


|
CONTENTS

ABOUT THIS REPORT 3 6 SUPPLIERS 112
1 RAS 2020 3 6.1 SUPPLY CHAIN MANAGEMENT 113
1.1 MESSAGE FROM THE BOARD 9 6.2 SUPPLIER PERFORMANCE 116
12 MATERIALITY 11 6.3 IDENTIFICATION AND MANAGEMENT OF ENVIRONMENTAL AND SOCIAL IMPACTS 118
1.3 OUR FIGURES 2020 19 6.4 COMMUNICATION CHANNELS WITH THE SUPPLIERS 120
14 AWARDS, ACKNOWLEDGMENTS AND VOLUNTARY COMMITMENTS 20 6.5 HIGHLIGHTS AND ADVANCES IN MANAGEMENT 121
6.6 MAIN MONITORING ITEMS 122
CEMIG 23
2 BUSINESS MODEL 23 7 ECONOMIC PERFORMANCE 131
2.1 OPERATIONS 26 11 MAJOR FINANCIAL INDICATORS 132
2.2 STRATEGY 29 12 CAPITAL MARKETS AND DIVIDENDS 138
2.3 INNOVATION 32 1.3 INVESTMENTS IN GENERATION, TRANSMISSION AND DISTRIBUTION 139
24 NEW BUSINESSES 35
2.5 GRANTS 36 8 SOCIAL PERFORMANCE 142
2.6 PUBLIC POLICIES AND SECTORAL ASSOCIATIONS 39 8.1 RELATIONSHIP WITH THE COMMUNITY 142
82 TERRITORY MANAGEMENT 143
8 CORPORATE GOVERNANCE 43 8.3 CORPORATE CITIZENSHIP AND SOCIAL INVESTMENTSS 147
3.1 GOVERNANCE MODEL AND MAIN PRACTICES 43 84 HUMAN RIGHTS 155
3.2 ETHICS AND TRANSPARENCY 93
B RISK MANAGEMENT 56 9 ENVIRONMENTAL PERFORMANCE 164
9.1 ENVIRONMENTAL MANAGEMENT 165
WHERE OUR POWER COMES FROM 63 9.2 NATURAL RESOURCE MANAGEMENT 169
4 CUSTOMERS 63 83 \WATER IN THE GENERATION PROCESS 177
4.1 MARKET DEVELOPMENT 63 94 BIODIVERSITY 181
42 OUR CUSTOMERS AND CONSUMERS 67
43 QUALITY OF ENERGY 69 10 CLIMATE CHANGE 188
44 SAFE USE OF ENERGY 0 10.1 RISKS AND OPPORTUNITIES ARISING FROM CLIMATE CHANGE 188
45 PROTECTION AGAINST LOSSES 75 10.2 CLIMATE STRATEGY 192
46 RELATIONSHIP WITH CUSTOMERS 79 10.3 EXTERNAL INITIATIVES 193
4.7 INFORMATION SECURITY 84 104 EMISSIONS 195
48 STRUCTURE AND TARIFF ADJUSTMENT 87
OTHER DATAS 199
5 EMPLOYEES 90 11 GRI INDEX 199
5.1 EMPLOYEE PROFILE 91 12 INDEPENDENT VERIFICATION STATEMENT 240
5.2 REMUNERATION AND BENEFITS 94
5.3 DIVERSITY 96
54 PERFORMANCE MANAGEMENT 98
5.4 ORGANIZATIONAL LEARNING 98
9.6 LABOR AND UNION PRACTICES 102

5.7 LABOR HEALTH AND SAFETY 103




1 RAS 2020

[102-1; 102-50] Cemig, Companhia Energética de Minas Gerais (Minas Gerais Power
Utility Company) presents here its Annual Sustainability Report - RAS 2019 relating to
the period from January to December 2020.

[102-52] The annual dissemination of the RAS contributes to foster Cemig's transparent
dialogue with its stakeholders by providing relevant information about its activities,

the Company's performance in environmental, economic and social aspects, and also
relevant information on governance.

[102-45; 102-56] The accounting data presented in this report refers to the set of com-
panies under the holding's operational control, which are described in Cemig Group's
organizational chart, in the chapter ‘Cemig’, section ‘Major Equity Interests’. Exceptions
are mentioned throughout the report. These data were consolidated based on criteria
laid down in Brazilian law™ and previously audited by Ernst & Young Auditores Indepen-
dentes S.A. The Company's Financial Statements, available at the Company's website,
are presented according to the International Financial Reporting Standards - IFR in
thousands of RS (except where another currency is indicated).?

Regarding non-accounting information, RAS 2020 may cover other subsidiaries of

the Cemig Group; there will be an explicit statement in the text in cases when that
happens. The terms “"Cemig", “Business” or “Company” refer to the Cemig holding and
Cemig Distribuigao S/A (Cemig D) and Cemig Geragao e Transmissado S/A (Cemig GT)
subsidiaries. The name “Parent Company” is used to refer to the Cemig holding (Cemig

H) as an individual company, and does not include its subsidiaries.
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[102-51; 102-54] RAS 2020 was prepared following the GRI Essential option standard,
and meets the following assumptions:

o Full compliance with the GRI Standard

» Assurance of legacy and comparability with data and information presented in pre-
vious reports?.

Additionally, the Company was inspired by integrated report guidelines of the Internatio-
nal Integrated Reporting Council (IIRC), including the value-generation diagram using the
so-called capitals employed. It also provides information regarding integration between
the Company'’s programs and projects), as well as their contributions to the United
Nations (UN) Sustainable Development Goals - SDGS).

[102-56] The RAS 2020 submitted to independent external verification, carried out by
Bureau Veritas, resulting in the Assurance Statement attached to the end of this report.
All pieces of information regarding greenhouse gas (GHG) emissions and their sources
and precursors were also audited by Bureau Veritas within the scope of Cemig 2020
GHG Emissions Inventory.

1 For further details, see the explanatory notes to the Standardized Financial Statements - DFPF, on
Cemig's website. Available at: http://ri.cemig.com.br/en/divulgacao-e-resultados/results-center/

2 The financial information audit report can be viewed at the end of the document by following the
link https://api.mziq.com/mzfilemanager/v2/d/716a131f-9624-452¢c-9088-0cd6983c1349/2a-
d54e07-276a-9b18-f4b8-b1b3f1481dd7?origin=1

3 For this reason, information from the GRI Sector Supplement for the Power Sector (G3) is also
included

4 The audit report of the Inventory information can be viewed by following the link https://www.
cemig.com.br/en/relatorios/greenhouse-gas-inventory/


http://ri.cemig.com.br/en/divulgacao-e-resultados/results-center/
https://api.mziq.com/mzfilemanager/v2/d/716a131f-9624-452c-9088-0cd6983c1349/488599fb-efc5-b38a-bf21-77626bb27d35?origin=1
https://api.mziq.com/mzfilemanager/v2/d/716a131f-9624-452c-9088-0cd6983c1349/488599fb-efc5-b38a-bf21-77626bb27d35?origin=1
https://www.cemig.com.br/en/relatorios/greenhouse-gas-inventory/
https://www.cemig.com.br/en/relatorios/greenhouse-gas-inventory/

[102-48] This report contains information and data from
previous reports that may have been revised or changed.
The change indication includes the reason for reframing
the information (change due to alterations in the period
or base year or in the measurement method, resulting
from changes in the Company due to mergers and/or
acquisitions).

[102-53] Questions about this report can be sent by
e-mail to the Corporate Sustainability Oversight Depart-
ment (sustentabilidade@cemig.com.br) or the Investor
Relations Oversight Department (ri@cemig.com.br).

COVID-19 PANDEMIC

On March 11, 2020, the World Health Organization
(WHO) declared the situation of the spread of Covid-19
as a pandemic, reinforcing the recommendations for
restrictive measures as a strategy to combat the virus
worldwide. These measures, embodied mainly in social
distancing, negatively impacted many entities, affecting
their production processes, interrupting their supply
chains, causing labor shortages and closing stores and
facilities. World economies have been struggling to de-
velop measures to address and reduce the effects of the
economic crisis caused by the pandemic, especially by
means of their central banks and tax authorities.
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GOVERNMENT MEASURES AIMED AT THE
ELECTRICITY INDUSTRY

Several government measures aimed at the electricity
industry to tackle the crisis have been implemented,
among which we highlight:

+ Enactment, on April 8, 2020, of Provisional Measure
No. 950/2020, which provided for a 100% discount
in the calculation of the Electricity Social Tariff, from
April T to June 30, 2020, for eligible consumers in the
low-income residential subclass, with a rate of electri-
city consumption less than or equal to 220 kWh/mon-
th. The measure also authorized the Federal Gover-
nment to allocate funds to the Energy Development
Account (CDE), limited to R $ 900 million, to cover for
the tariff discounts created;

+ Extension from 156% to 30% of the limit related to the
total amount of electric energy that can be declared
by distributor utilities, in all the processing of the Sur-
plus Sale Mechanism (MVE) of the year 2020, aiming
to facilitate the contractual reductions;

+ Release by the Electric Energy Trading Chamber
(CCEE), in April 2020, in compliance with Aneel Order
No. 986/2020, of financial resources available in the
reserve fund for future burden relief, with Cemig Distri-
buigao’s share being RS 122 million;

+ Implementation of measures aimed at maintaining
the public energy distribution service, through Aneel
Resolution No. 878/2020 from March 24, 2020. These
include the prohibition against power cuts due to
default for 90 days, extended until July 31, 2020, for

some classes of consumers (residential ones), priori-
tizing of urgent and emergency customer service, as
well as the supply of energy to services and activities
considered as essential, drafting of a specific contin-
gency plan for service to medical and hospital units,
and other measures. By means of Normative Reso-
lution No. 891/2020 from July 21, 2020, the regula-
tory body amended Aneel Resolution No. 878/2020,
maintaining the prohibition against the suspension of
energy supply as of August 2020 only for low-income
residential subclasses, revoking the provisions for the
other residential classes and related to the provision
of services and activities considered as essential;

+ Authorization to create the Covid Account, as detailed
in the next topic.



mailto:%28sustentabilidade%40cemig.com.br%29?subject=
mailto:%28ri%40cemig.com.br%29?subject=

On May 18, 2020, aiming to tackle the state of public calamity caused by the Covid-19
pandemic, the creation of the Covid Account was authorized by Decree 10,350/2020.
This was aimed at covering deficits or anticipating revenues related to energy distribu-
tion concessionaires and licensees, which are the basis of the financial flow of the elec-
tricity industry, related to (i) the over-contracting of energy; (iif) Compensation Account
for Variation of Values of Items of Installment A (CVA); (iii) the neutrality of sector char-
ges; (iv) the postponement until June 30, 2020 of the results of the tariff processes of
energy distributors approved until the same date; (v) the anticipation of the regulatory
asset related to Installment B, according to Aneel regulation, and the schedule defined
by the distributor utility.

On June 23, 2020, Aneel issued Normative Resolution No. 885/2020, which established
the criteria and procedures for managing the Covid Account, in addition to regulating
the use of the CDE tariff charge.

On January 26, 2021, Aneel issued Order No. 181/2021, in which it defined the monthly
charge to be paid for amortization of the loan and the respective coverage to be inclu-
ded in the tariff for payment of this charge. The annual quota of CDE Conta-Covid will
be paid by the distributors, by means of a tariff charge included in the electricity tariffs
and in the tariffs for the use of the distribution systems.

The amounts equivalent to the total amounts received by Cemig D from Conta-Covid
during 2020 will be reversed, duly updated by the Selic index, in the form of a negative
financial component in the 2021 tariff adjustment, thus ensuring neutrality.

Cemig D adhered to the financial compensation mechanism of Conta-Covid, aiming at
reinforcing its cash, allowing for the fulfillment of its financial obligations even in the
face of the reduced collection caused by the economic crisis. The total funds of Conta-
-Covid destined to Cemig D, in the amount of RS 1,404,175, had an initial transfer of RS
1,186,390 in July 2020, the remaining amount being transferred until December 2020
in monthly installments, positively affecting the Company's cash and cash equivalents
and marketable securities as of December 31, 2020.
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Restrictions are applied to distributor utilities that adhere to Conta-Covid, namely, (i)
prohibition of requirements for suspension or reduction of the volumes of electric
power acquired by contracts for the purchase and sale of electric power based on the
reduction of consumption due to the pandemic, in place until December 2020, (ii) limi-
tation, in the event of intra-sector default, of dividend and interest on equity distribution
to the minimum legal percentage of 25% of net income, preserving the constitution of
legal and contingency reserves, and (iii ) waiver of the right to dispute, at the judicial or
arbitration level, the conditions, procedure and obligations established in the legal and
regulatory provisions on the Covid Account. However, the right to request economic
and economic-financial recovery is preserved.

Due to the manifestation of the waivers established in the Acceptance Term attached
to Normative Resolution No. 885/2020, Cemig D's Extraordinary General Assembly,
held on July 3, 2020, approved the amendment and consequent consolidation of its
Bylaws, with the inclusion from paragraph 4 to article 33, providing for the exceptional
limitation of the distribution of mandatory dividends or the payment of interest on equi-
ty, without prejudice to the legal minimum, in the cases and under the terms in which
the regulatory body, through normative or contractual provision, should so require to
mitigate a situation of financial imbalance caused by a third party, a government autho-
rity act, an act of God or force majeure expressly acknowledged.

MEASURES IMPLEMENTED BY THE COMPANY

In March 2020, the Company created the Coronavirus Crisis Management Steering
Committee, with the objective of ensuring greater streamlining in decision-making, in
view of the rapid progress of the scenario, which has become more comprehensive,
complex and systemic.



In line with the recommendations for maintaining social
distancing, the Company implemented an operational
contingency plan and a series of preventive measures to
maintain the health and safety of its workforce, inclu-
ding:

* Daily on-site contact with in-service teams by Safety
and Nursing technicians;

 Daily integration with the contractors’ social service to
monitor the evolution of suspected cases;

* Changing and scaling of schedules to reduce agglo-
merations;

* Restriction on national and international travelling;
* Use of remote means of communication;

* Adoption of a home office for a significant portion of
the employees;

* Distribution of masks to employees who are active in
their facilities or in external service and requirement of
the same procedure for contractor companies.

In August, the Company initiated a plan of gradual return
to face-to-face activities for employees working from
home offices, observing the measures aimed at preven-
ting, controlling and mitigating the risks of transmission
of Covid-19 in work environments.

Additionally, face-to-face service at the branches has
been temporarily suspended and resumed, by appoint-
ment, as of August 3, 2020, in the municipalities that
adhered to the Minas Consciente (Minas Awareness)
Plan, prepared by the Government of Minas Gerais, and
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which are in the green wave stage of the program. The
decision to provide face-to-face customer service via
scheduling follows the rules of the plan and is in line
with the resumption of the economy in the state in a
responsible manner, due to the Covid-19 pandemic.

