, operation and maintenance of transmission lines in all regions
of the country, being Cemig’s growth factor in transmission segment. Taesa’s position
remains strong in Brazilian energy transmission sector. Currently, it holds 34 concessions
totaling approximately BRL 2.9 billion in the Annual Allowable Revenue (RAP, Receita Anual
Permitida) for the 2017-2018 cycle, corresponding to its interest in these concessions. Out
of this total, BRL 2.3 billion comes from the RAP of 27 concessions in operational phase.

Currently, Taesa has eight projects in progress, which were acquired in recent years in elec-
tric power transmission auctions promoted by ANEEL. The following were the acquisitions
made in 2018:

In March 2018, Taesa concluded the acquisition of 25% of IB Transmissora de Energia
S.A. - IB, in addition to approving the acquisition by Companhia Norte de Transmissao
de Energia S.A,, its affiliate, of 50% interest in IB, which had its corporate name
changed to Companhia Diamantina de Transmission de Energia S.A. The company is
responsible for the implementation and operation of 168 km of transmission lines and
a substation in Bahia. The annual revenue is BRL 33 million and the estimated invest-
ment is BRL 184 million.

In September 2018, Taesa submitted bids for lots L, M, N and P, subject of Eletrobras
Auction 01/2018, related to the equity interest in, respectively, Brasnorte Transmisso-
ra de Energia S.A. - Brasnorte, Transmineiras (Companhia Transleste de Transmissao,
Companhia Transudeste de Transmissao and Companhia Transirapé de Transmissao),
Empresa de Transmissao do Alto Uruguai S.A. — ETAU and Companhia de Trans-
missao Centroeste de Minas — Centroeste, owned by Centrais Elétricas Brasileiras S/A
- Eletrobras. Taesa submitted bids for the minimum amount in each of those lots. For
lots L (Brasnorte), N (ETAU) and P (Centraleste), these were the only proposed bids,
therefore there were no competing bids. In accordance with the rules of the bidding
notice, Taesa must wait for the expression of interest of the other partners of each
SPE regarding the preemptive right. Regarding lot M (Transmineiras), considering that
the winner won the lot with the same minimum price offered by Taesa, it will exercise,
in the strict terms of the shareholders’ agreement, its preemptive right in each of the
SPEs within the term of 60 days, as provided in the notice of the auction. As for Lote
P, composed of Companhia de Transmissao Centroeste de Minas - Centroeste, Cemig
- a shareholder jointly with Eletrobras - decided to exercise its preemptive right, which
would prevent Taesa from acquiring it. The acquired interests will add BRL 46 million
to the Company’s RAP.



In December 2018, Taesa celebrated an Agreement of Purchase and Sale of Shares and
Other Covenants with the company Amber Energia Ltda. and Fundo de Investimento em
Participagdes Multiestratégia Milao, having as its subject the acquisition by Taesa of
100% of the shares representing the total and voting capital of Sao Joao Transmissora
de Energia S.A. and Sao Pedro Transmissora de Energia SA, and 51% of the shares rep-
resenting the total and voting capital of Triangulo Mineiro Transmissora de Energia S.A.
and Vale do Sao Bartolomeu Transmissora de Energia S.A. The assets, which total 1,217
km and pass through the States of Minas Gerais, Sao Paulo, Piaui, Goids, Bahia and the
Federal District will add BRL 128 million of RAP to Taesa.

In December 2018, the Transmission Auction No. 004/2018, sponsored by ANEEL, was
held. In the event, Taesa was the winner in the dispute for Lot 12, consisting of a 587
km transmission line and five substations located in the State of Rio Grande do Sul. The
project has an estimated investment of BRL 610 million and RAP of BRL 59 million.

More information about Taesa and its performance in 2018 can be found in the company’s
annual report?s.

LIGHT

Light S.A. - Light, a private generation, distribution and trading company, is a subsidiary in
which Cemig holds a 49.99% interest of the total capital, being 26.06% directly and 23.93%
indirectly. Light bases its management on a permanent quest for maximum operational
efficiency, focused on valuing its human capital, improving customer service and reducing
energy theft and delinquency.

As for the quality of the energy supply, Light intensified preventive and predictive main-
tenance, increased pruning of trees, installed protective equipment and Self Healing sys-
tems, increased the number of points of maneuver and installed compact and isolated
networks. This strategy, combined with the performance of the Results Plan and the Un-
derground Network Modernization Plan, allowed the quality indicators (DEC and FEC) to
present a result beyond the expected evolution and aligned with ANEEL.

In 2018, the strategy to fight against theft of electricityhad as its main pillar actions of
inspection and normalization of customers. Several actions were carried out in the field.
Around 420 teams were in localities with highest concentrations of losses. These con-
centrated actions show to the population, the presence and strength of Light in combat-
ing thefts of electricity. These actions were highlighted in the media throughout the year,
which contributes to population’s awareness of the risks of irregular connections and the
crime they represent.

26 Avaliable at http://ri.light.com.br/sustentabilidade/relatorios



As for the revenue, results were positive as a result of actions planned for preventive combat
against delinquency, the ICMS Agreement with the Government of the State of Rio de Janeiro
to settle debts, negotiation with defaulting municipalities, mainly the Municipal Government
of Rio de Janeiro, the work with tdebtors (negativation, protest and power cuts), as well as the
review and monitoring of the injunctions together with the legal area.

In October 2018, Light concluded the sale of all the shares held in Light Esco - Prestacao de
Servigos S.A,, its wholly-owned subsidiary, to Ecogen Brasil Solu¢oes Energéticas S.A,, in the
amount of BRL 43.4 million. The transaction is aligned with Light's strategy to maintain its
focus on distribution, generation and commercialization businesses.

More information about Light and its performance in 2018 can be found in the company's an-
nual report?’.

GASMIG

Companhia de Gas de Minas Gerais - Gasmig is the exclusive distributor of channeled natural
gas in Minas Gerais, by granting concession, serving industrial, residential, commercial and
thermoelectric segments, supplying compressed natural gas - CNG, liquefied natural gas - LNG
and automotive - VNG. Cemig holds 99.57% of the capital stock of Gasmig.

In 2018, due to a greater performance in the residential segment, its customer base increased
by 34.9%, from 31,355 in 2017 to 42,301 consumer units. Also in 2018, Gasmig invested BRL
65 million in assets, mainly in the expansion of its Natural Gas Distribution Networks (RDGNs,
Redes de Distribuicao de Gas Natural) in the State of Minas Gerais, with the construction of
45.62 km of gas pipelines in the Metropolitan Region of Belo Horizonte - RMBH, in the South
Region of Minas Gerais and in Juiz de Fora, aiming to serve consumers in the residential, com-
mercial, industrial and vehicular segments.

More information about Gasmig and its performance in 2018 can be found in the company’s
annual report?,

RENOVA

Founded in 2001, Renova Energia S.A. - Renova is a company focused on renewable energy
sources, namely wind farms, small hydroelectric plants and solar power plants. In recent years,
given its delicate financial situation, Renova based its strategy on three main points: focus on
the execution of projects under construction, capital structure adequacy and business plan
review.

Currently, Cemig directly holds 36.23% of the total capital, in addition to 8.58% indirectly
through Light. In 2018, Renova maintained its divestment plan, however, had difficulties in sell-
ing other assets, such as Complexo Alto Sertao Il (Phase A and B). Renova continues to work,
together with its shareholders, to evaluate good market opportunities.

More information about Renova and its performance in 2018 can be found in the company’s
annual report?,



Also noteworthy are some of Cemig’s important assets:
SANTO ANTONIO HPP

Cemig holds 15.51% of direct and indirect interest of Santo Antonio Hydroelectric Power
Plant. The Company has all of its 50 generating units in operation, with an installed capac-
ity of 3,568 MW and 2,424 MWm of physical guarantee with a temporary reduction of 39
MWm, clean and renewable energy source. The Concession Agreement has a duration of
35 years, counted from the date of its signature, which occurred on June 13rd, 2008.

In May 2018, Santo Antonio Hydroelectric Power Plant received Special Authorization No.
15/2018 (AE 15/2018) issued by the Brazilian Institute of the Environment and Renewable
Natural Resources (IBAMA), which allows the reservoir to lift from the current quota 70.5
m to 71.3 m, with tributaries up to 34,000 m3/s. This change allows the operation to per-
form the quota provided in the Basic Complementary Alternative Project (PBCA, Projeto
Basico Complementar Alternativo).

In full generation phase, already with all of its 50 turbines in commercial operation, the
hydroelectric power plant continues being an important vector of sustainable development
in the region. From March 2012, when the commercial operation began, until September
2018, the concessionaire paid more than BRL 332 million as Financial Compensation for
the Use of Water Resources (CFURH, Compensacgao Financeira pelo Uso dos Recursos
Hidricos), distributed between the Government, the State of Ronddnia and the Municipality
of Porto Velho.

BELO MONTE HPP

Belo Monte Hydroelectric Power Plant - Belo Monte HPP, in operation since April 2016,

has 18 of its 24 generating units under operation. There are 12 at the Main Power Station,
with an installed capacity of 7,333 megawatts (MW), and six in the Complementary Power
Station, with 233.1 MW - totaling more than 7.5 thousand megawatts under operation. It is
expected that all 24 turbines will be under commercial operation by January 2020.

Cemig GT holds 11.69% of indirect interest in the project, of which 74.50% is held in the
capital stock of Amazonia Participagdes S.A. and 49% is in the capital stock of Alianca
Norte Energia Participagdes S.A., which holds 9.77% % and 9% of the capital stock of Norte
Energia S.A., the company responsible for the implementation, operation, maintenance and
operation of Belo Monte Hydroelectric Power Plant.

GUANHAES SHPS

Guanhaes Energia S.A. is a Special-Purpose Entity (SPE) created to implant the Small
Hydroelectric Plants (SHPs) Dores de Guanhaes, Senhora do Porto, Jacaré and Fortuna ll,
all located in the state of Minas Gerais, with total power installed capacity of 44 MW. In
December 2018, the SHPs, Dores de Guanhaes and Senhora do Porto, were already under
full operation, and five remaining generating units of Jacaré and Fortuna Il will be under
operation until 2019.
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Cemig GT and Light Energia hold, respectively, 49% and 51% of the capital stock of SPE,
and until December 2018, Cemig GT invested approximately BRL 249 million in the project,
in proportion to its interest.

In 2018, Guanhaes Energia obtained all licenses to operate the projects, proving to the
environmental agency its compliance with all environmental constraints stipulated in the
corrective installation licenses. Currently, all the projects are up to date with their envi-
ronmental licensing. Terms of forest compensation commitment of Fortuna Il and Jacaré
SHPs, as well as the terms of speleological compensation, have been signed.

103-1:203

The development of innovations in products and processes is a fundamental part of Cemig's
activities. The commitment to identify and implement new technologies creates goods and
services that bring benefits to society as a whole, such as increased availability of assets, re-
duced customer service time, increased personal and system security and construction of new
tools and infrastructures more efficient and adapted to different realities. Cemig understands
that it plays an important role in the technological development of solutions for generation,
transmission and distribution of electric energy. The positive impacts that these solutions pro-
mote for the electric sector and for society make this a material topic for the Company.

Cemig has a Research and Technological Development Program (R&D), which includes de-
velopment of incremental technology projects focused on operational efficiency gains and
cost reductions, as well as radical or disruptive initiatives that deliver radically new products.
Through this initiative, Cemig annually applies part of its net operating revenue in Research
and Development of the Electric Energy Sector.

In 2018, the R&D program was restructured based on Cemig’s Strategic Technology Innovation
Plan, launching Cemig 4.0 Program.

Cemig 4.0 is a program that aims to position the Company as one of the companies in the
industry capable to respond to new trends and global demands on energy systems. Through
this program, explores opportunities and challenges of new business models of the segment.
Cemig follows a strategy based on Digitization, Decarbonization and Decentralization topics,
such as electric mobility, renewable energy, user experience, data intelligence, distributed gen-
eration, energy storage, cybersecurity strategy, new business models and talents for the digital
age are the focus of Cemig 4.0 projects.
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In 2018, at the public call of Cemig 4.0 Program, 129 proposals were received, evaluated,
classified and validated by an Expert Evaluation Committee and out of these, seven were
qualified and prioritized for refinement. These projects will be developed during 2019.

In 2018, Cemig invested approximately BRL 40 million in two projects, with the objective of
developing a national technology that enhances the intelligent use of renewable sources,
the provision of supplementary services to the grid and the improvement of the quality of
electricity supply.

The first project is developed in partnership with Alsol Energias Renovaveis, Federal Insti-
tute of Education, Science and Technology of Rio Grande do Norte, Federal University of
Campina Grande and the Federal University of Paraiba. The projects aims to develop an
energy storage technology combined with a photovoltaic generation system. Basically, the
goal is to use these hybrid systems in consumer units. The combination allows the user to
store the energy generated by the solar plates during the day, period of greater incidence
of solar rays, to be used when necessary.

The second project is developed in partnership with Federal University of Minas Gerais,
Foundation for Technological Innovations, Institute of Technology Edson Mororé Moura
and Concert Technologies S.A.. Cemig and its partners are researching the development,
construction and technical evaluation, regulatory and economic management of energy
storage pilot plants connected directly to the distribution network. In practice, the goal

is to couple energy storage systems into medium voltage feeders to provide support for
various network functions, such as contingency power supply, voltage regulation, reactive
power control, and peak demand supplies.

103-3:203

As a measure of its innovation effort, the Company has an indicator titled INOV, which
represents the ratio between total investments made in R&D and innovation projects in the
current year and net operating revenue in the same year. The 2018 goal was for this indica-
tor to be 0.30%. However, the result verified exceeded the goal and indicated that 0.51% of
net revenue for the year was allocated to research development and innovation. This result
is aligned with recorded increases in recent years: in 2017, this index was 0.49% and in
2016, it was 0.32%.
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This resources are applied in various areas
of the Company in order to create value for
the business as a whole, incorporating in-
novations from different perspectives, from
product and process innovation to organi-
zational and marketing innovations.

As part of the R&D program, Cemig has set
up an internal committee with representa-
tives of all Boards, whose task is to select
the best technologies to be developed in
the company that meet strategic guide-
lines.

Cemig is aware that innovation and tech-
nology are strategic inputs that enable
business development and add value to its
products and services. Because of that, to
manage this program, in 1999 Cemig imple-
mented the Strategic Technology Manage-
ment (GET, Gestao Estratégica de Tecnolo-
gia) methodology®’.

Cemig aims to apply the most appropriate
technologies with GET methodology, also
answering agilely to change of scenarios.

This methodology prepares the Company
for the frequent variations in an increa-
singly dynamic and competitive market. It
should be noted that GET's technological
strategies are aligned with Cemig’s busi-
ness guidelines.

The GET methodology is materialized throu-
gh a technological process that takes into
account four major strategic approaches:
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ACTION PLAN

In this process, Cemig uses some tools that include:

Technological prospecting and scenario analysis;

Identification of threats and opportunities,

Strengths and weaknesses of the business;

Deployment of guidelines from the Corporate Strategic Planning process;

Identification of technological actions and projects, including Research, Development
and Innovation programs of business interest;

Improvement and diffusion of methodology and technical support to businesses and

companies.

30Regarding the indicator EU-08, of the sector supplement linked to the G3 version.
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The GET methodology in its structure operates at strategic, tactical and operational levels.
At the strategical level, technological policies are defined and technological plans, bud-
gets, projects and strategic initiatives focused on technological-scientific development
and innovation are approved.

Cemig has a Strategic Management Committee for Technology and Innovation and Energy
Efficiency (CGETEE, Comité de Gestao Estratégica de Tecnologia e Inovacao e de Eficién-
cia Energética) and a Superintendency for Technology, Innovation and Energy Efficiency

- TE. CGETEE and TE are primarily responsible for (i) fostering the implementation of GET
and innovation in the Company, (ii) continuously monitoring technologies, identifying thre-
ats and opportunities, (iii) proposing entrepreneurial actions aimed to incorporate inno-
vation and technology in the short-, medium- and long-term, such as policy development,
evaluation and testing of new technologies, incorporation of innovations and permanent
employee training in the subject, and (iv) guiding the best possible R&D.

At the tactical level, policies and initiatives in various business areas are deployed. In this
structure, Cemig has a Technological Innovation and Energy Alternatives Management

- TE/IA and Technology Forums which are responsible for contributing to consolidate a cul-
ture of innovation in the company. This contribution is made through direct participation

of experts in Cemig's strategic technology planning, technological auditing and decision-
-making on innovation management processes.

At the operational level, there is a materialization of the action plans defined in the afore-
mentioned levels. This is possible through the establishment of strategic partnerships and
technological cooperation agreements between Cemig, other companies and industries,
universities and research centers. Intermediation between tactical and operational levels
is the responsibility of TE/IA. Operation, control and follow up of research projects, from
its hiring to submission of final report to ANEEL, is attributed to the Control and Monito-
ring Management of the R&D and Technical Standardization Program - TE/CN.
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Cemig also promotes innovations at orga-
nizational and marketing levels, in order to
generate new business practices, a new
approach in external relations, changes

in the advertising of its main product and
aggregated services and in its positioning
in the market.

The following are some examples of these
new approaches: (i) joint purchases of
materials and services together with sev-
eral companies in the group, seeking for
a combination between better price and
greater volume, (ii) new tools for develop-
ing people and their intellectual capital,
(iii) process automation tools, (iv) tools
to reduce impacts and environmental
litigation, (v) formulation of new service
channels, (vi) simultaneous reading and
printing process (LIS, Leitura e Impressao
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Simultanea); and (vii) new perspectives of
approach and treatment to large custom-
ers and suppliers.

Technological-Strategic Partnerships
Strategic Management of Technology priv-
ileges the establishment of partnerships
that deveolp and form centers of excel-
lence in Minas Gerais, through alliances
between Cemig and universities, other
companies in the industry, start-ups, re-
search centers, communities, etc.

The centers of excellence seek to share
resources, improve the use of existing
skills and infrastructure, internalize best
technological practices, eliminate waste
and duplication, and foster the creation of
industrial poles and technological services
in the region.



Intellectual property

Cemig protects its intellectual property by applying feasibility analyzes and use privilege of
inventions, brands, software, internet domains, and other creationsCemig also guides privilege
applications in their preparation and follow-up, as well with registration and dissemination of
patent letters and other intellectual property titles.

During 2018, through the Patent and Trademark Office, Cemig and its subsidiaries filed three
new patent applications and had a patent granted®'. In total, Cemig Group has 18 patents
granted and 62 applications are in progress.

Strategic technical
standardization

Cemig has constituted an internal committee that carries out a technical standardization of
materials and equipment, including accessories, tools and personal and collective protection
equipment (PPE and CPE) because it is strategic for the business.

The following are the main assignments of this committee:

To work together with those areas of the Company that are related with standardization,

in order to produce technical documents that contain the minimum requirements neces-
sary for the acquisition of materials and equipment, as well as incorporate innovations in
the materials and equipment used by Cemig;

Identify opportunities to obtain intellectual property rights and domain on technologies
developed in the standardization processes that occur inside and outside the Company.

In addition to internal technical standardization, Cemig also follows and participates in tech-
nical standardization processes at the national level. Cemig contributes technically in the
elaboration of draft standards, as well as in the votes for the approval of national standards by
participating in the meetings of the Brazilian Association of Technical Standards - ABNT.

Lei do Bem (The Good Law)

Since 2006, Cemig has begun to use the benefits of Lei do Bem (“The Good Law”) (Law No.
11.196/05), which allows the Company to deduct from the Income Tax the amount correspond-
ing to the sum of the expenditures with technological research projects and innovation. For a
project to be considered in this benefit, Cemig needs to identify those responsible for quality
gains, productivity and that generate incremental improvements to their processes. Since its
adherence to the law, Cemig obtained a deduction of BRL 83.97 million in taxes due, with BRL
1.57 million in 2018.

3 The patent granted relates to an optical system and device for remote monitoring of the mechanical tension of stretching and con-
ductors of aerial transmission and distribution networks of electric energy.
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Energy Alternatives

In Cemig’s view, the term “Energy Alternatives” covers the entire energy chain, including trans-
portation, transformation, technological routes, supply and storage, and end-use of energy.
Moreover, as they are elements that integrate the process of electricity generation, they also
make up what Cemig considers as alternative sources of energy and new sources and tech-
nologies, distributed generation, smart grid design, electric vehicles, energy efficiency and the
best use of traditional energy resources.

i
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Energy alternatives are intrinsically associated with themes of technology, innovation and
sustainability. Cemig’s investments in research in this sector are essential for its per-
manence in Dow Jones Sustainability Index, as well as acting directly and decisively to
strengthensome of the processes that make up the Company’s strategic corporate map.

Another important innovation vector is the Energy Efficiency Program. The specific leg-
islation in force, regulated by ANEEL, determines the application by the distributor of a
minimum percentage of net operating revenue in energy efficiency projects, in addition to
the annual publication of a Public Call for Projects, in which the company has the oppor-
tunity to receive proposals from civil society to be implemented with Energy Efficiency
resource?®2. More information about the Program is disclosured in the Energy Efficency
section in the Energy Supply chapter.

31 Regarding the indicator EU-07, of the sector supplement linked to the G3 version.
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In addition, Cemig follows the emergence of new technologies and has directed efforts

to subsidize the development of research on the subject. Given its expertise, Cemig parti-
cipates in committees and groups, such as the Municipal Committee on Climate Change
and Eco-efficiency (CMMCE, Comité Municipal de Mudancas Climaticas e Ecoeficiéncia)

in Belo Horizonte and the State Management Committee of the Project for the production
of sustainable, renewable biomass-based charcoal for the iron and steel industry in Brazil,
coordinated by MMA/MDIC/MCTI with resources from the Global Fund for the Environment
(GEF).

The main energy alternatives projects implemented in 2018 are described below:

Launch of the 32nd edition of the Energy Balance of the State of Minas Gerais
(BEEMG, Balango Energético do Estado de Minas Gerais), base year 2016: update of
the historical series of the state matrix from 1978 to 2016, available on Cemig's we-
bsite. The Energy Balance presents important and essential data to planstudies on
integrated use of energy, energy efficiency, technological management, research and
actions of a socioeconomic nature, greenhouse gas emission - GHG and sustainable
development. As in 2017, the edition released reaffirms the relevant participation of
renewable sources in the Minas Gerais energy matrix.

Evaluation of the potential of cogeneration in the cement sector of Minas Gerais:
started in 2017 and developed by PUC Minas, the project had the objective to research
and evaluate the opportunities, technological alternatives and barriers for the develo-
pment of cogeneration potential in Minas Gerais' cement industry. The study, which
was completed in 2018, considered technological, economic, market and environmen-
tal aspects in order to identify feasible projects to be executed by companies of the
Cemig Group. The project led to the development of a Cogeneration Map in the Cimen-
ting industry of Minas Gerais.

Development of models, methods and computational system for wind speed prediction in
short- and long-term horizons: the objective of this project, which was closed in 2018 and
resulted in a tool used by Cemig, was to develop a new forecast model of winds, applicable
to the study of wind energy potential and also for investigation and evaluation of enterpri-
ses.

Development of a system to calculate the potential of biomass energy generation in the
state of Minas Gerais: the project was carried out in partnership with New Energy Options
(NOE, Novas Opgoes Energéticas), and it mapped types of crops and waste used for the
generation of energy through the use of georeferencing techniques. The project contribu-
ted to define and prioritize regions/municipalities more suitable to the implementation of
biomass utilization plants for energy purposes and identify the best technological alter-
natives for each selected region/municipality in Minas Gerais. In 2017, books, atlases and
mobile applications were published, in addition to a workshop to close the project. In 2018,
Atlas documents were made available on the Energy Alternatives website, on Cemig'’s web-
site®s,
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Davidson Rodrigo (Business Processes)

7. GUSTOMERS AND GONSUMERS

The following are Cemig's main types of customers3*

Captive consumers?®, located in the concession area in the state of Minas Gerais: con-
sumers that are only linked to the distributor, with energy demand below 500 kW. This
type of consumer cannot buy energy in the Free Contracting Environment (ACL, Ambiente
de Contratacao Livre) and are served according to the Regulated Contracting Environment
(ACR, Ambiente de Contratacao Regulada). They can be consumers in the residential,
industrial, commercial, rural, public power, public lighting and public service sectors;

Free customers in the state®® of Minas Gerais and in 23 other Brazilian states: consumers
that can buy energy in the ACL, not only being linked to the distributor, and with energy

demand above 500 kW. They may be industrial, commercial and rural consumers;

Other agents in the electricity sector, such as marketers, generators and independent
energy producers; and

Distributors.

34 The types of customers described in items (ll),(11l) and (1V) are the so-called “corporate customers” of Cemig.

35 Also called"consumers”.

36 The free customers of Cemig Group are also located in the following states: Acre,Alagoas, Amapda, Amazonas, Bahia, Distrito Federal,
Espirito Santo, Goias, Maranhao, Mato Grosso, Mato Grosso do Sul, Para, Parana, Pernambuco, Piaui, Rio de Janeiro, Rio Grande do
Norte, Rio Grande do Sul, Ronddnia, Santa Catarina,Sao Paulo, Sergipe and Tocantins.
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Cemig has different ways of managing the relationship with its customers, adapted to different
demands, and to particularities of itsbusiness relationships.

In December 2018, Cemig reached the mark of 8,409,535 customers billed*, an increase of
0.76% compared to December 2017. Out of this total, 8,409,183 are final consumers® and own

consumers. Only 352 are other agents of the Brazilian electricity sector.

The table below shows the details of the number of consumers per class and energy transported.

Humber of customers and consumers by class

12/31/18 1230017 Wariation

Residential 6817.365 GTE5.201 0.7T%
Industrial 73,003 T4,497 -2.01%
Trade, Services and Others T21,149 718,62 0.37%

712,793 T05.541 1.03%
Government 64,327 BIATT 1.33%
Strant lighting b418 B13T 4 5B%
Public Service 13,431 12,976 3A.81%
Own consumption Toz 781 -6.52%
TOTAL 8,409,535 B.346.14T 0.76%

It should be noted that some free customers pay for the use of Cemig D’s distribution network,
regardless of whether or not they buy energy from the Company. The number of customers
with this profile, by class, is shown in the table below.

Humber of customers paying for the transported energy

12/31/18 1230017 Wariation
Commercial 555 456 21.71%
& 4 s0.00%
Concessionary 3 3 0.00%
1,138 304 14.45%

37 Customers of types (1), (11), (1) and (V).

38 Customers of types (1) and (ll).



The “Energy Trading Policy”® ; aims to establish guidelines for the relationship with its
clients, both in Regulated Contracting and Free Contracting.

Potential clients are liable to a detailed credit analysis. Prior to the sale, the operation is
submitted to an approval of Energy Risk Management Committee (CGRE)*, for feasibility
evaluation and verification of compliance with the commercial guidelines. With this ap-
proval, the operation is submitted to the deliberation of the Board of Executive Officers.

Cemig’s client portfolio represents a significant percentage of its share of energy sales
and, consequently, its revenues. The management focus on corporate customers is the
recognition of its importance to Cemig’s business and supports the flow of revenue (poten-
tial reduction in the corporate customer portfolio would reduce company’s revenue). Busi-
ness risk analysis*' and monitoring of economic sectors of these customers is also part of
the management process.

In order to offer a differentiated service compatible with the size and relevance of these
customers, Cemig has a Superintendency exclusively dedicated to guarantee a personal-
ized service. The company also has a team of professionals with specific technical knowl-
edge, responsible for managing the agreements and all the demands of customers. Addi-
tionally, they act in the prospection and capture of new customers.

With the objective of continuous improvement in the relationship with corporate custom-
ers, Cemig offers the following customized relationship structure*?:

3 The policy provides for the presentation of the following topics to the Board of Directors, in the last quarter of each year:

* Forecast of the various markets to be served and projections of average price and average tariff;

* Forecast of the energy purchased for the service;

* Forecast of Tariff Adjustments and Revisions, in average numbers, within the horizon of 2 review cycles;

* Forecast of the evolution of average energy prices, resulting from auctions and bilateral contracting;

* Forecast of the evolution of the Settlement Price of Differences - PLD; and

Risk mitigation strategies (with the actions and/or products adopted) and criteria for the determination of sub or under re-contracting at
Cemig Distribuigao S.A.

4 The CGRE is composed of members of several Cemig areas.
41 Cemig's risk management is detailed in chapter five.

42 Cemig's relationship channels with its customers are detailed in section Relationship Channels
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Final Consumers Segment (manufacturing industry, basic industry, agribusiness, elec-
tro-intensive, special customers) - the following are the channels of communication

and communication media with customers: dissemination and communication via
telephone, email, CRM systems, visits and meetings; corporate events - for example, the
Energy Biennial; regional meetings and training and Cemig Portal.

Energy Distribution Segment (Distributors, Generators and Marketers) - the following are
the relationship channels and media with information flow for customers: dissemination
and communication via telephone, email, CRM systems, visits and meetings, training,
newspapers, specialized websites and Cemig Portal; participation in associations of
market agents - for example, in ABRACEEL, institutions and government agencies.

In addition to corporate customers, Cemig serves captive consumers.

Cemig D Strategic Map contains elements of effective monitoring of consumer perception
of services provided. This monitoring takes place on a regular basis, through the verifica-
tion of the results of Customer Satisfaction indicators and is distributed at all levels of
the Company, as defined in the Management Model. The performance of service channels,
electrical system, customer satisfaction and safety of the population regarding the elec-
trical system is systematically monitored with the assistance of Customer Service Moni-
toring Center (CMS). Besides compliance with regulatory rules, Cemig also conducts con-
sumer satisfaction surveys, in which it seeks data to adapt its relationship behavior to the
consumers’ wishes.

Aware of the growing demand for virtual channels, Cemig has invested in the diversifica-
tion of these customer service instruments without, however, failing to offer other chan-
nels with the same attention and quality in order to guarantee consumer satisfaction.

The new challenge in this area is the GRC Project, which aims to structure and implement
a new model of Customer Relationship Management, through actions adhering to the pro-
posed regulation and that promote differentiated interactions with its customers. This is a
component of the company'’s strategy formulation and aims to enhance the use of digital

channels, considering the digital transformation of consumer and active communication.

The following are the main objectives:

increase consumer satisfaction (term, quality, efficiency in the treatment of services
and complaints);

increase consumer perception of value (loyalty) in relation to Cemig, aiming retention
in eventual market opening;

seek operational efficiency and cost optimization (reduce contacts in the in-person
and telephone channels).



Cemig has reviewed the Segmentation model to meet the commercial strategy, enabling it
to address the demands of various consumer profiles and niche markets of services, such
as: automatic debit, invoice via email, etc. Segmentation of consumers will allow better un-
derstanding of each type of customer and, according to the typology, adapt the contents,
forms, interaction and relationship approaches, in order to meet strategic requirements
and needs of each type of profile.

Consumer satisfaction is inherent in the Company’s culture and is under responsibility of
all employees. The following are the positive impacts related to this posture:

compliance with regulatory quality indicators, continuity of supply, customer satisfaction,
among others;

recognition through satisfaction surveys, in particular. Aneel Index of Residential Consum-
er Satisfaction - IASC and Perceived Quality Satisfaction Index - ISQP of Abradee; and,

valorization of the brand and good reputation of the company in the markets in which it
operates.

Customer satisfaction indexes are important tools that support the creation of initiatives
and action plans for the continuous improvement of the services provided, considering
the perception of its consumers. The implementation of improvements is conducted by
senior management and is focused on process efficiency, when an opportunity to improve
is identified. These are factors that reduce the risk of non-compliance in the provision of
services.

The IASC is assessed through an opinion survey conducted throughout Brazil. In 2018, Ce-
mig reached a score of 68.41 in this indicator, which represents an evolution of 4.04 percent-
age points in relation to the one made in 2017 (65.75). With this result, the Company was
above the average of distributors in the Southeast region with more than 400 thousand Con-
sumer Units (65.62) and the Brazilian average (66.10), showing improvement in all attributes
of perceived quality. “Customer Information” score, where attributes such as “explanation of
proper use” and “guidelines on the risk of energy use” grew by more than 15%. Customers
also noticed improvements in power supply. The attributes “power supply without interrup-
tion and without varying voltage” grew 7% in relation to the previous research.

Cemig monitors and manages these results as performance indicators. The target for this
indicator in 2018 was 70 points and although the results were not achieved, they reflect
the evolution of the Company in the last three years.
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With this result, Cemig ranked fifth among the ten largest energy distributors in the Sou-
theast region in the IASC Brazilian ranking, which brought together 68 distributors partici-
pating in the ANEEL 2018 survey.

In relation to ISQP, 2018 marked the 20th edition of this survey conducted by ABRADEE to

evaluate the satisfaction of residential customers. In these two decades, Cemig’s ISQP in-
creased by 15%. Cemig's result of 82.4% in this index in 2018 ranks the company as one of
best ten energy distributors in Brazil with more than 500 thousand consumers. This is the

best result achieved by Cemig in the last ten years of the survey.

There was improvement in four researched areas: information and communication, supply,
care, image. Three regions grew by more than ten percentage points at the ISQP 2018. The
result of the South/Mantiqueira region (87.4) was above the national benchmark, obtained
by Rio Grande Energia — RGE/Sul (87.1).
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Cemig’s ISQP Historical Series and ABRADEE's average
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Internal Communication Campaigns

Customer Satisfaction has been a continuous agenda in internal communication vehicles,
reinforcing awareness of employees and contractors of their responsibility and contribution
to this process. Throughout the year, several contents were published depicting the commit-
ment of top management and the engagement of all areas. These contents were accessible to
all employees through a full banner on the intranet. Cemig held meetings with employees and
contractors from all regions of Minas Gerais to align with ISQP.

In July 2018, Cemig created a Multifunctional Team with representatives from several areas,
working in an integrated way to define and follow up the actions implemented to improve cus-
tomer satisfaction. The constitution of this team promoted awareness throughout the Compa-
ny of the need for optimization of processes focused on customer service improvements.

Call center employees, readers43 and electricians participated in customized trainings, which
reinforced the role of each one to improve the perception of the customer about the services
provided by Cemig. The awareness campaign of in-person service improved the employees’
knowledge about the needs and expectations of the different customer segments of the dis-
tributor, joining their own and contracted workforce.

o
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Another successful initiative was the Leadership Meeting, which fostered ideas for a contin-
uous development of quality in in-person service performed by the contractor. In addition, the
Motivational Plan, implemented by the contractor responsible for in-person service of the dis-
tributor, sought to encourage teams to provide quality services to the customer by evaluating
and awarding the best results.

Due to Cemig’s concession area (present in _

774 municipalities), the diversity of relation- GAC (Call Center)
ship channels is an essential resource to Thooe
provide quality service to its customers.

VA (Interactive Volce Respenss Unit)

Service Counler

As part of the strategy of offering services
in an agile, modern and quality way, several Ipama ECEA S anks Conty EASH du Ak RpRls}
customer service channels are available.

These channels are effective in communi-

cation media such as telephones, virtual, or AGY (Virtusl Agency)

even through direct contact, as detailed in
the following table.

Cemig Mais (Medium Yoltage Customers)

Applications (Cemig Atende)
Self-service Social Metworks (Facebook/Telegram)

Sulf-service (Totens)

Cemig Terpeda (SMS)

All this apparatus is fundamental to provide an adequate service to more than 8.3 million
customers, who, in 2018, requested a total of 45,304,547 of services, in the various channels.
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Service - Mix Means of Service
Total: 45,304,547

®Apps (21.71%) Virtual Branch (20.64%) = CAC (20.47%) “Phone (2478%) = Inperson (21.30%) = Self-service (53.92%)
Branch (12.42%) PCFA (8.34%) B Self-service (5.03%)
= Cemig Torpedo (4.66%) = URA (4.30%) = Sacial Networks (1.89%)

Cemig Mais (0.36%) B Government (0.18%) ®Branch Support (0.00%)
Whatsapp (0.00%)

Demand for services through virtual channels represents approximately 54% of total ser-
vice demand. Examples of these channels are the Cemig Atende application, available for
smartphones and tablets on Android, iOS and Windows Phone platforms.

In this channel, customers can access 17 services, such as registering a power outage
request, informing the meter reading, checking pending debits, taking a duplicate account,
and more. In addition, customers have access to information about protocol, about Cemig,
power tips and a consumption simulator.

Due to technological advance and accessibility to internet, currently, the exchange of infor-
mation occurs in social networks, which provide speed in the way of sharing information,
support improved service processes and are available to the majority of the population.

Cemig offers customer service through Facebook (Facebook.com/Cemig.atende) and
Twitter (@Cemig_atende). Social networks offer greater interactivity with and among Ce-
mig customers, through the use of fast and objective language, where you can request all
services and information, clarify doubts and check power tips. In 2018, 854,465 calls were
made through social networks.

The interaction and relationship with customers also occur through Telegram and
Whatsapp (number (31) 3506-1116), free applications in which Cemig can offer service
through real-time exchange of messages. Customers can access services related to the
issuance of the energy bill's copy, report consumption (meter reading), and power outage
through these applications.
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The in-person service is carried out via “Rede Cemig Facil de Atendimento”, through
145 Branches and 633 Service Centers. In order to streamline customer service, Cemig
has been providing self-service terminals in its branches since 2015 so that customers
can identify debits and obtain the invoice copy. This service channel closed 2018 with
2,279,438 calls made.

The phone service, in turn, is made through “Fale com a Cemig”, at numbers 116 and 0800
721 0116 (for calls at the border of the concession area or out of the state and via land-
line). The channel is available to all customers, 24 hours a day, 7 days a week.

In this channel, requests for emergency services related to electrical system, information
and requests for commercial services are made. In addition, Cemig provides Cemig Torpe-
do, a text messaging service - SMS — operated in the number 29810, in which the consum-
er can report power outage, consult debit consultation and request meter. In order to use
the system, it is enough if the costumer inform account holder's CPF or CNPJ number and
the desired service word that describes the service.

Cemig wants to provide better care and interaction for its customers with special needs.
For this reason, Cemig offers personalized services to this public in its various channels,
such as: Speak with Cemig (0800 723 8007), Cemig Torpedo, online channels and Cemig
Atende application.

All these channels have service for the hearing impaired. Online channels can be used by
users with special needs through adapted software and devices. The service branches have
adequate facilities, in accordance with the standards of accessibility (ABNT-NBR 9050).

Also worthy of note is “Cemig Atende Employee,” a recently launched relationship channel
that involves the entire workforce and enables any employee to provide customer services,
such as: consulting technical information, checking the progress of commercial services
and request some services. In many cases, this enables you to resolve the customer prob-
lem immediately.

In 2018, Cemig launched CMS, a project that provides improvements in Cemig'’s relation-
ship with its customers through simplification of processes, compliance with regulatory
requirements, compliance with deadlines for service delivery and improvement of citizen’s
experience. In order to make these improvements feasible, CMS will monitor information
related to the provision of services, deadlines, complaints and operation of commercial
systems, presence, telephone and virtual channels. It is, therefore, a new concept in meet-
ing the commercial demands.

One of the Business Intelligence tools developed to follow-up all business relationships
with customers by the CMS is the Operations Management of the Distributor - GOD.
Through GOD, the Company can analyse its entire chain of relationship with the customer,
from the first contact with service channels to all services performed internally or related
to field work. This holistic view of customer service enables us to fully analyze the cus-
tomer interaction process with Cemig, from end to end.



The management of the relationship channels includes monitoring and control through
Contact Panels and Service Notes, in which it is possible to verify the services performed
in all channels, as well as the quantity of services provided. To give visibility and transpar-
ency to the customer service process, all requests are recorded and tabulated. The data of
the demands received by the Ombudsman’s Office in 2018, by nature and theme, are pre-
sented in the tables below.

AMEEL Ombudsman (3rd Level)

Infarmation 18,368 29,683
Complainis 13,356 18,161
Dencuncements 333 106
Complimente 2B T
Suggostions Iz 24

Tapic of the Demand

Network Extension 15.30%
Consumer Complainl 11.10%
Pewer failure 10.50%
New Connection T.T0%
Electrical Damage Reimbursemant T.60%
Charging of Irregularities 5.10%
Quality of Service 4.90%
Re-connection 3.30%
Frequent interruptions 310%
Cadaetral Change 3.10%

Consumer Committee

The Consumer Committee of Cemig represents the interests of all classes of consumption
(residential, rural, commercial, industrial and Government) collectively advocates for their
rights. It has six effective members and six alternates, indicated by representative entities
of classes of consumers.

It is the Committee’s role to give due consideration to the suggestions received, to coope-
rate in overseeing and comply with denunciations and complaints made towards Cemig,
based on the general conditions of electric power supply.



In 2018, the Committee held four regular meetings, two regional meetings in the munici-
palities of Ituiutaba and Pompéu, and three special meetings with representatives from all
classes of consumption. The Distribution and Marketing Director of Cemig attended the
last meeting of the year.

The main themes discussed were related to:

Tariff review applied in the year, monitoring of the Construction Works Program -
PRAR, monitoring of Cemig and ANEEL Ombudsmen,;

Distributed generation and its market;
Follow-up of legislation and requlation of the electric energy sector;

Improvement of draft regulation for the regrouping of areas of electric energy distribu-
tion concessions subject to common corporate control; and,

Monitoring of customer service indicators.

In addition, the directors participated in seminars, regional meetings of councils and
events of ANEEL, National Seminar of Distribution of Electric Energy (SENDI), mee-
tings of the Forum of Associations of the Brazilian Electrical Sector (FASE) and the
Chamber of Commercialization of Electric Energy - CCEE.

The Committee also made contributions to the following Public Hearings: ANEEL's PAs

005/2018,012/2018, 027/2018, 028/2018, 030/2018, 037/2018, 044/2018, 046/2018 and
052/2018. CP010/2018 and 045/2018 of the Ministry of Mines and Energy.
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The economic recession still persistent in 2018 contributed to a growth of the stock of
debt above average. However, considering the efforts undertaken, since December 2016
the company does not present a considerable increase in the percentages established,
demonstrating stagnation and control of the indices. Since then, the indicator has behaved
in a relatively stable way and it is expected a fall in this indicator in the scenario ahead.

Cemig uses several communication and collection tools to avoid the increase in default
rates. Among the measures adopted by the Company are contact by telephone and e-mail,
SMS and letter of collection, negativation of defaulting customers, judicial collection

and mainly stoppage of power supply. In 2018, a total of 990,521 power cuts were made,
400,000 more than in 2017. The 2018 data** is shown in the following table.

In addition to these various collection
tools, Cemig has opened up the access
and ways by which customers can nego-
tiate their debts more flexibly, in order to
48 hours - 1 week 192,752 reach optimal levels of compliance.

Fower cul duration

< 48 hours 362,595

B s el Ll In 2018, Cemig structured a new man-

agement model in the relationship with

customers. Among several initiatives, it is

.- 5587 worth highlighting the availability, via a vir-
tual branch, of negotiation for installments
of debts.

1 month - 1 year 324.6E0

The proposal aims to promote differentiated interactions with customers and facilitate
access to means of negotiation and payment. In addition to facilitate the process for cus-
tomers, the installment of debits through this channel offers lower interest rates. Cemig
also carried out specific campaigns, with differentiated conditions for negotiation with
special customers and retail customers. The intention of these actions is the recovery of
overdue loans, the non-recurrence of default of the customers as well as cash reinforce-
ment through payments of installment plans.

As a result of these action fronts of Cemig, default was 5.64% in 2018, which is considered
satisfactory and represents an improvement on default of 5.92% in 2017.

44 EU27, G3
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Safe use of energy is a relevant matter to Cemig precisely because it deals directly with
health and safety issues of customers and population45.

Cemig knows the risks and dangers inherent in the use of the electric system by the popu-
lation and is dedicated to prevent and monitor the occurrence of accidents throughout its
concession area. Respect for life is one of the values of the Company, present in the new
strategic planning approved in 2018. Efforts to promote population safety are highlighted
in the “Minimize Impacts in the Community” initiative. This initiative presents a specific
guideline for this theme: “Expand the actions of accident prevention with the population.”

Despite seeking permanent improvement of safety of its networks, Cemig understands
that a network in perfect technical and safety conditions, by itself, does not prevent the
occurrence of accidents, due to the exposure of the system to interferences and user in-
terventions. The Company acts with civil society by providing information and clarification
regarding the safe use of energy and promoting awareness of the population regarding
necessary care to live close by to energy networks, avoiding accidents and saving lives.

Cemig invests in communication for the safe use of energy: it conducts campaigns, pro-
vides channels for clarification, provides teams for verification and guidance to consumers
on risk situations, among other tasks to report on the safe use of electricity.

Throughout its concession area, Cemig promotes accident prevention actions, by guiding
and educating directly, through lectures and reports on radio and TV, and indirectly, with
different types of educational material published in electronic media and in the form of
booklets, folders and posters.

Direct presentations are targeted to construction industry sites, schools and various
companies. The indirect approach covers to wide dissemination of these matters through
Cemig’s Internet and social media portal. In 2018, Cemig invested approximately BRL 3
million in these actions.

% The materiality exercise, carried out in 2018, identified the theme “Occupational Health and Safety and the Population” as a material
theme for the Company.
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There were no records of cases of noncompliance with regulations and voluntary codes
concerning marketing communications, product and service information and labeling, nor
concerning the health and safety impacts of products and services. Here is a disclosure of
some of the campaigns, newsletters, magazines, booklets, games and other content for-
mats about safe use of energy.

The entire communication of the company respects the recommendations of Brazilian
Association of Business Communication - Aberje; contracted companies that elaborate the
campaigns follow the Brazilian Code of Self-Regulation Advertising - Conar.

Even with all Cemig'’s efforts throughout 2018, company’s accident records with the pop-
ulation in the concession area showed a 11% increase compared to 2017. Among these
accidents, those that resulted in death increased by 50% in relation to the previous year.
The following table shows the accidents with and without deaths recorded in the last six
years*®,

Accidents with the population

100
92

90 a8

80 73
70 76

60

40
30
20

10

2013 2014 2015 2016 2017 2018
—pecidents Fatalities

When an accident occurs, an investigation process is initiated. The conditions of the event
are evaluated to verify the causal link between the occurrence and activity or operation of
Cemig’s asset.

46 EU25, G3
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In December 2018, there were 329 lawsuits pending, involving accidents with third parties,
with deaths and injuries occurring because of activities or assets of the Company. Out of
this total, 18 lawsuits involving the Company’s assets were judged in 2018.

In order to deal with an increased rate in accidents and deaths during the first semester of
2018, in August, the Board of Executive Officers of Cemig organized a workshop to address
Population Security in Electric Power Distribution, with the objective to discuss the contri-

bution to the definition of guidelines of Population Security Plan.

The participants, leaders of Cemig D, identified main causes and defined necessary ac-
tions to reduce the accidents with the electrical network, addressing the following topics
(considered of greater relevance):

Hazard signaling and network protection: mapping critical areas of greatest probabili-
ty of occurrence of accidents with the electric network, based on the history of these
occurrences and the technical information, such as terrain profile, grid, street and
socioeconomic aspects;

Intelligence and prioritization of critical areas of risk: Replacement plan of nets by
protected in critical locations;

Communication with local community and engagement: conducting diagnostic rese-
arch in priority areas, in order to identify and apply the ideal and most effective form
of communication to reach target public, especially informal construction and mainte-
nance workers.

Attitude of Cemig’s employee and third parties: training of the meter reader to identify,
during his/her work routine, situations of risk of population accident with the electric
network (e.g., construction/maintenance near the network, need for tree pruning and
possible irregularities).

The objective of Cemig is to map and implement the necessary actions to prevent acci-
dents of the population with the electric network.

Cemig remains aligned with the best practices in the information security market, working
with other companies in working groups to improve information management.

Cemig has a Cyber Security Working Group for Cemig GT’s Operations Center, Power Plants
and Substations, whose objective is to raise the level of protection of supervisory and con-
trol network and Cemig'’s operation center in order to avoid and, if necessary, react effec-
tively to cyber-attacks.

Cemig is subject to compliance with legal requirements of Sarbanes-Oxley Act because it
has shares traded on New York Stock Exchange. To ensure compliance with this law, the
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Company has established an IT risk management and control system based on COBIT 5%,
which is audited annually by internal and external auditing. This management system,
based on Brazilian Standard (“ABNT"”) NBR ISO/IEC 27001:2013 is aligned with best market
practices, and it guarantees information security at Cemig. This is done through manage-
ment and control of policies, risks, communication, classification of information and secu-
rity of information. In addition, there are recurring actions to improve processes, communi-
cation, awareness and training.

All infrastructure management, operation and IT services are structured based on the best
practices defined by the Information Technology Infrastructure Library (ITIL) model, aiming
to improve continuously IT services delivered to the business.

Cemig participates in several groups that develop studies related to information security,
among which stand out: (i) the ABNT Security Techniques Study Committee, the National
Network on Information Security and Cryptography - RENASIC; (ii) ABRAGE's Strategic Fa-
cilities Security Committee; and (iii) the Cyber Security Temporary Task Force of the Brazi-
lian Association of Electric Power Transmission Companies - ABRATE.

Cemig also collaborates with Center for Studies, Response and Treatment of Security Inci-
dents in Brazil - Cert.br, through its Computer Security Incident Response Team - CSIRT.

Other actions carried out in 2018 by Cemig*:

Preventive actions to avoid possible cyber-attacks. It is worth to highlight that two
vulnerability analyzes and an invasion test in Cemig’'s computerized systems were
published on the Internet. The treatment began in 2018 and will continue in 2019;

Acquisition of a vulnerability management software solution to assess the protection
of its cyber environment by supporting the company to establish an effective vulnera-
bility management process. The solution is implemented and in 2019 will be used in
all analyzes of technical vulnerabilities of Cemig environment;

Start of Cemig GT cyber asset inventory tasks as part of the activities of the working
group created to implement cybersecurity controls in accordance with sub-module
10.14 of the network procedure of the National System Operator (ONS). This inventory
will be continued in 2019;

47 Control Objectives for Information and related Technology 5 - COBIT 5 is a business model and global management for corporate IT
governance and management.

¢ In addition to the communication campaigns and the annual surveys, the Company carried out an online training in information secu-
rity. 10,464 users from 38 companies of the group were trained through a distance learning platform (EAD).

For monitoring purposes, the company has been carrying out an annual information security survey for 13 years. The survey is conduct-
ed with allemployees, contractors and trainees to check the knowledge level of Cemig employees and the adaptation of the environment
and technology to good information security practices.

Lastly, Cemig organizes, annually, the event “Up to date with information security.” In 2018, the lectures “Digital transformation and its

consequences” and “How to measure the effectiveness of cybersecurity in energy infrastructure and the ICS (Industrial Control System)
system” were held. The event also featured a stand-up comedy that brought to the public daily issues of information security
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The cyber security diagnosis of the operation center and distribution substations is expec-
ted to occur in 2019, which will assess the compliance of the operating procedures against
best market practices and assess the level of protection against cybernetic countermeasu-
res of Cemig's facilities.

There was no occurrence in 2018 regarding breach of privacy or loss of customer data.
Cemig does not commercialize or make commercial use of its customers’ data.



Juliano Marcial (Power Plant Operation)

8. ENERGY SUPPLY

The commercialization of energy by Cemig takes place through its wholly-owned subsidiar-
ies, Cemig D and Cemig GT, also involving the other companies in which Cemig GT has inter-
ests: Horizontes Energia, Sa Carvalho, Cemig SHP, Rosal Energia, Cemig Geragao Camargo,
Cemig Geragao ltutinga, Cemig Geragao Salto Grande, Cemig Geragao Trés Marias, Cemig
Geracgao Leste, Cemig Geracao Oeste, Cemig Geracgao Sul.

In this market, Cemig sells energy in both the ACL and the ACR%. In 2018, energy sold by
Cemig increased by 0.5% in relation to 2017. There was also an increase in sales of energy to
final consumers and own consumption, which grew 2.41% in relation to 2017. In turn, sales
to generators, independent energy producers, distributors and marketers totaled 11,991,355
MWh in 2018, representing a reduction of 6.15% when compared to the previous year.

4 As presented in chapter seven.
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Energy Marketed by Cemig Sales of Energy to Final
Group (MWh) Consumers and for Own
Consumption (MWh)

55,276,770 55,554,644

42,499,365 43,522,046

m2017 ©2018 m2017 2018

Cemig's performance, detailed among its different classes of consumers, is described below:

Sales for Final Consumers?°

41.8% 406%
235% 23.6%
19.3%
17.7%
l I I . ] .

Residential Industrial Trade and Services Rural Other Segments

B30T =208

S EU3, G3
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RESIDENTIAL

Residential consumption accounted for 18.48% of all energy distributed by Cemig Group
and 23.6% of energy sold to final consumers. In 2018, residential consumption totaled
10,266,434 MWh, an increase of 2.58% in 2018 compared to 2017. The average monthly
consumption per consumer in 2018 was 125.8 kWh/month, which represents an increase
of 1.6% compared to 2017 (123.8 kWh/month). This increase in residential consumption
can be explained by:

incorporation of 52,147 new consumer units;

greater number of billing days in the 2018 calendar (365.3 days) compared to 2017
(364.2 days);

acceleration of the economy in 2018, which grew by 1.1% of Gross Domestic Pro-
duct51 - GDP in Brazil and 1.4% in Minas Gerais, accumulated in the year to Septem-
ber, compared to the same period in 2017.

INDUSTRIAL

In 2018, energy invoiced to the industrial class, accounting for captive and free customers
in Minas Gerais and 23 other states, accounted for 31.84% of the total volume traded by
Cemig Group and 41.7% of energy sold to final consumers. This figure was 17,689,182
MWh, representing a reduction of 0.4% compared to 2017. This result is the composition of
decreases of 0.85% in the captive segment and 0.33% in the free market.

The result of the captive customers was affected by the reduction of 1,473 (1.99%) consu-
mers. As for free customers, the result is related to the reduction of 9.23% in the amount of
energy supplied in 2018 to Cemig GT's free customers.

COMMERCIAL AND SERVICES

For Commercial and Services class, the total billed in 2018, considering captive and free
customers in Minas Gerais and other states, represented 15.08% of the total volume of
energy sold by the Cemig Group and 19.7% of energy sold directly to end consumers. The
amount of 8,380,346 MWh traded represented an increase of 11.63% in relation to the pre-
vious year.

The variation observed in this segment is associated with the 1.15% increase in the volume
of energy billed to Cemig D’s captive consumers and 41.5% in the volume of energy billed to
free customers, both by Cemig GT and by the other companies in which has interests.

51 The Brazilian GDP data is publishedby the Brazilian Institute of Geography and Statistics (IBGE) and Minas GeraisGDP data are relea-
sed by Joao Pinheiro Foundation.



As presented for the residential segment, growth of 1.1% of the Brazilian GDP and 1.4% in

Minas Gerais contributed to the increase in consumption in the captive market. The signi-

ficant increase in free market consumption, in turn, is associated with the incorporation of
82 new facilities.

RURAL

The consumption of rural class in 2018 totaled 3,615,402 MWh, corresponding to 6.51% of
the energy marketed by Cemig Group and 8.5% of the energy marketed to end consumers.
This figure represented a reduction of 0.44% compared to 2017. Within the rural segment,
the irrigation and conventional agriculture and livestock categories presented, respectively,
a reduction of 6.6% and an increase of 3.5%.

OTHER CLASSES

Other classes involved in the commercialization of energy - Government, Street Lighting,
Public Service and Own Consumption - accounted for 6.43% of Cemig Group's energy in
2018 and 8.4% of energy sold to end consumers. This amount totaled 3,570,682 MWh, re-
presenting an increase of 1.04% compared to 2017.

Wholesale Business
SALES IN THE FREE CONTRACTING ENVIRONMENT

The commercialization of energy in the ACL, for marketers, generators and independent
energy producers, results from the conclusion of short-term sales agreements. In 2018,
commercialization of energy via ACL and bilateral agreements reached 9,657,866 MWh, a
reduction of 7.27% compared to 2017, the year in which there were more short-term agree-
ments and the amount sold by Cemig GT for energy marketers was higher.

SALES IN REGULATED PROCUREMENT ENVIRONMENT

Due to contractual reductions in 2018, sales of energy in the ACR decreased by 1.21% in
relation to the previous year, totaling 2,333,489 MWh.



12/3118 1zmny Variation %

Sales to Final Consumers 43,522 048 42 461 BEB 2.50%
Residential 10,266,434 10,008,423 2.58%
Indusgirial 17,689,182 17,760,807 -0.40%
Trade, Services and Others 8,380,346 ¥.507,310 11.63%
Rural 3615402 3,651,472 -0.95%
Government BT1.328 866,803 0.64%
Street lighting 1,283,878 1,366,938 1.24%
Public Service 1315479 1,301,135 1.10%
Own Consumption 41,244 37,477 10.08%
Supply to other concessionaires 11,991,355 12,777,405 -6.15%
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The table below shows Cemig’s consolidated balance sheet of electricity, comprising the
purchase and sale transactions carried out by the companies of the Group in 2018%.

CEMIG GROUP (INTEGRAL COMPANIES)

TOTAL RESOURCES TOTAL REQUIREMENTS

80,190 GWh 80,190 GWh

ENERGY CEMIG D SALES IN THE CAPTIVE MARKET
ENERGY PRODUCED 4,871 oD 25,271

73.309

CEMIG GT SALES IN THE FREE MAREET
25,326

TRANSFER TO AUTOPRODUCERS
0

ENERGY PURCHASED 75,319
RELATED COMPANY SALES

1,800%

LOSSES -
DISTRIBUTION
NETWORK SALES OF CEMIG GT TO DISTRIBUTORS
ﬁ}33‘| 2,492“"

SALES IN MRE
200
LOSSES -

BASIC NETWORK
500 SALES IN CCEE
18,220

Comprises the energy balance of the Cemig group: Cemig D, Cemig GT, Cemig PCH, Horizontes, Rosal, $4 Carvalho @ SPE's.
Excludes transactions between companies.

1. Energy Trading Contracts in the Requlated Environment - CCEAR e Adjustment Auction

2 Energy Reallocation Mechanism - MRE

3. Generation injected directly into the Distribution Netwark (includes distributed micro generation)
4. Program 10 encourage alternative sources of energy- PROINFA

5. Bilateral Business Agreements CEMIG GT, 58 Carvalho, Honzontes, Rosal, CEMIG PCH e SPEs

6. 2ales of Cemig BT in the Regulated Contracting Emirsnment- ACH

52EU2, G3 and EU12, G3



8.3 POWER QUALITY

In order to meet the standards expected by customers and required by the regulatory agen-
cy, Cemig develops actions and initiatives to improve operational management, organiza-
tion of the logistics of services to respond emergencies, and performance of inspections
and preventive maintenance of the substations, distribution lines and networks. The Com-
pany invests also in training of its professionals, in advanced technologies and standard-
ization of work processes.

The DEC (Equivalent Duration of Interruption per Consumer Unit) and FEC (Equivalent
Frequency of Interruption per Consumer Unit) Indicators are used to evaluate the effective-
ness of the actions and initiatives carried out by Cemig. The analysis of these indicators
observes the difference between interruptions caused by accidents and scheduled inter-
ruptions, related to the procedures of improvements in the electrical system that eventual-
ly demand the interruption of the power supply.

The following graphs show the evolution of the DEC* and FEC® continuity indicators. In
2018, both DEC and FEC presented their lowest values when compared to the historical
series of five years.

Cemig's DEC, by type Cemig's FEC, by type
AMNEEL DEC limit
n2013 10.58%
T ANEEL FEC imit
in 2018 7.26%
2 2
2016 2013 2014 2015 2016 2017 2018
“ Accidental DEC * Scheduled DEC ! Accidental FEC * Scheduled FEC
53 EU29, G3
S4EU28, G3
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In 2018 approximately BRL 46.2 million
was paid in compensation to Cemig con-

Compensation (BAL million)

sumers for breach of individual indicators 2014 20.1
of electricity supply continuity (DIC, FIC,
DMIC and DICRI). Despite the reductions S e

of the DEC and FEC indicators, in 2018 the
compensation amount was 30% higher
than in 2017. 2007 35.5

2016 43.1

08 462

The management of energy losses is one of Cemig’s strategic objectives, since it rep-
resents unrealized revenues and indirectly impacts to the environment, such as increasing
greenhouse gas emissions. The losses are represented as an energy requirement of Ce-
mig’s services, since they directly influence the amount of energy that must be generated
and distributed to meet a given demand. In addition, the control of electrical losses is also
related to the quality of the energy supply and the safety of the population, which are rele-
vant to the Company.

Total loss in distribution (IPTD) indicator is calculated by the difference between total en-
ergy injected into the distribution system, verified by the Chamber of Electric Energy Com-
mercialization (CCEE), and the total energy consumed by the market. The IPTD is segment-
ed into technical losses - PPTD and non-technical losses - PPNT.

Technological losses are considered as those inherent to the process of transportation
and distribution of energy along the equipment and transmission and distribution lines. Its
result is influenced by energy dispatching conditions of the plants, works that are carried
out to improve electric system, changes in consumer behavior, among other factors. The
technical losses are calculated according to current regulatory methodology (Prodist -
module 7%).

% www.aneel.gov.br/modulo-7



Non-technical losses, on the other hand, relate to deficiencies or irregularities in the mea-
surement and billing of consumer units, as well as the existence of clandestine connec-
tions in the distributor’s network.

As most non-technical losses occur in the low voltage network, ANEEL defines the percent-
age indicator of this loss in relation to the volume of energy transported in the low voltage
network. The control and reduction of non-technical losses, in this way, is fundamental to
minimize Cemig'’s financial losses, which are, in part, passed on to consumers’ tariffs in
the tariff review process.

The main risk associated with the man- Total losses in distribution
agement of energy losses is related to
non-compliance with regulatory targets
established by ANEEL for the current tariff
cycle (2018 to 2022). The main business
impact of the inadequate management

of losses in the electricity system of Ce-

mig D is the commitment of the financial oo = e
sustainability of the company due to the 11.75%
lower billing. When considering the limits

imposed by ANEEL in the last tariff review,

it is possible to attest risk’s high degree,

mainly due to the adoption of simplified

statistical models for the calculation of

technical losses and non-technical losses.

14.24%
13.46%

12.48%

3.71%

The models adopted by ANEEL have pre-
sented increasingly challenging limits for
the Companies of the sector. In addition,
the changes made by the Federal Govern-
ment in the electricity sector, which culmi-
nated in successive tariff readjustments
and the current scenario of economic
recession, led to budgetary restrictions for
the necessary investments and controls.

8.77%

2014 2015 2016 2017 2018

w Technical Losses (PPTD) = Mon-technical Losses (PPNT)
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The calculation of the indicators of energy losses showed that the IPTD in 2018 was
12.48% in relation to the total energy injected into the distribution system. Out of this total,
8.77% was related to technical losses (PPTD), while 3.71% was related to non-technical
losses (PPNT), amounts expressed in relation to total energy injected into the distribution
system. This result is above the target established by ANEEL for Cemig in the 4th tariff
cycle, which runs from 2018 to 2022 (goal of 11.75% in 2018). Nonetheless, the result for
2018 represents a reduction of 1.76% compared to 2017, when the IPTD was 14.24%. In
2022, the goal set by ANEEL for Cemig will reach 11.23%, which will require continuous
efforts to conform the Company to ANEEL's goal.%®

In 2018, the PPTD indicator presented a reduction of 0.22% in relation to the value of 2017
(8.99%). It should be noted that Cemig improved the recognition of regulatory technical
losses, which are losses related to the process of transportation and transformation of
energy throughout the equipment and transmission and distribution lines. Due to work car-
ried out since 2014, which aimed to implement a new methodology for calculation of tech-
nical losses, and technical discussions with ANEEL during Cemig D’s latest tariff review,
this indicator, which represented 7.84% in the 3rd tariff cycle (2013-2017), now represents
8.77% in the 4th tariff cycle. The reduction in technical losses is also caused by the im-
plementation of technical works to improve and strengthen the electric system. Between
2018 and 2023, investments of BRL 4.5 billion are foreseen in the electric system.

Regarding the PPNT indicator, in 2018 there was a reduction of 2.58% compared to 2017,
and the result in 2018 was 10.53% in relation to the low voltage market, for a regulatory
goal of 7.31%. Seeking to stabilize and reduce levels of non-technical losses, Cemig inten-
sified the combat actions after 2017, succeeding a period of increase of the indicator, due
to Brazilian economic recession. In 2018, in order to reduce non-technical losses, Cemig
promoted several actions that focused on inspecting consumer units suspected of fraud.
185 thousand inspections were carried out throughout the State of Minas Gerais, repre-
senting an increase of 85% in relation to 2017 (99 thousand inspections). These inspec-
tions led to an increase of BRL 59 million in Cemig’s revenue, in addition to having recov-
ered BRL 18 million.
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Other actions undertaken in 2018 to mitigate non-technical losses were:

inspection missions in strategic points of Belo Horizonte and Minas Gerais, covered
by media (television, radio, newspaper, social networks, etc.);

anti-fraud operations that resulted in the withdrawal of 500 clandestine power con-
nections;

elaboration of 150 documents that disclosure frauds identified in systems of mea-
surement and sending to the police authorities, aiming to criminalize of recurrent
fraudsters;

remote monitoring of approximately 12 thousand large customers, representing a
43.5% screening of Cemig D’s revenues;

replacement of 48,000 obsolete meters, modernizing the measurement park;

replacement of the communication system of 75 free customers, allowing greater reli-
ability and agility in billing.

Finally, in order to achieve Cemig's target for regulatory losses up to 2022, the company devel-
oped a Combat Plan for the 2018-2022 horizon. The following actions are planned for 2019:

execution of 300 thousand inspections in consumer units;

deployment of remote monitoring in 25 thousand large low voltage customers;
replacement of 80,000 obsolete meters;

inspection of 100 thousand points of public lighting;

regularization of the energy supply of 20 thousand families living in low-income re-
gions occupations areas.

Tariffs theme is very relevant for Cemig, since the value of the tariffs practiced directly
affects the Company’s economic and financial situation and its sustainability. The meth-
odology adopted by ANEEL to define tariffs and regulatory revenues presupposes that the
defined revenue is sufficient for the concessionaire’s economic and financial balance.

The revenue defined and approved by ANEEL, in the Distribution and Transmission busi-
ness, is in the form of a tariff and the Annual Revenue Allowed - RAP. For the Generation
business, especially as provided by Law No. 12.783, of January 11st, 2013, the matter
became extremely relevant.



Cemig Distribuicao

Cemig D has its tariffs reqgulated and supervised by ANEEL. In addition to the definition of
tariffs, the Agency also determines the cost associated with each type of consumer, which is
used to calculate the different tariffs between various consumer strains.

In this tariff setting process, Cemig D acts in defense of the Company at ANEEL to recognize
the costs and investments required to provide quality and availability of services.

Tariff-billed revenue includes coverage for two types of costs: manageable costs and non-man-
ageable costs. The manageable costs correspond to operational costs of the distribution,
remuneration of shareholders and share of reintegration of the invested capital. Non-manage-
able costs are those that the distributor collects from the consumer and passes on to other
agents in the industry, such as energy purchase, transportation (transmission) and sectorial
charges.

Annual Tariff Price Adjustment

The Tariff Review occurs annually and every five years, as established in the agreement. Tariff
price readjustment is intended to fully pass on non-manageable costs. It also intends to mon-
etarily adjust the manageable costs, which were established in the Tariff Review. The index of
readjustment of the manageable costs is the IPCA, and on this value is deducted the X-Factor,
to capture the productivity, according to methodology of the regulatory model of price-cap.

Out of the amount collected in the invoice, 20.9% is in Cemig D and is intended to remunerate
investments, to cover depreciation and costing of the Concessionaire, being this last portion
called Parcel B. The remaining 79.1% are transferred to cover purchase of energy (28.5%), sec-
torial charges (12.9%), transmission costs (6.5%), called Portion A, in addition to ICMS (25.1%)
and PASEP/COFINS (5.8%) taxes. As determined by the Federal Constitution, Cemig is obli-
gated to collect taxes directly in the consumer’s account and pass them on to the competent
authorities. In Minas Gerais, consumer units registered as low income households, as defined
by ANEEL, which are beneficiaries of the Social Tariff and whose monthly billing corresponds
to the average consumption of up to 3 kWh per day, are exempt from ICMS.

It is also charged the Contribution for Costing of Public Lighting Service (CIP), whose values
are defined by municipalities. Cemig only raises the public lighting charge and passes it on to
the municipality, which is responsible for the services of design, implementation, expansion,
operation and maintenance of public lighting facilities.

The Tariff Flag System

Tariff Flag is a system instituted by ANEEL to indicate to consumers the actual conditions and
costs of electricity generation in the month of consumption, allowing the customer to respond
more rationally to energy price. The mechanism came into force in January 2015, as deter-
mined by Sub-Module 6.8 of the Tariff Regulation Procedures - PRORET.



The Tariff Flag system is represented by the green flag, which indicates favorable conditions of
energy generation, not involving a tariff increase, and by the yellow and red flags, which indi-
cate less favorable and critical conditions of energy generation, resulting in an increase to the
Energy Tariff Rate.

The transfer of resources from the billing of Tariff Flag Ranges is carried out by distributors
to the Centralizing Account, managed by Electric Energy Trading Chamber - CCEE. Resourc-
es available in this account are passed on to distributors, according to the need to cover the
costs of power generation by thermoelectric source and short-term market exposures.

Besides the tariff indicator, the Tariff Flag Range System is an important mechanism to miti-
gate the mismatch between expenditure and energy purchase tariff coverage.

Cemig Geragao e Transmissao

The transmission revenue of Cemig GT consists of the sum of revenues of all transmission
assets. Thus, the Concession Agreements established an Annual Allowable Revenue (RAPS)
of the assets of the existing system that constituted the initial revenue which assures conces-
sionaire’s economic and financial balance.

As it operates in a regulated market, revenues from Cemig GT's transmission assets are estab-
lished by ANEEL, and are updated in the periodic tariff review, extraordinary tariff review and
annual tariff readjustments. Similar to what occurs in the Distributor, the Company acts with
the Regulatory Agency to recognize its costs in the review, readjustment and ratification pro-
cesses of the RAPs for new assets.

The annual readjustment of transmission revenue occurs in July of each year, except when
there is a Tariff Review. The purpose of this process is to correct the inflation-approved RAR,
to add to RAP revenue from the reinforcements and improvements that went into commercial
operation in the last tariff cycle (July of the year prior to June of the year of adjustment) and
to calculate the Adjustment Portion. The methodology of the regulatory model is the Reve-
nue-cap.

The inflation index used by ANEEL to readjust Cemig GT's revenue is the IPCA. In addition to
the concession 006/97, Cemig GT still has the concession of a bided substation, SE Itajub3,
whose readjustment also occurs in July, with the IGP-M as its index.



Cemig participates in government programs and initiatives that promote electric inclusion.

The Rural Electrification Program — PRAR, is one of these initiatives and was instituted by
the federal government with the objective of bringing quality electricity to the rural area.
PRAR has as its main axes the development and social inclusion. In the State of Minas
Gerais, the government implements the program through Cemig, which is responsible for
bringing electricity to the rural area of the 774 municipalities in its concession area and
serving approximately 50,000 rural properties.

Cemig has connected new rural customers to the electricity grid to meet PRAR require-
ments. All service to the PRAR was prepared by Cemig aiming to attend, first, older re-
quests of customers in the entire State of Minas Gerais. In this sense, by the end of Au-
gust 2018, Cemig had made 16,171 power connections of new rural customers compared
to an initial goal of 15,674 calls for the period. The goal of the program was fulfilled with
103% achievement.

PRAR is a highly complex logistics program, that invested in the construction of more than
15 thousand kilometers of networks, installation of 40 thousand transformers, thousands
of poles and investments of about BRL 800 million. It was established in October 2015
and until August 2018, more than 53 thousand customers (30 thousand old orders and
more than 23 thousand new requests) have been served, surpassing the initial target of

50 thousand connections. With this, Cemig D has already regularized 698 municipalities,
which have the Rural Market Service Index - |A, greater than 99% and represent 90% of the
concession area of Cemig D.

A government program regulated by Decree No. 9.357 of April 27, 2018, which extended
it until 2022, aims to promote social inclusion through the scaling of the supply based on
discounted payments for the use of energy to low-income families.

Cemig also applies a social tariff, which it is a discount on the electricity bill for low-in-
come families®. In 2018, an average of 582,639 consumers of Cemig received monthly
tariff benefits related to the social tariff, in the total amount of BRL 165.03 million per year.

57 To receive the discount in the tariff, consumers must comply with the provisions of the law, namely, it is entitled to the benefit of social
tariff those residential consumer units that are used by families enrolled in the Sole Register for Social Programs of the Federal Government
(Cadastro Unico) or who receives the Benefit of Continuous Rendering of Social Assistance - BPC. The discount is only applicable up to the
consumption of 220 kWh and the indigenous and quilombola families have a 100% discount up to the consumption limit of 50 kWh/month. It
is also worth noting that for the benefit to be granted, the last cadastral update should have occurred up to two years. The social tariff of elec-
tric energy results in a cumulative discount on the tariff applicable to the residential class according to the range of consumption. For more
information on how to request the benefit, access https://www.cemig.com.br/pt-br/atendimento/Paginas/tarifa_social.aspx.
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The risks related to this program concerns a delay in the transfer of such resources and
consequent impact on the distributor’'s cash flow. The loss of revenue of the distributors
with the subsidy granted to low-income residential consumers, as well as other subsidies,
is monthly covered by a contribution from the Energy Development Account (CDE).

In 2018, a study was carried out to measure and evaluate social and economic impacts
generated by the new energy connections carried out by Cemig in the rural area. It was ver-
ified that there is an increase of the income of families in the rural region due to arrival of
electric energy. This is due to many positive effects that access to energy promotes, such
as: the use of electrical tools and equipment, resulting in greater productivity, the use of
appliances, and the availability of light for studies and readings.

According to the National Household Sample Survey (PNAD), by the Brazilian Institute of
Geography and Statistics (IBGE), in 2015, there is a difference of BRL 379.46 in the average
household income per capita among the electrified and non-electrified rural municipalities
in the Southeast Region. Considering the average of two people per household, in 2017, for
example, the 21,502 new power connections in rural areas carried out by Cemig allowed an
increase in family incomes in the order of BRL 16,318,297.80. In 2018, 16,171 new power
connections led to a growth in family incomes amounting to BRL 12,272,495.28.

Distributed Generation

The Distributed Generation (GD, electrified and non-electrified) consists of the generation
of energy near the place of consumption, distinguishing it from the traditional model of
centralized generation, because it does not use the transmission system. This concept
of generation has been diffused in the world, supported by the opening of markets of the
electricity, gas and oil sectors. Other factors that have fostered distributed generation are
the environmental issues and the maturing of technologies applied to this type of genera-
tion. In general, the technologies applicable to this segment can be:

Motor-generator (diesel, gasoline, ethanol and natural gas and biogas);
Microturbines;

Small wind turbines (horizontal and vertical);

Small and micro hydroelectric power plants;

Fuel Cells; and

Photovoltaic solar panels.

ANEEL Normative Resolutions 482/2012 and 786/2017 defined and regulated the GD
business in Brazil, also determining conditions for the energy compensation mechanisms
associated with this generation. GD is provided through mini-generation or microgenera-
tion plants, which are defined as power plants with an installed power less than or equal to
75 kW (microgeneration) or more than 75 kW and less than or equal to 5 MW (minigenera-
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tion). Also, qualified cogeneration, according to ANEEL regulations, or renewable sources
of electric energy, must be used, connected in the distribution network through facilities
of consumer units. The solar photovoltaic source has been the most widely used in the GD
plants already implanted and under implantation in Brazil.