The virtual channels of communication with consumers
were maintained, as well as essential services at consu-

mer addresses, ensuring an adequate supply of power
and gas.

The Company also adopted the following measures, in
order to contribute to society:

o Flexibility in the payment flow of low-income cus-
tomer accounts, registered as a social tariff, which
could pay their bills in up to six installments, without
interest and fines, in effect until July 1, 2020;

¢ Installment payment of amounts not collected, billed
to public and philanthropic hospitals and emergency
care units without the charging of fines and interest,
whose conditions were in effect until July 1, 2020;

* Payment in installments of debts in up to six interest-

-free installments for microenterprises in the sectors

affected by the crisis, whose conditions were in effect

until July 1, 2020.

* Launch of a negotiation campaign, allowing for the
payment of consumer debt in up to 12 interest-free
installments, the conditions of which were valid until
October 31, 2020

Additionally, Cemig's Executive Board approved the
following measures to support the fight against Covid-19
during the purple wave period established by Resolution
138, of March 16, 2021 of the Covid-19 Extraordinary
Committee within the territory of the State of Minas
Gerais:

* Suspension of electric power cuts for customers
registered as a social tariff (low income) ones;

* Payment in installments of debts of consumers
classified as social tariff (low income) ones, under the
conditions specified in the program, available on the
Company's website;

* Payment in installments of debts of other classes,
including commercial consumers classified as Micro-
enterprises in the sectors affected by the crisis, under
the conditions specified in the program, available on
the Company's website;

* Priority to the supplying of electricity to emergency
care units, clinics, hospitals and other healthcare
facilities and companies categorized as essential
services;

* Communication actions aimed at raising awareness
among the population on the importance of staying at
home, on the rational use of electric energy in homes,
as well as on the care with the use of electronic devi-
ces, avoiding overload, short circuits and fires.

The aforementioned measures generated an estimated
effect of postponing cash for the next financial year of
up to RS 151.4 million, considering the amounts refer-
ring to the installments maturing in 2021.



To mitigate the impacts of the economic crisis, the Com-
pany was diligent in protecting its liquidity and imple-
mented the following measures, among others:

* Investment contingency management planned for
2020, in the approximate amount of RS 349 million,
and budget review with a reduction in costs and ex-
penses with staff, materials, third-party services and
others (PMSO0), amounting to about RS 164 million;

* Reduction in the payment of dividends to sharehol-
ders, as well as the postponement of payments of
dividends and interest on shareholders' equity until
the end of 2020 (see note 26);

* Negotiation of contracts with its free consumers;

* Negotiation of terms and deadlines established in
their contracts with gas suppliers, including Petrobras;

* Deferral of taxes and labor charges over the year, as
authorized by law.
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Since March 20
market, with the im
vention of the new Coro
mendations of the World
the population and Brazilian a

The crisis caused by Covid-19 impact
tion business, due to the market shrinkag
ses, and interruption in the supply chains, re
results in lower energy consumption and a highe

In this scenario, intervention in market policies and initia
reduction in natural gas consumption by industries and the
when compared to the same period in the previous year. On the
commercial consumption in the year of 2020 by 20% and 14%, res
previous year, naturally motivated by an increase in the use of natural

On December 31, 2020, based on the observation of the economic impacts o
the assumptions used to calculate the fair value and recoverable value of its finan

* The subsidiary Cemig GT assessed whether the greater pressure on exchange rates ¢
dity in the financial market will have a negative impact on the derivative financial instrume
its operations from risks arising from foreign currency variation. In view of the current market
tion in the fair value of the derivative instrument, which considers future projections of exchange
and the semiannual settlement of the swap were sufficient to offset the exposure to the exchange va
principal of the debt, generating a net gain of RS 4 million in income for the year ending in 2020. Long-te
tions indicate a depreciation of the dollar in relation to the current quotation, which, if confirmed, will represe
decrease in the Company's exchange variation expenses;

* As aresult of the Covid-19 pandemic, market conditions suffered negative impacts and, in these circumstances,
the fair value of the investment in Light suffered a significant reduction in the first quarters of 2020. However, the
market value of the shares recovered at the end of 2020, resulting in the reversal of the impairment on its market
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made to reduce the recoverable value of its portfolio
companies, subsidiaries, jointly-controlled affiliates,
due to the current economic scenario;

Despite the uncertainties related to the unfolding of
the crisis in the long term, the Company does not
expect that the negative effects on the projections will
jeopardize the feasibility of realizing its deferred tax
assets;

The Company's management performed a sensitivity
analysis of the fair value of financial assets and liabili-
ties, reflecting the current projected market conditions
and rates, whose impacts are presented in note No.
31 of those financial statements;

A drop in the load of the National Interconnected Sys-
tem (SIN) was noticed in 2020, especially between the
months of March to May, with a gradual recovery as
of that period. In the year to date, the energy conveyed
and the energy sold to consumers at Cemig D showed
a growth of 4.42% and a decrease of 5.31%, respec-
tively, with the second half of 2020 only showing a
growth of 10.29% in the energy conveyed and 94.66%
in the energy sold, in comparison with the same
period of the previous year, reflecting the measures
adopted to relax the conditions of social isolation;

The accumulated variation in the market of Cemig

D's captive customers, measured from the beginning
of the pandemic until December 2020, showed a
decrease of 8%. It should be noted that the effects of
financial expenditures on energy purchase by Cemig D
were minimized with the creation of Conta-Covid;

* The Company has been negotiating with its custo-
mers and suppliers of electricity and gas, in order to
preserve the liquidity of Cemig GT and of Gasmig in
the crisis period.

The impacts of the Covid-19 pandemic disclosed in its
financial statements were based on the Company’s best
estimates. Despite the impacts of the pandemic on the
Company'’s equity situation in 2020, significant impacts
are not expected in the long term.




1.1 MESSAGE FROM

[102-14] Certainly, the year 2020 will be remembered in history by its uniqueness, when
society had to deal with the effects of a worldwide pandemic, with significant impacts
on people's behavior and lives, and also relevant impacts on the economic and social
environment.

In March 2020, we created the Coronavirus Crisis Management Steering Committee,
with the objective of ensuring greater streamlining in decision-making, in view of the
rapid progress of the pandemic, with comprehensive, complex and systemic effects.
Several measures were taken to protect cash, such as the investment and expense
contingency management, postponement in the payment of dividends, and renegotia-
tion of credits receivable from customers.

One of our main priorities was to ensure the safety and health of our employees by
means of a series of actions, including the adoption of home-office for a significant
portion of our workforce and safety protocols in accordance with the guidelines of the
health agencies. for our field teams. Unfortunately, we had employees who became
victims of the pandemic; these are irreparable losses, a matter of great regret and our
heart goes to their respective families. We remain firm in our purpose that respect for
life is a non-negotiable asset at Cemig.

Our mission was to make it possible to provide quality energy to society during the pan-
demic, ensuring uninterrupted service to hospitals and other public services. In 2020,
we managed to reach the best DECS in our history, of 9.64 hours; that is an index that
measures the duration of interruptions, and this was improvement of 9.42% in relation
to the previous year.

And in this challenging environment, Cemig once again proved its resilience and the
sustainability of its operations, also in the financial side.

Our profile as an integrated company, with business diversification in the sectors of
generation, transmission, commercialization and distribution of energy, provides us
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with solidity, reduction of risks in facing adverse scenarios, and greater stability for our
results.

Even considering the economic activity downturn, with the closing down and/or partial
operation of commerce and industry for a good part of the year, we ended 2020 with

a profit of RS 2,864 million and an EBITDAS of RS 5,694 million (a 29.64% growth in
relation to 2019).

We continue on a positive path for reducing our indebtedness, and we closed the year
with a net debt/adjusted Ebitda ratio of 1.3 times, a result that demonstrates the solidi-
ty of our financial position and cash generation capacity.

These results and advances at Cemig were acknowledged by the rating agencies.

In 2020, even considering the effects and uncertainties of the pandemic, we had an
improvement in our credit ratings by Fitch and Moodys and, in January 2021, Standard
& Poors (S&P) raised our rating on two global levels, from “B" to "BB-", from “A+" to "AA+"
on the Brazilian nationwide scale, a significant increase of three levels’.

5 Equivalent Interruption Duration per Consumer Unit

6 Earnings before interest, taxes, depreciation, and amortization

1 scale for the S&P rating:

AAA  AA+  AA AA- A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CCC ccc- CcC C D




We remain seeking for continuous operational improvement and cost reduction, and
this year we managed to have our operating expenses at levels below the regulatory
limit by Aneel for tariff coverage in the distribution business, for the first time. A result
that should be celebrated and that makes us even more motivated to continue to strive
in the coming years to increase our operating margins by reducing non-technical los-
ses and defaults, with increased inspections and cuts, and other efficiency measures,
which will also allow us to achieve a EBITDA higher than the regulatory benchmark in
the near future.

In the transmission business, we were successful in the tariff review process, with the
approval of our investments and the recognition of Cemig as one of the most efficient
companies in the sector, when comparing our operating costs with that of other trans-
mission companies.

Due to the downturn in industrial and commercial activity, our energy trading business
suffered a greater impact of the pandemic, thanks to our larger customers adopting
contracts flexibility, which affected profitability in that business. These impacts were
temporary, and already in the fourth quarter of 2020, we noticed a resumption of con-
sumption at the levels expected in our planning.

We invested close to RS 2 billion in 2020 in the segments of distribution, generation
and transmission of electricity, and distribution of natural gas, and we have a robust
investment program for the coming years in our main businesses, with an emphasis on
distribution, where we intend to invest close to RS 12 billion in the next 5 years. These
significant investments will allow us to provide a better service to customers in Minas
Gerais, with an increase in the regulatory asset base and generation of higher revenue,
in addition to a reduction in expenses with operation and maintenance of assets.

Moving on with our divestment program, in early 2021, we sold our remaining stake in
Light, adding RS 1,372 million to our cash flow, thus improving our liquidity and finan-
cial capacity to carry out our investment program.

We are acknowledged as a sustainable company, concerned with the impact of our
actions on the environment and society, as we are the company that most invests in
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culture in the State. We are included in the BM&F/Bovespa Corporate Sustainability
Index and the Dow Jones Sustainability Index, which we have been included in since
1999. We are signatories to the United Nations Global Compact and have a prominent
position in several other national and international sustainability ratings, which shows
the recognition awarded to our actions in that area.

Even though we are still living with the effects of the pandemic, we expect that, in 2021,
Brazil will show signs of economic recovery, which will certainly have positive impacts
on our businesses.

The Company's management, managerial staff and skilled labor are committed and
motivated to ensure the progress and sustainability of our operations, guaranteeing an
adequate return to shareholders and meeting the expectations of other stakeholders.

We're optimists regarding Cemig's future.

In preparation for this future, we concluded the review of our strategic planning in early
2021, with the objective of “focusing to win", prioritizing the generation, transmission
and distribution regulated businesses we have control of, seeking to become a leader
in customer satisfaction, safety and optimum levels of efficiency, through modern and
sustainable management.

Additionally, in 2020 we started developing an organizational culture project, reinforcing
and enhancing our corporate values and expected behaviors, in a way that converges
with our ethical principles, in a more harmonious and productive environment.

We are grateful to our employees, shareholders and other stakeholders for their conver-
ging effort to maintain Cemig's recognition as a company of relevance and prominence
in the Brazilian electricity sector



id-19 pandemic
nomy. In general,
the companies, as well

y the pandemic, causing temporary
0 the context created by the pandemic.

| than focusing on complementing the
estrictions imposed by Covid-19. Thus, Cemig
challenges produced by the pandemic, as a way of

e Covid-19 situation;

der managers, carried out for RAS 2019;

ateriality Principle - GRI tests).

obtaining skillful information to report the performance of and potential impacts on

y reflect perennial strategic and/or operational changes:

Short- and medium-term plans;

Long-term planning.

* To find out how the company is preparing for the immediate post-Covid-19 situation;

* Aiming at pointing out how the 2020 context will influence (speeding up or delaying) existing trends. And how the
company will be prepared in the event that the crisis extends over time, and/or for recovery.
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OThe results of this exercise influenced the reporting of
some GRI Contents?, which will be pointed out throu-
ghout RAS 2020°.

Cemig believes that supplementing aimed at adjusting
the set of metrics commonly used are appropriate,

as these do not substantially alter the metrics that
have been monitored for some years by the Company.
Maintaining year-to-year comparability is important
for performance management, and for stakeholders to
make assessments regarding Cemig

8 The official version of the GRI Standard into Portuguese
translated “Disclosure” by “Contetido” (Contents): thus, this
document uses the term in capitals to differentiate its mea-
ning from its common usage.

9 The structure and content of RAS 2020 is also based on
the results of the Materiality exercise carried out for RAS
2019: “The process of defining the structure and content of
RAS 2019 was carried out through a structured exercise. This
exercised aimed at identifying and prioritizing topics (and/or
subjects) that are significant for our stakeholders and Com-
pany. Through direct consultations with interested parties
(leaders and relationship managers with different categories
of Cemig’s stakeholders), and a survey in public sources, it
was possible to identify and assess relevant and significant
topics to make up the report of the company'’s contribution to
sustainable development.” More detailed information in this
regard can be found at: [https://www.cemig.com.br/en/wp-
-content/uploads/sites/7/2020/08/ras-2019-en.pdf]



https://www.cemig.com.br/en/wp-content/uploads/sites/7/2020/08/ras-2019-en.pdf
https://www.cemig.com.br/en/wp-content/uploads/sites/7/2020/08/ras-2019-en.pdf

Before the global pandemic event, those metrics had been adequate to the Company, without drastic changes from
year to year. Considering the effects of the pandemic in the economic and social, local and global situations, Cemig
will consider making a comprehensive review of materiality for RAS 2021.

In the identification of topics and subjects of interest to stakeholders, and those related to impacts and their limits,
direct consultations with the categories of stakeholders were not carried out.

Prioritizing of the topics identified as material was carried out by applying the tests in the Materiality Principle of the
GRI Standard. Grouping up into GRI and non-GRI topics was done in two phases: (i) the consulting firm applied the
Contents of the GRI 101 (2016) standard to group up the identified topics; (ii) the results were discussed with Cemig,
which consolidated the review/grouping up of material topics.

Governance topics were not included in the prioritizing stage, as they are mandatory for reporting and are invariably a
priority for the Company.

The entire process complied with the Principles for Defining Report Contents and it has been considered that all the
requirements contained in the Materiality Principle and prescribed by the GRI Standard have been met.

[102-21; 102-40; 102-42] Regarding engagement with stakeholders, Cemig has an internal procedure for identifying,
selecting, and prioritizing stakeholders, called Stakeholder Mapping. In that procedure there are described the actions
and methods used by the Company to identify Cemig's major stakeholders, based on the following criteria: (i) respon-
sibility; (i) influence, (iii) proximity, (iv) dependence, (v) representation, (vi) strategy statement and policies. Based on
these criteria and the Communication Policy', Cemig defined the following groups as stakeholders for its Sustainabi-
lity Report:

* Government authorities; o Suppliers;

* Shareholders and investors; * The press.