In general, the presence of small generators near the loads can provide several benefits for
the electrical system and utility companies, among which the following should be men-
tioned:

The postponement of investments in expansion in the distribution and transmission
systems;

Low environmental impact;
Improvement of the network voltage level during the heavy load period;

The increase of energy efficiency of the source by reducing production losses and
electricity transmission;

The diversification of the energy matrix; and

Favoring the creation of new business models applicable to the electricity sector.
On the other hand, it may occur impacts such as:

Increasing the complexity and stability of network operation;
Difficulty to charge the use of the electric system;

The possible incidence of taxes and the need to change the procedures of the distrib-
utors to operate, control and protect their networks.

One solution to these impacts is Smart Grid or even a more complex and integrated
planning system, the Smart Cities.

Cemig, a pioneer in the process of distributed generation, aligned with the development
of technology, connected the first microelectricity generation unit in Brazil in September
2012, the same year that ANEEL created the Electric Energy Compensation System. Since
then, Cemig has been leading the market for distributed generation connections in the
country. In the period between the publication of Resolution No. 482, in 2012 and De-
cember 2018, 10,713 generating units were already connected by the Company, of which
10,622 (99%) were photovoltaic solar source, 64 as a thermal source (biogas), 24 as a
hydraulic source and three cogeneration (biomass), totaling an installed capacity of 113.7
MW with Distributed Generation. When analyzed in the national scenario, the connections
made by Cemig represent 20% of all distributed generation connections in Brazil and the
113.7 MW installed by Cemig represent 18% of the 676 MW installed in Brazil.
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One solution to these impacts is Smart Grid or even a more complex and integrated plan-
ning system, the Smart Cities.

Cemig, a pioneer in the process of distributed generation, aligned with the development
of technology, connected the first microelectricity generation unit in Brazil in September
2012, the same year that ANEEL created the Electric Energy Compensation System. Since
then, Cemig has been leading the market for distributed generation connections in the
country. In the period between the publication of Resolution No. 482, in 2012 and De-
cember 2018, 10,713 generating units were already connected by the Company, of which
10,622 (99%) were photovoltaic solar source, 64 as a thermal source (biogas), 24 as a
hydraulic source and three cogeneration (biomass), totaling an installed capacity of 113.7
MW with Distributed Generation. When analyzed in the national scenario, the connections
made by Cemig represent 20% of all distributed generation connections in Brazil and the
113.7 MW installed by Cemig represent 18% of the 676 MW installed in Brazil.
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It is important to highlight the rapid evolution of this market and the significant increase
in demand for this solution. In 2018, 6,249 new power connections were carried out by the
Company, which almost doubled the total number of power connections in the concession
area of Cemig. This number represents an increase of 122% compared to the 2,814 power
connections carried out in 2017. The profile of the connections in the GD is predominantly
of low voltage - approximately 98% -, and by photovoltaic generation. The evolution be-
tween 2016 and 2018 stratified by connected generating units, consumption classes and
types of sources, has the profile presented in the following graphs, with the aforemen-
tioned predominance of photovoltaic generation and residential generation:
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It was observing this maturation of the distributed generation market, especially the photo-
voltaic generation technology, which in June 2018, Cemig consolidated its entry into the GD
business through the creation of a wholly-owned subsidiary, focused on meeting this demand,
Cemig Geragao Distribuida S.A. - Cemig GD. The company is already expected to realize 250
MW of power connections in the next two years.

In addition to the creation of a company to serve the market of distributed generation for final
consumers, Cemig intends to invest in the use of GD for its generator park. During 2018, in-
vestments were approved in photovoltaic solar plants (UFV), and work has begun on the imple-
mentation of the first Cemig minigeration plant, UFV Janaudba, with a power of 5SMW and with a
forecast for energization in February 2019.

Energy Efficiency

The Energy Efficiency Program of Cemig D (Smart Energy) has been developing projects aimed
to guide the population about correct use of electric energy since the 1980s, according to speci-
fic legislation of the time®. In 2018, BRL 47.05 million was invested in the implementation of new
technologies and strengthening of the culture of rational energy use through the awareness and
use of more efficient equipment. These energy efficiency actions include low-income families,
hospitals, non-profit entities, rural dwellers, educational institutions and public agencies.

% The specific legislation regulated by the National Electric Energy Agency - ANEEL, in effect, determines the application by the distributor
of a minimum percentage of net operating revenue in energy efficiency projects, in addition to the annual publication of a Public Call for Pro-
jects, where the society has the opportunity to present proposals to be executed with the Energy Efficiency resource. In 2018, BRL 40 million
was made available for the Call for Energy Efficiency Projects.
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The actions carried out in 2018 are presented below.

ACTION

Target Audignce

Reduction in
paak-
demand
(kW)

Educational Metwork of Public schoals 1029 9,102.640

Installation of solar hesting Low Income Families 628 2,381,202 64,511 25,124 4,787
syslems Low Inéame " " '
Efficiency of low incame

communities (Bulbs, Low Income Families 29,247 4,642 991 238,492 107,411 17474
Refrigeratar, Vigita)

Echool Efficiency (Lighting and Metwark of Public schools 147 2,832,636 166773 47,109 12,375
Phatavaltaic) " N " '
||'|“I||I1I.ﬂl'l of ll?|lf heating Public and philanthrapie & 10931 24.411 54,835 LB
systems in hospitals hespitals

Efficiency of Hospitals Fubli T

(Auteclaves. Lighting. Surgical h::’n';;:d PR ITTNIR 40 11,369,580 230.019 B6.200 17.067
Light, Dryers and Photovaltaic)

||'|B|I||I1i.ﬂl'l ol !l?|ﬂf heating Lang-term care lacilities 5 244,593 B162 2,714 BT
systems in hospitals for the elderly

Banuses for engine replacement The entire society a7 2,244,005 552,247 45,158 40,877
Financing of Projects selected The entire sogiety 1 6,981,823 8,400 1,262 623
by Public Call k ¥ -

Fldi&lﬂ if progress Non-Pralil Consumers 6. 737112 o o o
Management Plan 505.510

TOTAL 47,052,528 1,288,015 409,818 95,571

In addition to the Energy Efficiency Program, Cemig has Efficientia, a wholly-owned subsi-
diary of the Company created in 2002. The company is an ISO 9001 certified Energy Servi-
ce Company (ESCO), which provides customers in the commercial, industrial and service
sectors with the development and feasibility of technology solutions aimed at energy
efficiency and the consequent reduction of emissions of greenhouse gases.

More information about Efficientia can be found at this http://www.efficientia.com.br/Site-
Pages/P%C3%A1gina%20Inicial.aspx.
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9. FINANGIAL RESULTS

For 2018, Cemig reported a net income of BRL 1,700 million, compared to BRL 1,001 mil-
lion for 2017, a year-on-year increase of 69.83%. The main variations in revenue, costs and
expenses, and the company’s financial results for 2018 are also presented below.

Cemig’s consolidated net income and the breakdown by operating segment are as follows:

Cemig's Net Income Net Income by
operating segment
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9.2 OPERATING INGOME

The composition of operating income is as follows:

Grass supply of electricity 23,701,361 24,671,995 4.04%
Revenus from Use of Electric Distribution Systems - TUSD 1,610,593 2,044,560 26.95%
CWaA and other financial components 988,260 1,973,064 99 65%

Transmission Revenue

Trangmiggion Concession Revenue a71,066 410,852 10.72%
Transmission Conetruction Revenue 24,827 95,712 285.52%
Trangmiasien Indemnity Revenue arang 150,375 -32.01%
Generation Indemnity Revenue 271,607 55,332 =T9.63%
Distribution Construction Revenue 1,093,921 BO1,7TR “26.7T1%

Adjustment of the expectation of the cash flow of the indemnifying financial asset of the ]
distribution concession 8.586 326 96.21%

Revenue from Financial Adjustment of Bonus for Granting 316,880 In A 1.43%
Transactions with energy in CCEE 860,108 27218 T4, TE%
Gas Supply 1,768,692 1.998.406 13.46%
Fine far breach af standard continuity indicater - (44,326)

Other Operating Incomes 1483377 1.584.094 6.79%
Taxes and charges levied on revenue {11,150,805) {12.311,634) 1041%
Hel Operating Revenue 21,711,690 22,266,217 2.55%

9.3 GROSS ELECTRIGITY SUPPLY

Revenue from gross electricity supply totaled BRL 24,872 million in 2018 compared to BRL
23,701 million in 2017, representing a 4.94% growth.
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END CONSUMERS

Revenue from energy sold to end consumers, excluding the Company’s own consumption,
was BRL 21,882 million in 2018 compared to BRL 20,438 million in 2017, a year-on-year
increase of 7.07%.

The main items that affected the 2018 revenue are as follows:

Cemig D's annual tariff adjustment, with an average negative impact on consumer
tariffs of 10.66%, applicable as of May 28th, 2017 (full effect in 2018);

Cemig D's annual tariff readjustment, with an average positive impact on consumer
tariffs of 23.19% positive, applicable as of May 28th, 2018;

Higher revenues from the ‘Tariff Flags’' system, resulting in BRL 654 million in 2018,
compared to BRL 454 million in 2017. This variation is mainly due to the drop-in res-
ervoirs’ levels, activating the ‘Yellow Flag' and ‘Red Flag’, which led to greater revenue
from additional charges related to the Flag’s additional tariffs; and

Growth of 2.50% in the amount of energy sold to end consumers.

MARKET EVOLUTION

Regarding the energy sold to other consumption classes, Cemig highlights the 11.63%
increase in the amount of energy sold to the commercial segment, mainly due to the inclu-
sion of new customers in Cemig GT's portfolio.

There was also an increase of 2.58% in the amount of energy sold to the residential sector,
largely due to the incorporation of new consumer units by Cemig D.

On the other hand, there was a reduction of 0.40% in the amount of energy sold to the
industrial segment, mainly due to the non-resumption of the industrial sector’s activity
growth at the expected levels for the year.

Operating costs and expenses amounted to BRL 19,042 million in 2018 compared to BRL
18,817 million in 2017, an increase of 1.20%. More information on the composition of op-
erating costs and expenses is available in Explanatory Note 29 to the 2018 Standardized
Financial Statements (DFP).
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The Company presented an increase of 8.28% in EBITDA. In line with the variation of EBIT-
DA, EBITDA margin increased from 16.09% in 2017 to 16.98% in 2018.

4,200 3,781 30%
EBITDA - BRL Millian
3,492
3,600
25%
Incame or loss of the year 1.0m 1.700 69.83
3,000
20%
+ Income Tax and Social
i 44 7 13.04
Contribution (*) Expenses e & 2 2400 e ————
15%
1,800
+ Financial Result 997 s18 (48.04)
10%
1,200
+ Depreciation and amortization 850 835 [1.76)
600 e
EBITDA 3,492 .78 B.28
0 0%
2017 2018
(*) The income tax and social contribution expenses include the
amount of BRL 129 million that is presented by the net result of 2ZaLL — B
BRL million margin - %

discontinued activities.

The main items that affected the result are described in the 2018 DFP.

The Company reported the amount of BRL 728 million in income tax and social contribu-
tion expenses in 2018 in relation to a BRL 2,304 million income, before tax effects, rep-
resenting an effective rate of 31.59%. In 2017, these expenses totaled BRL 644 million,
in relation a BRL 1,646 million profit, before tax effects, representing an effective rate of
37.80%.

These effective tax rates are consistent with the nominal rates in Explanatory Note 10(d)
to the 2018 DFP.



Cemig reports a 2018 financial result in the amount of BRL 518 million net finance ex-
pense, compared to BRL 997 million in 2017. The main factors that affected the financial

result are laid out as follows:

Recognition of gains arising from the
hedge operation related to Eurobonds
in 2018, totaling BRL 893 million, com-
pared to the loss of BRL 32 million in
2017. The adjustment to fair value of
the hedge has been positively impacted
by a reduction in the variation in the ex-
pected future curve for the CDI in com-
parison to the expected variation of the
US dollar. The recorded benefit should
be analyzed along with the exchange
variation expense of the Eurobonds, as
described in the 2018 DFP;

Reduction of 43.41% in financial invest-
ment income, amounting to BRL 116
million in 2018 compared to BRL 205
million in 2017. This variation is mainly
due to declining investments in 2018
and decrease of the average CDI rate,
which was 6.40% in 2018 and 9.93% in
2017,

Reduction of 82.20% in monetary in-
come from deposits linked to litigation,
amounting to BRL 34 million in 2018
compared to BRL 191 million in 2017.

In 2017, Cemig GT had BRL 82 million in
revenues due to the overriding provision
of the constitutionality of the inclusion
of ICMS in the PASEP/COFINS calcu-
lation base (more detail in Explanatory
Note 13 to the 2018 DFP);

Recognition of BRL 56 million in reve-
nues regarding credit charges with re-
lated parties in 2018. More information
in Explanatory Note 31 to the 2018 DFP;

Reduction of 14.38% in loan and financing
charges, totaling BRL 1,256 million in 2018
and BRL 1,467 million in 2017. This result is
mainly due to the lower variation of the CDI,
the main debt index in the Brazilian mar-
ket, of 6.40% in 2018 compared t0 9.93% in
2017;

Revenue growth of 34.87% due to increased
charges for late payment of electric bills,
amounting to BRL 352 million in 2018 com-
pared to BRL 261 million in 2017. This vari-
ation is mainly due to the effects of debt
renegotiation with consumers, accompanied
by interest recognition and monetary re-
statement;

Increase of 22.94% in monetary variation ex-
penses on loans and financing, totaling BRL
134 million in 2018 compared to BRL 109
million in 2017. This variation is mainly due
to the higher variation of IPCA, one of the
main debt indexes in the Brazilian market
(3.75% in 2018 and 2.95% in 2017);

Exchange variation expenses amounting

to BRL 579 million in 2018, attributable to
raising resources indexed to the US dollar
(Eurobonds). In December 2017 and July
2018, the amounts raised were USS 1 billion
(BRL 3.2 billion) and US$ 500 million (BRL
1.9 billion), respectively;

Increase in the net result of monetary varia-
tion related to CVA balances and other finan-
cial components, leading to a net revenue

of BRL 62 million in 2018 compared to a net
expense of BRL 41 million in 2017, basically
due to the higher balance of net assets in
2018 when compared to the previous year.



More information can be found in the composition of financial income and expenses in
Explanatory Note 30 to the 2018 DFP.

Cemig’s business is capital-intensive. Therefore, the Company historically needs capital to
finance the construction of new energy generation facilities, and the expansion and mod-
ernization of existing generation, transmission and distribution facilities.

The Company’s liquidity requirements are also affected by the dividend policy. Cemig
backs liquidity and capital requirements mainly with funds generated from operations and,
to a lesser extent, with funds from financing.

Cash and cash equivalents on December 31st, 2018 totaled BRL 891 million compared to
the balance of BRL 1,030 million on December 31st, 2017 and were not held in currencies
other than the Brazilian Real. The reasons for this variation are presented below:

CASH FLOW OF OPERATING ACTIVITIES

Net cash generated from operating activities in 2018 and 2017 totaled BRL 1,008 million
and BRL 580 million, respectively. The increase in cash generated by operating activities in
2018 compared to 2017 was mainly due to the compensation received for the Sao Simao
and Miranda power plants and to the increase in the Company'’s profitability.

CASH FLOW OF INVESTING ACTIVITIES

Net cash used in investing activities totaled BRL 211 million in 2018, compared to 386
million in 2017. This result is due to the Company'’s large investments in the period,
amounting to BRL 654 million in 2018 and BRL 766 million in 2017, deducting the amounts
received from asset sale.

CASH FLOW OF FINANCING ACTIVITIES

The cash flow used in financing activities during 2018 totaled BRL 936 million and was
composed by the amortization of BRL 3,527 million in financing and the acquisition of BRL
2,980 million in resources. In 2017, this cash flow totaled BRL 159 million and was com-
posed by the amortization of BRL 4,131 million in financing, and was offset by obtaining
BRL 3,308 million in funds. It is worth noting the contribution of shareholders for future
capital increase in the amount of BRL 1,215 million.



9.10 DISTRIBUTION OF VALUE RDDED

The Value Added Statement (DVA, Demonstracao do Valor Adicionado) presents the Com-
pany’s wealth generation and its representation to the Company. Cemig saw BRL 17,472
million added in 2018 compared to BRL 15,050 million in 2017.

Added Value Added Value
Distribution in 2017 Distribution in 2018

| Staff ~ Shareholders Third Parties M Staff " Shareholders Third Parties

" Government " Retained Amount  Government ' Retained Amount

9.11 GAPITAL MARKETS AND DIVIDENDS

Cemig was initially listed on the State of Minas Gerais Stock Exchange as of October 14th,
1960, and from 1972 on the Sao Paulo Stock Exchange (Bovespa) with the symbols CMIG3
(ON) and CMIG4 (PN). Since October 2001, Cemig has been listed on Level 1 of Corporate
Governance of Bovespa. Moreover, the Company’s shares have been traded since 1993 on
the New York Stock Exchange (CIG and CIG/C), having been listed on Level 2 of Corporate
Governance since 2001, and on the Madrid Stock Exchange (XCMIG) since 2002.
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SHAREHOLDER COMPOSITION

As of December 31st, 2018, the Company'’s capital stock totaled BRL 7,294 million, accord-
ing to the composition shown below.

TOTAL OF SHARES 1,458,752,601

COMMON SHARES PREFERRED SHARES

487,614,213 971,138,388

STATE OF MINAS GERAIS STATE AREA
50.96% 0.07%

BNDES INTEREST BNDES INTEREST
11.14% 2.70%

FIA DINAMICA ENERGIA FIA DINAMICA ENERGIA
9.88% 5.76%

NATIONAL INVESTORS NATIONAL INVESTORS
21.64% 38.13%

INTERNATIONAL INVESTORS INTERNATIONAL INVESTORS
6.38% 53.34%




SHARE PRICES

The following are the closing prices for 2017 and 2018 of the Company'’s shares in Sao
Paulo (Bovespa), New York (NYSE) and Madrid (LATIBEX).

Cemig PN CMIG4 BRL B39 13.86

Cemig ON CMIGD BAL 6.32 15.03
ADR PH IGC us§ 1.91 1.56
ADR ON CIG.C us§ 1.83 .93

Cemig PN (Latibex) KCMIG EURD 1.78 2.98

In 2018, the preferred shares, CMIG4, had a trading volume of BRL 26 billion, with a daily
average of BRL 108.79 million. This trading volume is 57.27% higher than the observed
in the previous year and causes our preferred share (PN) to be one of the most traded on
Bovespa, providing security and liquidity to investors.

On the New York Stock Exchange, the average daily trading volume of the preferred shares
was USS 11.74 million, adding up to USS 2.96 billion in 2018, maintaining its 2017 level
and securing Cemig'’s position as a global investment option.

In terms of performance, the company was the most traded in the electricity sector on
Bovespa. Among the Brazilian electricity sector ADRs traded on NYSE, Cemig had the high-
est volume traded in 2018.

az2mT 116.8% 137.8% 86.6% 115.3% 16.0% 24.0% -6.6%

The Company’s market value is represented by the totality of its shares at market value on
the last trading day of each year. In 2018, Cemig’s market value had a significant growth of
145.90% in comparison to the previous year.



Market Value (BRL Million)

20,781

2018

16,812

2014

9,773

) l l8 ]

2016 2017

PROPOSAL OF ALLOCATION
OF NET INCOME

The Board of Directors decided to propose
to the Annual General Meeting (“AGM") to
be held on April 30th, 2019, the following
proposal for allocation of the 2018 Net
Income, in the amount of BRL 1,700 mil-
lion, and the negative balance of retained

earnings, in the amount of BRL 115 million,

related to the initial adoption of CPC 48, in
the amount of BRL 182 million, deducted
the amount of BRL 67 million as a result of
the attributed cost of Fixed Assets.

BRL 867 million to be allocated as manda-
tory minimum dividends to the Company'’s
shareholders, as follows:

- BRL 210 million in the form of Interest on
Capital, to be paid in two equal installments,
the first up until June 28th, 2019 and the
second until December 30th, 2019, being
entitled the shareholders who have their
names entered in the Company’s Nominal
Share Registry on December 21st, 2018;

- BRL 657 million in the form of dividends
for 2018, to be paid up to December 30,
2019, being entitled the shareholders who
have their names in the Company’s Nominal
Share Registry on the date of the AGM.

BRL 709 million to be held in equity in the
Retained Earnings Reserve account to pro-
vide funding for the Company’s consolidated
investments planned for 2019, according to
the capital budget.

BRL 10 million to be held in equity in the Tax
Incentives Reserve account related to tax in-
centives obtained in 2018 as a result of the
investments made in the Sudene region.
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Vanessa Lyra (Health, Hygiene and Safety), Jeferson Adao (Human Planning and Development )

10. PEOPLE MANAGEMENT (HRM)

People Management is part of Cemig’s strategic planning, because in order to achieve the
Company's long-term vision, it is fundamental that employees are committed to its cor-
porate strategy, productivity and trainings. In November 2018, due to the update of this
planning, guidelines, indicators and goals in HRM were also updated. Topics covered were
personnel management, training and increase of employee productivity, reduction of aver-
age cost of payroll, meritocracy, accountability and health and safety of its employees.

Aligned with strategic planning, Cemig’'s Human Resources Policy guides work relations,
the HR management model and the development of programs aiming to generate business
value. The following are outstanding programs and initiatives.

Strategic HR Program:

Cemig’s Strategic HR Program has initiatives that aimed to improve efficiency of personnel
management and ensure quality and availability of personnel to meet needs of consumers
and population of Minas Gerais.



Among the initiatives of 2018, the following stand out:

Approval and implementation of a new Job, Careers and Remuneration Plan (PCCR).
This update was focused on better adherence to the market and business needs, as
well as boosting productivity. The PCCR led to the development of a Position, Ca-
reers and Remuneration Policy with governance guidelines for the theme, approved in
March 2018.

Implementation of a new Work-Hours Control System, which is in compliance with
work regulations, aiming to mitigate risks and costs of labor lawsuits.

Launching of the Program of Scheduled Voluntary Dismissal - PDVP 2018, a free and
spontaneous adhesion program, targeted to employees with time of service in Cemig
equal or superior to 25 years until December 31st, 2018. Launched in April, the PDVP
2018 reached 151 accessions and an estimated savings of about BRL 30 million per
year.

Conduct of three public tender applications open for Occupational Physicians, Elec-
tricians, Maintainers, Middle Level, Vocational and University Technicians. The job
applications, valid for two years and extendable for the same period, accompany the
PDVP to recompose the staff and ensure continuity of the company'’s activities.

Continuous reduction of Worker’s Severance Rate (TFA) of the workforce, reaching the
lowest rates historically recorded in the Company.

Leadership Development Program:

Cemig promotes continuous development of its leadership, seeking its excellence. The
company is guided by the five Leadership Principles of Cemig: Empowerment (greater
autonomy to act as a people manager), communication, meritocracy, teamwork and result
orientation.

The Leadership Development Program is an initiative created in this context, with the spe-
cific objectives of:

Apply Cemig’s Leadership principles;

Develop critical skills and qualifications for high and medium management positions,
aiming to continuously improve the results of superintendents, managers and coordi-
nators;

Transmit and discuss the challenges and possibilities inherent in the management
career;

Develop in the leadership the ability to motivate and guide their superiors, peers, sub-
ordinates and clients;



Develop management and team development skills in leaders, such as focus on re-
sults, assertive communication, conflict management, constructive guidance, and

delegation of activities.

In 2018, as part of the program's activities, 23 employees at management, superinten-
dence and board level participated in motivational training on knowledge management;
and 33 managers and top managers attended the 2018 CEO Forum59. For 2019, Cemig
plans to hold an Executive MBA at Fundagao Dom Cabral by approximately 70 senior level

employees, managers and top managers.

Cemig’s staffs® had 6,083 employees at the
end of 2018. Out of these, 5,278 are men
(86.77%) and 805 are women (13.23%).
During this period, women held 12% of
management positions and 9.3% of senior
management positions. Temporary em-
ployees, in turn, totaled 668 people, which
represents about 11% of the number of
employees. The activities performed by
temporary employees in 2018 do not rep-
resent a significant portion of all activities
that make up Cemig’s operation.

Black, brown, yellow and indigenous em-
ployees represent 34.33% of Cemig’s own
staff.

Regarding the representativeness in man-
agement positions, black and brown em-
ployees occupy 12% of these positions. In
terms of gender and race diversity, by the
end of 2018 the workforce had 4% of black
and brown women and 30% of black and
brown men.

% Permanent and full-time employment agreement. The data
is collected by reports generated from Cemig-SAP R3 Staff
System.

51 People over 50 years of age.

o

In terms of inclusion of 50+ group®’, Ce-
mig relies on the seniority and experience
of 1,166 professionals over the age of 50
(19.17%). Employees aged between 31 and
50 years, totalize 4,353 people (71.56%).
Other 564 employees are under 30 years of
age (9,27%).

Regarding the stratification by region,
considering the nature of the business and
the current operations of the company,
99.70% (6,065 employees) of the staff is
concentrated in the State of Minas Gerais,
with only 0.3% (18 employees) acting out
of this state.

In relation to Cemig’s officers and direc-
tors, all of them are over 30 years of age,
with 17% in the 31 to 50 age group and
83% in the 50+ age group. In terms of
gender diversity, 31 men (86%) and five
women (14%) are part of this group. The
presence of women in specific governance
bodies is shown in the charts below. In
Brazil the identification of race occurs

by self-declaration and is not obligatory.
Stratification by race in these positions is
currently not available.
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In 2018, 151 own employees joined the
Program of Scheduled Voluntary Dismissal
PDVP 2018 as a continuation of a policy of
dismissal of employees in full retirement
conditions. Regarding the age group of
these employees, 76 were between 30 and
50 years of age and 75 were over 50 years
of age. In addition to the adhesions to the
PDVP 2018, Cemig had five other dismiss-
als, totaling 156 dismissals in 2018. Out
of these, 145 are men and 11 are women,
which represents, respectively, 92.95% and
7.05% of the dismissals. All dismissals
were made in Minas Gerais. In 2018, the
staff turnover in the Company was 4.35%,
and for women this figure represents
5.09% and for men 5.094%.

On the other hand, 359 employees joined
the company in 2018. 306 were men
(85.24%) and 53 were women (14.76%). All
of them were contracted in Minas Gerais.
As to the stratification of the new admis-
sions by age group, there were 240 admis-
sions of employees aged up to 30 years of
age (66.85%), 93 admitted in the age group
31-50 (25.90%) and 26 employees admit-
ted aged 51 or over (7.25%). These vacan-
cies were filled through three Public Ten-
der applications opened in 2017 and two
following addendums published in 2018. In
2018, there were 109 vacancies opened in
operational level and 120 in middle-level,
in middle-level vocational and in universi-
ty level functions. Admissions regarding



Public Tenders and addendums began in
2018 and are expected to be completed by
2019.

The company, in compliance with State
Law No. 11.867/95, allocates 10% of va-
cancies offered in public tenders to per-
sons with disabilities. However, in 2018
only 3% of Cemig’s staff was made up of
this group (188 people). A small number
of people with disabilities in the workforce
derives from the Company'’s legal frame-
work and requirements for admission.

In addition to managing its own staff, Ce-
mig also manages contracts and employ-
ment relationships of employees hired as
Temporary Workforce (MOT), trainees and
apprentices.

MOT contracts are signed as a temporary
substitution of regular or permanent staff

or complementary service demand - pre-
dictable or unpredictable, in accordance
with what is prescribed by Brazilian law®.

Cemig Internship Program professionally
develops students of vocational and uni-
versity courses, offering the opportunity
to practically apply theoretical knowledge.
The apprentices, in turn, join the Company
through Cemig Learning Program, which
professionally trains underprivileged ad-
olescents under the supervision of expe-
rienced Cemig employees. As for other
contractors, the Company does not direct-
ly monitor them, but rather the company in
which they work, in compliance with guide-
lines imposed by Cemig to its suppliers.

Outsourced employees are managed by
specific contracts in the contracting busi-
ness areas, including health and safety is-
sues, a theme present in various contract-
ing stages. Further details are available in
the Suppliers chapter of this report.

103-1:201 103-2:202 | 103-3:202 | 103-1:401 103-2:401 103-3:401 103-1:404 | 102-2:404 | 103-3:404

Cemig recognizes the importance of people for the success of the Company’s business
strategy, competitiveness and prominence in the industry.

Therefore, it develops and periodically updates its PCCR, aimed to attract, develop, value
and retain talent. The PCCR defines the reference personnel needed for Cemig’s operation,
which describes positions, careers and salaries in the Company.

This design reflects current organizational structure and it subsidizes HRM, in order to pro-
mote productivity, talent management, budget balance and delivery of results. The PCCR
also formalizes criteria for promotions and career advancement, which include, among oth-
er factors, individual performance assessments.

83 Law No. 13.429/2017



Cemig pays and benefits its employees aligned with best market practices and gender
equity. The ratio between the lower salary of companies of the Cemig Group that have a
majority share in Minas Gerais® and Brazilian minimum wage in 2018 shows that.

Proportion between Cemig's lowest salary

Company of the group Men Women
Cemig Halding 2.55 3.36
Cemig BT 2.07 2.62

Cemig D o7 2.07

The benefits offered by Cemig aim to contribute to the quality of life and social well-being
of employees and their families and promote continuous improvement of organizational
climate. All functional categories have the same benefits, except for trainees and young
apprentices. The benefits of this group are different (they receive benefits in accordance
with the legislation): remuneration (scholarship), transport and meal vouchers.

Cemig grants, as Variable Remuneration, the employee income sharing (PLR), agreed
between the Company and its employees, who are represented by trade unions, every two
years. The distribution of PLR is based on the achievement of specific goals of each area
and common corporate goals aligned with strategic objectives of the Company. In addition
to the compensation programs, Cemig offers a number of benefits managed by both the
Company and the Complementary Pension Fund of Cemig (Forluz) and Cemig Saude.

They are as follows:

Benefits managed directly by Cemig: Bi-weekly salary advance; advance of Christmas
Bonus in any month of the year up to October of the current year, as requested by the
employee; salary advance on return of vacation - installment; reimbursement of expen-
ses of employees and/or dependents with disabilities; education assistance; funeral
assistance; extended maternity leave of 60 days (total of 180 days); extended paternity
leave of 15 days (total of 20 days); special paternity leave in cases of incapacitating
illness of the mother; salary supplementation for employees on leave of absence under
the INSS regime; granting of five consecutive days for civil marriage instead of three
legal days; grant of five days to accompany sick relatives; meal/food allowance main-
tained in absence leave of work for six months and, in case of an occupational accident,
for 30 months; childcare assistance from the end of the absence leave under the INSS
regime until the child reaches the age of seven for employees, widowed employees who
have custody of their children, married employees with an invalid wife, and single, divor-
ced or judicially separated employees, having custody of their children.

5399.70% of Cemig's employees work in Minas Gerais, and this state is the prevailing location of operation.
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Benefits managed by Cemig - Forluz Complementary Pension Fund Foundation: Priva-
te Pension Plan.

Benefits managed by Cemig Saude: Coverage of expenses with medical consultations,
examinations, outpatient visits, hospitalizations, surgeries, obstetric care and dental
treatment for employees and dependents. Cemig also maintains Health Programs ma-
naged by Cemig Saude, such as “Novos Ares”, to stop smoking, and Weight in Balance,
for obesity control.

Cemig is concerned about meeting needs of employees with disabilities, providing gui-
dance and support through the Special Efficient Support Program (PAM). As part of the
PAM, Cemig reimburses 50% of the expenses of physically disabled and/or mentally han-
dicapped employees. The reimbursed expenses, subject to prior analysis by the Medical
Service of Cemig, may include monthly fees of specialized schools, therapeutic alternati-
ves (art therapy, music therapy, playful therapy, hydrotherapy, equine therapy, swimming,
physiotherapy, speech therapy), prosthetics, disposable diapers and others.

The benefits of paternity and maternity leave were granted to 131 men and 30 women res-
pectively in 2018, seven of whom went on maternity leave in 2019. All beneficiaries main-
tained their employment relationship with Cemig, even within the 12 months following the
return of the leave, which represents 100% return and retention rates for men and women.
All 6,083 Cemig employees are entitled to maternity or paternity leave.

Cemig also cares about the well-being of its employees after retirement. Over the next five
years, 21.36% of employees will be able to retire, and in a 10-year horizon, 27.06% of the
employees will work in the State of Minas Gerais.®

Employees who will qualify for retirement (%)

from 2019 to 2023

QOperational

Leadership position University level technical level

1.81% 3.55% 16.00% 0.76% 2.78% 213.52%

% EU15. G3

w
o



The Company systematically carries out a
Retirement Preparation Program (PPA®),
whose participation is voluntary. The
employee has the opportunity to discuss
retirement time and its repercussions in
personal and family environment. Employ-
ee can also discuss medical and psycho-
logical approach to this life stage, as well
as participate in lectures on entrepreneur-
ship, volunteering, and other activities. In
addition, each participant has the right to
enroll an adult companion, who may be
someone of a close relationship or a mem-
ber of the family.

In 2018, 131 employees and 51 partners
participated in the Seminar, Preparation
for Retirement, which are part of PPA. This
seminar addresses a number of issues
related to health, private pension, psychol-

ogy, entrepreneurship, social security, life
insurance and financial education.

In addition to the PPA, there is ongoing
preparation throughout the year through
Financial and Social Security Education
Program of Forluz - To Live Better. This
program addresses issues such as budget
management, investments, overcoming
indebtedness and how to live better within
the financial possibilities of retirement.

Preparation for Retirement Seminar Attendance

Functional Caregory No. of Emp. Pariners Total
Leadership B 2 T
University level 11 ] 7
Technical level 15 a3 158
Total 13 51 182

103-1:410 | 103-2:410 | 103-3:410 | 103-1:412 | 103-2:412 103-3:412

Respect to human rights is at Cemig’s frontline. And the company acts aligned with United
Nations Universal Declaration of Human Rights, with UN Global Compact and with core
labor standards of the International Labor Organization (ILO).

In order to strengthen its commitment and guide the practices of its leadership, employ-
ees, business partners and suppliers, in 2017, Cemig formalized a public document entitled
Commitment to Human Rights. This commitment is based on practices already adopted

by the Company and is used to guide all relationships established between Cemig and its
stakeholders. After making this Commitment formal, the Company carried out a Communi-
cation Campaign to disclose it.

% This program complies with Law No. 8.842, dated 01/04/94, which establishes that it is the responsibility of public bodies and entities
to “create and encourage the maintenance of retirement preparation programs in the public and private sectors, at least two years befo-
re their leave of absence.”



In order to affirm and guarantee the com-
mitment made, Cemig develops different
initiatives, such as standard clauses re-
specting human rights, combating discrim-
ination in all its forms and valuing diver-
sity, which are present in all bidding and
agreements for the supply of materials
and services of the Company.

With a traditionally male professional
environment, Cemig has sought to insert
and stimulate women to remain at their
employee board, from technical to mana-
gerial levels, providing equal opportunities
and differentiated benefits. Among differ-
entiated benefits, we highlight a follow-up
of pregnant employees during gestation,
postpartum and the first three months of
their children’s lives, as well as childcare
and the extension of maternity leave from
four to six months.

In addition, in 2018, the Company, which is
part of the Citizen Energy Program, extend-
ed the paternity leave from five to twenty
days, in order to stimulate a “responsible
parenthood”. As the debate about gender
differences increases, Cemig has sought
to adopt measures that promote greater
equality and division of labor.

Cemig has a Declaration of Ethical Princi-
ples and Professional Conduct, which has
as its principles the fight against all forms
of moral and sexual harassment and dis-
crimination in all its forms, the valuing of
diversity and equal opportunities.

At the online recycling training of the Dec-
laration of Ethical Principles and Code of
Professional Conduct, conducted in 2018,
themes of valuing diversity and combating
discrimination were also addressed. In this
same training, employees had the oppor-
tunity to review Cemig’'s Commitment to
Human Rights. This training was attended
by 7,757 employees of Cemig e Partici-
pacoes67, 83% of Cemig's own employ-
ees were part of this group. This training
accounted for man-trained hours, 10,448
hours.

In addition, 100% of the 80 security guards
received training in matters related to occu-
pational health and safety and human rights
during training and retraining courses.

Cemig voluntarily joined the Pro-Equity
Gender and Race Program in April 2016, an
initiative of Cemig for Women Committee
together with Superintendence of Rela-
tions and Human Resources. To this end,
the Company prepared a Plan of Action,
implemented from 2016 to 2018, aimed to
promote equity. Actions in the scope of the
program were carried out in accordance with
eight corporate dimensions, namely:

57 Companies: Efficientia, Gasmig, Parati, Proel, Rosal Energia, Sa Carvalho and Brasil IS.



People Management: Organizational Culture:

Recruitment and Selection; Mechanisms to combat practices of
Inequality, Gender and Race Discrimi-
Qualification and Training; nation, and Occurrence of Moral and

Sexual Harassment;
Functional Rise, Job and Career Plan
and Salary and Compensation; Training in the Organization’s Rela-
tionship Network; and
Benefits Policies; and
Internal and External Institutional
Health and Safety Programs. Propaganda.

Due to Pro-Equity Program, training and debates were held on themes related to inclusion
and valorization of diversity, thematic campaigns in Events such as International Women'’s
Day. These events addressed gender equity and studies to verify how women are participa-
ting in corporate issues of Cemig, such as in Management Committees and in programs of
expansion and technological innovation.

Cemig also seeks gender equity in payments and compensation of its employees. The
difference in remuneration between women and men at the technical level stems, in part,
from the additional hazard, which is added to the base salary to make up the final remune-
ration in the cases of professionals who work in risk areas. The greater presence of men
working in Cemig'’s risk areas therefore impacts on the difference between the average
remuneration of the two genders. Regarding gender inequality in the remuneration of other
levels, Cemig has been working to reduce it.

Mathematical ratio for the basic salary and the remuneration of women compared 1o men

Average of Women's Salary /
Average of Men's Salary

Job Type/Level

Leadership Technician University Level
Cemig Holding 1 105 .04 0.9 0.83 0.78
Cemig D 0.88 0.99 0.87 0.89 L] 0.8
Cemig GT 0.8% 0.9 1.0 0.85 o.87 097

In addition to internal initiatives, Cemig supports actions of citizenship and promotion of
diversity and equal rights in society. In September 2018, the Company hosted the LGBTI
equal marriage (lesbian, gay, bisexual, trans and intersex), promoted by the Public Defend-
er's Office of the State of Minas Gerais through Human Rights, Collective and Socio-Envi-
ronmental Rights Defenders (DPDH) - and the notaries of Civil Registry of Belo Horizonte.
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The ceremony had the participation of 25 couples, enrolled between July and August. The
action sought to make it possible for citizens, especially vulnerable ones, to exercise full
citizenship, by regulating their marital legal situation®.

A prominent action by the Company in the protection of human rights is to have initiated
a due diligence process, carried out by the application of specific methodology to identify
actual and potential negative social impacts arising from the Company’s activities. From
this due diligence process, Cemig also has sought ways to mitigate these identified im-
pacts.

The first step was to evaluate the impact of Cemig’s activities on fundamental rights of
the UN Universal Declaration of Human Rights according to its nature, positive or negative,
and its relevance.

The impact assessment covered 100% of Cemig’s own operations and suppliers, as well as
the impact on local communities. As a result, Cemig has developed an impact matrix. The
matrix displays Cemig’s activities that offered a greater risk to fundamental rights and that
affected stakeholders, highlighting the negative and more relevant impacts. Based on this
result, stakeholders and their rights have been identified and will be treated as a priority by
the Company.

They are as follows:

Employees Right to life
Right to life
Suppliers The right not o be subjected to forced labor

The right 1o decent and just working conditions

Cemig identified as the greatest risk imposed by its operations to be a risk to its employees’
lives, as it threats fundamental human rights mainly due to its work with the power system.

In relation to suppliers, the following were the activities identified as having the highest
risk of human rights: implementation of high-voltage distribution companies, construction
of distribution networks, maintenance of distribution networks and assistance to distribu-
tion customers.

% Civil homo affective marriage was allowed in Brazil from a decision of the Federal Supreme Court in 2013.



The actions taken to mitigate these risks are being implemented in 100% of the operations
and business of the company (87 hydroelectric and thermoelectric powerplants, wind power
stations and photovoltaic plants, 4,930,559 km of transmission lines — 38 substations — and

532,569.18 km of extension of network distribution, besides administrative installations)
that is, in all places with high risk there are mitigation initiatives led by the areas of Occupa-
tional Safety and Supplies, respectively. The actions are described in the table below.

Mitigation actions

Monitoring actions

Cemig must ensure that its
employees perform their work

Maonitoring and
Auditing System for
Practical Security
Analysis - SIMASP;

Right to activities with the adequate j
Emplayess life lewel of safety, thus avaiding ;‘::‘::}T_::Elflﬂum for
:i:;:;"u that can lead to #Accidents and Risk -
. SMART
Risk analysis: Audits of OHEAS
Pragram of Environmental Risks Prevention; Audits, OHSAS
18001
Inspections and audits in the supply chain made by
independent 1eames; .
Presentation of the action plan for correcting failures and ;Ei':::;::]:‘l‘r:"’ bl
Cemi recurrence, and the effectiveness verified in quarterly audits. gl .
emig must ensure that its Maonitaring and
suppliers perform their work Auditing System far
Right to activities with the adequate Fractical Security
life lewel of safety, thus avaiding Analysis - SIMASE;
accidenta that can lead 1o Maonitoring Syatem for
deaths Qccupational
Accidents and Risk -
SMART
Provisional contractual clauses of Human Rights;
Periodic audits including visits 1o suppliers” facilities;
Cemig must ansure that its Werification of working conditions: employees labor rights, legal
The right suppliers carry out labor working hours, minimum of 11 hours between each shift,
not to be activities in accordance with hygiene and health conditions, accommadations and other
subjected Brazilian Laber Law, which items;
to forced prahibits forced labor or ATI - Industrial Technical Evaluation;
labor analogous to that of slave ATE - Contractors Technical Assessmant;
condition. Procedure PE-MSQL-GDM-02 - IDENTIFICATION OF SUPPLIERS
WITH HIGH RISK IN SUSTAINABILITY;
1Q5C - Quality Index of Contracted Services.,
QAT - Technical
Evalution
Questionnaire;
ATI - Technical
Evaluation;
Provisional contractual clauses of Human Mights: ATE - Cantracters
Pericdic audits including visits 1o suppliers’ facilities; Technical Evaluation;
ATI - Technical Evaluation; Use of indicators: -
ATE - Contractors Technical Evaluation; IOF - Supplier
Cemig must ensure that its Procedure IDENTIFICATION OF SUPPLIERS WITH HIGH RISK IN Ferformance Index -
suppliers perfarm |aber SUSTAINABILITY; 1G8C - Quality Index of
The right activities in accordance with _ Contracted Services.
10 decsnt Brazilian Labor Law, which Indicators:
and juat includes, among other things, « |DF - Supplier Performance Index; .
i uqul.ng haours, dlsrnls.sll - 1G5 - Quality Index of Contracted Services.
condilions praclices, compensation and

practices related to compliance

with Ocoupational Health and
Safely.

Ingpections and audits in the supply chain made by
independent teams through site visits and interviews to verify
compliance with requirements;

The maonitoring and supervision of the agreements is carried
oul by the management and there may be Lotal or partial
suspension of the agreement when there is a risk to the safety
of contracted employees.

Another mitigation initiative also related to the Right to Life of the Community is the prepa-

ration of the Population Accident Reduction Plan with the Electric Network.

The Plan includes several actions: 1) identification of critical areas of greatest probabil-
ity of accidents occurrence with the electric network (macro form). This identification is
based on technical information and history records of such accidents; 2) use of imagery
(satellite + cars) - Google Street View model - to identify potential risk points for accidents
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with the population (unauthorized civil constructions) and city hall information about con-
struction sites that are close to the distribution network, areas invaded under distribution
lines, distribution networks outside standard height (low), poles in poor conditions, etc.; 3)
training of 1,600 third-party meter readers of Cemig to identify, during their work routine,
situations of risk of population accident with the electric network (e.g., construction near
the network, need of tree pruning and eventual irregularities); 4) Communication and en-
gagement with community aiming the reduction of accidents of the population with the
electric network.

As a mitigation action related to its own staff, contractors (MOT), apprentices and train-
ees, Cemig adopts a procedure called Hira-Cemig Model that determines that main health
and safety risks, including psychosocial risks, are identified, assessed and controls are
established to mitigate them into acceptable levels.

Compliance with commitments made in areas of diversity, equal opportunities and human
rights is monitored through Cemig Anonymous Complaints Channel.

In 2018, the channel received 182 complaints, one of which was registered as gender
discrimination by a service provider. The Ethics Committee, through its corporate duties to
manage complaints filed in the Anonymous Complaint Channel, took the necessary mea-
sures of investigation, analyzed the justifications submitted by the outsourced company
and considered the complaint as unfounded. It was considered that the complainant made
particular and improper considerations about the general practices of hiring and managing
the workforce of that company, which, as found, were not discriminatory. Thus, the need to
apply corrective measures to the case was not identified.

In 2018, there were no complaints related to the issues identified in the preliminary stage
already executed, due diligence, mentioned above.
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Cemig’s Performance Management aims to stimulate the achievement of organizational
goals and promote the development of necessary competencies for the Company. The
implementation of an effective Performance Management process contributes to a better
performance of Cemig through the alignment between the activities developed by the em-
ployees and the initiatives established by the Company’s Strategic Planning. It also con-
tributes to the promotion of collaborative dialogue and the planning of employee careers.



Performance evaluation

Performance evaluation is an important part of Performance Management and, because of
that, Cemig has established a People Development program as one of its strategic objec-
tives. This program should encompass 100% of employees, include structured feedback
meetings and development plans that express the continued growth of each person, en-
abling the achievement of agreed goals between employees and their leaders/managers.

In order to comply with this objective, Cemig has developed a People Development Pro-
gram aligned with Company'’s strategic planning. The program arose from a need to update
people management practices which promote individual development, team productivity
and improve the quality of social ties between leaders and teams. In this way, the following
are the objectives of the People Development Program:

Evaluate the degree of contribution of each employee to the compliance with the re-
sults, making feasible deliveries of the strategic planning;

Ensure the full knowledge of its employees through continuous feedbacks;

Ensure orderly growth through a methodology that fosters a culture driven by results
and high performance.

The results of the program include:

Improvement in the relationship of employees with the work process;
Improvement and development of people and work teams;

Strengthening of social bonds and self-esteem in the work environment;
Improvement of levels of alignment and commitment, with gains in productivity;

Evaluation of 100% of the employees who were actually working.

In 2018, Cemig conducted two cycles of Performance Evaluation as part of the People Devel-
opment Program. These evaluations will serve as a subsidy for the individual development of
the competencies necessary for the organization and consequent organizational learning.

Cemig invests continuously in the construction and management of corporate knowledge. As-
sertive corporate knowledge depends first, on a well-executed selection process and in which
the technical requirements of vacancies are clear and adequate to the needs of the Company.
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Cemig performs an external recruitment of professionals to its own staff through Public
Tenders Training requirements and necessary qualifications for the proper performance

of the job function are established in the Public Notices. In cases which the labor market
cannot attend to specific qualification that is demanded to meet the required needs of the
Company, as in the positions of craftsmen (e.qg., electricians, maintainers, mechanics), the
Notice of the Public Job Tender includes an elimination phase of Integrated Background.
This phase includes school and professional practice, aiming to ensure the qualification of
the workforce. In the processes of internal movements (transfers), background and habili-
tation requirements necessary to perform the proposed function are also verified®.

These requirements are applied to both external provision and transfers and internal selec-
tive, and are defined in conjunction with business areas in specific documents called Job
Descriptions, which are part of the Company’s Job, Careers and Compensation Plan.

Once the professionals with appropriate job skills are hired, the Company provides a port-
folio of technical, behavioral and management training, to help the employee develop their
knowledge in accordance with the Description of Position established for their role. And,
to correct deviations and improve performance, each employee elaborates a Development
Plan together with its manager where demand of training drawn is aligned with a need'’s
evaluation.

Cemig’s corporate university (UniverCemig) is responsible for training and developing Ce-
mig's employees, by means of the construction of educational solutions, management of
its own training programs, hiring of outsourced training courses in Brazil and abroad, and
management of post-graduate courses and languages. In addition, UniverCemig operates
in the market offering training to other companies, mainly contractors providing services
to Cemig Distribuicao.

Aligned with this strategy, UniverCemig has been reformulating corporate training process-
es and, since its creation 10 years ago, built alliances and unified systems and training
actions in favor of the Company.

Changes implemented over the last few years include demands evaluation, simplification of
corporate instructions and management of critical knowledge for business sustainability.

404-2
The training portfolio is aligned with corporate policies and guidelines and is certified in
two international standards: ISO 9001, which certifies quality processes, and OHSAS 18001,

which certifies occupational health and safety. In addition, UniverCemig adopts managing
approach to its learning solutions that allows flexibility according to Cemig’s scenario.
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In 2018, UniverCemig initiated the professional training of 121 Aerial Lines and Network Elec-
tricians, 11 Electrical Line Mounting Electricians, nine Transmission Line Electricians, 102
technicians, six engineers and has trained approximately 65 people from contractors who
will perform services in energized lines. These capacities contributed significantly to an in-
crease in the number of participations in technical training and, consequently, the man-hour
indicator of training. In 2018, 7,233 participations in technical training for its own staff and
3,039 participations for employees of other companies were made possible. In total, there
were 325,564 man-hours trained, of which 230,454 were from its own staff and 95,110 were
from outsider companies.

Cemig T.233 230,454
Other Companies 3,039 95,110
Total 10272 F25, 564

Historical average man-hour trained by functional category

42.35
39.19 38.44 37.99
26.83
22.58 21.42
19.43 18.81
i ] I I
Leadership University level Technical level

E2015 ®m2016 =2017 =2018

There was continuous increase in average man-hours trained at leadership and university
levels in the last three years, which indicates a consistent investment by Cemig in the sub-
ject. Although the indicator is relatively stable in the last four years at the technical level

- with the exception of the fall in 2015 - this is the level with the highest average annual
training in Cemig'’s history.



The indicators show training of almost 100% of the workforce of both genders: 98.73%

trained men and 99.88% trained women.

Mumber of employees

Man-howur Trained (MhT)

k| 5

Leadership

University level L1 18

Technical level 28 E]

Leadership &7 1

GT Universily level 363 59

Technical level T3 B1
Leadership a0 L]
University level 519 146

Technical lewel anz

In 2018, two research and development
projects were launched at UniverCemig:
“D0595 - Development of Tacit Knowledge
and Pedagogical Alternation in Vocational
Training” and “D0593 - PLAID-UNIVERCE-
MIG DIGITAL: digital platform for capac-
ity-building and training of personnel in
the Operational Area of Cemig Electric
System.” Both projects seek to improve
and accelerate training of Cemig’s em-
ployees and increase the effectiveness of
the application of training resources. The
estimated investment for the two projects
is BRL 9,200,000.00.

5211 B04

Another relevant contribution of UniverCe-
mig, in compliance with directives of top
management to reduce the number of
accidents of the population with the elec-
tric network, was the conduction of eight
lectures on safety near the networks and
facilities of Cemig.

1.2 52 ar 50.40

957 152 17.09 B.44

120 24 4.29 8

&850 oo 13.28 0
22,122 4233 60.94 42.76
32,17 1,176 43.30 14.52
2,082 BT 23.13 31.89

17,498 5899 43.71 40.40

136880 4,390 41.33 1.014

213,941 16,513 41.06 20.54

These lectures reached an audience of ap-
proximately 350 people. In addition, Cemig
invested in the training of meter readers to
enable them to identify critical areas, that
is, areas in which the population is most
susceptible to risk of an electric network
accident (e.g., near-grid construction, need
for pruning trees and any irregularities)
during their work routine. The training,
which had a workload of eight hours, was
executed on December 5th, 2018 in Sete
Lagoas/MG to 30 security technicians
from companies contracted for the pro-
cess of Reading and Delivery of Electricity
Bills. These technicians will be the knowl-
edge multipliers for 1,600-meter readers of
Cemig Distribuicao’s entire area of exper-
tise.

BRL 156,432.00 was invested in online
courses for approximately 7,000 employ-
ees, including officers, directors, inspec-
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tors, managers, contractors and trainees. Among the courses in this modality, we highlight
those aimed to technical level public - Environmental Regularization of Expansion Projects
MB/LV and Operational Communication for Electrical System - and those directed to all
employees, such as the courses of the 2018 Declaration of Ethical Principles and Code of
Professional Conduct and Safe and Efficient Use of Energy.

Finally, in 2018 UniverCemig implemented the course “TTRP-0053 - Handling, Movement
and Mooring Techniques”, which provides to participants material on how to handle, move
and tie loads carried by Cemig vehicles, aligned with Resolution No. 552 of the National
Traffic Council. In this way, the Company avoids accidents as well as penalties and sanc-
tions imposed by the Brazilian Traffic Code.

PG3

Cemig recognizes trade unions as legitimate representatives of respecting its employees’
options of affiliation. The Company passes on to these entities the amounts discounted
in the payroll of those who are affiliated to them. In this way, the Company complies with
the labor legislation, the commitments to the UN Global Compact and the guidelines of its
Human Resources Policy.

Cemig has an area that deals specifically with the relationship with trade unions and main-
tains constant contact with these entities, always seeking to exhaust all the business

acceptable means for solutions negotiated in an ethical and respectful manner.

On the framework of the labor force and its trade union relations, in 2018, Cemig identified:

3,348 employees affiliated to unions, which represented 55% of the staff;
170 active employees who were part of the boards of representative unions;
113 employees with provisional stability due to union activity;

sectoral meetings at the Company’s premises, in compliance with the Convention 135
of the International Labor Organization - ILO;

22 full-time employees released to trade unions;
the signing of the Technical Cooperation Agreement, which provides for the release

of the employees that make up the union boards so that they can dedicate to union
activities for up to two days in the month.



Every year, Cemig negotiates with unions to conclude collective bargaining agreements in
order to contribute to a good organizational climate and to the achievement of the Compa-
ny's strategic objectives.

The negotiation of ACTs and Specific Collective Bargaining Agreements-ACE - for Profit
Sharing follows the guidelines established by the Company’s Board of Directors. Cemig’s
collective bargaining agreements are negotiated and concluded with unions of different
categories, such as engineers, industrial technicians, administrators and lawyers, and with
electricity unions, representing the employees of the administrative-operational technical
staff.

These agreements cover 100% of the employees, who are guaranteed all the prerogatives
they envisage. The entire negotiation process is communicated to the employees and the
agreement, and after being signed, is published on the Company'’s intranet.

Cemig's collective bargaining agreements expire annually on October 31st, the date agreed
between employees and their representatives, and from November 1st, negotiations to
establish a new collective agreement begin.

The current ACT, signed in 2017 and valid until 2019, has nine clauses (that cover occupa-
tional health and safety issues), among which stand out:

A commitment to carry out studies seeking collective protection solutions; The reaffir-
mation that protection must be carried out with the use of Personal Protective Equip-
ment -

PPE and Collective Protection Equipment - CPE;
Supervision of contractors regarding work safety;
Issuance of a salubrity report;

Access of union directors to the meetings of the Internal Commission for the Preven-
tion of Accidents (CIPA).

Send copies of the meeting minutes to the trade unions;

Transfer of information on frequency and types of diseases and accidents, the notification and
summoning of union entities in the event of serious or fatal accidents to follow up the investi-
gation of causes and the payment of the premium for dangerous work and hardship pay.

It is worth noting that clause 34, paragraph two, of the ACT provides for the prior disclo-
sure of operational changes, such as the introduction of new technologies and/or auto-
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mation procedures or centralization of activities, to employees and their representatives
for search solutions and suggestions. Cemig does not have a determination regarding the
minimum time for such communications, but the unions are notified of significant opera-
tional changes affecting Cemig’s own workforce and, by legal requirement, participate in
negotiations on the conditions of those changes and their communication to employees.
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Cemig’s Health and Safety Policy is one of the objectives of the Company’s corporate stra-
tegic map, which is to have safety as a value in the corporate culture.

Intensely publicized, the policy shows the high relevance of the theme for the Company’s
business and establishes the adequate protection of its entire workforce, made up of its
own staff and contractors.

Health and Safety performance directly affects organizational climate, which can also im-
pact the company’s brand and reputation, as well leading to labor and legal contingencies.

The principles of the Company’s policy are the identification, evaluation and control of
risks to occupational health and safety, pro activity in prevention actions, compliance with
internal legislation and norms, workers’ right to refuse to expose themselves to insecure
situations and their accountability - regardless of hierarchical level - due to omission in the
commitment to the promotion of Occupational Health and Safety.

As a policy deployment, since 2009, the Company publicizes in its intranet, a Technical
Manual on Occupational Health and Safety, which contains a series of internal instructions
for compliance.

It also promotes periodic audits and establishes criteria and procedures for accountability
and penalties for noncompliance with the policy, standards, instructions, procedures or
guidelines on the subject. In addition, Cemig publishes several campaigns and information
on its website with the aim to encourage safety practices that contribute to a continuous
reduction in the number of accidents, for employees and third parties, and customers.

The Health and Safety Management System of Cemig follows OHSAS 18001 standards
and has as its main focus the prevention of occupational diseases and injuries. This man-
agement system covers all processes related to the generation and transmission of energy
and part of the distribution processes, as well as UniverCemig and the Patrimonial and
Industrial Security Management specifically.
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For all areas of Cemig, including those that are not covered by the management system,
there is also an internal procedure called Hira-Cemig Model, which determines that the
main risks to health and safety, including psychosocial risks, are identified, assessed and
controls established to mitigate them to acceptable levels.

Since 2015, the Hira-Cemig model has been adopted as a more accurate control in risk
management. The table below shows the current coverage of Occupational Health and
Safety controls at Cemig.

Generation™ 99% %

Transmission™" 100% 0%

Distribution™ 5% 98%

It is also worth noting that in addition to the aforementioned initiatives, Cemig has other to-
ols to assist in the management of the health and safety of employees. They are as follows:

Risk analysis: made before each operational activity. It considers the specificities of
each situation, including physical and mental conditions of the workers before the
beginning of the activity;

Monitoring and Auditing System for Practical Security Analysis- SIMASP, which stan-
dardizes and unifies work safety inspections and feeds the Practical Safety Indicator
- ISP. This indicator displays the compliance of the work of its own staff and contrac-
tors’ employees with health and safety requirements and procedures;

Work Accident and Risks Monitoring System - SMART, which generates statistical reports
according to the accident record by type and is used in monthly accident management;

The Environmental Risk Prevention Program (PPRA), established in legislation, is
developed annually in each of the Company'’s facilities and consists of anticipation, re-
cognition, evaluation and control of physical, chemical and biological risks, serving as
one of the subsidies for the preparation of Hira-Cemig risk profiles;

Safety Time, a forum for the presentation and discussion of topics related to Occu-
pational Health, Hygiene and Safety held monthly and, eventually, used for alignment
and dissemination of information;

7 |n relation to the MW generated in the large power plants.
" Regarding the extension of the Transmission Lines of the GT.

72 |n relation to consumers.



Occupational Health Control Program (PCMSO), implemented at CEMIG, has as its
main objective the prevention, tracking and early diagnosis of work-related health pro-
blems, including subclinical nature, as well as the existence of cases of occupational
diseases or irreversible damage to workers’ health; and

Internal Commissions for Accident Prevention (CIPAs), has representatives of
both employees and employer who act autonomously and independently in the pre-
vention of accidents and occupational diseases. Its members have annual mandates
and before each term, all “CIPA members” receive training with legally defined pro-
grammatic content, through UniverCemig. By the end of 2018, Cemig had 64 CIPAs,
which represented 100% of the employees.

Other tools to monitor employee health include periodic and special medical records and
examinations, certificate management, psychological assessments, and social inventories.
These examinations and evaluations are carried out at employees’ workplace. Considering
all the periodic diagnostic procedures performed in 2018, including medical and comple-
mentary evaluations, the medical service performed a total of 42,603 exams. During these
evaluations, it is possible to evaluate the work capacity of the employees, especially those
who perform critical activities (work at height, with electricity and in confined space),
since it is possible to track and diagnose early pathologies that could cause sudden ill-
ness and consequently, occupational accidents. The forecast for 2019 is to perform 49,504
periodic procedures.

There are also campaigns and encouragement for early detection of coronary heart dis-
ease, diabetes, dyslipidemia, breast cancer, prostate cancer, bowel cancer and influenza

vaccination.

Cemig also offers the following programs of social support to employees:

Rehabilitation Program

Redirects employess who have had their work capacity reduced due 1o accident or illness, implying & chamge of
funciion. The program ie developed in an integrated manner by the medical, paychological, social and occupational
safety departments with the subsequent approval of the INSE [Brazilian Social-Security Institute).

Professionsl Currently, the program is being restrustured.
People
Program far Planning Personnel Through lectures, social assistance and granting loans, it aims educating employees about
and Family Budget the importance of financial stability.
Eocial Interveniion It aima at guiding and cevaring the costa of health treatments to employess injured at work and retired
due to his/her disability resulting from occupational accident or occupational disease,
on Dut On duty on weekends and holidays, in order to provide social services to employees victims of serious accidents and
¥ family of employees who have suffered fatal accidents, regardiess whether of not they are occupational accident.
403-1

In order to technically develop the electrical sector, altogether with the consequent need
to revise work methodologies, the Company maintains internal committees that discuss
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technical matters directly or indirectly related to Occupational Health, Hygiene and Safety
issues, as well as participate actively in various working groups in the national, internatio-
nal and commissions and study groups of ABNT.

In order to avoid serious and fatal accidents with its work force, the company’s top mana-
gement established a “Zero Tolerance with Serious and Fatal Accidents” guideline, funda-
mental for the definition of a package of actions to promote health and safety of all CEMIG
Workforce. Among the actions developed as part of this commitment in recent years (2015
to 2018), we have:

Agreement to join the Ibero-American Social Security League to extrapolate borders
and seek the best in health and safety practices at work;

Creation of an Integrated Group for the Prevention of Risks of Occupational Accidents
to integrate and disseminate best practices in Health and Safety in the various opera-
tional areas of Cemig D and GT,;

Validation of the Work Plan prepared by technicians of the Ibero-American Social
Security Organization (0OISS), focusing on (i) Exercise of the Organization Leadership
and Commitment, (ii) Risk Analysis, (iii) Process Control and Measurement, and (iv)
Evaluation and Improvement;

Non-Programmed Educational Checks performed by Engineers and Technicians of the
Specialized Services in Safety Engineering and Occupational Medicine (SESMT);

Creation of the Electronic Management Center of Documents, Occupational Health
and Safety of Its Own Staff and Contractors’ Employees - GESET, which aims to ensure
a trained, qualified and apt workforce, fully managing the health and safety require-
ments of the workforce.

Performance Results

2018 results are the consequence of a set of actions structured and implemented throu-
ghout the year, conducted by Specialized Services in Safety Engineering and Occupational
Medicine — SESMT. These actions had the engagement of the employees and contractors
in all hierarchical levels. All accidents recorded in 2018 occurred in the State of Minas
Gerais. Data by gender, currently, is not available. In 2019, those responsible for data col-
lection are being asked to communicate gender information, already available on Cemig’s
forms.

Cemig has a computerized system to manage aspects related to Occupational Safety. In
this system, Frequency and Severity Rates of accidents are monitored, according to a stan-
dard referenced in the Brazilian Standard ABNT NBR 14.280.



In 2018, Severity Rate of Cemig’s workforce was 39 days of work leave in relation to one
million man-hours of risk exposure. The rate for own and contracted employees, specifi-
cally, was 21 and 44 respectively. These numbers represent a significant reduction in the
severity of accidents occurring and this is the best result achieved since the beginning of
the calculation of this indicator.

The Frequency Rate of Accidents with Leave of Absence (TFA), relative to the workforce
(its own staff and contractor’'s employees), is the main indicator used to monitor the stra-
tegic objective of having safety as a value in the business culture. In 2018, the TFA closed
with 1.52 accidents per one million hours worked, being 22.05% below the limit of 1.95,
established by the Company. Despite being below the limit, when compared to the result of
2017, the TFA showed increase of 3%. This increase was influenced by accidents with con-
tractors, whose TFA increased by 43% in 2018. For accidents with own personnel, in turn,
there was a reduction of 55% compared to 2017. Chart 20: Cemig'’s history of frequency of
accidents with leave of absence.

Frequency Rate of Accidents with Leave of Absence
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In 2018 all of the aforementioned actions were fundamental so that Cemig did not register
any occurrence of fatality with its Work Force, a fact that had not occurred 23 years ago.



The reduction of occupational accidents and diseases, in addition to cause impact to the
TFA, can also reduce social security contribution paid by the Company, since the Accident
Prevention Factor (FAP) considers, among other items, the amount of occupational acci-

dents and diseases, as well as their severity. The data historical record is disclosed in the

following table.

Type of accident Category

Employees

Decupational accidents without leave of absence Contractars

Total

Employaes

Occupational accidents with leave of absence Contractors

Total

Emplayees

Qeccupational disease Contractors

Total

Employoes

Days Lost™ Contractors

Total

Employees

Abseniesism rate Contractors

Total

Emplayees

Waork Related Fatalities Contractors

Total

 The days lost start counting from the date of the accident and are counted in calendar days.
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Ivan Lucas Peixoto (Contracts, Services and Integrated Solutions)

11. SUPPLIERS
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Cemig has a consistent supply chain management, encompassing well-defined policies,
commitments, responsibilities and objectives within the Supply Chain, going beyond regu-
latory compliance™.

Cemig's relationship with its supply chain is guided by its Supply Policy, by its Declaration
of Ethical Principles and Code of Professional Conduct and by legislation. The Company
also has specific policies on social and environmental responsibility, which are also ap-
plied to its suppliers. These policies follow, strictly, the guidelines of SA 8000, ISO 14001,
OHSAS 18001 and UN Global Compact standards.

Based on these policies, principles and guidelines, five priority commitments were defined as
a supply chain management strategy: (1) commitment to the commonweal and respect for
the principles of legality; (2) commitment to business ethics; (3) commitment to isonomy;
(4) commitment to transparency; and (5) commitment to social and environmental respon-
sibility. These commitments guide the actions of Cemig’s daily supplies and are adherent to
the UN Global Compact Principles, of which Cemig has been a signatory since 2009.

7 For more information please access http://www.cemig.com.br/pt-br/fornecedores/Paginas/cemig-pol%C3%ADticas-de-suprimentos.aspx.



Cemig seeks to align suppliers and contractors with its vision of corporate social responsi-
bility, its commitments and corporate values. Due to its legal nature, Cemig is subordinate
to the Bidding Law, which establishes rules for bids and agreements of Direct Public Man-
agement. Therefore, Cemig cannot select suppliers exclusively based on social and envi-
ronmental criteria. However, the criteria applied by Cemig in the registration and homolo-
gation of new suppliers include environmental and social aspects.

The company has procedures that verify the compliance of these aspects in the supply
chain, in contracted and non-contracted suppliers, which enable a categorization of critical
suppliers. In order to verify the alignment of suppliers’ practices with the Company’s re-
quirements, on-site verifications are performed in all critical suppliers and sample checks
in the total universe of suppliers.

Regarding social aspects, Cemig verifies legal compliance with labor and social security
rules, has procedures for investigating complaints, protests and denunciations, and ap-
plies contractual clauses aimed to prevent situations of human rights risks. However, it
does not yet have a structured and ongoing process of due diligence.

Cemig Supply process is divided into two macro-processes: (I) Planning and Strategy; and
(I1) Procurement, Quality and Logistics. This process, altogether with responsible areas for
the steps that comprise it, is presented in the following figure:

ST STSaS

The Procurement process initiates in Cemig with an identification of contracting needs,
which can be carried out both by the business area or by the Service Planning and Material
areas. Based on this identification, the supply area begins its prospecting, development
and supplier registration (when necessary), budgeting, market analysis and supplier perfor-
mance monitoring.



After these steps, the contracting process occurs, through the bidding modalities estab-
lished by the current legislation and regulations’, meeting the requirements of Cemig's
business and governance.

At the beginning of the activities foreseen in contract and throughout its term, manage-
ment and monitoring occur as specified in the bidding notice. This cycle of relationship of
Cemig with its suppliers is represented in the following figure:
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The design of the Supply area, which includes processes of service planning, market anal-
ysis, prospecting, development and monitoring of supplier performance and information
and of systems core, brings important gains to the supply chain, such as:

Standardization of processes, centralizing activities that were carried out by manage-
ment areas;

Gain in scale;

Optimization of activities;

Increase in quantity and quality of facts and data supporting decision making;
Prioritization as required by the Company;

Isonomy with equal treatment of suppliers.

Cemig applies socio-environmental risk identification procedures to all hiring processes.
These procedures encompass economic, environmental and social responsibility risks to
which the company is exposed due to the performance of its suppliers. These risks can
damage Cemig’s brand, image and reputation before relevant stakeholders to the company.
Risks also may cause market and competitiveness losses, culminating in Cemig’s criminal
and judicial liability for environmental and social impacts and damages.

Because of that, Cemig has a careful management of its suppliers, so that cadastral and
technical evaluations of suppliers correspond to corporate policies previously defined and
reviewed annually. In order to prevent and mitigate risks, the Company adopts manage-
ment measures that mainly include transparency in all bidding documents (http://com-
pras.cemig.com.br/).

Moreover, Cemig encourages improved management of their service providers through
contractual clause that provides repayment of any fines, up to 50%. Repayments depend
on evidence requirements, such as ISO 9001, ISO 14001 and OHSAS 18001, training proof
of professional technical staff and of service managers who are enrolled, attending or have
completed course of business management.

Cemig’s critical suppliers are those whose goods or services have a significant impact on
the competitive advantage, market success or survival of the company. Reasons may in-
clude that these suppliers provide goods or services at high volumes, that provide critical
components or that are not replaceable.
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The following table shows mapping data of critical suppliers of the last 3 years:

Year 2016 2m7 2018

Critical Suppliers with current contract 24 126 ]s]]

The Company categorizes high-risk suppliers, considering potential negative impacts (en-
vironmental and social), arising from material non-conformities. The identification of high-
risk materials, services and suppliers is reviewed annually, generating actions to monitor
and control these suppliers, from registration, technical evaluation to inspection of the
agreements.

The following are considered potential negative impacts of suppliers: (I) factors related to
environmental license for operation, products and services; (II) waste management; (lll)
water concessions; (IV) human rights related to forced and child labor, freedom of associ-
ation, working conditions, occupational safety and health; (V) business ethics, corruption
and antitrust practices.

In 2018, 102 suppliers were defined as high risk of sustainability therefore receiving spe-
cial attention from the contracting areas.

Management of Environmental and Social Impacts
in Suppliers Registration

Prospecting and registration aim to increase and improve Cemig’s supplier base, growing
competitiveness of its bidding processes. This step involves a selection of suppliers for
the registration and not for hiring The Company conducts the prospection of new suppli-
ers, mainly through workshops, seminars, national and international visits, research and
exchange of information with other concessionaires.

Cemig pays particular attention to quality, so the performance and reputation of prospective
suppliers are evaluated, dealing only with suppliers that are in accordance with social and
environmental aspects. Suppliers who do not meet these requirements and that have nega-
tive media and reputation are disregarded from prospecting and development activities.

Media analysis is performed through search engines on websites that are specialized in
evaluation of companies (such as Reclame Aqui, for example). CAFIMP, CEIS and CNEP
websites are also verified for certification that there are no impediments by the public
management to hire them. Cemig has a benchmark group among concessionaires that
promotes the exchange of information about suppliers.



Management of Environmental and Social Impacts
in the Supplier Register

Supplier registry has the following objectives to: (I) ensure that bidders of Cemig’s pro-
curement processes meet the participation requirements set forth in the notices; (Il) serve
suppliers and internal customers with quality and punctuality; and (iii) guarantee an updat-
ed and solid base of suppliers registered at Cemig.

When making a new entry or updating an annual registration update, all Cemig suppliers
should submit a statement’® certifying that:

They do not employ under the age of 18 that work during night shifts, dangerous or
unhealthy work;

They do not employ children under the age of 16, in any job, except from 14 years of
age as an apprentice;

They do not have labor relationships characterized by forced labor or labor analogous
to slavery;

They do not acquire or use ores (tantalum, tungsten, tin and gold) from armed conflict
areas of the Democratic Republic of Congo and its neighbors, characterized by ex-
treme levels of sexual and gender-based violence;

That ensure the valuation of diversity, not adopting discriminatory practices by race,
gender, age, nationality, sexual orientation, physical disability and religion;

They meet a learning quota, established in the Article 429 of the Consolidation of La-
bor Laws of Brazil, aiming technical and professional training of young people, in their
first experience as a worker;

They know and comply with Cemig’s “Declaration of Ethical Principles and Code of
Professional Conduct” and “Cemig’s Anti-Fraud Policy”;

They strictly and fully comply with the requirements on environmental legislation and
personnel safety, which meet all the requirements of the official environmental control
and personnel safety agencies, as well as that all Operating Licenses, for transporta-
tion and of their Sub-Suppliers are valid, and their respective environmental conditions
are being fulfilled.

6 Avaliable at http://www.cemig.com.br/pt-br/fornecedores/Paginas/cadastro-fornecedores.aspx.



In the registration process, the standard procedure consists of a verification of all state-
ments received, without sampling approach. Only suppliers that meet these requirements
will be registered. Complementary to the registration process, for most of the items, Indus-
trial Technical Assessment (ATI) and Verification of Technical Conformity of the Contrac-
tor (VCTE) are carried out, in which work, health and safety practices are verified (especial-
ly hazardous and unhealthy) and environmental aspects.

Management of Environmental and Social Impacts
in the Technical Evaluation of Suppliers

The Supplier Performance Monitoring process accompanies the execution of the agree-
ments, in order to establish objective, standardized and adherent criteria to Cemig’'s mar-
ket practices regarding the monitoring of its agreements.

Thus, the objective is to provide, through proposed tools, transparent, impartial and effi-
cient supplier management that involves, motivates and results in improvements for stake-
holders. Due to a Supplier Performance Monitoring process, Cemig is able to measure the
compliance with targets and requirements by the supplier, in order to produce indicators
for Health and Safety, Environment and Documentation Compliance.

The monitoring of suppliers is carried out through a system in which the supplier, the
supply area and the technical area responsible for contract management interact. In this
system, some suppliers are considered strategic and started a new agreement as of the
second quarter of 2018 are monitored, the date on which the proposal for measuring the
Supplier Performance Index (IDF) indicator was started.

The goal is to monitor the performance of the supplier individually and comparatively with
other suppliers, with defined and standardized rules for indicators, penalties and bonuses.

er Performance Index (%)

Year 2018 2007 2018

IDF Materials a2 a1 a2

The IDF is deployed in three aspects: Technical, Financial and Compliance, as shown in the
figure below.
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When the performance of the supplier is lower than what is expected and what was de-
fined in the agreement, or when legal or contractual requirement is not conformed to the
agreement, a Punitive Administrative Procedure is carried out to investigate the occur-
rence and, when necessary, execute the penalty defined by the competent bodies.

In 2018, Cemig filed 45 administrative proceedings, of which 26 were released due to non-
compliance with deadlines, non-delivery of the subject matter, irregular service). One con-
tract was cancelled because of unsatisfactory performance, and four because of suspect-
ed document forgery and fraud, two of them due to structure sharing. No supplier has been
prosecuted for serious accidents or human rights abuses.