* Customers;

¢ Consumers;

* Communities in general (NGOs, the society, universities, etc.);

* Employees;
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For 2020, besides the results of consultations carried
out in 2019, we consulted Cemig's top management, as
well as reviewed the sustainability context. Both con-
sultations focused on the Covid-19 pandemic, seeking
to identify (i) how the company handled the pandemic
scenario; and (ii) current trends considering that the
pandemic scenario continues to impact society and the
economy.

The external references that guided the identification of
the most relevant themes for companies in the electri-
city utilities sector support the consideration regarding
Cemig's relevant and significant topics. This also served
to indirectly determine the themes of interest and poten-
tial impacts in the following categories of stakeholders:
in-house and outsourced workforce, critical suppliers,
shareholders and investors, corporate customers, capti-
ve customers, communities potentially impacted by acti-
vity and operation, regulatory agencies, and investors.

102-43] Regarding the management of the relationship
with stakeholders, Cemig has operated continuously
throughout the years utilizing management departments
and teams dedicated exclusively to answering the de-
mands received. This practice supports the Company in
keeping a relationship with its stakeholders and efforts
to help them understand important matters related to its
activities up to date.

10 cemig SE/AS - 0012/2010 Procedure.
11 The Policy is available at: https://www.cemig.com.br/en/

wp-content/uploads/sites/7/2021/01/cemig-communication-
-policy-with-the-community.pdf


https://www.cemig.com.br/en/wp-content/uploads/sites/7/2021/01/cemig-communication-policy-with-the-community.pdf
https://www.cemig.com.br/en/wp-content/uploads/sites/7/2021/01/cemig-communication-policy-with-the-community.pdf
https://www.cemig.com.br/en/wp-content/uploads/sites/7/2021/01/cemig-communication-policy-with-the-community.pdf
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Concerning the engagement process related to the
sustainability report, and/or to the definition of material
topics, Cemig defined a progressive approach, stated in
its contract with a Consulting Firm that supports it in the
process of preparing the RAS™2.

[102-44; 102-47; 103-1] The list of material themes and
topics™ for RAS 2020 and a description of why they are
material is updated in the table below.

12 The consultancy firm proposed the methodology to be
used in the engagement for the preparation of the RAS, and
must follow the requirements of GRI (“GRI 100 Universal
Standards”); at first, every 2 years, it must carry out queries
to identify expectations, interests and needs of stakeholders,
to keep the RAS aligned with them. For RAS 2020, identifica-
tion of material themes for some categories of stakeholders
was done by means of (i) interviews with top management;
(i) media analysis; and (iii) consultations to technical sour-
ces and publications from the domestic and international
energy sector. Concerning the context of sustainability, there
was a review of documents on sustainability in the energy
sector, sustainability reports, and national/international
initiatives to which Cemig adhered was carried out, together
with documents that incorporate the outlook of domestic
regulations and international agreements relevant to the
Company. In this report, “material topics” are considered as
the grouping up categories of the GRI Standards that respond
to the organization’s material topics.

13 in this report, “material topics” are considered as the
grouping up categories of the GRI Standards that respond to
the organization’s material topics.

Material (priority) themes and topics and related Sustainable Development Goals - SDGs
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Priority material
topic

Biodiversity and Pro-
tection of Habitats

Compliance and
Ethical Conduct

Fight Against Losses

Stakeholder Cat-
egory (interest or
effect upon)

Experts and Organiza-
tions of the Sector.
Top Management;

Sustainability Com-
mittee;

Workforce;

Investors.

Sustainability Com-
mittee.

Management Strategy Report — GRI
103-1

The activities of the Company are carried out mainly on
two Brazilian biomes, the Cerrado and the Atlantic For-
est. The impacts on biodiversity and habitat protection
are mainly related to energy generation and transmis-
sion activities. Besides that, the Company manages
fresh water reservoirs over 3,500 km? in area.

The Brazilian business background has been marked
by proven cases of unethical conduct in the public and
private sectors. In this regard, compliance, ethics, and
transparency fostering initiatives have been presented
and deployed. As a semi-public corporation, Cemig
engages in and endorses these initiatives with a high
degree of priority.

Energy losses impact (i) the safety of the population
(when they result from illegal connections), (i) the
environment, 14 (iii) the Company's results, in view of
unearned revenue and operational inefficiency, and

(iv) the customers, due to the effects on the quality

of supply. In addition, the greater the losses in the
transmission and distribution of electricity, the greater
the need for energy generation and distribution, leading
to an increase in indirect greenhouse gas emissions.

GRI topic Topic boundaries
SDGs
(GRI Contents) LUCE]
Impact
SDG 14 (Life

Biodiversity (304) below water);

o

(307) land).

Environmental Compliance SDG 15 (Life on

Ethics and Integrity (102-
14 and 102-15)

Economic Performance
(201) 0

Anti-corruption (205)

SDG 16 (Peace,
Justice and Strong
Institutions).

Public Policies (415)

Social and Economic
Compliance (419)

Economic Performance
(201) SDG 7 (Afford-
able and Clean

Indirect Economic Impacts Energy);

()

Energy (302)

SDG 9 (Industry,
Innovation and
Infrastructure);

Emissions (305) SDG 11 (Sustain-

able Cities and
Customer Health and Communities).

Safety (416)



Local Communities

Financial Performance

Human Rights

Management
Efficiency

Regulatory Framework

CMIG

Top Management;

Captive Customers;

Sustainability Com-
mittee;

Experts and Organiza-
tions of the Sector;

Media.

Top Management

Specialists, Investors
and DJSI, and Sector
Organizations.

Top Management;

Experts and Organiza-
tions of the Sector;

Investors.

Top Management;

Experts and Organiza-
tions of the Sector.

Cemig supplies electric energy to an important amount
of the population in the area it works at. Therefore,
expansion of its operations is directly related to the
development of communities. On the other hand, the
proximity to generation plants and transmission and
distribution networks directly impacts local commu-
nities. Thus, engagement with communities is vital to
the activity of generation and supply of energy. Cemig
values life and addresses this topic with a high degree
of priority and relevance.

Overall, the financial performance is vital for the con-
tinuity of any business. As one of Cemig's objectives
is generating wealth and value for society through
its performance and investments, it is important that
the company should have no problems with its tax
collection and revenues.

Cemig initiated processes for considering Human
Rights in its activities in 2017, when it carried out

an exercise to identify and assess their impacts of

the Company, in its operations and in its business
relationships (e.g., in the supply chain). It has guided
its processes by the UN Guiding Principles on Business
and Human Rights, and other related benchmarks.
This includes strict legal compliance with regulations
on labor, children, forced labor, health and safety,
non-discrimination, and other legal frameworks that
aim to protect certain human rights. It has sought to
improve its processes to ensure the proper manage-
ment of its business partners with regard to preventing
adverse impacts on human rights.

Cemig has invested heavily in the efficiency of its
management. As a semi-public corporation, Cemig's
results are in the public interest and directly impact the
government and citizens of the state of Minas Gerais.
As a way of ensuring these results, Cemig's manage-
ment team is committed to fostering the Company's
operational efficiency, reliability, and resilience.

The electricity sector is linked to the regulatory envi-
ronment, which justifies its weight in the strategy and
its level of influence in Cemig’'s management, whose
focus has been efficiently deal with corporate risks
involving regulatory aspects in the industry scenario.

Cemig is aware of the importance of its business to
society, so regulatory compliance and adherence is a
fundamental guideline for Cemig.
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Customer Health and
Safety (416)

Local Communities (413)

Economic Performance
(201)

Non-discrimination (406)

Forced or Slave-Like Labor

(409)

Safety Practices (410)

Human Rights Assess-
ment (412)

Governance (102-18 to
102-39)

Economic Performance
(201)

Environmental Compliance

(307)

Social and Economic
Compliance (419)

© O

9 O

© O

o

9 O

SDG 1 (No
Poverty);

SDG 7 (Afford-
able and Clean
Energy);

SDG 11 (Sustain-
able Cities and
Communities).

SDG 8 (Decent
Work and Eco-
nomic Growth).

SDG 5 (Gender
Equality)

SDG 8 (Decent
Work and Eco-
nomic Growth).

SDG 8 (Decent
Work and Eco-
nomic Growth);

SDG 16 (Peace,
Justice and
Strong Institu-
tions).

SDG 7 (Afford-
able and Clean
Energy);

SDG 16 (Peace,
Justice and
Strong Institu-
tions);

SDG 17 (Part-
nership for the
Goals).

14 According to the Brazilian GHG Protocol Program,
“Emissions from Losses in Transmission and Distribution
(T&D) are those related to the portion of electricity lost by the
transmission and distribution systems, being applicable only
to companies that have such systems in their operations.”
According to ANEEL, “the losses refer to the generated power
that passes through the transmission lines and distribution
network, but that is not commercialized, either for tech-

nical or commercial reasons.” According to ANEEL, “The
conveyance of energy inevitably results in technical losses
related to the transformation of electrical energy into thermal
energy in the conductors (joule effect), losses in the cores

of the transformers, dielectric losses, etc. Non-technical or
commercial losses are mainly due to theft (clandestine con-
nections, direct diversion from the network) or energy fraud
(tampering with the meter), popularly known as “power hogs”,
and measurement and billing errors.” Considering Cemig’s
reality, T&D losses must be included/accounted for in Scope
2 emissions from the company’s GHG Inventory, since the
losses are a portion of the direct emissions from the “use”
(loss) of the purchased electricity (which is conveyed through
the Company T&D).



Fostering the Energy
Transition

Management of
Suppliers

Water Resource
Management

Risk Management
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Top Management;

Corporate Customers;

Sustainability Com-
mittee;

Experts and Organiza-
tions of the Sector;

Media (mediatic field).

Top Management;

Suppliers;

Sustainability Com-
mittee;

Investors;

Experts and Organiza-
tions of the Sector;

Media (mediatic field).

Top Management;

Experts and Organiza-
tions of the Sector.

The risks and opportunities arising from climate
change and technological innovations drive the tran-
sition of the energy sector to a low carbon economy.
This transition is characterized by new possibilities for
the provision of services and energy alternatives, which
include elements such as smart grids, distributed
generation, trends in the electrification of the economy,
and energy storage.

Besides that, with nearly 100% of electric energy gen-
eration made up of hydroelectric plants and with the
imminence of water crisis, the challenges of safety
and energy efficiency are heightened for Cemig.

Its operations impact on and are impacted by the ener-
gy transition, which makes this theme a material one.

Environmental, economic and social impacts arising
from the activities carried out by Cemig's suppliers
are considered indirect impacts of the Company’s
operations, which is why management of the supply
chain is vital for Cemig.

With almost 100% of the generation of electric energy
coming from hydroelectric plants, the management
of water resources is essential for Cemig's operation.
In addition, the forecast of intensification of extreme
climatic events resulting from climate change poses
significant risks for Cemig's business.

Risk management enables the insertion of diversified
outlooks in case of changes in the economic, political,
institutional, regulatory context, and others.

Risk management at Cemig is based on structured
governance, supports decision making, and has
focused on aspects such as the health and safety of
employees, suppliers, customers, the general popula-
tion and the environment, among others.

Cemig approaches risk management with a high
degree of priority and relevance.
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SDG 3 (Good

Health and

Well-Being);
Strategy(102-14 and

102:18) SDG 7 (Afford-

able and Clean
Energy);

SDG 9 (Industry,
Innovation and
Infrastructure)

Economic Performance
(201)

SDG 11 (Sustain-
able Cities and
Communities);

Energy (302)

SDG 12

(Responsible

Consumption
Emissions (305) and Production);
SDG 13 (Climate
Action).

SDG 12

Environmental Supplier (Responsible

Assessment (308) Consumption and
Q Q Production);

Social Assessment of EeDr(ssf:i; Ezftrﬁe

Suppliers -414 Goals).

Economic Performance

(201)
SDG 6 (Clean
Water and Sani-
tation).

Water and Effluents (303)

Strategy (102-14 and

102-15);

Governance (102-18 to

102-39) SDG 9 (Industry,
Innovation and

Economic Performance Infrastructure).

(201)

Indirect Economic Impacts
(203)




People Management

Governance of ESG
aspects

Research, Develop-
ment and Innovation

Quality of Energy, and
Customer Satisfaction
and Loyalty

CMIG

Top Management;

Sustainability Com-
mittee;

Experts and Organiza-
tions of the Sector;

Workforce.

Top Management;

Experts and Organiza-
tions of the Sector;

Investors.

Experts and Organiza-
tions of the Sector;

Top Management;
Captive Customers;
Corporate Customers;

Sustainability Com-
mittee.

People management is fundamental to fulfilling Ce-
mig's mission and achieving its vision. Cemig's people
management model is based on both strategic plan-
ning and the Human Resources Policy, which guide
human resources initiatives and programs geared at
people management, with the objective of adding value
to the business, aiming at gaining efficiency and at
quality assurance and availability of staff to provide
services to consumers and the population of Minas
Gerais. People management includes aspects such as
training and increased productivity, meritocracy, ac-
countability and the health and safety of its employees.
Itis highly relevant to the company, which seeks to add
value to its businesses through it.

The focus of Cemig's strategy is to allow for a balance
between the economic, financial, environmental and
social aspects, in order to continuously contribute to
sustainable development. This supports a structured
governance and aims at contributing to improve its
relationship with shareholders, customers, employees,
the society and other interested parties.

The development of innovations in products and
processes is a fundamental part of Cemig's activities,
which have an important role in the technological
research and development of solutions for the gener-
ation, transmission, and distribution of electric energy.
The positive impacts that these solutions have on the
electricity sector and on society make this a material
issue for the Company.

The supplying of energy is Cemig's core business;
and the quality of the service offered is an essential
condition for the continuity of that business. Energy
quality is measured by indicators of interruption in
energy supply and Cemig is subject to minimum
standards required by the regulatory body and ex-
pected by its customers. Besides that, with the grow-
ing migration of customers from the energy sector
to the free market, there is a greater decision-making
power on energy purchasing.

In that regard, the quality of energy, as well as cus-
tomer satisfaction and loyalty, is a material theme
for Cemig.
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Employment (407)

Training and Education
(404)

Diversity and Equal Oppor-
tunities (405)

Non-discrimination (406)

Governance (102-18 to
102-39)

Economic Performance
(201)

Indirect Economic
Impacts (203)

Indirect Economic Impacts
(203)

Organization profile (102-1
to 102-13);

Strategy(102-14 and
102-15)

Economic Performance
(201)

Indirect Economic Impacts
(203)

Local Communities (413)

Customer health and
safety (416)

Customer Privacy (418)

9 O

9 O

SDG 4 (Quality
Education);

SDG 5 (Gender
Equality);

SDG 8 (Decent
Work and Eco-
nomic Growth);

SDG 10
(Reduced
Inequalities).