On the other hand, in order to recognize performance beyond expectations, several materi-
al suppliers and service providers of Cemig are honored annually at Cemig Suppliers Award
event. The award recognizes suppliers who excel in performance, based on criteria such as
term, quality, safety, guarantee and price, and suppliers whose practices in Social Respon-
sibility, Environmental Responsibility and Work Safety were considered relevant for the
benefit of the society.

In 2018, a universe of 1,839 suppliers purchased orders or agreements with Cemig, among
which 83 suppliers were recognized for the CEMIG Award.

The winners received plaques in honor of the positive evaluation of the services rendered.
Among this total, 43 suppliers went beyond the expected, achieving the degree of excel-
lence “Assured Material Supply.” These suppliers received, in addition to trophies, a certifi-
cate that allows them to deliver and invoice material without prior inspection by Cemig, for
a period of one year. In addition to these awards, three suppliers whose practices in social
responsibility, environmental responsibility and work safety were considered relevant for
the benefit of the society were also recognized. The following table shows the awards data
for the last 3 years:

Cemig Suppliers Award - 2018 Edition

Evaluated category 2016 207 2018
Total of Participating Suppliers 356 763 742
Recognized Suppliers for performance in quality. salety, warrantly and price T M B3
Suppliers that have reached the level of excellence "Assured Material Supply” 39 44 43
Suppliers recognized for practices in social and environmental responeibility and work safety 3 3 3

There are measurable benefits arising from monitoring process, both for the supply chain
and stakeholders in general:

By monitoring the compliance aspect, through a specific indicator that measures in-
tegrity, Cemig seeks to combat corruption in all forms, including extortion. The Com-
pany encourages its suppliers to have a code of ethics, anti-corruption policy and also
to create Complaint and Training services for its employees.
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Since 2015, Cemig included in all agreements, a text about obligations of suppliers,
with the following words: “to know and comply with the rules established in Law No.
12.846/2013, of August 1, 2008, Anti-Corruption Law,” refraining from committing acts
that tend to injure public management, denouncing the practice of irregularities of
which it has knowledge, through denunciation channels available to the contractor”

Predictability based on historical performance and data for decision-making before an
effective problem that may impact the continuity of the agreements.

In addition to performance monitoring, Cemig applies a due diligence process to suppliers’
contractual compliance assessment, including related environmental and social aspects.
This enables Cemig to implement and evaluate appropriate policies and procedures related
to these aspects, identify third party errors and complaints regarding current processes and
offer risk prevention to the business through the adoption of best management practices.

As an additional contribution to Sustain-
able Development, Cemig adopts Com-
plementary Federal Laws 123/2006 and
147/2014, regarding national statute on
Microenterprises and Small Enterprises,
granting differentiated treatment to these
in relation to large companies. This creates
more jobs and develops local economy.

Cemig also invests in the benchmarking

of other large companies in the electric
sector and also in the market in general,
searching best practices for its process-
es. Through the COGE Foundation” and

a benchmarking group among Brazilian
electricity concessionaires, the social and
environmental aspects of suppliers, espe-
cially contractual requirements, are contin-
ually debated.

Cemig is aware of the potential negative
social impacts in the supply chain, given
the segment in which it operates. For this
reason, the management of these risks is

77 Avaliable at http://www.funcoge.org.br/

permanent, updated and shared in several
departments of the Company.

Over the past twelve months, 200 suppli-
ers were assessed for social impacts. As
already stated, this evaluation is not car-
ried out in a constant and coordinated way,
but is based on reports of irregularities
received by third parties (members of civil
society) or by internal staff (employees
scaled for possible technical visits and
operational procedures with suppliers).

In 2018, no significant negative or actual
social impacts were identified in the sup-
ply chain. Besides that, there are no re-
cords of suppliers identified as generators
of significant negative social impacts. So
that year, it was not necessary to come to
an agree on improvements or terminate
agreements with suppliers based on social
performance appraisals.



The work of organizing procedures and integrated management of suppliers contributes to
the continuous improvement of the connection of processes and departments related to
suppliers. The monitoring of supplier performance is also essential for this objective, since
it brings monthly and targeted evaluations on social aspects involved by suppliers with
labor dedicated to the Company.

Caor- | sos- | a0o- |

Cemig also has no operations and suppliers with a significant risk of child labor, forced or
slave labor, nor offer the risks of freedom of association and collective bargaining.

Aspects related to forced and child labor are continuously monitored by specific contractu-
al rules, by process of performance monitoring and by inspections conducted inspections
at the facilities of suppliers, in order to contribute to an effective abolition of these cases.
With regard to risks of free choice and collective bargaining, in order to guarantee this
right, Cemig counts, in its budget for new agreements, union expenses and negotiations
applicable to suppliers.

Similar to social issues, Cemig also has a perception of potential negative environmental
impacts in the supply chain. During the preparation of technical specifications, the envi-
ronmental factor is broadly addressed, so that suppliers are duly instructed to contract
execution in accordance with environmental requirements.

For example, regarding the work on dams at hydroelectric power plants, all issues invol-
ving risks to fauna and flora are previously established in the technical specifications, in
the performance indicators of the supplier and in the contractual clauses. Also, in relation
to this subject, Cemig’s program of preservation of the ichthyofauna, it is conducted it with
civil society, which it contributes and counts with supplier’s participation. This program
will be detailed in the Biodiversity chapter.

In 2018, 200 suppliers were evaluated for environmental impacts. There were no signifi-
cant negative or significant environmental impacts identified in the supply chain. As well
as there is no record of suppliers identified as generators of significant negative environ-
mental impacts. Thus, there was no need to agree on improvements or terminate agree-
ments with suppliers based on environmental performance assessments.

This demonstrates how Cemig is involved in addressing environmental issues, strengthe-
ning its commitment to issues related to the UN Global Compact. Once legal constraints
have been met, Cemig seeks to establish partnerships and supports specific programs
that promote the development of local products and suppliers, sponsored by corporate
and governmental representative entities. At the same time, they also keep partnerships in
Research and Development projects with suppliers, seeking innovative solutions, product
improvements and technological modernization.
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Cemig makes available to its suppliers
several communication channels. One of
the main ones is the Electronic Procure-
ment Portal (PEC) . The PEC is an open and
direct channel, where all procedures for
bidding processes, published and made the
contracting are presented. This allows the
supplier to interact and consult process-
es and results, register proposals, insert
qualification documents and participate in
electronic trading sessions.

The website is accessible and allows
stakeholders to follow the process, which
contributes to greater transparency of the
process.

In order to publicize its actions, Cemig uses
the Official Gazette, where public notices
and agreements made by the company are
published.

Some of the advances implemented in
supplier management in 2018 are dis-
played below:

Supplier registration. Until 2017, supplier
registration was done with physical docu-
mentation delivery. Due to an implementa-
tion of a computerized system in February
2018, most of the documentation is now
received and analyzed electronically. As
aresult, a reduction cost was passed on
for suppliers through elimination of doc-
uments via Post Office, the reduction of
time with a real time receipt of the docu-
mentation attached to the system and the
reduction of the environmental impact for
the company with the elimination of docu-
ment printing.

In Cemig Portal (www.cemig.com.br), there
is a specific area for communication with
suppliers, the Suppliers Portal, where they
it is available Supply Policies, informa-
tion and instructions for registration and
prospection of new suppliers, technical
evaluation, development of prototypes and
homologation of material, supplier monitor-
ing, recognition, etc. In the Portal, you can
find the contact emails for the main areas
of supplies.

In addition, a new channel of communica-
tion is being developed, a Chatbot for ser-
vice clearing any doubts of supplier reg-
istration, which enables a 24-hour service
for companies. Cemig’s supply team also
serves suppliers via telephone, email and
meetings, to answer questions, guide and
maintain that relationship.

Other improvements implemented in the
supplier registry were the creation of a sin-
gle tele-service channel, the revision of the
required registration documentation and
the direct integration with a new supplier
prospecting process.

Prospecting suppliers. The supply area
started to play a strategic and proactive
role in the companies. The search for new
technologies, better trading conditions
and high performance has become es-
sential. In this context, Cemig respects
the principle of isonomy and seeks part-
ner-suppliers with high performance, quali-
fication and compatible costs.



Also, in this context, the development of suppliers, the incentive to the local market - pro-
motion of suppliers of Minas Gerais and the approximation of SEBRAE and FIEMG - pro-
vides several gains to Cemig, such as greater competitiveness, professionalism, solid
management of processes and improvement in relations with suppliers.

Supplier monitoring. Cemig developed an innovative methodology that consists on an analy-
sis of supplier performance based on three aspects: technical, financial and compliance.

Punitive administrative process. Instead of being a terminal procedure for suppliers, when,
in most cases, only punishment and suspension of defaulting suppliers were carried out,
performance monitoring has a gradual and pedagogical penalty. This provides to the su-
pplier the chance to recover itself. If this does not happen, the supplier goes through pro-
gressive sequence of penalties.

Quality of Materials. Cemig’s quality area began to focus on the quality of material su-
ppliers, with inspections and ATls. The company also recommends to approach the area
of quality of materials with the engineering area, in the discussion of specifications and
manufacturing processes of materials and equipment.

Similar to Quality of Materials area, a process of evaluation of service providers was devel-
oped and consolidated. Currently, Cemig has a single area responsible for the ATEs, when

service providers are mobilized, as well as in the VCTEs, for the Private Works contractors
(Part Works)™. The expansion of the ATE concept to other categories, such as meter rea-

dings and sub-network and substation services for sub-transmission and transmission, is
another advance already implemented and will extend to all categories of service evalua-

ted as applicable.

Market analysis. The process of creating market analysis, implemented along with other
strategic processes, allows the development of robust mechanisms for predictive analysis
of Cemig’s purchases and provide consistent information to decision makers.

Service planning. The Planning provided a maturation of Cemig contracting. It also influen-
ced the vision of the importance that this area has for the supply chain. Among gains emer-
ged from Service Planning, we can mention:

Reduction of costs (direct, less expenses incurred in bidding and scale gains, and indi-
rect, with the operational efficiency of the teams involved), through process and con-
tract management. Also, reduction of costs due to planning for unification of similar
subjects, including scheduling the beginning of the provision of services;

Permanent review of contracting methodologies, due to a rapid improvement, upda-
ting and automation that the technology provides, directly or indirectly linked to the
subjects to be contracted,;

8 Any interested party may opt for the execution of the network extension works, reinforcement or modification of the existing network, which
will integrate the Electric Power System of Cemig. In order to do so, Cemig has a process of registration of contractors that are qualified to
perform Particular Works - Part Works.



Market analysis through benchmarking and improvement of methodologies and instru-
ments for cost composition, through the updating of normative instructions applicable to
best practices in public procurement, such as IN-05/2017, which replaced IN-02/2008;

Among advances in implementation or to implement, the following stand out:

R&D intelligent supply chain management. Industry 4.0 will enable the creation of a digital
environment in which different stakeholders will be integrated. Industry 4.0 enables connec-
tion between stakeholders, promoting an intense exchange of data and information. In this
way, communication and the relationship between suppliers and the organization will gain
new formats and new possibilities, much more agile and aimed to an increase of efficiency.
Thanks to industry 4.0, that seeks to ensure focus on customer satisfaction, it will be neces-
sary for companies to effectively practice the win-win relationship with their suppliers and
business partners.

Cemig was selected as a pioneer in the R&D program funded by ANEEL with a project focu-
sed on intelligent supplier management. The project is run by Mackenzie University in con-
junction with the European Institute of Purchasing Management (EIPM). The first stage of

this project is directed to the preparation of a matrix of Kraljic, which aims to improve risk

management and classification of suppliers. The deadline for completion of this project is

two years.

Chatbot. Implementation of a Virtual Assistant for first level service to Cemig suppliers, in
order to clarify their main doubts.

Cemig Procurement Portal. A complete version of Cemig Procurement Portal will be availa-
ble in English, in order to encourage the participation of foreign suppliers and increase the
competitiveness of the procurement processes.

Internal regulation of bids and agreements. Cemig's Internal Regulation of Bids and Agree-
ments was created and made available on the Supplier Management Portal. This regulation
is a consequence of compliance with Law No. 13.303/2016, known as the “State Law”, which
favored innovation in important aspects of the legal regime of bids and agreements, delega-
ting to the Internal Regulation, the important function of systematizing and accommodating
the new legal provisions to the specificities of each state company, which complements the
regime of Law No. 8.666/1993.



Aiming to continuously improve the supply chain management process, Cemig works with
internal targets projected in the medium term (2018-2021). The following are the goals:

Indicator Category Indicatar

TETC (third-party frequency rate)

Safety TG (severity rate)

Other security indicators

Quality Quality indicators
Tima Time indicators
Envirgnment ‘Waste management quality index

2018 Status

1.7

98.29

90.51

5.1

2021 Goal

250

230

4%

E 1L

B9%

8%

Main monitoring items in Cemig Supplies area are shown in the table below, highlighting
the chart and figure numbers below.

@’ COMTRACTS

EFFUED 1IN 205

m ATl CARRIED

OUT 1N 2018

MATERIAL VCTES
CARFIED OUT 1N 2018

COMTRACTED AMOUNT IN 2018

INSPECTIONS (INTERMAL AND
EXTERMAL) CARRIED OUT IN 2018

PUNITIVE ADMINISTRATIVE PROCEDURES
ESTABLISHED IN 2018

SUPFLIERS WITH
AGTIVE REGESTHRATION

MATERIAL APFROVALS
CARRIED QUT IN 2018

MATERIAL ATEs CARRIED
OUT IN 2018



Distribution by supplier’s location (contracted value)

RS 47,887,622.86

RS 3,302,330,466.17 u Minas Gersis

Other States
RS 4,539,814,722.60 External

Humber of Issued Agreements 1215 1.587 139
Amount Contracted in the Period BAL 1,953,735,462.94 BAL 2,533,556,5603.00 BAL 2.039.897.758.11

MG 2,405 2,640 2672
Humber of suppliers with current agreements Oither Stlates 1,193 1,240 1.211

Abroad 10 17 26
Amount paid on exisling agreements LY LIEY BAL 5,609.752,060.31

MG LIEY H/& T5T
Humber of suppliers with active registration Other States Nik N/ A 674

Abroad A MiA T
Humber of AT performed a8 69 58
Number of external inspections performed 1,832 1,350 1.564
Humber of inspections performed at Cemig laboratories 3,455 2,647 3,293
Quantity of Material Approvals carried out 62 96 12
Humber of ATEs carried aut 68 64 61
Humber of VCTES carried out 17 15 a1
Total Number of Adminisirative Processes a3 2T 45



Total Number of Administrative Processes

Number of suppliers suspended for social, health and safety issues

Humber of suppliers suspended for envirenmental reasons

Total Number of Administrative Proceedings related fo compliance and/or
noan-compliance with human rights

Total Number of Administrative Proceedings andfor Contract Cancellation
due to cormuption,

Number of suppliers evaluated in relation to environmental and social
impacts

Suppliers cases concermning child labor [eontractars)

Suppliers cases concerning forced laber (contractors)

Number of Field Service Quality inspections perfermed

Humber of environmental problems caused or related to suppliers

Number of security inspection events (SIMASP Report)

TFTC (third party frequency rate) Cemig D: with and without leave of
absence

TFTC (third party {requency rate) Cemig GT: with and without leave of
absence

TFA (rate of accidents with leave of absence) contracted

TE (severity rate) contracted

Service Quality (105C)

33

'zl

163

5.87

269

S0.46%

an

B.958

3.87

.37

452

BlE1N

45

00

25,730

9,246

4.04

T.41

1.7

90.77%



Washington Barbosa (Sustainability), Cristiano Magalhaes (Energy Efficiency)

12. COMMUNITY

Cemig’s strategic positioning regarding local communities in its operating areas contem-
plates social, environmental and economic aspects to be considered in all Company’s
enterprises. The company Community Communication Policy determines that communica-
tion and engagement with stakeholders is the main route of corporate social responsibility.

This policy reiterates Cemig's commitment to its management transparency, to the co-re-
sponsibility census and to the encouragement of local economic and social development,
making public the foundations and assumptions that guide the definition of communica-
tion strategies and practices. Furthermore, the policy objective is to create and improve
adequate communication tools between the diverse communities’ segments and the main
activity areas of the Company, especially those of energy generation, transmission, distri-
bution and development.

Cemig also has the Company Communication Plan, which, together with the Community
Communication Policy, integrates the set of communication strategies adopted in the rela-
tionship with communities, and guides the Socio-Environmental Diagnostics, prepared for
each project or program.

Other documents that support and guide practices in the relationship with the community are
the instruction of Socio-environmental Negotiations in Cemig IS - 48 and the Code of Ethics.
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In September 2017, Cemig created the Public Agents and Social Movements Relationship
Management. This Management has the objective of specifically meeting the people of
social movements, such as the Movement of People Affected by Dams (MAB), Landless
People’s Movement (MST), people resettled and communities characterized as low in-
come. The Management activities are based on the community relationship guidelines and
address several axes of action of Cemig regarding the human occupations in the Company
operating areas.

Some of the tools that support this engagement includes workshops, seminars, meeting
circuits, in-person visits, in-person meetings, participation in deliberative forums, visits to
Company units, and direct contact with Cemig’s local representatives.

103-3:413

The opinion polls’ results allowed verifying that these tools are efficient when they pro-
pose to disseminate knowledge and offer opportunities for dialogue on operations, ven-
tures and changes in the company that may have an impact on the communities, as well
as to receive the main demands of the surrounding communities of Cemig.

For the construction of substations, power plants and repeater stations, Cemig sometimes
needs to acquire properties from community dwellers or it needs to institute administra-
tive easement in cases of deployment of distribution and transmission lines and distribu-
tion networks.

The ANEEL Normative Resolution No. 560/2013 determines the general procedures for
requesting a Public Utility Declaration (DUP) by energy distribution concessionaires, which
are necessary for the implementation of electricity generation, transmission and distribu-
tion facilities in areas of social use.

Feasibility studies are prepared by internal teams, which meet for this specific purpose,
whenever there is a need for a real estate acquisition or expropriation. The previously de-
fined mapping options are compared with legal reserve, preservation areas, consolidated
land subdivisions and, at the same time, with the mapping of those affected. This could
indicate, for example, whether there are improvements to be suppressed in the venture
implementation, or it could provide the confirmation of the number of people to be affect-
ed by the enterprises. It also provides insight into the enterprise acceptance by affected
owners, indemnity amounts and other relevant factors. Only after analyzing these factors,
which compose the feasibility studies, the best route is chosen.

The Company respects the individual integrity of each citizen, the history and culture of
the communities affected by the ventures, as well as values amicable negotiations, seek-
ing to indemnify at the fair market price, based on appraisal reports prepared in accor-
dance with the Brazilian Association of Technical Standards NBR-14.653.
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Human Occupation in high-voltage Overhead
Power Lines Areas

The human occupation of the safety areas of high-voltage transmission lines is a prob-
lem that occurs with several Brazilian concessionaires, which, in addition to other factors,
reflects the population socio-economic conditions. Occupations are mostly of low-income
families with no housing options, which see in the safety areas a place available to settle,
even in precarious conditions of life and safety.

103-2:413

Given this framework, and in line with its strategic planning, Cemig has identified the need
to act in security solutions for the population. The goal is to reverse this critical situation
of people living in areas of high-voltage transmission and distribution lines

This is accomplished through the implementation of short-, medium- and long-term mea-
sures capable of curbing the advance of occupations with continuous surveillance and
reducing the number of irregular occupations that already exists. This second action front
is developed in partnership with the municipalities, through the signing of agreements that
allow the removal of irregular housing and the resettlement of families in decent housing.

The following Structuring Measures were maintained and implemented in 2018:

Services for monitoring and mapping of the easement bands up to June 30th, 2019;

Publication of the Policy for Equating and Preventing Human Occupation under Lines.

As a way of minimizing risks to the population, Cemig is carrying out the deviations of
lines of 138 thousand Volts in seven agglomerates and villages in the municipalities of
Belo Horizonte and Juiz de Fora. Work is under way on the new route of lines of 138 thou-
sand Volts in the Santa Rita neighborhood, in the city of Juiz de Fora, with completion
scheduled for February 2019.

Also, in 2018, there were proposed 104 repossession actions, with 61 injunctions issued
for the removal of irregular buildings. Also, in view of the urgent need to address the com-
plex issues surrounding the irregular occupations of lines, Cemig was invited to and was
represented by Superintendencies of Coordination of Relationship with Public Officers in
the event “Socio-Patrimonial Management in Focus - Challenges and Solutions,” held in
October 2018 in Rio de Janeiro and sponsored by Furnas.

On this occasion, Cemig presented its structuring measures in relation to the management
of this topic issue, and was recognized by the other concessionaires in the electric sector
for being at the forefront of this process.



In line with its Vision, Mission and Values, Cemig seeks to create shared value by aligning
its philanthropic and corporate citizenship strategies with the business objectives, in order
to promote the economic and social development of the communities where it operates.

In the context of being part of an emerging market, Cemig’s Corporate Citizenship and
Philanthropy strategy has as its priorities:

the social and educational development;
the strengthening of the cultural sector; and

the increase of the sports sector, strengthening the brand and the Company’s image in
the market and in society.

In this sense, Cemig works towards the sustainable development of communities through
an articulated strategy, working in partnership with the Government (Health Secretariat,
State Secretariat of Education, State Secretariat of Culture, Ministry of Sports and Ministry
of Health), municipalities (Municipal Councils for the Rights of Children and Adolescents)
and philanthropic institutions. In addition, Cemig also engages its employees and clients
with the theme through projects and actions that are described throughout this chapter.

With regard to sponsorships, Cemig has a Sponsorship Policy that aims to highlight the
commitment of the company to the reality and demands of the communities where it op-
erates, contributing to its development and strengthening cultural, sport, educational and
social sectors in alignment with the current public policies in the communities. This policy
reiterates Cemig’'s commitment to the transparency of its management, making public the
assumptions, fundamentals and origin of the resources that guide it in the definition of
sponsorships, supports, partnerships and the use of incentive laws.

Cemig also has an Internal Service Instruction (IS58 - Preparation and Management of
Corporate Social Responsibility Projects) that establishes responsibilities for all involved
agents and the definition of impact indicators, with the objective of ensuring good project
management of social projects.

203-1 103-2:203

In this context, Cemig has different programs to promote social and educational devel-
opment. Some of these programs constitute indirect economic impacts of the Company,
characterized by investments in infrastructure and service offerings that positively impact
communities and local economies. The Donation Granting Program is highlighted, as de-
scribed below.
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Donation Granting Program:

Through the Donation Granting Program, Cemig grants deductions on electric energy bills,
up to 25%, from philanthropic institutions that promote social and health care, after ap-
plying the respective current rate and limited to a ceiling. The ceiling calculation is deter-
mined by the average consumption of electric energy (kWh) and/or demand (kW), when
applicable, calculated in the last twelve months prior to the benefit concession date of
the, and without taxes and charges. With the Program, it is generated an economy for the
institutions, which can be used for social means. On the other hand, the Cemig reduces its
losses due to non-payments, since only the institutions in compliance with the Company
can receive the benefit.

Cemig’s investments in this program are of commercial nature, as the Company provides
the energy at lower costs. In 2018, 972 entities were benefited, totaling BRL 7.2 million in
deductions in the electric energy bills of the entities that receive this benefit.

201-1

Community investments are also an important means of exercising corporate citizenship.
This category includes contributions to community institutions, NGOs and research in-
stitutes, funds to support community infrastructure - such as recreational facilities - and
the direct costs of social programs, including arts and educational events. In this context,
some Cemig programs should be highlighted:

Sponsorship Program

The Sponsorship Program consists of collection of donations from third parties (sponsors)
in favor of philanthropic institutions, through the electric energy bill, and these donations
are fully transferred through a bank deposit. Sponsors who enroll in the Program can
choose the registered institutions they wish to benefit and the amount to be collected in
the electric energy bill.

Through this program, Cemig establishes a partnership with the society, through clients
who become sponsors of the institutions to benefit the community and, consequently,
strengthens its commitment to the local communities’ development. Institutions, on the
other hand, receive donations in a secure manner, using Cemig'’s infrastructure and capil-
larity, without the cost of issuing, paying and receiving invoices and/or slips.

Cemig's investment in this program is made available through the provision of its infra-
structure and capillarity to philanthropic institutions without the cost of issuing, paying
and receiving invoices and/or slips. In 2018, 416 institutions received approximately BRL
64 million in donations



Corporate Volunteer Program

In August 2018, Cemig launched the Cemig - VOCE Corporate Volunteer Program, which
encompasses several actions to encourage and support the involvement of employees

in voluntary activities. VOCE Program aims to stimulate and disseminate solidarity and
volunteer work among employees in order to promote human development and contrib-
ute to the well-being of communities where Cemig operates. The program is structured

to strengthen the actions of volunteers in progress, whose path gradually migrates from
welfare to participatory citizenship and social transformation. Cemig has a Business Vol-
unteer Policy, which acts as a guiding instrument for the practice of voluntary service, and
a Service Instruction, which establishes the implementation rules and the guidelines to be
followed by those participating in the VOCE Program.

Within VOCE Program, different actions are developed, such as: Volunteer Day, Actions in
Partnership with the Junior Achievement and the Al6% Program — Educating Citizens. In
2018, the Company provided 3,341 work hours of its employees to the VOCE Program, for
the planning and structuring of it, as well as for technical visits and participation in cours-
es and congresses. Within the actions of VOCE executed outside working hours, Cemig
volunteers donated 2,518 hours of their time.

The programs and results in 2018 are detailed below.

V-DAY
The Volunteer Day is celebrated on the chosen by the coordinating team of the
last Sunday of August. Annually, on that event. In total, 500 kg of clothing, shoes,
date, there is the mobilization and the in- accessories, and toys were collected and
centive to carry out solidarity actions in a donated, in addition to 1,500 kg of food
community previously selected by the co- and 150 kg of personal hygiene products,
ordinating team. Cemig, under the general medical care, cleaning supplies and chil-
coordination of Cemig Saude and jointly dren’s diapers. In addition, the volunteers
with Cemig - AIC Inter-managerial Associa- provided 20 orientations regarding the Bol-
tion, and Gremig have been supporting this sa Familia Program and the Social Energy
action since 2001, in order to engage its Tariff, seven psychological orientations,
employees with volunteering. In 2018, the 250 dental orientations, 50 Labor Market
V-Day was celebrated in two cities of the orientations and Curriculum Development,
Cemig's concession area. 130 Dental and Dermatological Care, 150
Medical Care, 40 Quick Tests of HIV and
hepatitis B and C. At last, 12 people partic-
Volunteer Day in Janaiba: On the V-Day of ipated in the Course for Pregnant Mother's
Janauba, the families of the victims of the Care.
accident at the Gente Inocente Daycare
Center were benefited, they were about Volunteer Day in BH: On the V-day held
500 people. On that day, 80 volunteers and in Belo Horizonte, the Pavonianas Social
15 partners (companies, institutions and Works organization benefited seven poor
health professionals) dedicated their time, communities in Santa Lucia Dam and
work and donations to help the institution Morro do Papagaio region, located at the
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Vila Paris district of Belo Horizonte. About 1,000 residents of the community participated
in V-Day, where there were 35 medical and psychological consultations and 282 ophthal-
mological and dental examinations and consultations. In addition to the medical appoint-
ments, a campaign collected 150 kg of food and 150 kg of personal hygiene and cleaning
products for donation. There was also a bazaar with collected utensils, about 3,000 kg of
clothing, footwear and accessories and toys that were sold and generated a profit of BRL
3,768.35, passed on to the beneficiaries.

PROGRAMS IN PARTNERSHIP WITH JUNIOR ACHIEVEMENT

As part of VOCE Program, Cemig has collaborated with Junior Achievement, an autono-
mous, non-profit institution that designs education solutions for youth development and
applies them through voluntary business work, strengthening the preparation of these
young people for the job market and for the entrepreneurship. The Company has also
formalized a partnership with Instituto BH Futuro, an institution that works with cultural,
sports, education and innovation and entrepreneurship projects for children and adoles-
cents in Aglomerado da Serra, a low-income region of Belo Horizonte.

The partnership between VOCE and Junior Achievement of Minas Gerais aimed at influenc-
ing the communities around Cemig, having the Company’s volunteer approaching social
relevant issues for the community. The actions enabled the development of both the bene-
ficiaries and the volunteer applicants who could practice skills such as oratory, teamwork,
leadership and decision-making.

The Project consisted of the following Programs: Entrepreneurial Women (Mulheres Em-
preendedoras), Let's Talk about Ethics (Vamos Falar de Etica), The Advantages of Staying
in School and Mini-Enterprise (As Vantagens de Permanecer na Escola e Miniempresa).
Information on these programs is presented in the table below.



Programs in Partnership with Junior Achievement

Program

Enfrepreneurial
Wamen

Mini-
Enterprise

Let's talk
about ethics

Benefits of
Staying at
Sohool

TOTAL

Dbjestive

The “Entrepreneurial Women® program is an initiative to
promote entrepreneurship, whose purpose is 1o develop the
entreprenswrial apirit of women in situations of social
wulnerability and guide them in the process of decision:
making and risk analysis, stimulating the creation of their
own company and their self-confidence, One of the tools
wsed is micro-credit, as an investment financial support. As &
result, women are given the necessary suppor 10 starl
earning money and can then confribute to family income and
invest in the future of their Tamilies, thereby improving
family and social well-being

Mini-Enterprisge provided public school students with the
knowledge and practical experience in economics and
buginess. threugh the erganization and operation of a mini-
enterprise. Students learn concepts regarding free initintive,
markel, marketing and production.

In this program, young pecple create a company, plan and act
inall of ite areas, produce and sell a product, determine the
results and remunerate with symbalic values all those
invalved. At the end of the project, students choose a social
organization and donate the amount collected from mini-
enterprise laxes,

The program was closed with a fair and a graduation
ceremony of the participants.

The fair consisted of meeting the participants in an event
aimed at selling the products developed by the students
during the Mini-Enterprise project. This activity aimed al the
development of young people in gkills such as negotiation,
oratory, public service and argumentation. In addition, the
fair also had the role of presenting the results of the
wolunteer program and valuing the voluntary service of Cemig
employees.

All thoae involved in the delivery of the participation
certificates, in turn, attended the graduation ceremaony.

Program that provides young students with reflections on the
benefits of ethical conduct in their personal and professional
lives, contributing 1o a better understanding of their role as
gitizens. There were board games, acticn and conseguence
cards and characiers. Students received a participant
manual and participation certificate.

Program thal focuses on raising the awareness of
adalescents about the impartance and benefita of continuing
education, by providing educatienal information and
presenting career oplions. Students received & participant
manual, board games, chart analysis, budget preparation,
career planning and discussion

Inetitution

Sara
Foundation

Institute
BH
Futura

Maeatro
Willa
Lobos -
State
High
School

Mauricia
Murgel -
State
High
School

Ruy
Pimenia
- State
High
School

Marconi

= Caly
Elementary
Scheol

City

Maontes
Claros

Bels
Horizonte

Bela
Horizanis

Cantagem

Belo
Horizonte

Al16% PROGRAM - EDUCATING CITIZENS

Target
Audience

Women
a1 social
risk

Women
a1 social
rish,
aged
batwean
19 and
60 years

Young
people
in high
school

Elementary
school
adalescents

Classes

25

23

147

are

Voluntesrs

82

In addition to the new projects, the actions of the Company, such as the Al6% Program - Edu-

cating Citizens, are also inherent to the VOCE Program.

The Al6% Program - Educating Citizens, implemented in 2000, is one of the corporate actions
developed by Cemig and is recognized nationally for its strong social impact, especially in

the smaller municipalities of the state. The Al6% is the result of a partnership between the

Cemig Inter-managerial Association (AIC) and Cemig - VOCE Program. The Program was cre-
ated to help institutions that work with children and adolescents in situations of personal or
social risk and, at the same time, to support the actions of Cemig’s volunteer employees who
assist these entities.
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Supported by Federal Law No. 8.069/1990, the Statute of the Child and Adolescent, the
Program aims to encourage employees to transfer up to 6% of their income tax to support
social projects of the approved institutions to raise funds with the Funds of Childhood and
Adolescence (FIA). Cemig also allocates part of its income tax to the participating Municipal
Councils of Children and Adolescents (CMDCAS).

Since the founding of the Al6% Program, more than BRL 20 million have been invested in
the projects of the participating entities, benefiting thousands of children and adolescents,
distributed by several municipalities in the area covered by Cemig.

In addition to contributing to the implementation of projects approved by the CMDCA
through the allocation of financial resources to the AIF, Al6% is also concerned with assist-
ing in the training of participating institutions. In partnership with the Inter-Sectorial Allianc-
es Center of Minas Gerais (CeMAIS), in 2018, 64 social institutions were trained through the
Shared Knowledge Journey (JCC) and 50 entities in the Pre-ENATS Workshop, which preced-
ed the 14th National Meeting of the Third Sector - ENATS 2018, event sponsored by Cemig.

The JCC reflects the reality of the Third Sector, which aims to contribute to the technical
improvement of professionals and volunteers so that they can manage their institutions with
a sense of entrepreneurial opportunity. The project offers six modules of in-person training
with three hours each, with a total workload of 18 hours. The modules include the following
topics: Strategic Management, Legal, Administrative, Communication, People Management
and Volunteering and Project Development. The Pre-ENATS Workshop is complementary to
the points covered in the “Shared Knowledge Journey - JCC “ and, in 2018, its theme was
“Resource Mobilization Plan.”

All the Al6% Program actions strengthen Cemig as a socially responsible company. In addi-
tion, it contributes to the development of the interpersonal relationship of employees and the
maintenance of Cemig in sustainability indexes, such as the Dow Jones Index.

In 2018, the Al6% Program had the participation of 149 volunteers (sponsors of the entities)
and 1,788 employees (30.3% of the effective) allocated part of their income tax due, amount-
ing a total of BRL 1,296,488.00. Cemig, as legal entity, allocated BRL 1,748,460. In total, BRL
3,044,948 was allocated to support projects of 169 charitable institutions, assisting approxi-
mately 25,000 children and adolescents from 89 municipalities.

RESOURCES DESTINED TO THE AIGY PROGHAM

Year Destination 6% Income Tax of Employees Destination 1% Income Tax of CEMIG Total Amount Invested
2014 BAL 1.353,389.00 BRL 2,500,000.00 BRL 3,853,389.00
205 BAL 1.207.957.00 BRL 1,263,657.00 BRL 2,471,614.00
P L) BAL 1.311.157.00 BAL 249.600.00 BRL 1,560,757.00
2omr BAL 1,126,058.00 BAL 938.100.00 BRL 2,064,158.00
ma BAL 1.266.488.00 BRL 1,748,460.00 BRL 3,044,948.00
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Participants of Al6% Participation % in relation to the number of employees

2014 T.922 2,168 0.2
2016 T.BED 1,782 22.7
2016 EARL) 2,133 a0
T 5,864 1,757 9.8

208 5,900 1,788 0.3

It is also worth noting the participation of Cemig in volunteering promoting associations.

CBVE - Brazilian Council of Business Volunteers: a network that brings together com-
panies, confederations, institutes and business foundations, and develops activities
for the promotion and the development of corporate volunteering. The purpose of
CBVE is to be a network for the promotion and development of corporate volunteering,
both inside and outside the country, providing to its members a space for collective
construction and dialogue.

CMVC - Corporate Volunteer Committee of Minas Gerais, an organization that
emerged from the interest of several companies in creating a space for sharing expe-
riences aimed at volunteering in the corporate field. The member companies have the
challenge of disseminating and improving the culture of corporate volunteering and
social responsibility, and of contributing to making these practices a local and human
development tool, aligned with the strategies of each organization.

Other programs with actions that strengthen Cemig’s corporate citizenship in progress in
2018 are:

TAQUARIL PROGRAM

In 2018, Cemig resumed the Taquaril Substation Environmental Project. Elementary school
children from six schools located near the transmission lines complex, which make up the
Taquaril substation in Sabar4, had the opportunity to get to know environmental preserva-
tion areas of and the dangers of electricity in the daily life. In total, 270 children participat-
ed in the visit.

The purpose of the initiative was to raise awareness among the community about the pre-
vention of fires under the transmission lines and in the area around the Taquaril Substa-
tion. At the end of the project, which began in May of this year, no occurrence was detect-
ed due to illegal fires near the lines. This substation is of fundamental importance in the
supply of energy, since it is responsible for much of the supply of the Metropolitan Region
of Belo Horizonte (RMBH) and of the East Region of the State.

Students received information about the risks of causing fires near the substation trans-
mission lines, the ways of treating and recycling waste, rational and safe use of energy,
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and participating in a seed planting workshop. During the visit, students were also advised
on the proper use of kites. The project has the initiative of contributing to the awareness
of elementary school children about the importance of preserving the environment and of
the safe and rational use of electric energy.

By working on this project, the company aims to promote integration with the community,
through the awareness of children and young people who can be multipliers of the project,
a fundamental factor so that there are no fires that could compromise the energy supply.

LIGHT FIELDS PROGRAM

The program began in 2005, reaching, since then, approximately 900 amateur fields for
sports practices. In the current edition, the novelty is the inclusion of the multi-sport
courts in the project. There are 250 amateur soccer fields and 50 multi-sport courts that
will receive electric lighting, aiming to improve the quality of life and the social inclusion of
needy communities with sports, leisure and cultural activities, especially at night time.

In addition, as a result, the image of Cemig, as a company committed to acting with social
responsibility, is expected to improve. In order to participate in the Program, the City Hall
must be in compliance with Cemig, taking responsibility for the management of the sport
field /multi-sport court, including security, maintenance of facilities and payment of elec-
tric bills. The fields/courts that receive the lighting must belong to the municipalities and
be within the Cemig’s concession area.

The programmed investment for the program is of the order of BRL 15 million, and will be
used for the elaboration of lighting projects, the acquisition of materials and the execution
of the works. Out of 300 fields/courts to be illuminated, forecasted in the project, 244 were
completed and 22 are being implemented. In 2018, BRL 8.2 million were invested.