SDG 8 (Decent
Work and Eco-
nomic Growth);

SDG 9 (Industry,
Innovation and
Infrastructure)

SDG 12
(Responsible
Consumption and
Production);

SDG 17 (Part-
nership for the
Goals).

SDG 7 (Afford-
able and Clean
Energy);

SDG 9 (Industry,
Innovation and
Infrastructure).

SDG 7 (Afford-
able and Clean
Energy)

SDG 9 (Industry,
Innovation and
Infrastructure);

SDG 11 (Sustain-
able Cities and
Communities).



Experts and Organiza-

Cybersecurity tions of the Sector.
Experts and Organiza-
tions of the Sector;

Population Safety

Media.

Top Management;

Workforce Health and
Safety

Sustainability Com-
mittee;

Cybersecurity deals with a set of actions, tools and pro-
cesses that aim to protect against cyber attacks, and is
fundamental for the Company and its stakeholders.

As previously mentioned, because of its role as the
major energy supplier in the state of Minas Gerais,
Cemig has access to data on thousands of individuals
and legal entities. Ensuring the protection and integrity
of this data is essential, especially since the protection
of its digital processes contributes to preventing cyber
attacks, which harm its controls and systems.

The safe use of energy is a relevant matter for Cemig
because it comprises issues of health and safety is-
sues for costumers and the general population. Cemig
is aware of the risks and dangers inherent in the use of
the power system by the population and is dedicated
to preventing and monitoring the occurrence of acci-
dents throughout its concession area. Respect for life
is one of its values, and efforts to promote the safety of
the population are a priority for the Company.

Transmission and distribution networks pose a high
risk to the security of their operators. The health

and well-being of the workforce suffer impacts from
Cemig's operations and impact the Company’s results.
In this situation, caring for the health and safety of the
workforce is a material issue for Cemig.
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SDG 16 (Peace,
Customer Privacy (418) Q Q gijrztr‘%eﬁggtu,

tions).
Customer health and
safety (416)
SDG 3 (Good
Health and
Well-Being);

Customer Health and
Safety (403)

SDG 8 (Decent
Work and Eco-

nomic Growth).

The GRI index, placed at the end of the document,
presents the sections and pages where these topics are
covered.

102-49] The comparison of the set of material topics for
Cemig (RAS 2019 and RAS 2020) is a highlight of the
table below. It is noteworthy that there were no signifi-
cant changes regarding the limits of impacts related to
the topics.



Priority material topics in RAS 2019 and RAS 2020

RAS 2019 priority material topics RAS 2020 priority material topics ) )
Research, Development and Innovation Management of Suppliers

Biodiversity and Protection of Habitats Biodiversity and Protection of Habitats Protection against Losses Water Resource Management
Compliance and Ethical Conduct Compliance and Ethical Conduct Quality of Energy Risk Management
D_evelopment of Local Communities and Fight Against Losses Customer Satisfaction and Loyalty People Management
Risk Management
Management Efficiency Local Communities Cybersecurity Governance and ESG aspects
Energy Efficiency Financial Performance Workforce Health and Safety Research, Development and Innovation

Quality of Energy, and Customer Satisfac-

Fostering the Energy Transition Human Rights tion and Loyalty
Management of Suppliers Management Efficiency Cybersecurity

Water Resource Management Regulatory Framework Population Safety

People Management and Development Fostering the Energy Transition Workforce Health and Safety

TG SUSTENTABILIDADE 2020 m



1.3 OUR HGURES 2020

Historical series of major indicators

General Data

Number of consumers (millions)

Number of employees

Number of municipalities ser-
viced

Concession area — km?

FEC — number of interruptions

DEC - duration of interruptions
in hours

Number of plants in operation

Installed capacity — MW

Extension of transmission lines
—km

Total extension of distribution
grids — km

2018

8,408

6,083

774

567,478

5.06

10.05

89

6,07

493

536,569

2019

8,637

5,596

774

567,478

506

10.62

88

6,02

4,93

539,807
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2020

8,698

5,254

774

567,478

505

9.64

89

6,086

4,93

545,706

Urban extension of distribution
grids — km

Rural extension of distribution
grids — km

Environmental Aspect

Funds invested in the environ-
ment — RS million

Fleet consumption by renewable
fuel (GJ)

Installed capacity free from GHG
emissions (%)

Total water consumption — m3

Direct emissions of CO2 — tCO2e

Funds invested in environmental
R&D - RS million

108,576

410,486

2018

48

139,114

98

266,618

35,6113

109,977

429,83

2019

55

144916

100

254,094

51,938

22

111,995

433,711

2020

36.5

128,026

100

172,672

11,419



Historical series of major indicators

Social Aspect 2018 2019 2020

Average training hours per

37.88 56.52 14.85
employee

Total of funds invested in in-
house and external social indica- 12,287 13,5978 12,146
tors — RS million

Accident frequency rate — in-

0.91 1.03 1.31
house employees

Accident frequency rate — con-

1.71 1.76 1.75
tractor employees

15 Amount adjusted according to the 2020 Financial Statement.

1.4 AWARDS, ACKNOWLEDGMENTS AND
VOLUNTARY COMMITMENTS

1.4.1 AWARDS AND ACKNOWLEDGMENTS

In 2020, Cemig's environmental, economic, social and governance performance was
evaluated and acknowledged by the major sustainability indexes of stock exchanges
and specialized agencies.
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DOW JONES SUSTAINABILITY WORLD INDEX - DJSI WORLD

Cemig has remained on the select list of the Dow Jones Sustainability Index (DJSI
World) for 21 consecutive years, as it was also selected for the 2020/2021 period.

For further information on DJSI World, go to https://www.spglobal.com/esg/csa/csa-
-resources/djsi-csa-annual-review.

CORPORATE SUSTAINABILITY INDEX - CSI B3

The Corporate Sustainability Index - ISE B3 includes Cemig in the composition of its
portfolio in force in 2021, acknowledging the company's commitment to good sustai-
nability and corporate governance practices. It is 16 consecutive years appearing in ISE
B3.

The new portfolio comprises 46 shares, from 39 companies in 15 sectors. Together,
the companies add up to RS 1.8 trillion in market value, 38% of the total market value of
companies with shares traded on B3, based on the closing of November 25, 2020. For
further information on ISE B3, go to http://iseb3.com.br/.

FTSEAGOOD GLOBAL INDEX

Cemig was selected for the 4th consecutive year for inclusion in the FTSE4Good Global
Index, one of the important international indexes that assess environmental, social and
governance performance (ESG) of companies.


https://www.spglobal.com/esg/csa/csa-resources/djsi-csa-annual-review
https://www.spglobal.com/esg/csa/csa-resources/djsi-csa-annual-review
http://iseb3.com.br/

On a scale of zero to five, Cemig obtained an overall score of four, higher than the
performance of the world average in the utilities sector. It was awarded the maximum
score in three criteria: risk management, climate change and labor practices. For fur-
ther information on the FTSE4Good Global Index, go to https://www.ftserussell.com/
products/indices/ftse4good.

2021 SUSTAINABILITY YEARBOOK

Cemig was listed in the bronze category of the Sustainability Yearbook 2021, one of the
world's most prestigious publications on corporate sustainability. The 2021 selec-

tion achieved a record number of 7,032 participating companies, broken down in 61
industries. Cemig took 15th position, after 220 companies in the power industry were
evaluated. The scores obtained in the evaluation conducted by S&P Global are also

a key factor in the selection of the DJSI. For further information, go to https://www.
spglobal.com/esg/csa/yearbook/

CARBON EFFICIENT INDEX - ICO,

Cemig is part of B3's Carbon Efficient ICO2 Index portfolio, from 01/04/2021 to
04/30/2021. The index, which rebalanced every four months, is made up of actions
from companies included in the IBrX100 index that have been appraised and selected
for their transparent practices regarding their greenhouse gas emissions(GEE). For
further information on IC0O2, go to http://www.b3.com.br/pt_br/market-data-e-indices/
indices/indices-de-sustentabilidade/indice-carbono-eficiente-ico2.htm.

DISCLOSURE INSIGHT ACTION - CDP

Cemig achieved the maximum double rating on the CDP's “A List", for ensuring water
security and for its commitment to combating climate change. The company, which
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in the past year had already achieved excellence in water risk management, for the
first time obtained an ‘A’ rating also in climate management. Thus, it becomes one of a
select number of global companies with an ‘A’ rating on both CDP lists, after over 5,800
organizations were evaluated. For further information on CDP, go to https://www.cdp.
net/en/.

MSCI ESG RESEARCH

Ranked in the "AA" Leader category for the sixth consecutive year, within a scale ran-
ging from “CCC" to "AAA". For further information on MSCI ESG, go to https://www.
msci.com/our-solutions/esg-investing/esg-ratings.

2020 TRANSPARENCY TROPHY

For the 16th time, Cemig won the Transparency Trophy in the “Publicly Traded Compa-
nies with Net Revenue above RS 8 billion” category, carried out by the Brazilian Natio-
nal Association of Finance, Administration and Accounting Executives (Anefac), with
technical analysis by the Foundation Institute for Accounting, Actuarial and Financial
Research (Fipecafi) and sponsored by Serasa Experian.

The winning companies in both categories - with net revenue above and up to RS 8
billion - were selected after an analysis of the quality of the financial results information
presented to the market, which are public and serve as a basis, so that those interested
in investing can safely do so, thereby reducing the risks of their decisions. For further
information on the 2020 Transparency Award, go to https://www.anefac.org/transpa-
rencia.

“AWe believe in transparency to generate value for the market and we will continue to strive to alwa-
ys do our best. We thank our workforce for leading us to this acknowledgment”.

Reynaldo Passanezi, Cemig's President — in Oct/2020


https://www.ftserussell.com/products/indices/ftse4good
https://www.ftserussell.com/products/indices/ftse4good
https://www.spglobal.com/esg/csa/yearbook/
https://www.spglobal.com/esg/csa/yearbook/
http://www.b3.com.br/pt_br/market-data-e-indices/indices/indices-de-sustentabilidade/indice-carbono-
http://www.b3.com.br/pt_br/market-data-e-indices/indices/indices-de-sustentabilidade/indice-carbono-
https://www.cdp.net/en/
https://www.cdp.net/en/
https://www.msci.com/our-solutions/esg-investing/esg-ratings
https://www.msci.com/our-solutions/esg-investing/esg-ratings
https://www.anefac.org/transparencia
https://www.anefac.org/transparencia

TOP 100 GREEN UTILITIES:

Cemig occupies the 23 position in the ranking of

the top 100 power generation companies that utilize
practices focused on renewable sources energy and
the reduction of greenhouse gas emissions. For further
information on the Top 100 Green Utilities, go to http://
www2.energyintel.com/Green_Utilities_Report_2020.

1.4.2 VOLUNTARY COMMITMENTS

[102-12] Cemig is a signatory and supporter of and participant in several domestic and international initiatives to
boost its commitment and contribution to sustainable development, guide the practices of its administrators, tax
advisers, employees, interns, contractors and subcontractors, business partners, suppliers, and service providers. The
following voluntary commitments stand out:

* Since 2007, Cemig has been a company participating in the Carbon Disclosure Project (CDP);

* Since 2009, Cemig has become a signatory of the accession charter to the United Nations (UN) Global Compact;

* Since 2017, Cemig has become a signatory of Ethos Institute’'s Business Pact for Integrity and Against Corruption;

* In 2020, the Company entered the Alliance for Climate Action (ACA-Brazil). That is a coalition of players from
several sectors of society, such as corporate leaders, investors and state and municipal governments to boost the
subnational climate agenda.

CMIG AR S1N SUSTENTABILIDADE 2020
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2 BUSINESS MODEL

[102-1;102-2; 102-5] Companhia Energética de Minas Gerais S.A. (Cemig) is a mixed-
-capital and publicly-traded company that is controlled by the state of Minas Gerais,
holding 50.97% of the Company's common shares. The Federal Government, through
BNDES'® Participagbes S.A. - BNDESPar, holds 11% of the common shares. The Com-
pany's shares are traded at the Sao Paulo, New York and Madrid stock exchanges. The
Company's market value on 31/Dec/2020, was approximately RS 23 billion.

[102-3; 102-4] The Cemig Group is headquartered in Brazil, in the city of Belo Horizon-
te, Minas Gerais, and is responsible for providing services to over 30 million people

in 805 municipalities in the Brazilian states of Minas Gerais and Rio de Janeiro™. Its
operations include the management of the largest power distribution network in South
America, over 545 thousand kilometers long. Cemig's generation and transmission
businesses reach 25 Brazilian states and the Federal District

As of December 31, 2020, the Cemig Group was comprised of 185 companies, 14
consortiums and two Private Equity Interest Funds (FIPs)'®. The Company is for-
med by its wholly owned subsidiaries, Cemig Distribuicdo S.A. and Cemig Geracao
e Transmissao S.A. Also Cemig holds a 22.6% interest in the capital of Light S.A,,

in which it participates in the control block, and also holds a 21.68% interest in the
capital stock of Transmissora Alianga de Energia Elétrica S.A., Taesa, thus granting
it control of the company. Cemig Holding's interest in the capital of subsidiaries and
affiliates are displayed in the figure below.
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ANNUAL AND SUSTAINABILITY Riidi]i{ Wdi¥d1

Cemig Group’s Organizational Chart

COMPANHIA ENERGETICA DE MINAS GERAIS

LIGHT CEMIG D CEMIG GT
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16 Brazilian National Bank for Economic and Social Development.

17 In Minas Gerais alone it is 774 municipalities. As of January 2021, the 31 municipalities in Rio
de Janeiro are no longer served by Cemig.

18 in January 2021, Cemig sold its 22.6% equity interest in Light's capital, a company that works in

energy distribution to Rio de Janeiro and a further 32 municipalities of the state. In February 2021,
the Cemig Group was made up of 176 Companies, 14 Consortiums and two FIPs.



The Company supervises the management and develo-
pment of subsidiaries and affiliates by an active partici-
pation in their management bodies, following the criteria
of good corporate governance and ensuring compliance
with their business plans.

Cemig is recognized for its size and technical competen-
ce, and is the largest integrated company in the power
sector in Brazil. In Minas Gerais, it accounts for 96% of
the concession area, with over 8,600 consumers in 774
municipalities. It is also (i) the largest supplier of energy
to free customers in the country; (ii) the third largest
generator group; (iii) the second largest transmitter; and
(iv) the largest distribution group in Brazil.

In carrying out its activities, Cemig seeks to create value
for its shareholders, employees, suppliers, and society.
Investments in expanding energy distribution and a
commitment to the quality of customer service subs-
tantiate Cemig's strategic vision, which is based on the
principles of sustainability and social and environmental
responsibility.

Cemig's main elements are the following:

* The technical capacity and quality of its workforce,
acknowledged both domestically and internationally
for its expertise;

* Natural resources, mainly water, as a large part of its
nameplate capacity comes from hydroelectric plants;

* The financial resources of the government and other
shareholders required for the development of the
business;
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* Inputs provided by suppliers and customer, consumer,
and local community loyalty.

The diagram below shows how Cemig's management
and governance structures can have significant impacts
on natural, physical, financial, social, and relational,
human, and intellectual capital.

Value-Generation Diagram

INTERNAL POLICIES
AND DIRECTIVES

MISSION, VISION
AND VALUES

Human and
intellectual

capital MASTER
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Natural
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Manufactured
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O
O
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capital

CORPORATE GOVERNANCE

Cemig's management system follows the guidelines
stated in its strategic foundations, mission, vision, and
values. It is geared towards successfully leading and
operating the Company's organization and was desig-
ned to continuously improve its performance. Below are
these guidelines, which were updated and approved by
the Board of Directors.

Value
creation

Expansion of
energy
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Comittment to
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» Mission: provide clean and accessible energy integra-
ted solutions to society, innovatively, sustainably;

 Vision: to be among the 3 best integrated electric
power groups in Brazil regarding governance, financial
health, asset performance, and customer satisfaction;

» Values: The organizational values stand for the
beliefs and attitudes that give personality to Cemig's
relationship with stakeholders.

Cemig Values

Respect to life: act prudently and prevent accidents
in any situation.

Integrity: act ethically, transparently and honestly.

Value generation: provide solutions for the well-being
and prosperity of customers, shareholders, em-
ployees, suppliers, and society.

Sustainability and social responsibility: supply safe, cle-
an, and reliable energy, contributing in a sustainable
way to economic and social development.

Commitment: act with responsibility, enthusiasm,
dedication, and in a proactive way.

Innovation: be creative and seek new solutions to the
challenges faced by the company.
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Cemig assesses its management using several tools
and processes. First of all, it is important to note that

a part of the Company's business processes are cer-
tified in the ISO 9001 (Quality Management System),
ISO 14001 (Environmental Management System)

and OHSAS 18001 (Occupational Health and Safety
Management System) standards. The organization’s
processes certified in these standards undergo periodic
internal and external audits that assess compliance with
regulatory requirements. In general, the audit processes
promote actions to improve management; these are

an important way to assess the full functioning of its
management practices, as well as compliance with its
indicators and meeting the interests of its most critical
stakeholders.

Cemig also has a business strategy management
sector that, together with representatives of the various
processes, assesses the internal and external environ-
ments, periodically drafting and reviewing the corporate
mission, vision, and values, as well as its short and

long term objectives. When carrying out the analysis of
the business background, the Company assesses its
management; this is sometimes helped by specialized
consultants and uses corporate models (benchmarking)
data as a basis for these analyses.

Also, strategy management constantly monitors the
system of objective-linked performance indicators, one
of the major ways of assessing management.

Cemig annually participates in several national and
international sustainability rating initiatives, to obtain as-
sessment and validation of recognition for its quality and
sustainability practices. Participation in ratings helps
the organization to be in line with the best management
practices, adapting to global trends, and using the inputs
of this participation to improve its management.

Another way the organization has of assessing and
adjusting its management tools is customer satisfaction
surveys. Considering only Cemig D, there are two major
forms of gathering customer perception on corporate
processes: (i) Aneel Consumer Satisfaction Index (IASC)
survey carried out by Aneel; and (ii) the Perceived Quality
Satisfaction Index (ISQP) coordinated by Abradee.

These surveys provide important information about the
organization's management. The surveys are held at
different times of the year and have specific methodo-
logies, thus allowing the company to understand which
aspects of management need to be improved. The re-
sults are evaluated by the teams in charge of the effort,
and those teams produce improvement actions accom-
panied periodically by the Company's top management.

EEEN



2.1 OPERATIONS

RENEWABLE INDUSTRY, INNOVATION 12 RESPONSIBLE
ENERGY ANDINFRASTRUCTURE CONSUMPTION

L

®

~
7N

[102-7;102-10] In late 2020, the Company had 89 plants,
82 of which were hydropower ones (40 UHEs, 32 PCHs
and 10 CGHs)™, a photovoltaic plant and 6 wind parks.
The installed capacity totaled 6,086 MW?2°, which amou-
nted to a 1.1% increase in relation to the Company's
installed power in late 2019. In the domestic power ge-
neration segment, Cemig GT is one of the largest electric
energy generators in Brazil, with a 2,303 MW installed
capacity.

100% OF CEMIG’S INSTALLED
CAPACITY COMES FROM
RENEWABLE ENERGY SOURGES.

19 HPp (Hydroelectric Power Plant), SHP (Small Hydroelec-
tric Plant) and HGP (Hydraulic Generating Plant).

20 patum considering all plants from Cemig and the holding
companies in which it has an interest.

21 installed capacity is given in its participation share of
Cemig in the project.
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Installed Capacity per Plant

Power Plant (MW)

Emborcacao
Nova Ponte
Irapé

Trés Marias
Salto Grande
Queimado
Rosal

Sa Carvalho
ltutinga
Camargos
Santo Antbnio
Belo Monte
Aimorés
Amador Aguiar |
Amador Aguiar Il
Funil

Igarapava
Edlicas
Geragao Light
Baguari

Outras
TOTAL

Installed Capacity
1192
510
399
396
102
83,6
55
78
52
46
553,4
1376,2
148,5
94,4
82,6
81
49,75
115,2
268,3
47,6

355
6086




Cemig’s power generation complex

Installed Capacity (MW) Net Generation (MWh)

Source
2020 | % | 2019 | % 2020 % 2019 %
Water 5,969.4 98.18 5,903.4 98 12,549,147 98.7 13,208,158 98.5
Wind 115.2 1.9 115.2 1.1 157,295 1.9 152,818 1.1
Solar 1.4 0.02 1.4 0.02 1,112 0.09 1,381 0.01
Total 6,086 100 6,02 100 12,707,554 100 13,407,445 100
Energy transmission carried out by Cemig GT is made via Cemig D is the Cemig Group’'s company in charge of
a 4,927-km-long transmission network? including 39 subs- operating the distribution network. With an area of
tations strategically distributed over its area of operation. operation covering 774 municipalities in Minas Gerais,
The table below shows the makeup of the transmission Cemig D has 545,706 km of distribution networks - inclu-
network by voltage level. ding medium, low and high voltage networks (MV, LV and

HV, respectively).

Cemig’s Power Transmission Lines 2020 S
Cemig’s Distribution Lines in 2020=

Voltage Level (kV) Total Extension (km) :
_ Extension

230 767.129 Kind of Network - - g
EES L2 Urban Aerial Networks 41,016.62 67,658.07  934.23
500 21814 Rural Aerial Networks 398371.59  18771.02  16502.29
Total 4,927 Urban Underground Networks 327.23 2,059.24 0

Rural Underground Networks 0 66.42 0

22 Electric Sector GRI EU-04 Total (km) 545,706.71

23 Electric Sector GRI EU-04
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Cemig has been consolidating its shareholding in several significant companies in the national energy sector,
including working on the exclusive distribution of piped natural gas throughout the territory of Minas Gerais by

grant or concession.

The Company had 5,254 in-house employees in 2020. Further information on the organization size can be found
in the Economic Performance chapter.

Where we are

a [ X )
- ) < oo
000 Pl e .____FB
( X ) o0 PE
© o o O s
L3 () : ()
(X ) o
.GO :G
- oeo ®° Tridngulo
.S? 000
.PR
o .....!___39.
OO Midwest
- % % % Mantiqueira
ol @ ol o

GENERATON TRANSMISSION GENERATOIN CUSTOMERS

Operating area — Cemig D
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22 STRATEGY 1 )  Energy transition

The guiding principles of strategic planning (mission, A Technological revolution
vision, and values), as well as the guidelines, goals, and 2 l@' after the meter
initiatives of Cemig and its businesses, support the de-
ployment and conducting of its business strategy. 3 New entrants and
> business models
[102-26] Pursuant Law No. 13,303/16 and State Decree

(MG) No. 47,154/17, the Executive Board is responsi- 4 '@' Reinventio of traditional utilities
ble for presenting the strategic planning to the Board _ )
of Directors, which is responsible for approving (i) the 5 % Evolution of regulation

business plan for the following fiscal year, and (ii) the

updated long-term strategy with analysis of risks and

opportunities for at least the next 5 years. The Executive

Board is responsible for preparing the proposal for the Cemig's Strategic Plan aims to speed up the transforma-
annual review of strategic planning and forwarding it to tion, based on five main pillars:

the Board of Directors for consideration.

MAXIMUM EFFICIENCY

In January 2021, Cemig's Board of Directors approved | y o

i i ] ncrease current business profits, with an
the review of the Company'’s strategic planning for the Impact on EBITDA and a reduction of risks
2021-2030 cycle.

100% DIGITAL VALUE CREATION
In analyses carried out on the external environment five Digitize and transform processes and 2 4 Invest to upgrade core businesses,
. X . L ' Interactions with costumers Expand business performance and development,
major transformational trends in the electric industry for future creation of superior value

were identified, which will impact the Company'’s strate-
gies, requiring greater efficiency, greater customer focus
and increased competitiveness: 5 STREAMLINED MANAGEMENT WITH SAFETY

DELIGHT THE CUSTOMER .| Implement management with private,

modern, sustainable logic and a

Transform the customer experience
A resulfs culture

in order to become the best company
1 costumer satisfaction

omie  FINNTTESAENLE REPORT 2020



Some of the challenges identified in each of the pillars
are:

1. Put the customer at the center to transform their
experience on the journey;

2. Modernize platforms and infrastructure; automate,
integrate and enable analytical capacity; boost digital
skills;

3. Reduce operating costs; modernize assets; increase
productivity; increase/recover revenue; maintain levels
of quality and continuity within regulatory limits;

4. Invest in strengthening and expanding current busi-
nesses and exploring new opportunities; execute the
divestiture plan;

5. Implement management with a private, modern logic,
by reinforcing ESG practices and with a culture focu-
sed on results.
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The strategy was detailed for Cemig, its main businesses, companies and key enablers, in order to allow the delivery

of results:
CEMIG- ‘Foscus and Win!’
I I I I
Geration Transmission || Distribuifion SHicy DIS"IbUI.Ed Gasmig DesIrwes“.memsInnovcﬂion
Generation

Information Technology

Corporate Enablers

| Regulatory/Corporale

|
|
Streamlined management with safety |
|

The monitoring dynamics of the Plan are based on our strategic ambition and guidelines and, as a pathway, the
strategic pillars and enablers defined for the holding and the businesses (2021-2030). The target is the indicators and
goals to be achieved and the strategic initiatives are responsible for helping to realize results.

- Sirategic
Ambition Guidelines

The strategy was deployed for the different areas of
the Company through action plans, projects, initiatives
and indicator panels, linked to the strategic deliveries of
2021. There will be a follow-up by means of systematic
meetings throughout the year.

CEMIG Enablers
Pillars

ail Lk

A Results Delivery Office (EER) was set up, which will
be responsible for monitoring action plans, projects,
initiatives and results of the Company'’s key indicators.
EER will report directly to top management on the reach
of the Strategy.



CEMIG D'S RESULTS PLAN

In order to achieve the objectives laid down by sectoral
regulation, Aneel developed, in 2016, a new inspection
model called Strategic Inspection?, based on the best
practices of the regulatory agencies that are members of
the Organization for Economic Co-operation and Develop-
ment - OECD).

Using this methodology, the Agency aimed at contributing
to the solution of the problems detected in the inspec-
tion processes, seeking regulatory compliance for its
concessions (by exchanging the punitive approach for a
preventive one involving participation and collaboration
with companies).

Cemig D participated in the first cycle of the Results Plan
(September 2017 to October 2019), and showed it needed
to improve in five indicators:

* Quality in energy supplying;

* Commercial quality;

* Customer service in the countryside;

» Safety indicators;

* Economic and financial sustainability indicators.

24 For more information, go to: http://www2.Aneel.gov.br/
arquivos/PDF/ficalizacao_estrategica-evento-03-03-2016.pdf
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In October 2019, the Company started a new cycle of

the Results Plan (presented by Aneel), with end date for
September 2020, and focused in two indicators, for the
others had already shown performance improvements:

* Connection with works: monitoring of the performance
of the Distributor Utility in meeting requests for initial
supply and charge increase, with the need for works.
Indicators that measure the average term of studies,
budget for the works, and the average term of execu-
tion are monitored. The goals are that the average term
of studies in arrears must be less than or equal to 39
days, and the percentage of works carried out after the
deadline must be less than or equal to 5%;

* Continuity of supply: assesses the quality of the servi-
ce provided by the Distributor Utility and compliance
with regulatory aspects regarding duration and fre-
guency of interruptions and the time taken to respond
to incidents. The goal is to reach 158 sets?® within the
DEC limit and 246 sets within the FEC limit, in addition
to complying with the global concession indicators.

The results achieved were the following:

* Connection with construction works: Cemig presented
values lower than the targets forecast in the Plan for
all indicators;

* Continuity indicators: Cemig was able to increase the
number of sets with DEC within the limit and improve
the FEC indicator of the sets, however, without rea-
ching the expected targets.

Due to the result obtained, Aneel considered that, for

the topic of Continuity of Supply, the performance was
partially satisfactory and should be continued through the
monitoring of a new cycle (2020 to 2021).

25 Sets are the subdivisions that Aneel uses to monitor
the continuity indicators of a concessionaire. They are
usually related to the number of substations and consu-
mers. In the case of Cemig D, there are 295 electrical sets.
For more information, go to: https://www.Aneel.gov.br/
documents/656827/14866914/M%C3%B3dulo_8-Revis%-
C3%A30_10/2f7cb862-e9d7-3295-729a-b619ac6baab9

DIVESTITURE PROGRAMS

[102-10] Currently, Cemig's strategy for participation
aims to maximize value and capital recycling based on
three pillars:

* Divestitures: non-strategic assets with low synergy
and opportunistic offers;

* Expansion: through specific companies and the re-
newal of concessions for some plants;

* Management: by leveraging synergies, capital structu-
re and distribution policy, and improving governance.


http://www2.Aneel.gov.br/arquivos/PDF/ficalizacao_estrategica-evento-03-03-2016.pdf
http://www2.Aneel.gov.br/arquivos/PDF/ficalizacao_estrategica-evento-03-03-2016.pdf
https://www.Aneel.gov.br/documents/656827/14866914/M%C3%B3dulo_8-Revis%C3%A3o_10/2f7cb862-e9d7-3295-
https://www.Aneel.gov.br/documents/656827/14866914/M%C3%B3dulo_8-Revis%C3%A3o_10/2f7cb862-e9d7-3295-
https://www.Aneel.gov.br/documents/656827/14866914/M%C3%B3dulo_8-Revis%C3%A3o_10/2f7cb862-e9d7-3295-

The above pillars can be affected by external factors,
especially the divestiture one, due to specific risks asso-
ciated with each business, such as performance (techni-
cal, operational, commercial and financial), market risks,
sectoral risks, and domestic and international macroeco-
nomic risks (for example, market volatility). In addition,
the completion of divestiture operations depends on the
favorable evolution of negotiations with potential inves-
tors, according to the conditions of possible transactions.