In 2018, the company presented a better scenario from the economic point of view, although

a year also marked by great challenges as a result of the financial crisis that Brazil is going
through. In order to maintain its sponsorship projects, Cemig has collaborated with other
companies in the group - Taesa, Light and Alianca Energia, and thus maintained its investment
in the projects with the State and re-invested in other Tax Incentive Notices. It also sponsored
sports and culture projects through state incentive laws, which leveraged the Company's par-
ticipation in projects in these areas.

Projects sponsored by Cemig on different axes (Health, Social, Culture, Education, Sports) stood
out in 2018. There was a 22% increase in social investments compared to 2017. Some of them
are already finalized (executed status), others are in progress or due to occur in 2019 (under ex-
ecution status) and, finally, there are those whose sponsorship has been approved and are in the
process of being initiated (released status). These projects are presented in the table below.

183



Investment area

Health

Social

Cemig allocated almost
BAL 2 million 1o improve
The service 1o the
communities assisted by
the institutions, in
different regions of Minas
Gerais.

This area counted with
the suppert to 185
diverse programs and
projects, totaling a value
of more than BAL 5
million, which fecused an
impreving the gquality of
life of those assisted.

Project

Wational Program af
Suppert 10 Dnealogic
Attention - PRONON,
Ministry of Health:
Bom Samaritang Social
Welfare

PRONON: S8a
Francisco de Apsie
Haospital Foundation

Vila Musical

Fund for the Elderly

Hahaha Institute

Description

Cemig has contributed 1o the acquisition of high-performance, full-
body magnetic resonance imaging equipment for the ancology
imaging industry. The instlilulion assisls Governador Valadares and
its neighboring region and. with this, it managed 1o increase its
service capacity, 1o reduce costs and the displacement of patients.

The Foundation, located in Belo Honizonte, nesds assistance 1o
expand and qualify dingnostic care services, increase the number of
ancological consultations, implant the palliative care service with a
multidisciplinary team. qualify the chematherapy service, expand the
capacity for performed examinations and reduce the time for issuing
reports. With the investment of Cemig, it is expected that the
implementation of some of these improvements will be made
feasible.

Praject that offers children and adolescents fram high social
vulnerability communities access to the learming, practice and
enjoyment of music as an instrument of human development, social
integration, work and income, and gociceconomic inclusien. Vialin,
vigla, vicloncello, acoustic bass, percussion, transverse flule, sax and
clarinet lessons are taught to youngsters from 4 1o 20 years of age.

The Institutions “Lar dos |dosos Padre Jodo de Oliveira Lima® and
“Lar dos Idosos Padre Vicente Cornélio Borges™ were hit by heavy
raing in 2017 and needed help 1o recover the damaged structural part
and o acquire a new car, To this end, donations were collected
thraugh the Elderly Fund, with the objective of improving the
conditions for the 95 elderly people living in these institutions in the
cities of Caeté and Ribeirdo das Meves, in Minas Gerais,

The Hahaha Institute aims to promote access to culture and
citizenship for elderly people hospitalized in long-term care in
Ozanam City. in Lar Dona Paula of the S8o Vicente de Paule Society,
in the Elderly Institute Afonso Pena and Hospital Paulo de Tarsus. For
thie purpose, pericdic artistic interventions, centinueus training of
project professionnls and equipment acquisition are carried out,

Status

Executed

Under
execution

Under
eamcution

Under
execution



Culture

The strengthening of this

sector continues to be
one of the Company’s
priosities in Corporate
Citizenship. Cemig has
directed aboul BAL 18
million for cultural

projects, as the company

believes they generate

opporiunities for leisure,

help in eritical

compoaition and provide

human development.

1gt ECOART - Culture
and Enviranmental
Preaervation Tor
Everyane

Urban Circuil Cura

Grupo Corpo

FETD - Festival
Estudantil de Teatro -
Culture ICMS

im Institute -
Activities and
Maintenance

215t Tiradentes
Cinema Shaw

Biteca: University of
Popular Musgie

10th FIQ - Internaticnal
Comic Book Festival of
Bela Horizanie

FIT 2018 -
International Festival
of Stage and Street
Theater of Belo
Harizonte

This avent covered multicultural actions accesaible to the general
public and featured concerts of instrumental music frem Minas
Gerais, presentations of dance groups. socioeducative and theatrical
actions, This event focused on the moderate and responsible use of
water, planting seedlings, warkshops with recyclable materials and
varipus lesaure activities Tor an audience of approximately five
thousand people.

Fainting Festival in Bele Horlzente. The Urban Clrcuit of Arts left as
legacy for the capital of Minas Gerais the first Overlook of Urban Art
worldwide, in which the public can follow, live, 1he sccomplishment af
thie works. This observation point is open throughout the year, making
it a charming public balcany of the city.

Grupo Corpo is an internatienally renowned contemporary dance
company, established in 1975 in Belo Horizonte, Minas Gerais. The
project sponsored by Cemig enabled the rehearsals and re-assembly
of twa shows in the Group’s reperioire in a special season and a1
popular prices.

The festival has been held since 1999, bringing together hundreds of
sludents, teachers, artists, masters, doctars and those interested in
theater and formation. Its main obhjective is the artistic and social
development of students, through the incentive to the arganization
and presentation of artistic productions.

The Inhatim Institute, lecated in Brumadinho, Minas Gerais, houses a
museum complex with & serles of pavillons and galleries with works
of art and sculptures, In 2018, Cemig approved the sponsorship of the
project far the maintenance of this impartant apen sky museum,
whose botanical garden has international relevance and the institute
has become a national and international reference in contemparary
art.

It is an avant-garde audiovieual program that brings together all the
artistic expression in a comprehensive cultural program offered free
of eharge 1o the public in the sity of Tiradentes, Minas Gerais. The
Show exhibits Brazilian films in national previews, the Brazilian
Cinema Seminar, a meeting between critics, directors and publics,
workshops that certify more than 200 students. a Film Show for the
children and youth avdience and exhibitions, reaching an estimated
audience of more than 35 thousand people.

The reésources of Cemig were intended te maintain, expand and
congolidate Bituca as o reference of excellence in professional
training for popular music, instrumentalists and Brazilian
instrumental music production and ite interfaces, aimed at the
underprivileged youth,

FIQ is the largest Latin American meeting point for Comic Books. FIG-
BH iz an ideal place to meet professionals and exchange artistlic and
pedagogical experiences related to the language of sequential art. In
addition to the various ac ies offered, invited academic artisis
stimulate the prolessionals training and encourage the gualification
of young comic artists,

Cemig sponsored the International Festival of Stage and Street
Theater of Belo Horizonte (FIT-BH), which is considered ane of the
largest imternational theater festivals in Brazil, and ane of the top five
In Latin America, Held every two years, FIT offers plays in theaters,
with popular prices, and in parks and squares, free of charge. Several
nationalities shows are presented to the public, drawing a diversilied
schedule,
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Sport

The detail of the values of social investment is described in the following tables.

Resource O

In 2018, Cemig invested
more than BAL 2 million
in educational projects
aimed at young people,
focuging on training and
entreprensurship as a
means to promate
autenomy and
citizenship.

Develeping and premeting
the practice of sports is
algo o regponsibility of
Cemig. Thus, in 2018,
more than BAL 4 million
were invested in the
sparts segment,

Instituta BH Future

De Olho no Fuluro
[Looking 1o the future)

Corpo Cidadio

Copa Fecemg = ICMS
Spert

Whaalchair basketball

Favelas Cup

Avanga Esporte Il
Project

Value (BAL)

Cemig supporie the Inglitule aiming at contribuling to the education
and training of children and young pecple through culture, sports and
technical training, stimulating the skills and competences needed Tor
future professionals and entreprensurship.

The program offers phyeical education classes, Jiu Jitsu, school
reinforcement, crafis, capoeira and recycling to 100 young people
fram the city of Belo Vale and its neighboring region.

Thit project proposes Lo afler arte and education workehops (dance,
musie, viaual arta) to approximately 120 children and adolescents of
municipal schoals in the city of Lagoa Santa. In addition, the project
engages the families of the participants and the community in the
activities.

Through the Copa Fecemg, more than 1,000 athletes from all age
groups parlicipated in gporie compelitions that covered ten
modalities, providing access to spert, Inisure, integration and the
collective interest of the community of Minas Gerais.

Cemig sponsors the formation and maintenance af & wheelchair
baskeiball team, aiming at the participation of the athletes in
championships erganized by the Federation of Wheelchair Basketball
of Minas Gerais andfor Brazilian Confederation of Basketball. This
sponsorship is part of a social inclusion policy, which is cne of the
guiding principles of the Accessibility Law fallowed by Cemig.

The Favelas Cup is a praject of social inclusion through sport. The
project invelves young people in integration tournament of between
aeveral communities, careying out productive activities and football
matches. The 2018 edition was held at the Multi-spart Complex of
Vale do Jatabs and included 32 national teams (male and female),
reaching a total of 12,650 young peoaple.

The purpase of this Cemig spensorship is to continue and provide
improvements Lo the process of trainning and development ol
Mackenzie athletes, especially in basketball, With this suppert, 70
athletes were able to have greater experience in high-performance
sporie and were able 1o take part in at svate, national and
international level compatitions.

nent area

Under
execution

Under
execution

Under
execution

Execuied

Executed

Executed

Under
execution

Cwn

Granting of Denations

Energy Efficiency Program

Tax Waiver

Taoual

10,749,005

7,200,000

30,584.076

20,839,711

69,372,792

Culture

Education

Sport

Social Actions

Enargy afficiency

Health

Taotal

18,021,714

11,245,443

4,311,474

12,403,831

21,481,236

1,909,093

69,372,791



Adriana Duarte (Sustainability)

13. ENVIRONMENTAL RESPONSABILITY

Cemig recognizes its responsibility to the environment and is committed to the adoption
and dissemination of good environmental management practices. It has an Environmental
Policy, whose establishment has contributed to formalize the integration of environmen-
tal issues in Cemig’s decision-making process, in all its projects, processes and activities
related to the expansion, deployment, operation and maintenance of assets, service reali-
zation and partnerships.

Cemig’s Environmental Policy establishes respect for the environment as a value that must
be practiced by all employees and other stakeholders acting on its behalf, including its sup-
pliers. It has six principles: (i) strategy, (i) management, (iii) compliance with legal require-
ments, (iv) pollution prevention, (v) commitment to continuous improvement and (vi) envi-
ronmental education and communication, processes and Cemig's management routine.

Cemig seeks to balance the Company’s economic and social development with environ-
mental responsibility, biodiversity conservation, sustainable use of natural resources,
waste management and mitigation and adaptation to climate changes.
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It considers the current environmental legislation, the guidelines of the Environmental Pol-
icy, as well as other internal policies related to the theme, such as the Biodiversity Policy
and the Water Resources Policy, in addition to Cemig Commitment to Climate Change.

Cemig's environmental strategy is contained in the Company’s Strategic Planning and its
formulation considers current and future risks and opportunities, challenges and medium-
and long-term scenarios and the expectations of stakeholders with whom Cemig relates,
besides contributing to the ODS.

Cemig Environmental and Social Sustainability Program is the instrument that details the
environmental strategy at the tactical level, in which priority environmental issues are
identified and prioritization for action plans (with goals and targets, as well as an indica-
tion of responsibilities, programs, initiatives and their respective objectives, indicators,
allocation of resources, etc.). Periodically, a committee composed of representatives of the
Company’s boards accompanies this program.

The Prioritization Matrix covers general environmental aspects, Biodiversity, Water, Wastes
and Climate Change.

The involvement of Cemig’s various stakeholders is considered fundamental, through net-
working and building partnerships in the design and implementation of all programs.

The Company continuously invests in R&D and new technologies to mitigate the impacts
and reduce the environmental risks of its operations, the results of which are demonstrat-
ed throughout the items in this chapter. The figure below presents the environmental strat-
egy and its tactical and operational deployment.



PILLARS = Strengthen Cemig's activities in environmental issues;
* Minimize the environmental risk, avoiding fines, challenges
and processes

* Strengthen the sustainable business image
N

* Prepare the company for future environmental issues
DRIVERS = Conservation of ichthyofauna

* Proper waste management

= Proper vegetation management

= Climate Change Management
— » Water management

* Peixe Vivo Program
PROGRAMS * Forestation Management Program

l.n I'ITIlTl'Es L M:ﬂl’li_lg&l:l'lﬂﬂt ﬂf Nrpﬂl"altﬂ gﬂah for greenhﬂl‘iﬂ_e gases
emigsion intensity reduction, water and electricity
« Carbon risk assessment in new ventures
» Community relationship and environmental agencies

S * Maintenance of environmental management systems

# Strengthening of reserve logistics

* Reservoirs management y
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Cemig’s environmental management encompasses all operational and support process-
es, from the planning, construction, and operation to the decommissioning phases. The
structuring of the Management Systems ensures that the assumptions are assumed and
applied by Cemig'’s entire workforce.
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The Environmental Management System (EMS) allows the adoption of best practices for
minimizing environmental risks and optimizing operating costs. Acting in a preventive
manner, the EMS aims at minimizing possible environmental impacts, reducing occurrenc-
es, adequately preparing employees for emergency response, as well as obtaining greater
assertiveness in the conduct of the environmental strategy and the commitments made
with the competent agencies.



Then, when building the prioritization matrix and defining the work programs and initia-
tives, it is necessary to conduct and manage the actions and results of those efforts.

103-3:301 103-3:307

By adopting the ISO 14001:2015 NBR standard or an Internal Management System called
EMS Level 1, developed based on the principles of ISO 14001:2015, the areas will conduct
their activities in a controlled manner, focusing on the compliance with legal requirements
applicable to environmental management. In order to ensure control, both systems are ver-
ified by internal audits, carried out by their own priority teams and external audits, which
are conducted by an external and independent certification agency accredited by the Gen-
eral Coordination of Accreditation of Inmetro (Cgcre).

With the transition from environmental certifications to the new version of ISO 14001 stan-
dard, the environmental scopes were revised in scope and direction considering the bene-
fits of the new version.

These benefits include better understanding of stakeholder needs and expectations, a
broader understanding of the processes in which they are embedded, a greater alignment
of environmental projects with organizational strategy and process risk management. In
this way, it is possible to have an integrated view of the service life cycle developed by
Cemig, understanding the environmental impacts of the enterprises from the beginning to
the end of their value chain.

103-2:307

The regulatory requirements are applicable and complied with by Cemig, as stipulated by
the Quality Manual. This manual is published corporately as an Organization Instruction
that specifies the most relevant topics for the Systems and guides the fulfillment of the
requirements required by the standards through Cemig’s practices. In a complementary
way, online training is carried out in order to clearly and objectively present the contents of
the Quality Manual and enable all employees to comply with the normative requirements
of NBR ISO 9001:2015, NBR I1SO 14001:2015 and OHSAS 18001:2007, increasing, thus, the
commitment of everybody with the Management Systems and certified processes of the
organization.”980

 Note 1: The Certification of Environmental Management System in NBR ISO 14001 is only possible for areas that have an environmen-
tal license and, since many facilities were built before the environmental legislation, currently they are in corrective licensing process
with environmental agencies. These facilities had good Environmental Management practices, but were prevented from getting certi-
fied. Thus, Cemig developed the SGA Level 1 as a step towards certification in 1ISO 14001. In fact, over time, the facilities that have been
obtaining the Environmental Operating License, after the first external audit, were recommended for ISO 14001 certification, showing
the accuracy of the SGA Level 1 practices.

80 Note 2: The General Accreditation Coordination of Inmetro (Cgcre) is the accreditation agency of conformity assessment agencies
recognized by the Brazilian Government. Cgcre is therefore within the organizational structure of Inmetro, the main organizational unit
that has full responsibility and authority over all aspects of accreditation, including accreditation decisions.
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Coverage of the Environmental Management System al Cemig

Activity IS0 14001 S04 Level 1 Minimum Requiremenis*

Generation’ 65% 0% 15%
Transmission® 7% 28% 0%
Distribution? % 10% BE%

Hira-Cemig Model

Generation’ B4% 16%
Transmission® 1007% o
Distribution? % 9%

1 In relation to MW generated in large power plants

2 Regarding the extension of the Transmission Lines of the GT

3 In relation to consumers4 The Minimum Requirements only exist where the EMS is not implemented, either based on ISO 14001 or
based on EMS Level 1

4 The Minimum Requirements only exist where the EMS is not implemented, either based on ISO 14001 or based on EMS Level 1

In addition to being a legal obligation, the environmental licensing of Cemig's activities
aims to ensure that its expansion and operation take place in compliance with environ-
mental and sustainability criteria and in line with the Company’s Environmental Policy to
support impact prevention and guide environmental management of Cemig'’s projects.

Environmental licensing may be preventive (in the case of new developments) or correc-
tive (undertakings installed before environmental licensing is mandatory). For the envi-
ronmental licensing of the projects installed prior to 2007, Cemig Distribuicao organized

a grouping by region, dividing the system into seven regional meshes: Center, East, West,
North, South, Mantiqueira and Triangulo. With the entry into force of Normative Resolu-
tion 217/17 of the Government of Minas Gerais, which excluded the substation code of
the projects subject to licensing and changed the transmission line concept, Cemig Dis-
tribuicao’s developments were not subject to licensing, therefore, all of them are now regu-
lar with respect to environmental legislation.
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Cemig GT, in turn, has 79% of its duly licensed ventures and 21% in the process of obtain-
ing the respective environmental licenses. As Cemig GT's ventures were built prior to the
mandatory environmental licensing, they all fall into the category of corrective licensing.
All processes are monitored in terms of deadline compliance, which guides the submission
of license renewal applications, since the deadlines for submitting requests for the remov-
al of environmental licenses are prescribed by law.

The risk to Cemig'’s business related to environmental licensing processes is relevant to
the Company'’s business since nonconformities (whether with deadlines, obtaining licens-
es or imposing restrictions) may have an impact on reputation and results. These risks are
described and discussed in Cemig’s Reference Form and Form 20-F.

Receipt of notifications of significant environmental assessments and infractions®' by
Cemig recorded only one lawsuit in 2018, totaling BRL 227,000. This demand has already
been addressed by the Company, which has already sent a response to the Public and En-
vironmental Agencies.

In 2018, Cemig totaled BRL 47.4 million in resources invested in the environment. Environ-
mental investments were subdivided into capital investment, expenditures and R&D proj-
ects, as shown in the table below.

Resources Allocated to the Envircnment [BRL)

2016 T 2018

Capital Invesiment BATT.000 4,048,000 13,351,000
Expenses 41,628.515 31268421 30,228,938
RED 2.B56.000 1.V3B. 257 3,886,744

Total 52,661,515 37,454,678 47 466,682

Among the three investment fronts, it is worth mentioning the resources destined to waste
management, BRL 755 thousand; to R&D projects, BRL 3.8 million; and investments and
expenses related to compliance with conditions and environmental improvements, BRL 43
million. The Socio-Environmental Adequacy Committee periodically reviews prioritization
and allocation of these resources.

8 Note: Environmental notices and infractions are considered significant if the fine is greater than US$ 10,000. Definition suggested by
the Dow Jones Sustainability Index.
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Cemig makes its contribution to the conservation of environmental resources through
proper environmental management in its operations, since it has significant consumption
of inputs and materials, with consequent generation of waste. The type and quantity of
materials used and their disposal after and / or at the end of their useful life can cause
significant impacts.

The environmental management approach defined and implemented by the company con-
verges with its environmental commitments and with sustainable development.

Materials

Cemig’s non-renewable source materials of greater use and operational relevance, as well
as the quantities consumed, are described in the table below.

Concrete Poles (unit)

203 14,209 52,243 10, 795817 2,684,791 843,185 734,429
2014 11,938 38,598 B.901,1C1 1.453.548 480,704 698,406
204§ 16,237 39,530 B.927.891 1.316.413 555.390 42,907
UL 19.688 47,163 B.560.574 1,000,324 529,088 TD.65Z
am7 18.016 42,057 T.B53.443 1,165,003 545.560 40,986
2018 28488 mnin T.ADB,TE2 1.308.120 441,605 -

In 2018, the responsibility for the monitoring and maintenance of public lighting was trans-
ferred to municipalities. Thus, Cemig no longer manages this aspect and, therefore, no
longer accompanies the data related to it.

Alternative options from recycled materials are not yet available on the market for materi-
als most used by the company in the generation, transmission and distribution of energy.
Cemig remains attentive to new solutions, seeking alternatives that bring components or
inputs fully recycled for the products consumed.

193



Waste

110n 4 - | 19370

0. ||¢ mme
- @8] 33 1on

INCINERATION

113 10n =

REGENERATION

679 10n

RE-REFINING

64,178 1on

DISPOSAL

b

TREATMENT
(EFFLUENT AND SLUDGE)
£

S

Currently under review, the Waste Management Plan (PGR) presents a forecast of qualifi-
cation and quantification of the waste generated and establishes criteria for the PGR to be
applied, monitored and updated continuously for its adequate performance. The PGR aims at
legal compliance and support the implementation of the Company’s Environmental Policy.
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The generating units are responsible for the proper segregation of waste, identification, pa-
ckaging and transportation from the generation point to the CDA-IG. In some cases, there
are outsourced contractors to carry out part of the process®. The Igarapé Advanced Distri-
bution Center (CDA-IG) is responsible for the temporary storage of corporate waste genera-
ted by Cemig D and Cemig GT. The management of these processes and the final disposal
is the responsibility of the Management of Supply of Material and Service.

The Environmental Management System - EMS Level 1 and I1SO: 9001:2015, certifies waste
management processes.

The destination process is monitored and, in 2017, Cemig implemented waste control via
SAP-R3 in order to ensure greater traceability and availability of waste generation and dis-
posal data. The final disposal processes used by Cemig are presented in the table below.

FINAL DISPOSAL PROCESSES OF WASTE OF CEMIG

Final disposal Description

Consists of conducting in-person auctions/bids, establishing procedures congistent with Cemig's environmental

Disposal management, aiming a1 directing reusable waste to recycling companies.

Sanitary Landfill Hon-hazardous wastes that are nol recoverable/recyclable are sent to the Sanitary Landfill of Justuba City Hall.

Technigue for the use of Industrial solid waste by processing it 8¢ partial substitute of raw material or ae fuel for the kiln

Spatensing of clinker production, in the cement manufacture,

Thermal destruction process caried oul under high temperature - 900 to 1200 *C, with contralled residence time - and

e used for the trealment of hazardous waste or wastes thal require complete and sale destruction.

Process of solid wastes Il‘!l‘lﬂlﬂll‘l'il‘lﬂ. which invalves the alteration of i1s physical, physical-chemical or biolagical

Recycling properties, with the ckjective of changing it into inputs er new preducts.

Industrial process carried out by the company to reestablish the physical and chemical properties of the insulating

Oil Regeneration mineral oil, returning the oil to the process and avoiding its premature disposal.

Reuse Process for the use of solid waste without its bislogical, physical or physico-chemical ransformation.

Industrial process for the remaval of contaminants, degradation products and additives, providing the product ebtained in
Re-refining this process with the same characteristics of basic lubricating ell. The main steps in the oll recovery process are
decantation, neutralization, distillation, clarification and filtration.

The final disposal of Cemig waste is in compliance with the National Solid Waste Policy -
PNRS, established by Law No. 12.305/10.

In the period from January to December 2018, 64.3 thousand tons of industrial waste were
sent to final destination: 99.58% of these wastes were disposed of or recycled; 0.17% re-
generated, reused or decontaminated; and 0.24% co-processed, incinerated, sent for treat-
ment (effluent and sludge) or disposed in an industrial landfill. Compared to 2017, when

82 Since 2014, for example, the Apoteose Transport Company has taken over Cemig’s logistics operation at CDA-IG and Jatoba Advanced
Distribution Center. These suppliers of transport services or final disposal of waste should have environmental licenses, permits for the
movement of waste and Certificates of Regularity of Potentially Pollution Activities with the Federal Technical Cadastre / IBAMA, being

periodically audited.
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39,800 tons of waste were generated, Cemig increased its disposal of industrial waste by
62%. It should be noted that waste destined for 2018 was not necessarily generated in
2018. This is due to temporary storage where waste is characterized, segregated, pack-
aged, identified and subsequently destined. Since in 2018 Cemig closed a five-year cycle
of investments in infrastructure maintenance, the observed increase in waste disposal is
justified.

The disposed waste consists mainly of cables and wires, transformer scrap, metal scrap,
meter scrap, poles, crosses, trimmings and waste wood. Revenue from the sale of these
64 thousand tons of waste reached BRL 44.6 million in 2018, an increase of approximate-
ly 316% over the previous year's revenue. This increase is largely due to the divestiture of
distribution transformers.

In 2018, nearly BRL 232 thousand was spent on the disposal of 112 tons of solid waste im-
pregnated with oil, solvents, PPE, glass fiber and wool waste, septic tank sludge, asbestos
waste and contaminated with PCBs and insulating mineral oil, representing a decrease of
76% in mass in relation to the previous year, mainly due to the decrease in the generation
of waste contaminated by PCBs and insulating mineral oil. Thirty-three tons of contami-
nated waste and equipment containing PCBs were disposed in 2018. Such materials were
sent for thermal destruction in a licensed company to perform this service.

From the total oil waste disposed, 112.5 tons of insulating mineral oil were regenerated
and reused by the Company. This measure, in addition to providing environmental benefits,
such as the non-generation of hazardous waste, avoided a cost to Cemig of approximately
BRL 12,300, considering only the acquisition values of the new oil, without considering the
costs for the disposal of waste.

All waste disposal processes are supported by certificates of final disposal of waste.



Final disposal of Cemig'’s waste, in tons and by disposal method

64,345

45,778

39,312

266 173 324 36

2016 2n7 2018

® Disposal, recycling, regeneration, reuse, decontamination
‘Incineration or coprocessing
¥ Industrial Landfill

The graph below shows the proportion of hazardous and non-hazardous waste disposed
of by Cemig over the last three years. From the hazardous waste, 799.5 t were transported
and 233.9 t were treated®®. Cemig does not export or import hazardous waste.

8 Waste was considered as treated with the following final destinations: co-processing, decontamination and recycling, incineration and
CTO regeneration.



Weight of hazardous and non-hazardous waste

disposed by Cemig
64,344
44,820
38,788
1,482 1,000 1,033
2016 2017 2018
B Non-Hazardous Waste Hazardous Waste

Effluents

The impacts of disposals of liquid effluents vary according to the quantity, quality and fate
given to the effluent. The main effluents generated by Cemig come from the sanitary facil-
ities of its infrastructures, from the use of water to the cooling of equipment in the gener-
ating plants and to the actual generation in hydroelectric turbines. In relation to effluents
from sanitary facilities, 100% of the effluent is fed to conventional treatment systems,
offered by local concessionaires and does not represent a risk to water bodies.

Regarding effluents from the generation and cooling of equipment in hydroelectric power
plants, for most installations, the water used is withdrawn into the water outlet and discharged
into the leakage channel system, with a bypass, but no measurement. These uses are non-con-
sumptive and the disposal of water is together, directly into the water body. Any degradation of
the water quality may occur in an insignificant volume when compared to the river flow.

Cemig also monitors the water quality upstream and downstream of the dams, so that the
Company can identify if there is any impact being caused to the watercourses. This moni-
toring acts as an evaluation of the quality of the Company’s effluent management, aiming
at the adaptation of effluent parameters to those defined by the legislation. The analyzes
and respective periodicities are shown below.
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Groundwater analysis Semiannually

Effluent analysis - effluent grease trap Semiannually

Effluent analysis - cll-water separator box Maonthly

Analysis of water potability Samiannually

Soil analysis in contaminated area When it is suspected of contamination

Monitoring also consists of audits three times a year: an external audit performed by
the certifying agency ABNT and two internal audits performed by auditors prepared and
trained to do so.

Regarding the Igarapé Thermal Power Plant, part of its effluent is treated as an industrial
effluent. In this venture, there is an internal effluent treatment process, which performs pH
adjustment, removal of suspended solids and oils and greases - before being released into
the receiving body. The water quality of the receiving body - Paraopeba River - downstream
of the launch is monitored to ensure compliance with legislation®. In 2018, the volume of
effluent released by Igarapé Thermal Power Plant was 4,321.42 m3 %,

It is important to highlight that the main risk of negative impact due to the emission of
effluents from Cemig is the presence of oil in the waters of the Thermal Power Plants.
Any type of incident relating to contamination or leakage is recorded and consolidated in
an Environmental Occurrence Report (ROA). In 2018, there were two recorded episodes,
whose details are in the following table.

Pawer plant Pai Joagquim SHP (MG/TR) SE Vérzea da Palma (MT/CH)
Leakage location Circuit Breaker 6J4 Autctransformer T5

Leakage wolume [liters) 1,000 T.000

Leak Material 0il spill on floor Ol wpill In grawal and porcalain and in the oil-

waler separator box

8 The following are the parameters accepted by the legislation: pH 6 to 9, turbidity < 100, COD 180, oils and greases 20.

8 For the calculation, it was adopted the estimate that the volume of industrial effluent generated corresponds to two thirds of the
production of demineralized water.
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In both cases, it was possible to remedy the leakage and the oil did not come into contact
with soil or liquid surface, not setting a contamination. Moreover, all contaminated solid
waste was disposed of and disposed of as required by legislation.

No body of water was significantly affected by disposals or drainage of water resulting
from Cemig operations in 2018.

Energy

In the development of its operations, Cemig consumes energy in the form of fuel and elec-
tricity. The energy consumption data in the organization are shown in the table below?®®.

Precursarn Total

Non-renewable fuel consumption (GJ)

Diesel - Brazil 107.750,66
Gasoline - Brazil 22.BEB.04
Liquefied Petroleum Gas 20,81
Hatural Gas 196,24
Vehicular natural gas 1.273.7T0
Aviation kerosens 452422
Fuel ail 273, 266.67

Renewable fuel consumption [GJ)

Hydrous ethanol 5.665.54
Total fuel consumption (GJ) 415,565,808
Electricity consumption (GJ) 145,234 83
Total energy consumption (GJ) 564,800.71

8 Although conservatively categorized as non-renewable fuels, “Gasoline - Brazil” and “Diesel - Brazil” contain addition of renewable
fuels (i.e., ethanol and biodiesel respectively). Electricity consumption is also conservatively categorized as non-renewable, due to the
impossibility of estimating the accurate share of renewable energy on the National Interconnected System.
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For comparative purpose, Cemig’s energy consumption in the last five years is grouped
into the main types of consumption: electricity, fuels for emergency generators, fleet, ma-
chinery and equipment, and fuel for generation in the thermoelectric plant.

Total Pawer Consumption (GJ)

Lt ye o o - Yariation
Variation Variation Variation Variation ]
il Fuel for il :::Irrf::l Gl IFI::r:;M il :Ill;:rnt
Year ::::::'“ m:”“' ko Electrie ﬁ:““ Ra eq-ipmr:u :;:pen L electric ;;:pm L] TOTAL te the
pravious Generators peavions f:ld o Do o D;M::r pravioul nr\l:;'lr:ua
peried (%) periad (%) Lol L L periad (%) Ll periad (%) ?1:_: e
2014 158,993 +0.96 a4 =36.18 173.493 1.49 B.054.794 +318.66 B.387.593 +2T1.46
2018 180,042 +0, 68 214 =31.85 164,680 -5.08 1.965.111 =T5.80 2.290,04T -T72.70
2016 156,373 2,29 356 +66,36 161,674 -1.83 1,709 99,91 a20aMm -86.02
2007 186,773 +0.26 as0 -1.68 164,796 -4 28 450,164 +26,240.03 TE2,074 +138.07
2018 145,235 -4.81 an -5.43 139,11 -10.12 276,104 -38.66 564,801 -25.89

Cemig also accounts for energy consumption in its value chain in the following GHG Pro-
tocol categories: stationary combustion, mobile combustion, electric power procurement,
employee displacement (commuting), transportation and distribution (upstream and down-
stream) and use of goods and services sold. Energy consumption data outside the organi-
zation are shown in the table below.
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Precursarn Total

Non-renewable fusl consumption (GJ)

Diesel - Brazil 192,039.07
Gasoline - Brazil 22,376.42
Liquafied Petrolpum Gas 110015
Matural Gas 37.730,196.85
Vehicular natural gas 1,610,389 48
Aviation kerosene 9,542.97

Hydrous ethanol 5,148.53
Total fuel consumption (GJ) 39,470,793.37
Electricity consupmtion {GJ) 263,914,199.57
Total energy consumption (GJ) 303,384,992.94

Energy consumption inside and outside the organization was calculated from the cate-

gorization proposed by the GHG Protocol methodology. The conversion factors used are
provided by the National Council of Energy Policy (CNPE), Intergovernmental Panel - IPCC,
Brazilian Program GHG Protocol and in the National Energy Balance.
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Sandro Garzon (Environment)

14. WATER RESOURGES

Water is the strategic resource on which Cemig's business depends, as 96.6% of the ener-
gy generated by the Company comes from hydroelectric power plants and small hydroelec-
tric plants. The company recognizes its role in conserving this resource and the potential
impacts of its activities on water availability.

103-2:303

Therefore, the Company published its Water Resources Policy®” in 2016. Its principles are
outlined below.

COMMITMENTS

Adoption of practices for rational, integrated and sustainable use of water resources.
Prevention and protection against critical hydrological events, both of natural origin and
arising from the inappropriate use of natural resources.

GOALS

Water conservation and spring preservation, through the creation of partnerships with pub-
lic agencies and society, aiming at the best use of this natural resource.

87 Cemig's Water Resources Policy is available on its website:
http://www.cemig.com.br/pt-br/A_Cemig_e_o_Futuro/sustentabilidade/Paginas/sustentabilidade.aspx
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RESPONSABILITIES

Participation in Public Management and compliance with the Water Resources Legislation
Secure Management of Reservoirs

Climatological Monitoring

Qualitative and Quantitative Water Monitoring

Stakeholder Relationships

Research and Development

The use of water for electricity generation purposes is subject to the regulatory environ-
ment, and the hydroelectric matrix of the National Interconnected System (SIN) is respon-
sibility of the National Electric System Operator (ONS)®8.

Consideration must be given to the multiple uses of water by other users of the river ba-
sins, in the operation and management of the reservoirs used by Cemig for energy genera-
tion, which implies several environmental and safety restrictions.

In periods of severe drought, such as occurred from 2013 to 20182, monitoring and fore-
casting of reservoir levels, as well as constant engagement with the Government, civil
society and users, are paramount to guarantee the energy generation while securing water
for other users.

Rio de Pedras SHP

Partnership for Water Security and guaranteed water Supply for the Metropolitan Region
of Belo Horizonte (rmBH)

In previous reports (RAS 2017, RAS 2016), the successful cases of reservoir management
presented were Trés Marias and Irapé, especially regarding the guarantee of multiple uses
of water in the basin.

The 2018 Report contains information on the creation of an unprecedented partnership
in the Rio das Velhas River Basin Committee - CBH (Rio das Velhas, Sao Francisco basin),
involving the Rio de Pedras SHP - Cemig GT reservoir and other water users in the region.

8 ONS is a private legal entity, in the form of a non-profit civil association, responsible for coordinating and controlling the operation of
electricity generation and transmission facilities in the SIN, under the supervision and regulation of ANEEL.

8 Due to the water crisis installed in the country since 2013 and observed in most of the hydrographic basins located in the cen-
tral-south region of the country, the flows in the watercourses reached well below the historical average, especially in the period
between May and October.

9 Capture method that takes advantage of the flow of rivers for power generation, without the need to store water.
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The severe crisis due to prolonged droughts was not different in Velhas river, used for public
supply of about 2.4 million people, representing around 50% of the Metropolitan Region of Belo
Horizonte (RMBH). By using the run-of-river method* at Bela Fama Water Treatment Plant (ETA
Bela Fama), water scarcity in the course of the river eventually led to operational difficulties.

In this context, the Flow Management Group - Alto Rio das Velhas was set up, being led by
CBH Velhas, formed by the participating users of CBH - Cemig, COPASA, and Anglo Gold
Ashanti, and with support from the Water Management Institute of Minas Gerais (IGAM).
The group proposed and executed an integrated management and operation of the upper
Rio das Velhas reservoirs, Rio de Pedras SHP and Rio do Peixe Generating Complex reser-
voirs, located upstream of ETA Bela Fama'’s water withdrawals.

With the purpose of preserving water reservoirs, in order to be used in critical moments of
low flows for water withdrawals at ETA Bela Fama, the group proposed an alteration of the
Hydroelectric Use grant for the Rio de Pedras SHP. Both alteration of the grant and inte-
grated operation enabled the mitigation of the long dry season effects, avoiding a water
supply crisis at the RMBH.

Cemig provides daily data of several of its reservoirs levels on its website. Data for water
availability in Cemig's reservoirs in the last six years is shown in the following chart.

Water availability
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Cemig has indicators for water resources management, which are periodically analyzed, show-
ing the tendency to meet targets and enabling any interventions that may prove necessary.
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Among the indicators, the Power Plant Planning Efficiency Index (IEPE) stands out. The
IEPE measures the efficiency of the energy operation of Cemig’s hydroelectric power
plants by comparing verified power generation to optimum generation, taking into account
the observed water flows, the maintenance of generating facilities and compliance with
operational restrictions.

The higher the result, the better the planning of water use to generate electricity. As in recent
years, due to the low inflows in the period, there were virtually no spillage at the power plants.
This eventually contributed to the IEPE result once again exceeding the target of 93% for 2018.
The 2018 IEPE result was 93.23%.

In order to fully comply with the guarantee of the multiple uses of water resources, the conces-
sions related to energy generation are tied to the technical studies of the project, taking into
account the regularized flow, characteristics of the reservoir and of the dam.

Cemig manages 152 processes for water resources use, that are related to all of the Com-
pany activities, 28 of which are registration processes of insignificant use and 124 grant-
ing processes®'.