The review of the Strategic Planning will include the new

drives for investments and divestitures of the Cemig
Group.

2.3 INNOVATION

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

&3

[103-2: 203; 103-3: 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 allows for the creation of goods and
services capable of bringing benefits to the whole society,
such as access to quality energy, based on a clean, diver-
sified and reliable energy matrix.
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Transformational trends in the energy sector, such as
energy transition and a greater main role for consumers
in the electrical system, demand an expansion of the
strategic focus on innovation.

Thus, in 2020, Cemig focused on rethinking its innovation
model, resulting in the following initiatives:

* Creation of an innovation core integrated with the
Strategy area, to coordinate innovation management
processes, analyze scenarios, prospect technologies,
provide solutions that add value to the Company's
business, promote the interaction of the Company
internally and with other organizations aiming at the
creation of innovation networks, and encourage the
creation of innovation platforms connecting people in
environments conducive to experimentation;

* Development of Cemig's Innovation Policy, and the
innovation strategy and plan. These documents will
have to be approved by the Executive Board;

* Formation of a portfolio of ongoing innovation pro-
jects, considered as strategic, based on a survey by
the innovation core together with the business areas.

In order to carry out its innovation strategy, Cemig values
its technological partnerships entered into between the
Company and universities, other companies in the indus-
try, research centers, the community, etc.

In 2020, negotiations to establish new partnerships were
intense. The intensification of meetings using digital
means, due to the pandemic, allows for the expansion of
preliminary contacts with proponents. However, new part-

nerships have not been consolidated, as new innovation
projects were not concluded in 2020.

RESEARCH AND DEVELOPMENT

Cemig annually invests part of its net operating revenue in
Research and Development in the electricity sector. Thus,
Cemig has a Research and Technological Development
(R&D) Program, which has been in force since the 1990s
and includes (i) the development of incremental techno-
logy projects that are responsible for generating gains in
operational efficiency and cost reductions, and (ii) initiati-
ves of a radical or disruptive nature, capable of supplying
radically new products.

As a result of this Program, new methodologies, pro-
cesses, software, materials, devices, and equipment are
produced that are geared at improving the electrical sys-
tem and the operating process, in addition to increasing
personal and property safety.

Cemig's R&D consists of a range of projects on different
topics and lines of research. Technical tender documents
are published annually presenting Cemig's requirements
for attracting proposals. The proposals received are
assessed by the Company'’s technical staff through tech-
nological forums. These proposals are transformed into
projects developed by a network of partners, yielding from
prototypes of cutting-edge technologies to the licensing
of products with marketable potential.



In 2020, a new project was contracted by means of a specific call for proposals of inno-

vative solutions for notification devices in case of dam emergencies, opened in 2019. The

table below shows information on the contracted project and its progress in 2020:

R&D projects contracted in 2020

Project Number Title

Objective

Project Total

Amount Paid in 2020
Amount

Individual Notification Device (DIN) intended to alert

Individual Notification Device
(DIN) in case of Dams Emer-
gencies

GT656

residents of risk areas in the event of emergency events,
including the deployment of a pilot project in a small-
sized and a large-sized region, last RF mile, gateways,

RS 5,359,388.60 RS 1,568,965.73

backhaul, network management, and web application.

Since 2006, Cemig leverages Lei do Bem (Law No. 11,196/05) in its favor, which
makes it possible to deduct the amount corresponding to the sum of expenditures on
technological research and innovation projects from income tax due. For projects to
be considered for this benefit, Cemig must identify those resulting from the design
of a new product or process, as well as those responsible for gains in quality or pro-
ductivity via incremental improvements to its processes. Since it started complying
with the law, Cemig has obtained R$ 98 million in taxes due deductions. In 2020, R$
8 million was deduced.
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As a measure of its efforts in innovation, the Company uses the INOV indicator, which
translates as the relationship between the total investments made in R&D and innova-
tion efforts in the current year and the net operating revenue for the same year. This
resource is applied to actions in the various areas of the Company with the purpose of
creating value for the business as a whole, involving innovations in different perspecti-
ves, ranging from innovation in products and processes to organizational and marke-
ting innovations. The result determined indicated that 0.33% of the year's net revenue
was allocated to research, development, and innovation, and fell 0.56% behind the goal.
This result is justified by the following facts:



* There was a delay in technical developments due to the closing down of laboratories as a result of the pandemic;

» Contingency management of 70% of the resources provided for R&D, also motivated by the pandemic, since the Company needed to guarantee resources for priority actions,
ensuring essential services and meeting regulatory restrictions;

* Fourteen projects were in the process of being amended and their activities were halted.

2020 - P65 realized

RS 13,914,183.01 RS 40,452,678.67

MOVIMENTA PROGRAM

Movimenta is an ongoing program to encourage the
culture of innovation by the registering of projects with
the potential to create value for Cemig, presented by the
Company’s employees themselves. Its objective is to
stimulate the participation of employees in a search for
solutions aimed at generating revenue, reducing costs,
increasing quality, and improving levels of corporate
sustainability, without prejudice to returns from the
economic and financial sides.

The projects presented by the teams include changes
in procedures and suggest new work methods that
generate revenues and reduce costs for the company,
always taking into account both quality and corporate
sustainability.

The second edition of the program happened in 2019,
and had 96 projects enrolled, 18 of which were approved
in all phases of the public tender. The third edition of
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RS 1,543,438.75

INDEX OF EXPENDITURES IN INNOVATION - INOV

2020 - R&D realized 2020 - Special Projects realized Total innovation expenditures

R$ 55,910,300.43

the program was not launched in 2020 due to the social
distancing caused by the Covid-19 pandemic and the
prioritization of resources and projects defined by the
Company. With the adapted and functional remote work
tools, a new program format is being prepared to receive
new initiatives from 20217 onwards.

It is important to stress that, in 2020, projects approved
in the second edition of Movimenta were implemented
with the proper determination of the benefit for the Com-
pany. There was an award for those whose effects were
noticed by the Company.

INTELLECTUAL PROPERTY

Regarding intellectual property, Cemig analyses the fea-
sibility and aspects of obtaining privilege on inventions,
brands, software, Internet domains, etc., guiding appli-
cants in the preparation and monitoring of requests for
privilege, and promoting the custody and disclosure of
charters, records, and other intellectual property deeds.

NOI - Net Operating Income

RS 17,168,402,225.00

INOV
0.33%
In 2020, Cemig filed for a new patent application and

had three patents granted. In total, the Cemig Group has
15 patents in effect and 44 applications are in progress.




2.4 NEW BUSINESSES

e Percentage of Installed Power in Brazil per State

&3

Since 2012, when Aneel established the Electricity Com-
pensation System, Cemig has been leading the market
for Distributed Generation (DG)? connections in Brazil. In
the period between the publication of Resolution 482, in
2012, and December 2020, 68,435 generating units have
already been connected by the Company, 68,283 (99.8%)
of which are photovoltaic solar sources, reaching a total
installed capacity of 839.4 MW with Distributed Generation.
In the domestic scenario, the connections made by Cemig
amount to 17.7% of all distributed generation connections
in Brazil, and the 839.4 MW installed by Cemig represent
17.5% of the total 4,792.7 MW installed in the Brazilian
territory by December 31, 2020.

In 2020, 34,298 new installations were carried out by the
Company, which practically doubled the number of utility
connections in Cemig's concession area in one year. The
progress in the number of connections between years
2018 and 2020, stratified by consumer class, has shown
the profile displayed in the charter below.

26 DG is the ability to generate energy next to or near the consumer, including allowing them to generate their own energy from renewable sources. Thus, the emphasis is on decentralizing
electricity generation, allowing savings in terms of transmission and reducing technical losses. This system is regulated by Aneel and allows consumers who produce their own energy to
inject their surplus into the utility’s network and later be compensated with the consumption of power.
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Number of connections by consumer class

Number of Connections per Consumer Class
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In the past three years, approximately 90% of microgeneration connections? were
made by Cemig with a reduction in the average service time, considering from the
origin of the order down to the connection. For connections without the need for works
on the power system, the reduction was 57 to 43 days. For connections that needed
works on the power system, the reduction was from 197 to 161 days. Considering the
minigeneration connections, around 83% were provided, with a reduction in the time re-
quired; that reduction was from 125 to 111 days for those without the need for works,
and from 479 to 306 days for those in need of works.

CEMIG S!M

Cemig SIM is the Cemig Group company aimed at participating in the Distributed Ge-
neration (DG) and energy services market. Cemig SIM customers obtain energy credits
from the solar farm complex and, thus, reduce electricity costs.

1. The solar farms (an
infrastructure of photovol-
taic panels that capture
sunlight and transform it
into electricity) are instal-
led in the regions with the
highest levels of sunshine
in Minas Gerais.

2. The energy generated

passes through the distri-
bution grid before reaching
the customer's address.

27 n microgeneration of solar energy, the photovoltaic system has a power of up to 75kW, and in
the minigeneration of solar energy, the photovoltaic system has a power between 76 and 5MW.
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3. The customer receives a

discount of up to 18% on
their energy bill. If the con-
tracted energy is not used,
it accrues for the following
month.



55 million

ed 2020 with a total
generated and offset
h, which is equivalent to a

stalled capacity in 2021. It will also
e commercial and industrial market, to

energy generated by Cemig SIM is completely
information on the types of services and plans offered,
request for proposals and execution of the contract. The
esigned to facilitate the interaction of potential customers
portfolio of products and services, thus speeding up the gathering
tion required for the drafting of commercial proposals in a transpa-
nd efficient way.

ig SIM is also betting on the electric mobility segment. It intends to build a ne-
work of charging stations for electric vehicles supplying in Minas Gerais. In 2020,
the company made four public charging points available in Belo Horizonte.

28 Access on the website: https://cemigsim.com.br/
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2.0 GRANTS

One of Cemig’s most valuable intangible assets is its concessions to exploit resources
and infrastructure in the areas of generation, transmission and distribution of electricity
and gas. The Cemig Group's activities are supervised and regulated by Aneel, through
concession contracts from the Federal Government.

Generation

In the generation business, the Company earns revenue from the sale of energy from
its plants in the regulated environment (ACR), as well as in the free environment
(ACL). While in the regulated environment, transactions take place by means of cen-
tralized and public auctions; in the free environment, negotiations are bilateral and
reserved for stakeholders.

There is also revenue from the short-term market (MCP), which remunerates agents
for energy not included in the supply contract, which is settled at the Difference
Settlement Price (PLD).

Transmission

According to the transmission concession contracts, Cemig and its subsidiaries are
authorized to charge the tariff for the use of the transmission system (TUST). Tariffs are
adjusted annually on the same date as the adjustments in the Permitted Annual Reve-
nues (RAP) of transmission concessionaires. This tariff-charging period begins on July 1
of the year when tariffs are published and extends to June 30 of the following year.

Payment for the use of transmission also applies to the generation of Itaipu Binacio-
nal. However, due to the legal characteristics of that plant, the corresponding charges
are taken on by the distribution concessionaires that hold the respective shares of the
plant power.


https://cemigsim.com.br/

Power distribution

Cemig D has a concession (from Aneel) to exploit the
electricity distribution activity in most of the state of
Minas Gerais maturing in December 2045.

As determined by the concession agreement, all assets
and facilities that are linked to the provision of the elec-
tricity distribution service and that have been executed
by the concessionaire are considered reversible and are
part of the estate of the respective concession. These
assets will revert to the granting authority upon contract
termination. Then assessments and determination of
the amount of indemnification due to the concessionaire
will be carried out, without prejudice to the amounts and
dates of incorporation to the electric system.

Cemig D does not have bonds for compensatory pay-
ments for the exploitation of distribution concessions. It
is required to meet the quality and investment mandates
provided for in the concession agreements.

Concession agreements and Brazilian law have a maxi-
mum price mechanism that allows for 3 types of tariff

adjustments: (i) annual adjustment; (ii) periodic review;
and (i) extraordinary review.

Cemig D has the right to request an annual adjustment
each year, which is intended to offset the effects of
inflation on tariffs, and allows consumers to pass on cer-
tain changes in costs that are beyond Cemig D's control,
such as the cost of electricity purchased and sector
charges, including charges for the use of transmission
and distribution facilities.
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In addition, Aneel carries out a periodic tariff review
every 5 years, the last having occurred in 2018, which
aims at identifying the variations in Cemig D's costs,
as well as to establish a factor based on gains in scale
applied to annual tariff adjustments in order to share
these gains with Cemig D's consumers.

Cemig D is also entitled to request an extraordinary
review of tariffs in case unforeseeable events signifi-
cantly altering the economic and financial balance of the
concession. The periodic review and the extraordinary
review are, to a certain degree, subject to Aneel's discre-
tion, although there are pre-established rules for each
review cycle.

According to the distribution concession agreements,
Cemig D is authorized to charge its consumers a tariff
for the supplying of energy, consisting of 2 components:
(i) a portion related to the costs of electricity purchased
for resale, charges for the use of the basic transmission
network and charges for the use of the non-manageable
energy distribution system (“Portion A Costs”); and (ii) a
portion of operating costs (“Portion B Costs”).

FIFTH ADDENDUM

In December 2015, the Company signed the Fifth Adden-
dum to the concession agreement, extending the power
distribution concession for another 30 years, starting on
January 1,2016. The main characteristics and condi-
tions of the Addendum include:

 Limitation on the distribution of dividends or payment
of interest on equity to the minimum amount esta-
blished by law, in the event of non-compliance with
the annual limits of collective continuity indicators
(DECi and FECi) for two consecutive years or three
times in five years, until requlatory parameters are
restored;

* Requirement to meet efficiency criteria related to con-
tinuity of supply and economic and financial mana-
gement for maintaining the concession, considering
that: (i) for a period of five years as of January 1, 2016,
any non-compliance for two consecutive years, or any
of the conditions at the end of the five-year period, will
result in the termination of the concession; (ii) as of
January 1, 2021, an eventual non-compliance for three
consecutive years for the criteria of efficiency in the
continuity of supply and for two consecutive years for
the criteria of efficiency in the economic and financial
management will imply the starting of the proceeding
of forfeiture of the concession.



The efficiency criteria related to continuity of supply and
economic and financial management for maintaining Ce-
mig D’s concession were met in the years ended Decem-
ber 31,2020 and 2019.

The global continuity indicator of Duration Equivalent
Interruption per Consumer Unit (DEC), despite having
been met in 2020, has not been met three times in the
last 5 years and, thus, Cemig D will have its dividend
distribution in the year 2021 limited to 25% of the 2020
net income, adjusted by the constituted legal reserve.

Distribution of natural gas

Concessions for natural gas distribution are state-owned
and, in Minas Gerais, natural gas tariffs are set by the
regulatory body, the State Secretariat for Economic De-
velopment, on a market segment basis. Tariffs consist
of a gas cost portion and a gas distribution portion.
Each quarter, tariffs are readjusted to pass on the cost
of gas, and once a year to update the portion intended
to cover the costs related to the provision of the distribu-
tion service - return on invested capital, and to cover all
operating, commercial and administrative expenses the
Concessionaire had to make.

In addition to these readjustments, periodic tariff
reviews are expected. The First Periodic Tariff Review,
referring to the 2018-2022 cycle, was completed in No-
vember 2019. These reviews should take place every five
years, from the end of this 1st cycle, with the objective of
assessing the variations in Gasmig costs and adjusting
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the tariffs. The concession agreement also provides for the possibility of an extraordinary revision of tariffs, if there
are reasons that put the concession's economic and financial balance at risk.

In 2019, the Third Addendum to the Gasmig Concession Agreement was signed, ensuring to Gasmig the extension of
the duration of its concession until 2053.

2.6 PUBLIC POLICIES AND
SECTORAL ASSOCIATIONS

[415-1] The electricity generation, transmission and distribution companies are regulated and governed by public policies,
which leads Cemig to interact with governments and public bodies. The form of interaction is suited to the federal, state
and municipal levels, as a natural consequence of the division of responsibilities between the three branches.

At the federal level, interaction takes place mainly through sectoral associations. These constitute the appropriate
channels for obtaining clarifications and for the Company's contributions on public policies related to Cemig's busi-
ness.

Cemig's interaction with the legislative and executive branches of the state of Minas Gerais takes place through the
relationship between the Company’s top management and leaders and employees who have this role, with the execu-
tive bodies assigned to the sector and with the Legislative Assembly. Some of these interactions take place through
public hearings, including quarterly events to report on Cemig's performance in the state. It is worth mentioning that
the Company carries out equal relations with the members of the various political parties, complying with the provi-
sions of its Code of Conduct.

Considering the state legislative proposals with the potential to have a relevant impact on its business, Cemig moni-
tors whether its positions argued before the Legislative Assembly have been successful.

At the municipal level, the most frequent interaction is between members of city halls and Cemig D's commercial
agents, with public lighting being a recurring theme.



“WE WANT CEMIG TO BE AN CONDUCTOR
OF ECONOMIC GROWTH IN THE STATE OF
MINAS GERAIS, AND WE KNOW THAT THIS
IS ASSOCIATED WITH THE GROWTH IN THE
GENERATION OF RENEWABLE ENERGY”.

Reynaldo Passanezi, CEO of Cemig, at a public
hearing of the Extraordinary Commission for
Renewable Energies and Water Resources of the
Legislative Assembly of Minas Gerais, held on 16/
Dec/2020.

emig does not contribute to political campaigns or
political organizations whose function is to influence
political campaigns or legislative activities. It also does
not register lobbyists or lobby groups.
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SECTORAL ASSOCIATIONS

[102-13] The need for synergy between industry entities encourages the organization of sectoral associations to ex-
change experiences and best practices, and to contribute to the evolution of regulation in the electricity sector. Cemig
is aware of that, and so participates in the major Brazilian associations in the sector.

Cemig does not allocate resources to organizations whose main role is to create or influence public policies, nor does
it contribute to political campaigns, political organizations or groups exempt from taxation whose function is to in-
fluence political campaigns or legislative activities, including chambers of commerce, trade boards and the like. It also
does not register lobbyists or lobby groups.

In 2020, Cemig paid RS 1,186,052.20 in annual tuitions to the major associations, as detailed below:

ABRADEE - BRAZILIAN ASSOCIATION OF ELECTRICITY DISTRIBUTORS

Abradee's objectives are:

* Judicial or extrajudicial representation of its members for the defense of their interests;

* Support to members in the technical, commercial, economic, financial, legal, political and institutional areas;
* Fostering of mutual collaboration among members;

* Conducting of studies and research of interest to members;

* Preparation of studies and proposals for solving in collaboration with the government under in issues related to the
activities of the members;

* Promoting and holding courses and seminars, and editing information of interest.
CEMIG's Director of Institutional Relations, Alexandre Gomes Peixoto, is part of Abradee’s Board of Directors. Several

employees Cemig perform in different Association Working Groups, with an emphasis on those of Energy Efficiency
and Socio-Environmental Responsibility.



In the past few years (2015 to 2020), connections of
micro and minigeneration of distributed energy (DG) have
increased, making the discussion about Normative Reso-
lution No. 482/2012 more relevant, especially regarding
tariff impacts on consumers without DG and the benefits
of that modality to the power system. In order to fight for
a fair standing for both power distributors and consu-
mers, Cemig supports Abradee in its efforts with Aneel
and MME (Ministry of Mines and Energy) on that theme.

Cemig has contributed with annual tuitions to Abradee,
defined at a general meeting of the entity, pursuant its
bylaws. In 2020, this amount was RS 516,441.96.

ABRAGE — BRAZILIAN ASSOCIATION OF ELEC-
TRICITY GENERATING COMPANIES

Abrage's objectives are:

* The exchange of technical, commercial, financial and
legal information regarding electric power generation
activities;

* The drafting of analyses and studies of common interest;

* The signing of technical cooperation and information
exchange agreements and covenants with domestic
and international public and private entities;

* The preparation and defense of proposals to solve
common problems.

Cemig has contributed with annual tuitions to Abrage, de-

fined at a general meeting of the entity, pursuant its bylaws.

In 2020, this amount was RS 206,419.24.

CMIG

ANNUAL AND SUSTAINABILITY Riidi]i{ Wdi¥d1

APINE - BRAZILIAN ASSOCIATION OF
INDEPENDENT ELECTRIC ENERGY PRODUCERS

The main objectives of the Association that make Cemig
membership strategic are:

* Promote the defense of the interests of the electricity
generation segment, especially with regard to indepen-
dent producers and similar generating utilities, advoca-
ting for the expansion of their market presence and the
preservation of their profitability;

« Cooperate with government authorities and domestic
and international bodies and institutions as a techni-
cal and advisory body in the study of and solution for
problems related to the activities of its members, in the
preservation of free competition in offers, and in the
preservation of the economic order of the electricity
market.

Cemig has contributed with annual tuitions to Apine,
defined at a general meeting of the entity, pursuant its
bylaws. In 2020, this amount was RS 230,000.00.

ABRATE - BRAZILIAN ASSOCIATION OF
ELECTRICITY TRANSMISSION COMPANIES

Abrate’s main objectives are:

* Represent legitimate interests and add value to mem-
ber companies, with a proactive approach to ensuring
the sustainability, development and attractiveness of
the electricity transmission business;

* To be acknowledged as a leading institutional agent in
promoting the sustainability, development and attrac-
tiveness of the electricity transmission sector.

In 2020, Cemig participated in strategic activities of the
Transmission business coordinated by Abrate, including
meetings with MME (Ministry of Mines and Energy), Aneel
and ONS (National Power System Operator). It had an
active participation in processes linked to Public Inquiries
opened by Aneel, which allowed the regulatory agency to
promote improvements in the methodologies for calcu-
lating operating costs and revising the regulatory weight
average cost of capital (Wacc), which made it possible to
fix a regulatory remuneration more in keeping with inves-
tors' expectations.

Cemig has contributed with annual tuitions to Abrate,
defined at a general meeting of the entity, pursuant its
bylaws. In 2020, this amount was RS 158,191.00.



ABRACGEEL - BRAZILIAN ASSOCIATION OF
ENERGY TRADERS

Abraceel's objectives are:

* Fight for free market competition as an instrument
to promote efficiency and security of supply in the
areas of electricity, ethanol and natural gas, as well as
stimulating the growth of carbon credit negotiations;

* Foster union among the members, representing them
before government authorities, domestic and interna-
tional bodies and institutions, fighting for their rights,
interests and aspirations;

* Cooperate with government authorities and domes-
tic and international institutions as a technical and
advisory body capable of entering into agreements or
covenants that are of interest to serve its corporate
purpose.

Cemig currently has no representation in the asso-
ciation’s governance structure. It participates in the
Technical Group responsible for discussing, proposing
and sending contributions to public hearings of MME/
Aneel about the association’s participation in govern-
ment bodies.

Cemig contributes with annual tuitions to Abraceel,

defined at a general meeting of the entity, pursuant its
bylaws. In 2020, this amount was RS 75,000.00.
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3 CORPORAIE GOVERNANCE

[102-18] Cemig's corporate governance is based on transparency, equity and accoun-
tability. The Company is managed by Board of Directors and the Executive Board, and
it also has a permanent Fiscal Council. All are governed by the Company's Articles of
Incorporation and applicable law.

Changes in Cemig's Articles of Incorporation and in the Company's governance struc-

ture in 2019, aiming at adopting best practices of Corporate Governance were put in
place during 2020.

3.1 GOVERNANCE MODEL AND MAIN
PRACTICES

16 G

We

Y,

[102-19] The main characteristic of Cemig's governance model is a clear definition

of the roles and responsibilities of the Board of Directors and the Executive Board in
the formulation, approval and execution of the policies and guidelines that relate to
conducting the Company'’s business. The members of the Board of Directors, who are
appointed by the General Shareholders' Meeting, elect their Chairman and Vice-Chair-
man and appoint Cemig's Executive Board. The structure and composition of the Board
of Directors and the Executive Board are identical in wholly owned subsidiaries Cemig
D and Cemig GT, with possible exceptions, so as to be approved by the Board of Direc-
tors.
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The focus of the Company's governance has been the balance between the economic,
financial, environmental and social aspects of Cemig's projects, in order to continuous-
ly contribute to sustainable development, and geared at improving its relationship with
shareholders, customers, employees, the society and other interested parties.

In order to support a well-structured corporate governance model, Cemig follows the
good practices and recommendations of Brazilian Corporate Governance Institute
(IBGC), fostering a relationship of trust and integrity with its stakeholders. Since 2007
Cemig has followed Level 1 Corporate Governance practices from B3, the Sao Paulo
stock exchange.

[102-25] Cemig has a formal practice to ensure the prevention and/or management

of possible conflicts of interest. The Company, its shareholders, administrators and
members of the Fiscal Council undertake to resolve, through arbitration preceded by
mediation before the B3 Market Arbitration Chamber (CAM) or the FGV (Getulio Vargas
Foundation) Mediation and Arbitration Chamber, any and all disputes or controversies
that may arise among them. Besides decision-making processes, conflicts of interest
are stated to the stakeholder publics by means of official notices posted on the Com-
pany's website.

[102-18] The decision-making processes of Cemig's top management are subsidized by
the Technical Committees. These committees are established by a specific decision of
the Board of Directors to analyze more in depth the matters of their specialty and to is-
sue expert opinions and recommendations on decisions and actions to be carried out.

The committees have no executive function or decision-making power, but are intended
to ensure objectivity, consistency and quality in the decision-making process.



The following figure displays the corporate governance
structure at Cemig June 2020.

Cemig’s Corporate Governance Structure

GENERAL
SHAREHOLDERS
MEETING

BOARD OF
DIRECTORS

AUDIT COMMITTEE
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SYSTEM AUDIT
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[102-23] It is important to stress that, according to Cemig's
Articles of Incorporation, the positions of Chairman of the

Board of Directors and Chief Executive Officer of the Com-
pany cannot be vested into the same person.

3.1.1 BOARD OF DIRECTORS

[102-22; 102-24; 202-2] According to Cemig's Articles of
Incorporation, the Board of Directors must be made up of 9
standing members, all Brazilian natives, employees being as-
sured the right of electing 1T member, pursuant provisions of
Law 12,353 from 28/Dec/2010. At least 25% of the members
of the Board of Directors must be independent members, or
at least one, if the minority shareholders decide to exerci-

se their multiple voting right. In 2020, a majority member
renounced his office. So, during that year, Cemig's Board of
Directors performed with eight members.

Among the elected members, the Chairman and the Vice-
-Chairman are chosen by their peers at the first meeting held
after the formation of the Board of Directors, for a single
tenure of 2 years, with a maximum of three consecutive
reinstatements. It should be noted that both the CEO and
the Vice-CEQ can be removed at any time by the General
Shareholder's Meeting.

66% of the council members serving in 2020 had charac-
teristics of independent council members according to the
criteria of the Dow Jones Sustainability Index (DJSI) and the
Brazilian Institute for Corporate Governance( IBGC).



The duties of the Board of Directors are described in the Board of Directors Bylaws,
available at Cemig's website?®. This document determines that the Board of Directors
should meet reqularly at least once a month to analyze the results of Cemig's holding
company and its wholly owned, controlled and affiliated subsidiaries, in addition to de-
ciding on the other matters included in the agenda. And, extraordinarily, when convened
by its Chairman, its Vice-Chairman, one third of its members, or when requested by the
Executive Board.

MEETINGS THE BOARD OF DIRECTORS

Cemig holds an Ordinary General Assembly annually, pursuant its Articles of Incorpo-
ration and the legislation in effect. Extraordinary Shareholder's Meetings are also held
and, in their turn, can be held several times throughout the year, whenever necessary.

Both are convened at least 30 days in advance using Cemig Investor Relations website
and the Securities and Exchange (CVM)3, as well as in newspapers widely published
throughout Brazil. Information on these Meetings and the summary of their main reso-
lutions, entered in official minutes, can be found on the IR website®".

Opinions, suggestions and recommendations related to the meetings can be sent to the electronic
address ri@cemig.com.br, or by going to the Company'’s Investor Relations website.

[102-33; 102-34] The matters sent by the Executive Board for inclusion in the agenda,
issued by the Deliberation Proposal (PD) of the Executive Board and/or the Board of
Directors, must be accompanied by recommendations, reports, expert opinions and,
as the case may be, a statement of compliance with Cemig's Long-Term Strategy and
Multiannual Business Plan and included in the annual budget.
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In 2020, 772 PDs were forwarded to the Executive Board for analysis and filtering which
were accepted and forwarded for deliberation to the Board of Directors for deliberation
and the General Meeting, according to the decision-making responsibility. There is

no compilation by topic on all the matters dealt with by the PDs sent to the Executive
Board, considering that they come from all areas of the Company, addressing a diverse
range of fields and interests.

However, some of the matters discussed by the Board of Directors during 2020 stand
out: (i) increase in capital stock via stock bonuses and articles of amendment; (ii)
fundraising from Conta-Covid; (iii) creation of the Human Resource Committee and the
Strategy and Finace Committee; (iv) policies for data privacy and conflicts of interest;
and (v) work plan for risks and internal controls.

The Board Members must always attend the meetings prepared in advance by exami-
ning the documents made available to them and participate actively and diligently in
them. Any supplementary clarifications on the matters to be resolved at the meetings
may be requested by any Board Member, in writing, and the respective areas involved
must provide the related clarifications or send supplementary documents by the begin-
ning of the meeting.

In 2020, the Board of Directors met 28 times to decide on several matters, including
strategic planning and investment projects.3? At the start of each meeting, the Directors
are invited, according to the due formalities, to speak up on any conflicts of interest
relating to the matters to be resolved.