Currently, the following risks related to water resources management are monitored: sed-
imentation and collapse of reservoirs, deviations in meteorological forecast, loss of phys-
ical guarantee of SHPs as a consequence of decreased water availability, regulatory and
price changes, and potential conflicts with stakeholders, which may result from both pro-
longed droughts and the occurrence of flood events due to excessive rainfall®2.

DAM Safety

In order to address one of its main water risks and ensure the safety of the dams oper-
ated and maintained by Cemig, the company uses a methodology based on national and
international best practices, also in accordance with Federal Law No. 12.334/2010, which
establishes the National Dams Safety Policy, and its associated regulation (Normative
Resolution No. 696/2015 of ANEEL)®.

Detailed information on the management approaches to this risk and all actions carried
out by Cemig within the dam safety strategy are described in Corporate Governance - Risk
Management.

9 More details on the water risks facedby the company are available in other Cemig publications, namely: Form 20-F,CDP Climate
Change Report (2018) and CDP Water Security Report (2018).

9By virtue of Law No. 12.364/2010 and Resolution No. 696 of theNational Electric Energy Agency - Aneel, any entrepreneur, understood

as a private or governmental agent, with real right over the lands where the dam and reservoir is located or that exploits the dam for its
own benefit or the community, should prepare an Emergency Action Plan (EAP).
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Cemig performs actions that enable the management and prevention of possible impacts
related to water availability on its business and invests in practices that position itin a
situation of greater security due to the various possible scenarios, through the use of mod-
ern techniques and equipment, such as the Storm Location System, Telemetry and Hydro-
meteorological Monitoring System, mathematical models of hydrological simulation, and
weather and climate prediction.

Currently, Cemig operates a hydrometeorological network that generates 381 data series,
147 of rainfall, 104 of waterways flows, 56 of reservoirs and rivers, 36 weather stations
which monitor temperature, humidity, speed and direction of wind, solar radiation and at-
mospheric pressure, and 38 of water quality of the reservoirs.

These stations are distributed in strategic locations in the States of Minas Gerais, Goias,
Rio de Janeiro, Espirito Santo and Santa Catarina, and their data is received in real time at
the Company’s headquarters in Belo Horizonte.

The Meteorological Radar, acquired by Cemig in 2011, is the main instrument to increase
assertiveness in hydrological forecasts, allowing greater security for the operation of hy-
droelectric ventures and for society.

The Radar is also strategic for the control and operation of hydroelectric power plants res-
ervoirs. With anticipated information about shifting direction and rain intensity, one can es-
timate the volume of water that will reach the reservoir and adjust its hydraulic operation
to minimize the effects of floods for the local population and the enterprise. In addition,
the Company can issue warnings to the Civil Defenses on storms that can have serious
consequences for the population, allowing for preventive action.

The Brazilian electricity sector faces several environmental issues during planning, im-
plementation and operation of its projects. Implementation of dams has considerable
impacts on rivers and these changes can influence directly the balance of the ecosystem,
which might generate physical and chemical changes. It may also cause biotic compo-
nents of the change system.

In accordance with the guidelines of Cemig’s Biodiversity Policy, which are designed to create
more efficient strategies for biodiversity conservation and meet state and federal resolutions,
Cemig performs Water Quality Monitoring. This monitoring is an essential tool in the identifi-
cation and collection of information for assessment and control of environmental impacts on
aquatic ecosystems in all phases of their projects - from project design to operation.
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Water quality of Cemig reservoirs is monitored regularly in a network that includes 47 res-
ervoirs and more than 200 physical, chemical and biological data collection stations in the
main hydrographic basins of Minas Gerais.

It is important to emphasize that the scope of objectives is gradual. The continuity and
standardization of monitoring can contribute to the articulation of management agencies
and users.

Sisagua and Database

The collections for water quality monitoring generate a volume of information that is analyzed
and stored, structuring an extensive database, named Sisagua. Sisagua allows the analysis
of temporal and spatial evolution of reservoirs and their surroundings, and its improvement
provides a differentiated management structure. The systems corroborates a more efficient
management of water reservoirs due to rapid, accurate and useful information generation.

Because of the demand for environmental information from society and, above all, from
environmental agencies, Cemig disclosures data from Sisagua on the Internet. The objecti-
ve is to share the information acquired about aquatic ecosystems where the company has
ventures.

It is important to highlight that a geographic filter was incorporated into the system, obtai-

ning an area of geographic interaction, with the intention of improving user interface and
facilitating queries.
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Water Quality Index
(IQA, indice de Qualidade da Agua) 2018 for reservoirs

In order to evaluate the condition of degradation of water resources, water quality indexes
are applied, which aim to simplify, quantify, analyze, synthesize and communicate data
generated in monitoring.

Cemig applies and publishes the Water Quality Index - IQA (CETESB, 2019°) in order to
translate and facilitate communication with lay public. The additional objective is to feed
the environmental management of 47 monitored plants. IQA data is available in the Sisa-
gua System.

The table below displays the average IQA results for 2018 for some of Cemig’s power
plants located in several river basins. Note that most power plants have a good quality
level, with only one having an average water quality.

Water Body Quality Leve

Cajuru Pard LA Excellent 90 < 10A = 100
Emboroagio Paranalba BY Good T0 « |04 = 50
Mava Ponte Araguari 1] Medium 50 < 104 = TD
Sdo Bernardo Ribeirdo 580 Bernardo B0 Faor 25 < IQA < 5D

Cemig performs actions that enable the management and prevention of possible impacts
related to water availability on its business and invests in practices that position itin a
situation of greater security due to the various possible scenarios, through the use of mod-
ern techniques and equipment, such as the Storm Location System, Telemetry and Hydro-
meteorological Monitoring System, mathematical models of hydrological simulation, and
weather and climate prediction.

Currently, Cemig operates a hydrometeorological network that generates 381 data series,
147 of rainfall, 104 of waterways flows, 56 of reservoirs and rivers, 36 weather stations
which monitor temperature, humidity, speed and direction of wind, solar radiation and at-
mospheric pressure, and 38 of water quality of the reservoirs.

9 Based on a study carried out in 1970 by the National Sanitation Foundation of the United States, CETESB adapted and developed the
IQA - Water Quality Index, which incorporates nine variables relevant for the evaluation of water quality. The creation of the IQA was
based on an opinion survey with specialists in water quality, which indicated variables to be evaluated, the relative weight and the con-
dition with which each parameter is presented, according to a rating scale. Out of the 35 water quality indicators initially proposed, only
nine were selected (pH, BOD, thermotolerant coliforms, total nitrogen, total phosphorus, temperature, turbidity, total residue, dissolved
oxygen). Variation curves were synthesized in a set of mean curves for each parameter, as well as their corresponding relative weight.
The IQA is calculated by the weighted output of the water qualities corresponding to the variables that make up the index.
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Due to the nature of its business, Cemig

is a major user of water and therefore has
an active participation in decision-making
agencies and forums dedicated to tackling
water-related issues. The Company partic-
ipates in all national and state councils of
water resources, river basin committees,
technical chambers and working groups in
its field, monitoring and proposing de-
cisions that are more appropriate to the
electric sector, taking the multiple uses of
the river basins into account.

With a focus on Minas Gerais, Cemig is a
member of 20 river basin committees and
five federal committees. The company

is also a member of the Brazilian Asso-
ciation of Electricity Generating Compa-
nies (Abrage), acting as coordinator of
the Working Group on Water Resources
(GTRH) in 2018.

For further details on Cemig'’s institutional
holdings, click here.

In 2018, the total water consumption at Cemig amounted to 266,548.87 m3. This sum rep-
resents 73.2% of the 2017 consumption, which totaled 363,756 m3. Regarding the compar-
ison between total water consumption in 2018 and 2011 (baseline year in which 2,393,934
m?3 were consumed), there was a reduction of 88.9%, confirming target achievement, which
was to reduce total water consumption by 4% by 2018. The breakdown of total water con-
sumption by source of withdrawal is presented below.



Total water Consumption (m?3)

175,756

« Surface Water - Artesianwell  Public supply

Administrative water consumption data for the last five years is shown in the chart below.

Water administrative consumption (m?)

501,224
459 925
346,056 335,789
I I :
2014 2015 2016 2017 2018
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In 2018, industrial water consumption totaled 25,501 m?, presenting a decrease of 8.8%
when compared to that of 2017. This result is due to reduced operation of Igarapé Thermal
Power Plant, as the use of cooling water in the thermal power plant represents the totality
of industrial water consumption by Cemig. The water used for the purpose of hydroelectric
power generation is fully returned to the watercourses, not being classified as consumptive
use. Industrial water consumption data for the last five years is shown in the chart below.

Industrial water consumption (m?)

923,292

238,123

39,122 27,967 25,501

2014 2015 2016 2017 2018

As the water used by Cemig for energy generation is integrally returned to the watercours-
es, this activity does not significantly affect any water sources.

Cemig does not make use of recycled or reused water nor does it adopt procedures for
reusing or recycling water.



Igor Messias (Environment)

15. BIODIVERSITY

Because of its predominantly renewable generating matrix, Cemig devotes special atten-
tion to the conservation of biodiversity of the environments where it was inserted, since
water and biodiversity are closely related. There is a legal commitment to recover, protect
and conserve forests, rivers and fauna surrounding its operating areas.

Cemig’s Biodiversity Policy®® formalizes its commitment to the conservation of fauna and
flora. Cemig’s area of activity has two terrestrial hotspots®, Cerrado and Atlantic Forest,
being the Company responsible for the management of more than 3,500 km? of freshwater
reservoirs.

For each project and operating area, specialized studies are developed that characterize,
evaluate and establish environmental programs to control, mitigate and compensate nega-
tive impacts and optimize positive ones, according to their nature. The studies are in com-
pliance with general legal framework on environmental impacts. There is synergy between
research, innovation and practice of solutions that, aligned with their competence, gener-
ate value to society and the biomes where it operates.

Cemig manages a large number of hydroelectric power plants. Because of that, the im-
pacts on ichthyofauna have great breadth and environmental relevance and are therefore a
matter of significant attention and control in the Company.

9% Cemig's Biodiversity Policy is publicly available on its website. To access it, just click here.

% Highly threatened areas of high biological relevance to the entire planet.
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In addition to the hydroelectric power plants Cemig operates a thermoelectric plant, which
generates different impacts, such as emission of atmospheric pollutants like NOx, SOx and
particulate matter and greenhouse gases. Emissions caused by fuel combustion in the
boilers, characterize the main impacts of this venture on biodiversity.

Likewise, since it is the largest electricity distributor in Brazil in the extension of transmis-
sion lines and networks, Cemig understands that the interference of the electric networks
in the environment is critical and prioritizes actions to minimize the risks of disconnec-
tions and interruptions of energy, making a sustainable management of vegetation terres-
trial habitats.

The construction and operation of a hydroelectric power plant causes impacts on aquatic
fauna, related to reservoir formation (river damming), such as impediment of the free tran-
sit of migratory fish between their spawning, early development and feeding sites, among
other effects on other elements of aquatic fauna and flora. Due to river damming, fish can
concentrate on the foothills of the dams and access the suction pipe of the generating
units. The operation of power plants exposes them to risk of injury and death.

The construction of the reservoir changes hydrological dynamics of the river, transforming
an environment of bustling waters (lotic state) in an environment of calm waters (lentic
state). This change favors the establishment of some species while it hinders the exis-
tence of others. The fauna to be settled is primarily dependent on preexisting species in
the flooded region. The adaptations and particularities of each species will determine the
level of success in adapting to modified habitats.

The areas affected by these occurrences are usually either downstream from the generat-
ing units or downstream from the spillway. In general, the impact is of short duration, but
as it causes mortality, it could be irreversible.

As a way of managing this impact, Cemig has as practice the implementation of a transpo-
sition system for fish through studies to monitor the transposition of the dam.

Peixe Vivo Program was created in 2007 in order to minimize the impact on the icthyofau-
na, seeking solutions and management technologies that integrate Cemig’s electricity gen-
eration with the conservation of native fish species and promote community involvement.

The positive impacts of the program are reflected in significant reduction of fish death
and, consequently, of environmental fines. It is also reflected in improved management
and conservation programs, which are based on solid scientific bases, and finally, in partic-
ipation in the sustainability indexes of the company.



The actions of Peixe Vivo are based on three pillars:

Conservation and Management Programs, which aim to adopt the best practices for
conservation of fish;

Research and Development, which broaden scientific knowledge on the icthyofauna
and provide subsidies for more efficient conservation strategies; and

Relationship with the community, which disseminates actions and results of the pro-
gram to society, seeking their involvement in the construction of a strategic planning.

In search of the continuous improvement of Cemig’s environmental activities, Peixe Vivo
Program carries out several research projects. Some of the projects are developed togeth-
er with R&D Program of ANEEL. The remaining projects are carried out with the Compa-
ny’'s own resources. During 2018, five research projects were executed, with own and R&D
resources®. 12 works related to projects or actions of Peixe Vivo Program were published,
presenting results of ongoing projects and projects that have already been concluded.

97 R&D resources include those from ANEEL programs.



In 2018, research projects coordinated by Peixe Vivo team involved a total of 32 people
from teaching and research institutions. Data on investment, number of surveys involved,
among others, are detailed in the table below.

Pelte 5

e I h
Investment in research projects and
@ =< management of the ichthyofauna (BRL)
CONSERVATION PROGRAMS :
OF FISH AND Affected biomass (kq)

MANRGEMENT OF BASINS

Scientific initiation (students)

Master's (students)
Doctorate (students)
\
Researchers (postdoctoral,
technical support and researchers)
RESEARCH
Scientiflic production
A i \ )

o
Fish Stocking

RELATIONSHIP WITH
THE COMMUNITY

The human resources training is an important pillar of Peixe Vivo Program since these
students will eventually develop scientific projects in the area, working in environmental
agencies, NGOs and companies. With well-trained professionals, preservation of fish spe-
cies will certainly be more effective over time.

This data display of scientific production considers all the results of the projects, present-
ed in scientific congresses, papers published in national and international scientific jour-
nals, as well as monographs, dissertations and theses. In recent years, this production has
increased as scientific projects progress in their development.

These works are bringing important new information to the scientific community on topics
such as behavior, physiology, reproduction and ecology of native fish species. The partner-
ships developed with several national and foreign research institutions and universities are ex-
tremely important, since they make it possible to develop projects that are currently underway.



Peixe Vivo Program team evaluates the potential risks to the hydroelectric power plant
operation through periodic monitoring and pre-maneuver monitoring to assess fish density
and environmental conditions downstream of hydroelectric power plants.

A survey carried out by Cemig indicates that 83 species of fish were removed alive during
the maintenance of generating units. The orders with the greatest number of species were
Characiformes, Siluriformes and Perciformes. Within these three orders, the Anostomidae,
Characidae, Cichlidae and Pimelodidae families accounted together for over 60% of the
rescued species. Characidae had higher frequency of species rescued alive, while Pimelo-
didae, dead. Pimelodus maculatus was the species that occurred in the largest number

of maneuvers, being considered one of the species most impacted by the operation and
maintenance of Brazilian power plants.

Regarding perished species during the operation of Cemig Group's power plants from 2016
to 2018, the most impacted species is Pimelodus maculatus (mandi). In smaller quantity,
the following species are mentioned: Loricariidae (cascudo), Serrasalmus brandtii (pira-
nha), Trachelyopterus striatulus (maria-mole); Leporinus spp. (piau); Prochilodus spp.
(curimba), as well as some piabas and mandizinhos / catfish.

This information, in addition to forma database, subsidizes corrective and operational
actions related to environmental safety of the procedures performed. Aspects of the biolo-
gy of fish species most affected by the procedures of maintenance of generating units are
also evaluated, to better understand the relation between biological factors and the pres-
ence of these species downstream of the power plants.

In order to measure and monitor the impact caused on the fish fauna, Peixe Vivo Program
created an Affected Biomass indicator, which sums up all biomass of dead fish (in kilo-
grams) due to direct impacts caused by hydroelectric power plants during operation and
maintenance of generating units. The annual limits for this indicator are established as a
result of the historical analysis, seeking a continuous reduction.

The development and use of the methodology for assessing the risk of ichthyofauna en-
sured a 72% reduction in the monthly average of Affected Biomass, considering the current
scenario of the power plant in operation, and also ensured a 97.7% reduction in the value
of environmental fines charged due to the occurrence of fish deaths.

In 2018, the established limit of the Affected Biomass indicator was 859 kg, and the occur-
rences in the year totaled 515 kg, which was below the limit. In 2017, the Affected Biomass
was 996.78 kg, 44% below the established limit. In 2016, the number calculated for this
indicator was 1,771.25 kg, and the limit established for that year was 1,577 kg.

In addition to monitoring the impact on biodiversity, in 2018 a study was carried out to
measure and evaluate the socio-environmental and economic impacts generated by the

fish mortality in the rivers where Cemig operates.

It was concluded that a negative externality for the society is the reduction of fish volume,
with consequent reduction in local income, as well a reduction of fishermen income. It is
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also worth noting that there is a greater socioeconomic impact related to the amount of
resources that do not enter the local economy in communities whose aquaculture activity
is more relevant and are more socially vulnerable.

The amount withdrawn from the economy was calculated for the last three years of activ-
ity of the Peixe Vivo Program. The reflections of the reduction in the amount of Affected
Biomass in the value withdrawn from the local economy were evident, as shown below:

Inme T Ine
Affected biomass (kg) 1,771.28 996,78 515.00

Value withdrawn from the economy (BAL) 13,558.49 T.B46.07 3,950.08

In addition to efforts to reduce the amount of Biomass Affected, Cemig works to replenish
the populations of the affected species through environmental breeding stations for native
fish. Juvenile fishes (the name given to fish in the early stage of life) produced in these
seasons are released in the basins where Cemig has ventures, performing “fish stocking”
activities. Currently, “fish stocking” activities are carried out in two environmental stations,
ltutinga and Machado Mineiro.

In 2018, 198,956 juvenile fishes were produced and released. During last year, a total of 26
“fish stocking” occurred in 16 municipalities of Minas Gerais.

Measure the number of fish
518 o8 1.928.58 2817 2.895.18 rescued in generator unil
drainage

Rescue of fish in turbines (kg of fish rescued alive during
genarator unit drainage).

Ta measure the amaunt of
juvenile fishes released in
reSErvoirs.

Repopulation of fish [Quantity of juvenile fishes released in
reservoirs pee year). 198,956 259.134 159,725 652,961 748,833

Through its different subsidiaries, Cemig has programs to preserve fauna and flora of
terrestrial habitats impacted by its generation, transmission and distribution activities.
The Company develops specific initiatives to address the impacts inherent in the nature of
these activities.

Management of vegetation

The Vegetation Management Process has its activities developed in all phases of Cemig
D’s projects and installations - design, implementation, maintenance and deactivation of
ventures. The objective is to reduce or eliminate negative impacts on plant formations, or
even to enhance the positive impacts of the Electric Power System on the forest forma-
tions and biodiversity of Cemig’s concession area.
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The approach given to the Vegetation
Management Process is that of a Preven-
tive Maintenance, carried out with the in-
tention to reduce the probability of failure
(or interruption) of the service provided.

In this process, periodic inspections are
carried out in the electrical system and the
necessary maintenance services are list-
ed, including vegetation interventions.

Preventively, scheduled interventions are
performed before the probable date of a
failure to avoid occurrences. Interventions
are carried out at predetermined intervals,
based on knowledge about tree behavior
and its response to interventions, both in
urban and rural environments.

Another preventive and mitigating aspect
of the process is the use of distribution
network engineering to reduce interrup-
tions caused by trees, especially in urban
environments. The increasing use of pro-
tected and isolated networks seeks this
reduction. At urban environments, the
Company use for these networks a mini-
mum standard of service with Protected
Medium Voltage Networks and Isolated
Low Voltage Networks. The search for
technological improvement for this pur-
pose is continuous, and should include in
the network modalities for urban environ-
ments medium voltage networks with dou-
ble layer of protection, whose tolerance to
contact with grounded objects (such as
trees) is greater, attenuating the effects of
interaction.

Regarding the remediation of impacts
caused by trees, the Company is prepared
to deal with more severe climatic events,
when the degree of risk presented by

the vegetation is high. Through weather
forecasting and monitoring systemes, it is
possible to allocate repair teams to the
electrical system in order to quickly re-
spond to failure events in order to reduce

the duration by which consumers remain
without provision of electricity.

All information demands received by com-
munication channels is analyzed and for-
warded to the most appropriate treatment.

Mobile Laboratory of Tree Analysis (La-
manar, Laboratério Mével de Analise de
Arvores)

The main objective of this Laboratory

is the development and calibration of a
methodology of evaluation of tree health,
having as support the instruments that
compose it. Lamanar can be used by city
halls and research institutions to improve
the evaluation methodology developed by
the R&D project 364 that inaugurated the
Laboratory in 2015.

The laboratory operates inside a trailer
equipped with devices that allow analysis
of trunks and branches, internal visualiza-
tion of tree trunks by mechanical waves,
analysis of mechanical stress supported
by trees affected by winds and visualiza-
tion of its roots through electromagnetic
radar. Also has devices for measuring
distances, heights and log diameters.
Through Lamanar, it is possible to better
analyze the health of trees and monitor
them over time, reducing the risks of
occurrences in Cemig'’s electrical system
caused by tree falls, as well as contribut-
ing to the improvement of professionals
in research, teaching and management of
urban trees.

Conservation Units

Cemig, aiming to ensure conservation of
biodiversity, maintains some areas of for-
est remnants of high conservation status
and relevance to the biomes where they
are inserted. In none of the areas main-



tained by Cemig was there, in 2018, any partnership with other groups or organizations in
the protection or restoration of the areas.

Of these areas, there is a Private Natural Heritage Reserve (RPPN®8), RPPN Galheiro, which
has 2,695 hectares and is located in Perdizes (MG), near Nova Ponte HPP venture. The RPPN
Galheiro has dense and well conserved native vegetation, composed of a mosaic of physiog-
nomies, among them, semideciduous seasonal forest, gallery forest and Cerrado (savannah),
besides small plots of anthropic areas, with remnants of exotic grassland. The latter, cur-
rently in the process of natural regeneration, account for only 1.04% of total reserve area. All
actions carried out at RPPN Galheiro followed the Management Plan of the unit.

There was also a forest compensation process in Rio de Pedras SHP, covering an area of
4.0456 hectares, defined in accordance with IEF Ordinance No. 30, dated February 3rd,
2015. Compensation areas have a Phyto-physiognomy defined as Semidecidual Seasonal
Forest and their vegetation is well conserved, with fragments in the middle stage of sec-
ondary succession, presenting two well-defined strata: canopy and understory. The aver-
age height of the canopy is approximately 11 meters and is represented by tree species of
moderate amplitude.

At Irapé HPP, located in Capelinha (MG) - about 10 km from the power plant, a Recovery
Plan for Degraded Areas (PRAD) was followed, maintaining 175 hectares out of 1,455 total
hectares and planting 55,000 seedlings. The restoration of the area complies with the
Technical Specification - ET-MG / CT-2017/008 and 100% of what was predicted was per-
formed.

As of March 2019, there will be only maintenance activity of the areas (channel cleaning,
fire maintenance, fence maintenance, ant and termite control, cover fertilization, replanting
and irrigation).

Environmental guidelines and controls
Measures to reduce the impacts of transmission and distribution networks

Cemig has developed an internal procedure of Environmental Guidelines and Controls that
determines care and methods to be adopted when Transmission Lines and Networks are
being build. The Company changes the layout of existing networks to avoid interference in
areas of high tree density, or even reform electrical circuits in those areas, adopting higher
technological standards.

In network projects or distribution lines in rural areas, Route Engineering privileges those
routes that interfere as little as possible in forest fragments, but also adopts higher struc-
tures to minimize vegetation removal in the deployment of distribution lines.

% According to Federal Law No. 9985/2000, which establishes the National System of Conservation Units - SNUC.
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In projects of transmission lines, networks and substations that compromise tourist,
cultural or speleological heritage, there must be measures to eliminate impacts, such as
alternative route, underground networks, isolated, higher structures, among others. If these
measures cannot be taken over, other measures should be used to minimize impacts. For
wildlife impacts, specific care is taken to remove bird nests in distribution networks and

at substations, and other preventive actions are carried out to avoid the proximity of birds
and small animals to the equipment.

Ciliar Reforestation Program

Due to formation of large reservoirs of hydroelectric power plants, a large perimeter, usually de-
void of forest formations, is created along its banks. When these formations exist, they consist
of species adapted to a drier environment, therefore being poorly adapted to high soil moisture
due to the elevation of the water table level and fluctuations of the reservoir level.

This new environment conformation creates the need for deployment, recovery and con-
servation of riparian forests surrounding the reservoirs to maintain ecological processes.

For almost 30 years, Cemig has been developing, in partnership with universities, several
researches that support programs for the development of riparian forests around its reser-
voirs. Through the R&D Programs, the Company has sought to study and propose innova-
tions in face of technological challenges of the electric sector. The partnership with rural
producers around their reservoirs has been fundamental to the success of these actions.

In 2018, 31.96 hectares were reforested on the banks of Cemig reservoirs, with 19.24 hect-
ares in the riparian forest of the Sao Simao HPP and 12.72 hectares in the riparian forest
of Emborcacao HPP. In addition to planting, Cemig carried out maintenance activities on
314.91 hectares of the riparian forests of the reservoirs of Rosal HPP and Sao Simao HPP
- 221.59 hectares and 93.32 hectares, respectively.

Cemig has worked to recover the riparian forest near Emborcagao HPP, in accordance with
the PRAD. In August 2018, Cemig started the Cemig - Aneel Research and Technological
Development Project - R&D 602 entitled “Strategies to accelerate ecological succession in
degraded areas around Emborcagao HPP. Ecological services implemented by animals in
favor of environmental restoration “

This project develops studies in the degraded areas of Emborcacao HPP and aims to pro-
pose and test new techniques for the recovery of these areas, through the adoption of new
technologies and installation of islands of ecological succession using fauna as a source
of colonizing species.

The area is mostly characterized by low vegetation composed of exotic species of grass
due to chemical and structural characteristics of the local soil, extremely depleted due to
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intensive use at the time of dam’s construction. In all, 92 containment basins have already
been implanted for greater retention of rainwater and, consequently, feeding of the water
table. Work is also continuously carried out to recover concrete channels installed in the
area, in order to prevent new erosion gullies resulting from damage to these structures.
About 10% of the area is reforested with dense arboreal vegetation.

The Company deactivated forest nurseries and forest seed laboratory. The acquisition of
seedlings currently occurs to meet specific internal demands of projects in conjunction
with municipal governments and other institutions.

Ecological integrity of surface waters undefined

Cemig is advancing the identification of opportunities and improvements by always devel-
oping environmental studies in partnerships with educational institutions and specialized
companies that contribute to implement innovations.

In 2018, a study of the ecological integrity of surface waters was one of the main biodiver-
sity initiatives carried out by Cemig, a component study of Cemig’s 2018 Biodiversity Re-
port. The study aims to implement the decision to establish a new methodology for water
quality monitoring, seeking an integrative view of the lotic and dammed environments in
the context of the river basin. In addition, this work presents the results of some impacts
studied in Cemig, such as the presence of invasive species. The work is based on three pil-
lars: (i) the ecohidromorphological conditions of the habitat; (ii) the physical and chemical
conditions of the water; and (iii) characterization of the aquatic community structure.

The hydrographic basins of Para river, Santa Barbara river and Velhas river, basins of Ca-
juru, Peti and Rio das Pedras SHPs, respectively, were the subject of the mentioned 2018
study. In summary, the following are the characteristics that best define the three areas:
(i) the contribution basin of Peti SHP is the best preserved, but it suffers occasional pres-
sures from mining activity and urban areas of the municipalities of Santa Barbara and
Barao de Cocais; (ii) the contribution basin of Rio de Pedras SHP is in an intermediate
condition being less preserved than Peti but in a conservation state superior to Cajuru; (iii)
the basin of Cajuru SHP, compared to others, is the more anthropized, with pasture being
the predominant use (80%).

Also as a result of the study mentioned above, the number of species found in these re-
gions and the list of those in the “Red List of the International Union for Conservation of
Nature and Natural Resources” are presented below.



Number of species Species and their respective categories in the Red List

238 in the contribution basin Aechmea bromeliifolia {Least Corcern - LE)
29 in the reservoir of Cajury Aeschynomene denticulata (LE]
Alternanthéra tenella (LE)
Cuphea melvilla (LG}
Dendropeanas cuneatus (LE)
Eugenia Marida (LC)
Hymenachne pernambucensis [LE)
Pard River Cajuru
Mandevilla hirsuta [LC)
Maytenus aguifelia (LC)
Fiaffia glabrata (LC)
Flantage Australis [LE)
Tibouchina candoileana [LE)
Kylapia Aromatica (LC)
Xylapia brasiliensis (Mear Threstened = NT)
195 in the contribution bagin Alternanthera tenella (LT)
26 in the Peti reaervoir Aspidesperma macrocarpon (LE)
Dendropanax cuneatus (LE)
Bowdichia virgilioides (NT}
Eriope crassipes (LC)
Erviope macrostachya (LC)

Hymenachne pernambucensia (LC)

Santa Barbara

River )

Lepidaploa chamissonis (NT)
Oxalis cytisoides (LC)
Panicum candensatum (LEC)
Plalfia glabrars (LG}
Fiptaden/s genoscantha (LC)
Siphoneugens deasiflora (LC)

Tibowchina candoNeama (LE)
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212 in the confribution basin Aechmea bromeliifolia (LC)

22 in the Ric das Pedras reseivair Alternanthera tenella [LE)
Dendropanar cuneatus (LC)
Dicliprers squarrosa (LC)
Eriope macrostachya (LE)

Eugenia farida (LC)
Rio das

Rio das Velhas Fedras

Lavoisiera imbricata [LC)

Lepideploa chamissonis (NT)
Maytenus rupestris (Yulnerable - VL)
Faffia glabrata (LC}

Piptadenias genoacantha (LE)

Tibauchina eandoileana [LE)

Further details of the study are in the 2018 Biodiversity Report, Cemig’s biannual publica-
tion, available here.
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Marcelo de Deus Melo (Strategic Planning)

16. GLIMATE GHANGE

103-1:305

The global relevance of discussions on the effects of climate change strengthens Cemig'’s
approach to identifying business risks and opportunities, and intensifies the search for
mitigation and adaptation solutions, avoiding risks and impacts to the Company'’s busi-
nesses.

Even though the Company has low GHG emissions, there is high-level leadership involve-
ment in climate-related discussions, focusing on a more effective performance, as evi-
denced by the establishment of voluntary targets for (i) emissions reduction; (ii) electricity
consumption; and (iii) energy losses.

Cemig identifies climate-related risks and opportunities that could potentially have a sub-
stantive impact on its business and seeks solutions to mitigate and adapt to the potential
effects of climate change on its operations.

Corporate risk management is an integral process of Cemig's Corporate Governance prac-
tices, as presented in this Report. From 2019, risks became additionally classified by
nature, one of which is Socio-environmental (associated with lack or inadequate environ-
mental and social management, leading to impacts on the environment and society). This
process also considers the potential effects of climate change on the business, which may
hinder new ventures or expansion of productive capacity.
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16. 1 GLIMATE-RELATED RISKS AND OPPORTUNITIES

In order to analyze the financial implications of climate-related risks and opportunities,
Cemig defines timeframes to identify and assess strategic risks/opportunities - including
those related to climate change. The table below shows the time horizons considered by
Cemig to categorize its risks as short, medium or long-term.
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It conaiders the risks that would already be accurring and/or those masi likely to occur within 2 years.
Short-term riske: 0 to 2 years

+ Example: Risks of Increase In average temperature.
* It congiders the risks that can occur in up to 10 years.
» Examples:
Medinm-term risks: 2 1o 10 years i) Rizk of changes in precipitation patterns and extreme variability in climatic patterns
il) Rigk of increased severity of extreme weather events, such as floods
iii) Carbon taxes

It considers risks pointed out by studies that can happen from 10 years in the future and onwards, based on the scenarios

Long-term risks: 10 1o 30 years of changes in the climate.

Cemig considers a financial impact arising from climate-related risks to be substantial if
there is a loss in the Company’s net operating revenue of more than 1%. This metric is val-
id throughout the Company.

The following are the climate-related risk types identified by Cemig.

Regulatory Risks
CHANGES IN REGULATION

In 2009, the National Climate Change Policy set a voluntary target to reduce Brazilian GHG
emissions between 36.1% and 38.9% of the projected domestic GHG emissions for 2020.

Moreover, the Brazilian government ratified its participation in the Paris Agreement in 2016
by submitting its Nationally Determined Contribution (NDC), which outlined a commitment
to reduce greenhouse gas emissions by 37% below 2005 levels by 2025, with a subsequent
indicative contribution of reducing GHG emissions by 43% below 2005 levels by 2030.

The Company considers the increase in operating costs to be the main potential impact of
this risk type and seeks to implement mitigation measures, attempting to find opportuni-
ties to expand its energy generation through low carbon renewable sources. Another way
to mitigate this risk is through participation in sectorial associations such as the Brazilian
Business Council for Sustainable Development (CEBDS), which promotes discussions on
the risks associated with emerging regulations in Brazil.

CARBON TAXES

Cemig has a low-carbon energy matrix, however, it operates a fossil fuel-fired thermal plant,
which could have its operations impacted in the event of the establishment of a carbon tax in
Brazil. As a measure to mitigate this risk, the Company promotes initiatives to reduce Scope 1
emissions, since it evaluates that the tax would affect these emissions. The expenses result-
ing from a carbon tax could amount to BRL 20.2 million per year (worst case scenario).
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CAP-AND-TRADE SCHEMES

The establishment of a cap-and-trade scheme in Brazil may require greater corporate
planning by Cemig, regarding compliance with specific market regulations, especially in
relation to emissions monitoring and verification. To mitigate this risk, Cemig seeks to
identify projects that generate carbon credits and long-term contracts with verification and
certification companies, thus reducing the likelihood of materialization of this risk for the
Company.

Observing the economic risks linked to the Company’s GHG emissions, a study was carried
out in 2018 with the purpose of measuring and evaluating the impacts generated by the
Company’s GHG emitting activities. Based on the Environmental Priority Strategies (EPS)
guidelines, developed by the Swedish Institute of Environmental Research IVL, the social
cost of Cemig’'s GHG emissions were derived in the last two years, as follows:

2017: BRL6,583,868.22
2018: BRL4,793,910.30

Physical risks

These phenomena are increasingly associated with the effects of unfavorable microcli-
mate conditions, typical of large urban centers. Management methods aim to reduce the
maghnitude of this risk in the medium term by means of preventive adaptation measures
such as urban forestation management via pruning, the operation of weather stations and
the meteorological radar, which accurately predicts the occurrence and intensity of storms,
and an emergency plan that allocates maintenance teams for the rapid restoration of ener-
gy supply.

The occurrence of intense rainfall in a short period of time, accompanied by wind and light-
ning, can cause physical damages to power transmission and distribution facilities, lead-
ing to service interruptions and increase in Cemig’s costs, due to consumer reimbursement
(DEC and FEC indicators).

CHANGE IN PRECIPITATION PATTERNS

Climate change may alter seasonal precipitation patterns, with extreme rainfall events and
more pronounced drought, as well as changes in their geographical distribution. In addi-
tion, there may be alterations in the average amount of rainfall, changing the amount of
water that reaches the hydroelectric power plants reservoirs. Since Cemig’s power genera-
tion is mainly hydraulic, these changes may reduce generation capacity.

Hydrological risks are managed considering the randomness of climatic phenomena without
taking the effects of climate change into account. In order to do so, Cemig has a specific or-
ganizational structure that is fully dedicated to the subject and supports the decisions of the
Company’s risk management committees, whose purpose is to efficiently handle corporate
risks involving operational, commercial, financial and regulatory aspects of the Company,
particularly in the sectoral scenario of tariff adjustment and hydrological restrictions.
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CHANGES IN AVERAGE TEMPERATURE

Climate change may cause an increase in average temperatures and changes in rainfall
and drought regimes and, indirectly, lead to some risks to the power transmission system,
as prolonged drought conditions increase the risk of fire.

Fires, within or next to easement ranges, may lead to unavailability of transmission lines.
To mitigate this risk, Cemig regularly inspects and cleans its transmission lines to maxi-
mize its safety and availability of the transmission functions (always limited to minimal
removal of vegetation, avoiding pruning in places where there is no interference with the
transmission lines).

Other Risks
CHANGE IN CONSUMER BEHAVIOR

Higher temperatures can cause an increase in electricity consumption and overload the
electricity distribution system in the most critical regions of the State of Minas Gerais, and
could lead to lower availability of energy supply to consumers in these regions. This risk

is managed by carrying out electrical system diagnosis to identify the need for expansion
works, monitoring operational conditions, and prioritizing works.

103-2:305

Cemig’s strategy for mitigating, adapting and disseminating the topic to society and its in-
vestors is made clear in its Commitment to Climate Change (10 Climate Initiatives), stated
on 12/01/2011 by the Board.

Following the strategic principles outlined in Cemig’'s Environmental Policy, presented in

the chapter on Environmental Responsibility, the document lists the efforts and lines of
action adopted by the Company:

generation of energy from renewable sources;

creation of the first Brazilian ESCO (Energy Service Company) certified by 1SO 9001
and linked to an energy concessionaire;

implementation of energy saving and energy efficiency projects;
operating in the natural gas sector;

investment in new energy sources;
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integration of carbon risk into the technical-economic viability of new projects and in
the merger & acquisition of assets;

assessing climate-related risks and opportunities;
improved process efficiency;
reduction of emissions from transport;

technology and innovation program.

The aim of the lines of action established in the Company’s Commitment to Climate
Change is to prepare Cemig for a low carbon economy by promoting an alignment of its
business based on the assessment of climate risks and opportunities. The most important
climate initiatives adopted in 2018 were within the scope of the Energy Efficiency Program,
and the creation of the subsidiary Cemig GD.

The projects within the Intelligent Energy Program result in reductions in electricity con-
sumption by end consumers due to the replacement of obsolete high consumption elec-
trical equipment and to environmental education initiatives. In this way, the Program is a
relevant tool for reducing GHG emissions in Cemig’s value chain. In 2018, these projects
avoided the emission of 95,571 tCO2e.

Cemig GD

Cemig GD aims to implement, in the short term and through partnerships with the private
sector, distributed generation power plants in Minas Gerais to serve consumers in the
industrial and commercial segments that do not yet have the option of acquiring energy in
the free energy market.

Cemig GD projects combine the development of clean and renewable energy generation
with economic benefits for consumers who will have access to electricity at competitive
prices compared to the tariffs they pay today. Energy generation from alternative sources
such as wind power, small hydroelectric generating plants, solar, cogeneration, among oth-
ers, is a worldwide trend and showcase society’s commitment with GHG emissions reduc-
tion.

CDM Projects

Concerning the Clean Development Mechanism (CDM) projects, Cemig has projects in
different stages to obtain Certified Emissions Reduction (CERs) for hydroelectric power
plants (HPPs and SHPs) and solar power plants, as shown in the table below.
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JB98 SPE Guanhies, 4 SHPs, 44 MW Registered 62.949 Janf13 to Jan/20 (Renewable) = Link

oz Baguarl HPE 140 MW Reglstered 65,532 Apri11 to Apr/18 (Renewable) 176971 Link
4TBB Cachpairfio SHP 27 MW Registered 23,444 Fab/12 to Feb/19 (Renewable) 167,007 Link
058 Solar Settesalar, 3 MW Registered G442 Febf13 to Feb/20 (Renewable) - Link
Gag2 Pipoca SHE 20 MW Registered 17051 Decf12 to Deo/19 (Renewable) - Link
5893 Paracambi SHP, 25 MW Registered 33,993 Julf14 to Julf21 (Renewable) - Link
9282 Santa Antdnio HPP, 3,568 MW Registered 4,015,196 Jan/13 1o Dec/22 (Fized) 1,057,929 Link

For more details on the projects please access: https://cdm.unfccc.int/

In order to strengthen its action on climate issues and promote its reputation as a respon-
sible company, and following its strategic pillars, Cemig participates in external initiatives
that address the issue of climate change. The most relevant initiatives are outlined below.

CDP

Since 2007, Cemig responds to CDP, an international non-profit organization that provides
a global environmental disclosure system. In its response, Cemig makes a rigorous as-
sessment of climate-related risks and opportunities for its businesses. CDP is accounted
as a management tool for the Company, considering a scenario of growth in the quality of
information provided and initiatives consistent with carbon management.

In 2018, Cemig was listed among leading companies in climate change management and
water security in Latin America, in the Climate Change and Water Security Programs, for
the quality of information disclosed to investors and the global market. The recognition
was granted by CDP Latin America.

This was the seventh consecutive year that CDP rewards the Company. The selection
considered the level of detail of the responses based on criteria such as risk management,
commitment to risk mitigation and initiatives to reduce greenhouse gas emissions. The
better results indicate a high level of transparency in the disclosure of information related
to the topics, providing investors with consistent content on climate change management
and water security.

Cemig's response to CDP 2018 can be accessed on the CDP website.
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Simulation of an Emissions Trading scheme

In 2018, Cemig participated in the fifth operational cycle of the Emissions Trading Scheme
Simulation project, an initiative of the Center for Sustainability Studies (GVces), of the Sao
Paulo School of Business Administration of Fundagao Getulio Vargas (EAESP/FGV).

The purpose of this project is to generate knowledge from the business sector about the
operation of an emissions trading system, one of the main economic instruments of green-
house gas emission mitigation policies already implemented in several countries. With this
project, Cemig is having the opportunity to:

Participate in training, meetings, and debates relating the agenda to business strat-
egy, in addition to exchanging experience with other companies on lessons learned,
challenges and opportunities;

Operate on the emission permits trading platform - learning to reconcile emissions
management and market strategy;

Participate in exercises to define sectorial benchmarks based on carbon intensity indi-
cators; and

Receive support for the internalization of the topic in the Company’s business agenda
and for involvement of the financial area.

Thus, Cemig is preparing to comply with a possible future carbon pricing system in Brazil.

Brazilian Business Council for Sustainable Development (CEBDS)

In line with Cemig’s position on climate issues, the Company is affiliated with CEBDS, a
non-profit civil society association that promoted initiatives based on the principles of
sustainable development, having a seat in the Energy and Climate Change Chamber (CTCli-
ma) and composing the institution’s Board of Leaders.

At CTClima, Cemig participates in meetings, discussions and debates aimed at the devel-
opment and implementation of corporate climate change mitigation and adaptation solu-
tions. The Chamber also promotes a dialogue between the public and private sectors in or-
der to contribute to the preparation and improvement of public policies on climate change,
energy efficiency and renewable energy.

In the Board of Leaders, Cemig is represented by its Vice President, who shares the Com-
pany’s vision with other leaders of large Brazilian corporations, with different spheres of
government and with society. The issues dealt with in the Board are directly related to
climate change and the low carbon economy. In 2018, carbon pricing was one of the most
discussed topics in CEBDS.



Direct Engagement with Policy Makers

Cemig has also been engaging directly with policy makers through participation in legal
discussion forums. At city level, the Company participates in the Municipal Committees on
Climate Change and Eco-efficiency (CMMCE) of the cites of Belo Horizonte and Betim. In
these committees, public and private initiative meet to discuss and propose local climate
change mitigation and adaptation policies.

On an annual basis, Cemig publishes its Greenhouse Gas (GHG) inventory, which enables
the Company to identify its emission sources, quantify its total emissions and monitor the
evolution of emissions over time.

The GHG inventory serves as a management tool that allows the evaluation of the orga-
nization’s impact on the global climate system. The information presented in the annual
inventory is key to (i) effective management of the company’s emissions, being the basis
for the evaluation of climate-related risks and opportunities; (ii) setting emission reduction
targets; (iii) prioritization and monitoring of mitigation activities; and (iv) participation in
programs to communicate climate risk management and to compare the Company’s per-
formance against peers.

When preparing the inventory, the Company identifies direct and indirect GHG emission
sources and sinks associated to its operations, listing them under specific categories
organized by scopes. Below, each of the three scopes defined by the GHG Protocol is out-
lined and the emissions accounted for in the Company’s 2018 inventory are indicated.

Scope 1: Direct GHG emissions from sources that are owned or controlled by the
organization

Scope 2: Indirect GHG emissions from the generation of purchased electricity that is
consumed by the organization.

Scope 3: Optional reporting category that includes all other indirect emissions not
included in Scope 2. These emissions are a consequence of the organization’s activi-
ties, but occur from sources that do not belong or are not controlled by the Company.

OCemig’s 2018 inventory included CO2, CH4, N20 and SF6 emissions, according to the
emission sources identified and data availability. Additionally, the inventory also account-
ed for CO2 emissions from renewable sources.

At Cemig, CO,, CH,, N,O e SF, emissions are generated by the following activities:

CO,: generated by fossil fuel (such as diesel, natural gas, kerosene and liquefied petro-
leum gas) burning at mobile and stationary sources. In addition, there are CO2 emis-
sions related to waste processing and use of agricultural fertilizers;
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CH,: generated by fuel burning at mobile and stationary sources, fugitive emissions
from natural gas distribution lines, and decomposition of organic matter in solid
waste treatment processes;

N,O: generated by fossil fuel (such as diesel, natural gas, kerosene and liquefied petro-
leum gas) burning at mobile and stationary sources. In addition, there are emissions of
N20 related to the treatment of residues and the use of agricultural fertilizers; and

SF,: generated by maintenance activities of energy transmission and distribution

equipment, which use this gas as an insulator or to extinguish electric arcs. In these
maintenance activities, the gas that was lost by fugitive emissions is replaced.

In 2018, Cemig’s operations were responsible for direct emission (Scope 1) of 35,568.41
tCO,e, representing a 27.1% reduction compared to the previous year (2017 = 48,849 tCOe)
and a reduction of 94.2% compared to the base year (2014 = 617,717 tCO,e).

The Company’'s GHG emission sources (Scope 1) are presented in the infographic below.
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Scope 1: Emission Sources
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Indirect emissions related to energy acquisition (Scope 2, location-based) in 2018 totaled
518,212.79 tCO e, representing a 22.0% decrease in relation to the previous year (664,413
tCO2e in 2017) and a 39.6% decrease compared to the base year (858,014 tCO2e in 2014).

Regarding the total Scope 2 emissions, 99.4% refers to the total energy losses in the elec-
tricity transmission and distribution systems. There was an approximate reduction of 2.2%
of these emissions in 2018 in relation to 2017. Also, in 2018, there was a 20% reduction

in the average grid emission factor®® compared to the previous year (0.0927 tCO,e/MWh

in 2017 vs 0.0742 tCO2e/MWh in 2018). These two factors explain the 22% reduction in
Scope 2 GHG emissions (comparing 2018 and 2017 figures).

9 National Interconnected System's annual average factor (tCO2/MWh): 0,1355 (2014), 0,1244 (2015), 0,0817 (2016), 0,927 (2017) e
0,0742 (2018).
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The Company’s GHG emission sources (Scope 2) are presented in the infographic below.

Scope 2: Emission sources
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Cemig uses two emissions intensity figures to assess its greenhouse gas emissions. The
first relates scope 1 and 2 total emissions to the Company's total revenue (tCO,e/BRL) and
the second relates scope 1 and 2 total emissions to the generated energy (tCO,e/MWh) in
the reporting the year.

Regarding the first intensity figure, in 2018, Cemig’s emissions intensity was 0.000025
tCO,e/BRL. This figure represents a reduction of 24% compared to 2017, when the emis-
sion intensity was 0.000033 tCO,e/BRL. This reduction is linked to an increase in gross
operating revenue and Scope 1 and 2 emission reductions.

Regarding the second intensity figure, in 2018, Cemig’s emissions intensity was 0.038
tCO,e/MWh. Compared to 2017, there was a 4.2% increase in this intensity figure, which
was 0.036 tCO,e/MWh in 2017. This increase is due to a reduction in energy generation,
since Cemig did not generate energy from the Sao Simao, Jaguara, Miranda and Volta
Grande power plants, which had their concessions closed.
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Other indirect emissions, which occurred in Cemig'’s value chain (Scope 3), totaled
7,644.130 tCO2e in 2018, representing a 9.1% reduction compared to the previous

year (7,007,448 tCO2e in 2017) and a reduction of 32.5% comparted to the base year
(11,332,770 tCO2e in 2014).

The Company’'s GHG emission sources (Scope 3) are presented in the infographic below.

Scope 3: Emission Sources
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Moreover, 3,326.23 tons of CO, from biologically sequestered carbon were emitted
(1,409.27 tCO, from biologically sequestered carbon in Scope 1, and 1,916.97 tCO, from
biologically sequestered carbon in Scope 3).
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Cemig’s operations are also responsible for the emission of atmospheric pollutants such
as sulfur dioxide (S02), nitrogen oxides (NOx), and particulate matter (PM). The total emis-
sions for each of these pollutants are shown in the table below.

Year 50z MOy ME
2014 3.048.T1 251.08 386.7T
2018 635,78 32.28 85,87
2016 56,37 .33 0.29
T 157.38 43.49 342
e 112.69 2862 2.8

* Environmental measurement data for October/2017, operational data for 2018, calculated through the mass and energy balance

Sulfur dioxide (SO,) and nitrogen oxide (NO ) emissions come from the burning of fuels at
Igarapé thermal power plant and in the Company'’s vehicles. The reduction of 28% in SO,
emissions and 34% in NOx compared to 2017 is due to the normalization of Igarapé’s ope-
rations'®, which, after stabilizing its reservoirs volumes, operates in a more controlled and
efficient manner.

Particulate matter emissions are also generated from fossil fuel consumption at Igarapé
thermal power plant and vehicle sources. In 2018, Igarapé’s operations emitted only 1.92
tons of particulate matter due to the successful operation of the Electrostatic Precipitator.
Regarding vehicular sources, PM emissions totaled 0.26 tons.

Emissions of ozone-depleting substances (ODS) are not relevant to the Company.

The ISO 14064 standard and specifications of GHG Protocol were used in the development
of Cemig’s 2018 GHG inventory. Emission factors and Global Warming Potential (GWP)
values were taken from the IPCC (Intergovernmental Panel on Climate Change) assess-
ment reports. Finally, the Company’s operational control was chosen as the approach for
emission consolidation.

100 Normalization occurred in 2018, after a year of emergency maneuvers and operation outside optimal efficiency ranges to meet de-
mands not met by the hydroelectric facilities alone.
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103-3:305

The GHG inventory is subject to independent verification. Referenced data for the calcula-
tion of Scopes 1, 2 and 3 were collected through a centralized approach along with those
responsible for its management, using the following means of collection:

Existing records in the CEMIG ERP1 system;
Records in corporate operating and control systems;
Invoices;

Contracts;

Registration Worksheets.

Areas responsible for the information are certified in internationally referenced manage-
ment standards such as NBR ISO 9001:2008 and/or NBR ISO 14001:2004 and SGA Level
12, that Cemig developed for units whose license has not yet been issued by the environ-
mental agency. All these certifications are audited internally and by a third-party certifying
organization. Cemig’s 2018 GHG Inventory was prepared via CLIMAS, a calculation softwa-
re developed by WayCarbon.

For more information on Cemig’'s GHG emissions, please see the GHG Inventory for 2018
and previous years here.

239



Valquiria Gongalves (Corporate Services)

17. OTHER DATA

Net revenue (MR)

Oparational prefit (OF)

Gross payroll (GP)

2) Internal social indicators

Food

Mandatary chargesfcosts on payroll

Private pengion plan

Health

Safety and medicine in the workplace

Education

84,075

300,009

80,314

48,105

22,988

1,188

22,266,217

2,874213

1,410,491

5.96
n.a2r

5.69

1.63
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0.38

1.35

0.36

0.2z

.01

90,99

J1B9TS

B5.17E

51,59

4,87

ar

21,711,690

2,642,407

1,627,026

5.59

19.60

5.24

3.23

1.53

0.42

1.47

0.39

0.14



Training and professional development 21,538 1.83 010 21,847 1.34 0.0

Provision of or assistance for day-care centers 3,371 0.24 o.02 3,272 0.20 0.0z
Prafil sharing 3,569 0.25 0.2 B.281 0.51 004
Other expenses 14,433 1.02 0.06 1527 0.94 o.oT
Internal social indicators — Total 579,586 41.08 .60 621.36 3809 .86

Amount Amouni

indicators % of OP % of OP

Educatian 1.37 0.05 .01 1176 0.04 0.01
Cullture 10,57 0.37 0.05 16,369 0.62 0.08
Health and water infragiructure 1,838 o.ov o.m 416 0.0z .00
Spart 4.035 0.14 0.0z 333 0.13 0.02
Other donations/subsidies / ASIN project / Sport 259959 0.92 0.12 2,063 0.08 0.01
Total contributions to sociely 43812 1.88 0.20 23,337 085 0.12
Taxes (excluding ebligatory charges on payroll) 11,663,617 A13.26 52.38 5,920,165 ATE 42 45 5
Internal social indicators = Total 11,707,429 414.81 52.58 9,943,502 3T6.31 45.81

Aeclated to the company's operations 26,245 3.06 0.3% a|_an 1.45 0.18
Total investment in the environment BE, 245 306 0.3% agan 1.48 0.18
[ }mees _
[ X} has no targets £1-75% of { % ) has no targets (1 mnf;:;;':.a 5% of
As to setting of annual targets to minimize toxic targets
waste and consumption in general during
operations, and increase efficacy of use of natura
resources, the company.
[ ) meets D=60% of J’I:ﬁ—}lr;;:l:f { ) meets 0=80% of { ) meets T6=100% of
rargels targels targets targets

5) Workforce |

Humber of employees at end of period 6,083 5,864
Humber of hirings during period 332 a7
Humber of cutsourced employees ERL 333
Humber of interns 242 227

Employees” levels of schooling
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- University and university extension 1,352 1,352

« Secondary 43an 431
= Primary 141 141
Humber of employees over 45 years old 3232 3027
Number of women employed OS5 752
% of gupervigory positions held by women 39.06% 39.55%
Mumber cf African-Brazilian employees 02 290

% of supervisory positions held by African:
Brazilians A1 3.68%

Humber of employees with digabilities 188 T4

17.2 GRI GONTENT INDEX

GAI 1071: FOUNDATION, 2016

GAI 203: INDIRECT ECONOMIC IMPACTS, 2016
GAI 305: EMISSIONS, 2016

GRI 102: GENERAL DISCLOSURES, 2016

1. Organizational profile, 2018

Intreduction
1021 Hame of the arganization
Brafile
102-2 Activities, brands, products, and services Erofile
1023 Location of headquarters il
102-4 Location of cperations Erefile | Location of coerations
102-5 Ownership and legal form Profile
Coglymers and consumerng
102-6 Markels served
Market evolution
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1027 Scale of the arganization

ez Precautionary Principle or approach

16213 mlhulmmm

'lﬂ+'l-l- Statement from senior decision-maker

Values, ',lhdphi. standards, and norme of hdulhr

10218 Governance I‘II'III.I.II'I
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10220

102-23

102-24

102-25

102-26

10227

102-28

102-29

102-30

102-3

102-33

102-35

Exeoutive-level responsibility for economic, environmental, and social
topice

Composition of the highest gevernance body and its committees

Chair of the highest governance body

Hominating and selecting the highest governance body

conflicts of interest

Role of highest governance body in selting purpose, values, and
strategy

Collective knowledge of highest governance bady

Evaluating the highest governance body's performance

Identifying and m al, and social

impacts

mic, envire

Effectiveness of risk management processes

Review of economic, envirenmental. and social toples

Communicating critical concerns

5. Stakehclder engagement, 2016

102-40

102-41

T2-42

102-43

102-44

List of stakeholder groups

Collective bargaining agresments

Identifying and selecting stakehalders

Approach to stakeholder engagement

Kay topics and concerns raiged
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Goxernance model and key practices

Lemigls Strategy

Management | Board of Directors

Risk Mansgement (garporate and Bogin.
enxitenmental risks and epooriunitics) |

Risk Management (corporate and pocio-
snxirgnmental risks and epooriunities) |
Cemig's risk management process

Risk Managemant Rigk Managament

[earporate and socic-envirenmental

rigke and spportunities) | Cemigs rigk
MmanagEment process

Management | Board of Directors
Manggement
Boundaries of the report and materiality
" : ;
f ! lity

Relationship with consymers

Li] i the repar materiality

Until 2018, Cemig had
no work in place o
impreve the collective
knowledge of the
Board of Directors on
envirenmental,

ocial
topics. The Company
plans 1o verify the
suitability of this
initintive and submit
to the appraval of the
Board of Directors,
for implementation in
up 1o 5 years



102-22

102-23

102-24

102-25

102-28

102-27

102-29

102-30

10z-:n

102-33

102-36

Composition of the highest governance body and its committees

Chair of the highest governance body

Mominating and selecting the highest governance body

Canflicts of interest

Role of higheet governance body in seiting purpese, values, and

strategy

Collective knawledge of highest governance bady

Evaluating the highest governance body's performance

Identifying and m
impacis

mic, envire

Effectivensss of risk management processes

Review of economic, envirenmental. and social topics

Communicating critical concerns

Remuneration policies

5. Stakeholder engagement, 2016

T02-40

102-41

102-42

102-44

List of stakeholder groups

Cellective bargaining agresments

Identifying and selecting stakeholders

Approach to stakeholder engagement

Key topics and concerns raised

tal, and social

Goxernance model and key practices
Manggement | Board of Direclors
Mansgement | Board of Direciors

Cemig’s Strategy

Management | Board of Directors

Rigk Managemant (corporate and sogio:
enxirenmental risks and opporiunities) |

Bi =
EB DAL Sk ARG YL LS
Cemig’s rigk management process

Risk Management Risk Management
[earporate and socio-environmental
tehs and opportunities) | Cemiq's risk
ManIgement AIOCESE

Mansgement | Board of Directors

Mansgement

Boundarigs of the report and materiality

Boundaries of the report and materiality
Raladi N
ndari i rt an inlity
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Until 2018, Cemig had
no work in place 1o

Board of Direcors on
envirenmental,
economic and social
topics. The Company
plans to verify the
suitability of this
Initiative amd submit

to the appraval of the
Board of Dire ctors,
for implemaen tation in
up o 5 years




Entities l'ﬂMI in the consolidated financial statements

List of material uphl

10249 changes in reparting

Date of mosl recent report

Contact point for questions regarding the repert

102-68 GRI content index GHI Conlent Index

103:200 Explanation of the material topic and ite Boundary Bemuneration. Benefits and Preparatien

103-3:201 Evaluation of the management approach Management | Board of Excculive

202 Financial implications and other risks and oppartunities due to Glimate-telated risks and eppertunitien
climate change
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103-1:202 Explanation of the material topic and its Boundary

103-3:202 Evaluation of the mansgement approach L

103-1:203 Explanation of the material topic and its Boundary

103-3:203 Evaluation of 1he management approach Al i Open | fon)

204-1 Proportion of spending on local suppliers Main monitoring items and indicatars

103-1:205 Explanation of the material topic and ity Boundary Ethigs and Transparangy

103-3:208 Evaluation of the management appraach Ethics and Transparency
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Communication and training about anti-corruption policies and "
Ethigs and Trangpas
205-2 procedures RATENCY
205-3 Confirmed incidents of corruption and actions taken Ethics and Transparengy

GRI Z06: ANTI-COMPETITIVE BEHAVIOR, 20186 (*)

300 SERIES: ENVIRONMENTAL TOPICS, 2016

GAI 201: MATERIALS, 2016

103-1:301 Explanation of the material topic and its Boundary
103-2:301 The management approach and its components
T02-3:301 Evaluation of the managemenl approach

3001 Manerials used by weight ar volume

301-2 Recycled input materials used

GAI 302

ENERGY, 2016

103-1:302 Explanation of the material topic and its Boundary
103-2:302 The management approach and its components
103-3:302 E ian of the gement approach

Main monitaring items and indigators
Envirenmental management
Envirgnmental managament

Ecoelficiency | Malerials

Ecoslficiency | Materiale

Eco-efficiency | Energy.
Environmental strateqy.

Enviranmental sirategy

248

Infermation not
available. Cemig has
data available on the
number of employees
trained and votal
training hours on
anti-cermuplion by its
amployees and third
parties. The
breakdewn of these
data by functicnal
calegary is nat
available in the
company yel. Cemig
hae been warking en
including this
breakdown in ita
monitering processes
and the forecast is
that the data will be
available in two
YEBIE,

Not applicable to
Cemig. There are srill
no alternatives

ilable in the

for resycled

|

considering the most
used materia’s by the
company in the
generation,
transmission and
distribution of energy.
Cemig remairs
attentive to mew

allermatives of
components o fully

recycled matarials to
use in its operations.



302-4

302-5

Energy consumption within the arganization

Energy consumption outside of the organization

Reduction of energy consumption

Aeductions in energy requirements of products and services

GAI 303: WATER AMD EFFLUENTS, 2016

103-1:303

103-2:303

103-3:303

031

303-2

303-3

Explanation of the material topic and its Boundary

The management approach and its components

Evaluation of the gEment app h

Waner withdrawal by source

waner gources significantly affected by withdrawal of water

Water recycled and reused

GRI 304; BIODIVERSITY, 2016

103-1:304

103-2:304

103-3:304

041

304-2

Explanation of the material topic and its Boundary

The management approach and its components

Evaluation of the o t app

Operational sites owned, leased, managed in, of adjacent to, protected
areas and areas of high biodiversity value outside protected areas

Significant impacte of activities, producis, and services on
biodiversity

249

Ecgelficiency | Ensrgy

Market evolytion

Ecosfficioncy | Energy

Ecosfficiency | Energy

Emiasi

Energy Loss Management

Balance of electeic energy

Boundaries of the report and materiality
Envirgnmental sitateay

Environmental sleategy

Waler resources management | Water

Water resources management | Water
Apilabality

Environmental sleateqy

Environmental stiateqy

Envirpnmental strategy

re of terrgstrial habi



IUCH Red List species and national conservation list species with
habitats in areas I!'I'ltllld by operations

103-2:305 The management approach and it components

3051 Direct (Scope 1) GHG emissions

3053 Other Indirect (Scope 3) GHG emissions

p—_— Nitragen oxides (NOX), sulfur oxides {S0X), and other significant sir
emissions

3061 Water discharge by quality and destination
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306-3 Significant spills

306-5 Water bodies affecied by water discharges and/for runof Ecaefficiency | Effluenls

103-1:307 Explanation of the material topie and its Boundary Envirenmental Management

103-3:307 Evaluation of the management approach Envirenmental Compliance

103-1:308 Explanation of the material tapic and its Boundary

103-3:308 Evaluation of the management approach Suppliers

308-2 Hegative environmental impacts in the supply chain and actions taken

103-1:401 Explanation of the material topic and its Boundary

10:3-3:402 Evaluation of the management approach Remunaration, benafits and preparation

251



Benefits provided to full-time employees thal are not previded to

A2 temparary of pari-time employess

401-3 Parental leave

GAI 402:LABOR/MAMAGEMENT RELATIONS, 2016 (%)

Anz-1 Minimum notice periods regarding operational changes

GAI 40:3: DCCUPATIONAL HEALTH AND SAFETY, 2016

103-1:403 Explanation of the material topic and its Boundary
103-2:403 The management approach and its components
103-3:403 Evaluation of the managemant approach

4031 Warkers representation in formal joint management=worker health and
safety committees

R Types of injury and rates of injury. accupational diseases, lost days,
and ab eeism, and ber of work-related fatalities

Health and safety topics covered in formal agreements with trade
Case FLIT ]

GAI 404: TRAINING AND EDUCATION, 2016

103-1:404 Explanation of the material topic and its Boundary
103-2:404 The management appraach and its components
103-3:404 Evaluation of the t h

L L

252

Remuneration. benefits and prepacation
for retirement

Remuneration, benefits and preparation
[or retirement

Remuneration, benelite and preparation
for retirement

Boundaries of the report and materiality

Qecupational safety. cccunational
health and well-being (SF0EBE)

Occypational safely, cccupational
health and well-being (SE0RBE)

Qocupational safel
health and well-bein:

y.oocunational
= g (SS0RBE)

Occupational safety, cccupational
health and well-being (SSORBEY

2 ksl sl -
health and well-being (SS0EBE)
QOccupational salely. cccupational
health and well-being (SS0RBE

Occupational safety, cccupational
health and well-being (SEO0RBEY

Remuneration. benefits and preparation
[or retirement

Berfomance Management



Programs Tor upgrading employee akills and transition assistance
pragrams QOrganizational learning

4081 Biversity of gavernance bodies and employees Workfarce arofile

Diversity. Eousl Opportunities and
4061 Incidents of discrimination and corrective actions taken Human Alohis -
Labor and Union practices
AT Operaticns and suppliers in which the right to freedom of association
and collective bargaining may be at risk
Envirenmental and social performance
of suppliers
Boundaries of the report and materiality
103-1:408 Explanation of the material topic and its Boundary

103-3:408 Evaluation of the management approach Supplisrs

103-1:409 Explanation of the material topic and its Boundary
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103-2:409

103-3:409

409-1

The agement app h and its comp ts

Evaluation of the t approach

Operations and suppliers a1 significant risk for incidents of forced
or compulsory labor

GRI 410: SECURITY PRACTICES, 2018

103-1:410

103-2:410

103-3:410

410-1

Explanation of the material topic and its Boundary

The management approach and ite components

Evaluation of the management approach

Security parsonnel trained in human rights policies or procedures

GRI 411; RIGHTS OF INDIGENOUS PEOPLES , 2016 (*)

GAI 412: HUMAN RIGHTS ASSESSMENT, 2016

103-1:412

103-2:412

103-3:412

412-1

4122

412-3

Explanation of the material topic and its Boundary

The management approach and its components

Evaluation of the management approach

Operations that have been subject to human rights reviews or impact

agsessmants

Employes training on human rights policies or procedures

Significant invesiment agreements and contracts that include human

rights clauses or thal underwent human righte screening

254

Suppliers
Supplisrs

Envirenmental and socisl performance
of suppliers

Boundaries of the repart and materiality

Diversity. Enual Ooportunities and
Human Rights

Diversity. Equal Opportunities and
Human Rights

Riversity. Equal Opportunities and
Human Mights

Currently, Cemig does
not have consolidated
practices. and,
therefore, has not yel
defined or
implemented these
training for all its
security stafl (third-

B o crsoaicnsst Sy i

Humze Kiglls Company is warking
1o improve its
policies and
procedu
a8 monitering
processes. The
forecast for ita fully
Implementation is
Twio years,

mdark 1 reparl and materkality

Diversity. Equal Opportunities and
Human Rights

Diversity. Equal Oppartunities and
Human Rights
Diversity. Equal Ooportunities and
Human Rights
Diversity, Equal Opportunities and
Human Rights
Diversity. Equal Oppartunities and
Hum ights

Diversity. Equal Opportunities and
Human Rightg



GAI 413: LOCAL COMMUNITIES, 2016

103-1:413

103-2:413

103-2:413

4131

413-2

Explanation of the material topic and its Boundary

The management approach and ils components

Evaluation of the gement app h

Operations with local community engagement, impact assessments,
and development programs

Operatione with significant actual and p tial negative impacis on
lecal communities

GRI 414: SUPPLIER SOCIAL ASSESSMENT, 2016

103-1:414

103-2:414

103-3:414

414-1

414-2

Explanation of the material topic and its Boundary

The management approach and its components

Evaluation of the gement h

PH

Mew suppliers that were screened using social criteria

Hegative social impacts in the supply chain and actions taken

GAI #15: PUBLIC POLICY, 2016 (*)

4151

Political contributions

GRI 416: CUSTOMER HEALTH AND SAFETY, 2016

103-1:416

103-2:41%

103-3:416

416-1

4162

Explanation of the material topic and its Boundary

The managemant approach and its components

Evaluation of the management approach

Assessment of the health and safety impacts of product and service
categories

Incidents of non-compliance concerning the health and safety impacts
of products and services

255

Boundaries of the report and materiality
Aelationghip with the Community

Igrritorial management | Human
ﬂsun.llpran_-nmun;muumum
pOWEl lingE ArEAs

Relati i wilh the © ™

Territorial managemant

Boundaries of the report and materiality
Suppliers
SurRlisrs
Suppliers

Suppliers

Ethics and Transpargncy

dafe use of Ensrgy
Sale yge of Energy

Divergity, Equal Oggortynities and
Human Rights



GRI 417: MARKETING AND LABELING, 20156 (*)

4171 Requirements for product and service information and labeling
a7z Incidents of non pli conceming product and service
information and labeling

417-3 Incidents of non-compliance conceming marketling communications

GRI 418: CUSTOMER PRIVACY, 2016 (*)

Substantisted complainte conceming breaches of cuglomer

418-1 :
B privacy and losses of customer data

GRI 419: SOCIOECONDMIC COMPLIANCE, 2016 (%)

* Non-material topic for 2018

GLOBAL COMPACT PRINCIPLES

RESPECT ENSURE SUPPORT
and support hat your freedom of
i company dogs association and
human not participale recogmize o
rigihts i your anea in any way in open collective

256

dale use of Energy

Gafe use of Energy

Safe uge of Energy,

Information Security

i
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KO GOOD HEALTH qQuaLITY GENDER GLEANWATER
POVERTY AND WELL-BEING EDUCATION EQUALITY AND SANITATION

|!ﬂi

DECENT WORK AKD REDUCED
ECONDMIC GROWTH INEQUALITIES

c

1 CGLIMATE 14 LIFE 1 PEACE, JUSTICE
ACTION BELOW WATER HI‘J“TEHHI"
TITIJIII]"F

1 PARTHERSHIPS
FOR THE GOALS

SUSTAINABLE
DEVELOPMENT

G<IALS

!.

ASSURANCE STATEMENT

STATEMENT BY SGS ICS CERTIFICADORA LTDA. (SGS) REGARDING THE SUSTAINABILITY
ACTIVITIES PROVIDED IN “SUSTAINABILITY REPORT 2018” GIVEN TO CEMIG

ASSURANCE NATURE AND SCOPE
G5 was hired by CEMIG. 1o render independent assurance of its Sustainability Report 2014, Based on assurance methodology of SG5

Sustainability report, the cerification scope includes the text and data related to GRI guidedings standard for sustainability repon, including
tha disclosuras.

The responsibility for infamation of “SUSTAINABILITY REPORT 2018° and its presentation bes on board and management of CEMIG,
3063 does not lake part of presentation in any material provided in said report, We are responsible for giving our opinion of the text, data,
charts and statement within the carification scope, detailing the intantion of infarming the stakeholders of CEMIG

The SGS5 group has developed a sel of Assurance prodocols for communicating the sustainability based on the best practices provided in
GRI Sustamabiity Reporting Standards guede and the ISAE3000 assurance standard and sustanalelity reponl. These protocols give
diffarant options of assuranca |aved depending on context and capacity of applicant organization — the CEMIG.

This report was assured through our protocol for assessing the content legitmacy and its alignment with aspects of reguirements of GRY
Sustainabily Reporting Standands, according (o the subject matters identified by CEMIG. through the process detailed in the said
report. Based on such contest, “THE SUSTAINABILITY REFORT 2018° is deamead as Cona Oplion.

The assurance process has comprised (i) disciosure review, information and data provided in sustainability repont draft, (i) interview with
kery personnel both 1o both 1o understand data from répon and 1o understand the pertinent management process 1o subject matters and
(jii) review of supplementary documents submitted by CEMIG to SGS. The CEMIG accounting information andior information provided in
"SUSTAINABILITY REPORT 2018° was not assessed as part of this assurance process. The information i3 assessed in different audit
PrOces5es,
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INDEPENDEMNCE AND COMPETENCE STATEMENT

The SGS group is a worldwide leader in inspecbons, analysis and verfications which operales in 140 countries rendening services that
includes management syslem cenfication, audits and Irasning on quallty, emvironment. social and ethic areas. as well as assurance of
sustainability reporis and verification of greanhousa gases. 5G5S minforce He Indepandance from CEMIG bacaming claared from any
imenest conflict agains! the organization, its subsidiaries and stakeholders.

The assurance team was nominaled based on knowledge, expentise and skills for this service and was compoased of;
+«  An Auditor on Assurance of Sustainability Repor, Lead Assessor of Greenhouse Gases (GHG), Lead Auditor on
Socicenvironmental programs, Lead Auditor on Environmendal Management System
«  An Audd Lead on Assurance of Sustainability Report. a Lead Assessor of Greenhouse Gases (GHG), Lead Auditor on
Socoemaronmental Programs. Lead Audilor on 150 26.001. Lead Auditor on Ecuador Prnciples
« An Apditor on Assurance of Sustainability Repor, Lead Assessor of Gresnhouse Gases (GHG), Lead Auditor on
Socioenvironmental programs, Lead Auditor on Environmenial Management Sysiem

ASSURANCE OPINION

A wide assurance was applied for and the work parformed was anough and adequate for a solid assurance. Regarding the verification
performed against the methodology, process and data provided by CEMIG, we attest the information and data provided in
SUSTAINABILITY REPORT 2018 are rehable and a true and balanced representation of the sustainability activibes performed by CEMIG
in 2018, The assurance team has the opinion the repor can be used by stakeholders of company as pan of its Assessment processes
The organization has elected the core option, which meats its needs.

In our opinson, based on what was found in company office in Belo Hornzonle and on documents provided by CEMIG, the report content
meets fully the GRI slandard requirements. including the one in Sectonal Appendix for Electne Litikties

RECOMMEMNDATIONS, FINDINGS AND COMCLUSIONS OF ASSURANCE

The CEMIG, *SUSTAINABILITY REPORT 2018 is aligned with the GRI Standard Guidelines for Sustainability Repon, Core Option, It is
imgartant to highlight the material matters and their limits were progery set according to Reparting Principles upon review by materiality
exercise in 2018, the disclosures over the report andior reference list,

The report covers and comprise information of all matters desmad as matedal for the market and stakeholders. CEMIG has reported
property the disclosures 103-1 = Explanations of the material issues and their imits, 103-2 - Management approach and its components
and 103-3 = Evaluation of the management approach for each material issue

Conceming to contribution to improvement io development of susiainability reporis in future and more effectiveness in assurance process,
wa recommand ta CEMIG that:

1. The siakeholders mastier document was developad in 2009, it 1= recommended to updated it penodically in order to considar
the curment scenano and the relevance of each stakenhcider group.

2. The materiaity is addressed to the main audiences accessing the report, especially investors and financial staff, It is
recommended lo review and file it continuously, not at the time of analysis and consider the information arising several markets,
such as communication, feld teams, ombudsman elc

Finally, SGS congratulates CEMIG for the initiative of assuring its report

Executed by and on behalf of 3G3

Ll Aol

Fabian Peres Gongalves
Business manager - Sustainability
5GS ICS Certificadora Ltda.

_M AL Qi ¥ -

Mariana de Oliveira Klein
Lead Auditorfor Sustainability Report
SGS ICS Certificadora Ltda.

April 22nd, 2019
WWW.S05.Cc0m
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Euler Junior/Comunicagao Empresarial/Cemig

Translation
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Corporate Information
Headquarters location:

Companhia Energética de Minas Gerais — Cemig

Avenida Barbacena, 1.200

Belo Horizonte — MG

CEP 30190-131

CNPJ: 17.155.730/0001/64

Tels: From Brazil: 116 or 0800 7210 116 (phone numbers of Relationship with Consumers
Department, valid only for calls from Brazil)

www.cemig.com.br
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Cemig Geragao e Transmissao S.A.

Avenida Barbacena, 1.200 — 17th floor — Wing A1
Belo Horizonte — MG

30190-131

CNPJ: 06.981.180/0001-16

Custodian Bank
Banco Itau S.A.

Depositary Bank for ADRs
Citibank Shareholder Services

For any suggestions or comments on this report, please email: sustentabilidade@cemig.com.br
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