29 Available at: <http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-re-
gulations/>

30 Available at: <http://www.cvm.gov.br/>.

31 Available at: <http://ri.cemig.com.br/en/governanca-corporativa/shareholder-and-director-me-
etings/>

32 The summary of the decisions can be seen on: http://ri.cemig.com.br/en/governanca-corporati-
va/shareholder-and-director-meetings/


http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/
http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/
http://www.cvm.gov.br/
http://ri.cemig.com.br/en/governanca-corporativa/shareholder-and-director-meetings/
http://ri.cemig.com.br/en/governanca-corporativa/shareholder-and-director-meetings/
http://ri.cemig.com.br/en/governanca-corporativa/shareholder-and-director-meetings/
http://ri.cemig.com.br/en/governanca-corporativa/shareholder-and-director-meetings/

PERFORMANCE

[102-27; 102-28] Annually, the members of the Board of Directors are submitted to inde-
pendent, individual and collective performance self-assessments, aiming at improving
their jobs. The following minimum requirements must be complied with:

Exposure of the management acts performed, regarding the legality and effec-
tiveness of the administrative action;

- Contribution to the income for the year;

- Achievement of the objectives laid down in the Multiannual Business Plan and com-
pliance with the Long-Term Strategy and the Annual Budget.

The Audit Committee is responsible for independently verifying the conformity of the
assessment process of the members of the Board of Directors.

In addition, Cemig annually prepares its Annual Social and Environmental Responsi-
bility Report for Electric Energy Companies, a regulatory requirement of the Brazilian
Electricity Regulatory Agency (Aneel). The report follows guidelines defined by the
regulatory body and includes data and information from the Company's wholly owned
subsidiaries, in order to provide a broad, consistent and consolidated view of relevant
issues specific to the electricity industry, outlined in its regulatory framework, and
general issues on social and environmental responsibility. The preparation of the report
allows Cemig to present its descriptive and quantitative considerations on its perfor-
mance indicators, thus enabling a dialogue with its different stakeholders to assess the
results of the actions carried out during the year.
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Before its publication, Aneel's Annual Social and Environmental Responsibility Report
is included in the agenda and discussed by the Corporate Communication and Sus-
tainability Department with the Company's Board of Directors. At this time, Cemig's
social and environmental issues are presented to the Directors, aiming to raise their
awareness of the importance of these issues and to have them discuss them together,
in order to define points for improvement.

The analysis of the Social and Environmental Responsibility Reports is the major mo-
ment for discussion and engagement by the Board of Directors in the Company's social
and environmental issues. However, throughout the year, whenever necessary, the
various areas of the Company are able to hold presentations and discussions within
the scope of the Board of Directors by submitting a Deliberative Proposal addressed to
the Board. This mechanism exists precisely to bring the Board of Directors closer to the
critical concerns of the several areas of Cemig.



STRUCTURE THE BOARD OF DIRECTORS

Below is a table with the structure of the Board of Directors:

Structure of the Board of Directors in 20207

Standing Members Term of Office Ranking
Marcio Luiz Simdes Utsch - Inauguration Independent
Chairman 25-Mar-2019 P

Vacant (majority) - -

Inauguration

Cledorvino Belini (majority) 25-Mar-2019

Non-Independent

Power highlights

A lawyer with an MBA in
Advanced Management/
Finances by FDC and
specialization in Retail
Management by UFRJ

He was COE of Alpargatas
SA

Business administrator with
a master's degree in Financ-
es from USP and an MBA
from FDC

He was Development CEO
at Fiat Chrysler for Latin
America

Independent Councilmem-
ber at JBS by BNDES

José Reinaldo Magalhaes

Afonso Henriques Moreira
Santos (majority)

José Joao Abdalla Filho

Economist with a mas-
ter's degree in Corporate
Finance and Corporate Law
from FGV and in Finance
from IBMEC

He was assistant manager
of Bank of Brazil in New
York

Investment Director at
PREVI - Bank of Brazil Em-
ployee Pension Fund

Electrical Engineer and
Master's in Electrical
Engineering graduated from
UNIFEI and PhD in Energy
Planning from UNICAMP.
He was National Energy
Secretary, at the Ministry of
Mines and Energy - MME,
and Director of the Brazilian
Electricity Regulatory Agen-
cy - Aneel. He was a board
member at the following
companies: TAESA, Light
SA

CEO and controlling share-
holder of Banco Classico
SA.

Deputy member of the
Board of Directors of Com-
panhia Distribuidora de Gas
do Rio de Janeiro (CEG)

Chief Executive Officer of
Dinédmica Energia S.A.

33 [202-2; 405-1] In 2020, Cemig’s Board of Directors was composed only of men. Stratification by race is currently not available. This identification is made via self-statement and is not mandatary; in Cemig's

profile surveys there were no answers to that effect for any of the respective positions. Besides, no members of the Board of Directors were hired from the local community.
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Marcelo Gasparino da
Silva (preferred shareholder
representative)

Paulo César de Souza e
Silva (minority)

Marco Aurélio Dumont
Porto

(Employee Representative)
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Inauguration
02-May-2016

Inauguration
31-Jul-2020

Inauguration
17-Feb-2020

Independent

Independent

Non-Independent
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Lawyer specialized in Cor-
porate Tax Administration

He was chairman of the
Board of Directors of ETER-
NIT, Cemig, and a deputy
member of the Fiscal Coun-
cil of Petrobras

Bachelor of Economics
from Universidade Macken-
zie and Masters in Business
Administration from
University of Lausanne.

He was a Project Analyst
for CIA Suzano de Papel e
Celulose, Vice-President of
Westdeutsche Landesbank,
Vice-President of Sales Fi-
nancing, President and CEO
of Commercial Aviation and
President and CEO of Grupo
Embraer S.A.

Civil Engineer with a Post-
graduate Degree in Project
Management and an MBA
in Business Management

He has worked in several
areas of Cemig since 1986
and is currently a quality an-
alyst in the area of Strategy
and Environment

3.1.2 FISCAL COUNCIL

Cemig also has a permanent Fiscal Council, which is responsible for the attributions laid
down in the applicable Brazilian legislation, as well as in the laws of the countries in whi-
ch Cemig's shares are listed and traded, when they do not conflict with Brazilian law. The
Council inspects the acts of the administrators and verifies the fulfillment of their legal
and statutory duties, in addition to giving their expert opinion on the annual management
report. That opinion must include any complementary information that they deem neces-
sary or useful for the decisions of the General Shareholder's Meeting.

The Fiscal Council is responsible for examining all non-operational complaints regarding
fraud and misconduct in matters relating to the financial statements and the disclosure

of results or reports forwarded to regulatory bodies. In addition, it is also responsible for
examining any charges it may consider as relevant to the Company's assets, forwarded

by the Ethics Committee.

Complaints are received and dealt with through the Cemig Complaints Channel, available
to all stakeholders, on the website www.cemig.com.br, as a permanent communication
channel dedicated to receiving complaints and ethical inquiries. It is the responsibility of
the Fiscal Council to propose treatment actions for non-operational complaints regarding
fraud and misconduct in matters relating to the financial statements and the disclosure
of results or reports forwarded to regulatory bodies.

Cemig's Fiscal Council is multidisciplinary and is made up of five effective members and
their alternates. The members of this Council are also elected by the Shareholders’ Mee-
ting for two-year terms. In 2020, the Fiscal Council met 16 times.



Composition of the Fiscal Council in 2020
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Standing Members

Gustavo de Oliveira Barbosa (Chairman)

Fernando Scharlack Marcato (majority)

Elizabeth Juca e Mello Jacomet (majority)

Michele da Silva Gonsales Torres (pre-
ferred shares)

Claudio Morais Machado (minority)

Alternate Members

Igor Mascarenhas Eto (majority)

Carlos Eduardo Amaral Pereira da Silva
(majority)

Fernando Passalio de Avelar (majority)

Ronaldo Dias (preferred shares)

Carlos Roberto de Albuguerque S& (mi-
nority)

Term of Office

(Inauguration 07-Aug-2019)

(Inauguration 19-Oct-2020)

(Inauguration 07-Aug-2019)

(Inauguration 31-Jul-2020)

(Inauguration 11-Jun-2018)

Term of Office

(Inauguration 09-Nov-2020)

(Inauguration 07-Aug-2019)

(Inauguration 31-Jul-2020)

(Inauguration 07-Aug-2019)

(Inauguration 11-Jun-2018)
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Ranking
Independent
Independent
Independent
Independent

Independent

Ranking
Independent
Independent
Independent
Independent

Independent

3.1.3 EXECUTIVE BOARD

[102-20] Cemig's Executive Board is composed of 7 executive officers, whose jobs are
laid down in the Company'’s Articles of Incorporation. Its members are elected and can
be taken out of office at any time by the Board of Directors and are in office for two
years, a term which can be extended for a maximum of three times. The directors are
allowed to occupy simultaneous and unpaid management positions in Cemig's wholly
owned, controlled and affiliated subsidiaries.

[102- 20] The Executive Board will follow and comply with targets and limits laid down
by the Board of Directors, relating, in particular, to indebtedness, liquidity, rates of re-
turn, investments, and regulatory compliance. In this sense, it is the role of the executi-
ve officers to coordinate and manage the work of the Company, as well as all strategic
and institutional activities of its affiliates and controlled companies, and consortia it is
a part of.

Responsibilities for economic, environmental and social topics pervade the entire
executive structure, and their management is consolidated by the Corporate Communi-
cation and Sustainability area.

Economic and financial issues are the responsibility of the executives appointed by
the Finance and Investor Relations Department who answer for the 4 superintendent
departments that make up that department (Controllership, Corporate Planning and
Control, Investor Relations, and Corporate Finance Management).

Environmental issues are the primordial responsibility of the executives appointed by
the CEQ's Office to make up the Strategy and Environment Superintendent Department
and the Environmental Management Department.



Social issues, in their turn, are under the responsibility of the executives assigned by
the CEQ's Office to work in the areas of People Management and Corporate Commu-
nication and Sustainability, which are composed of ten departments (Labor Relations,
Occupational Health and Safety, Hiring and Development of People, Organization and
Compensation, Institutional Relations, Sustainability, Communication, Innovation and
Transformation, and Energy Efficiency).

Structure of the Executive Board

Board of

Name .
Directors

Reynaldo Pas- Chief Executive

sanezi Filho Officer
. Cemig's Trade
Dimas Casta Director’s Office
CEMIG

Term of Office

(Inauguration 13-
Jan-2020)

(Inauguration 01-
Sep-2016)

Powers

Economist and Lawyer, with a Master's
Degree in Economics from Universidade de
Campinas, and specialization in Manage-
ment, Leadership, and Innovation from
Stanford University (USA).

A career in executive positions in the
electrical sector (CEO of ISA CTEEP), in
the financial sector (Country Manager and
Managing Director of C&IB at BBVA Brazil)

Jobs in the public sector, notably in pri-
vatization programs (Advisor to the Board
of Directors of the State Privatization
Program of the Government of the State of
S&o Paulo).

Electrical Engineer with a postgraduate
degree in Economic Engineering from
Fundagdo Dom Cabral, and in Thermal
Engineering from UFMG. At Cemig, he was
Commercial Superintendent for Encour-
aged Customers

From 2013 to 2016, he acted as manag-
ing partner of Ponta Energia Consultores
Associados Ltda.
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Mauricio Dall'Ag-
nese

Ronaldo Gomes
de Abreu

Leonardo George
de Magalh&es

Cemigpar Execu-
tive Board

Cemig D Board

Finances and In-
vestor Relations
Board

(Inauguration 11-
Dec-2020)

(Inauguration 28-
Jun-2017)

(Inauguration 20-
Mar-2020)

Bachelor's in economics from Universi-
dade de Sao Paulo (USP). He has extensive
experience in financial projects and in the
execution of M&A projects. He was vice
president of Banco Bilbao Vizcaya Argen-
taria (BBVA), a Spanish banking group.
He served as new business and M&A
manager at Companhia de Transmissao
de Energia Eletrica Paulista (CTEEP). He
was also director and commercialization
and regulatory manager of Vale Energia
S.A. and Vale SA.

A business administrator and lawyer,

with an MBA in Strategic Management
and Business Management from UFMG.
Working at Cemig since 1985, he acted as
manager in managerial careers in the Dis-
tribution and Marketing, and Finance and
Investor Relations Director Offices in the
areas of Coordination and Execution of the
Distribution Development Plan, Distribution
Coordination, and Economic-Financial
Regulation.

He graduated in accounting sciences, and
has worked for Cemig for over 30 years,
in the Controllership supervisory board
since 2008, having accumulated several
executive

duties in the Finance Board that include
accounting, tax planning, financial plan-
ning, budgeting, investment valuation,
cash management, results forecast.



Electrical Engineer, a specialist in Control
Engineering and Industrial Automation
from UFMG, with an MBA in Business
Management from FGV, and an MBA in Fi-
nance from IBMEC. He followed technical,
managerial and executive careers at Cemig
Holding and Cemig Geragao e Trans-

(Inauguration 21 misséo S.A, with 31 years of experience

Mar-2019)

Paulo Mota Hen-

. Cemig GT Board
riques

He was the Chief Executive Officer of
TAESA (2009-2011), and a member of the
Board of Directors of ABRATE, a member
of the ABDIB Transmission Committee,

a member of the ONS Board of Directors,
and a member of the Board of Directors of
Transmission Companies.

A lawyer with 30 years of professional
experience, dedicated to the area of
infrastructure, energy, structured finance
and project finance, administrative law and
corporate law. He has extensive experience
in financial, M&A, and corporate restruc-
turing.

(Inauguration 20-
Mar-2020)

Regulation and

Eduardo Soares Legal Board

As a relevant fact in early 2021, a date outside the limits of this report, there was a
change in the composition of Cemig's executive board. The Distribution and Commer-
cialization Director was replaced by Marney Tadeu Antunes, on January 6, 2021.

Additional information on the structure, election, term of office, main responsibilities,
and duties of the Board of Directors is available on Cemig's Investor Relations websi-
te%4 The Bylaws are also available on that website.

34 Available at: <http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-re-
gulations/>.
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3.1.4 AUDIT COMMITTEE

[102-22] The Audit Committee is an independent body, with its own budgetary alloca-
tion, of a consultative and permanent nature, intended to advise the Board of Directors,
to which it reports. It is also charged with carrying out the other activities that applicab-
le laws and regulations assign it.

In 2020, the Committee had four members, all independent members appointed by
the Board of Directors for a 3-year non-coincident term of office, one re-election being
permitted. The appointment of the Audit Committee happens at the first meeting after
the General Shareholders’ Meeting.

Audit Committee Members

Standing Members Term of Office Ranking
Pedro Carlos de Mello (Coordinator) (Inauguration 18-Jun-2018) Independent
Madrcio de Lima Leite (Inauguration 21-May-2020) Independent
Roberto Tommasetti (Inauguration 31-May-2020) Independent
Afonso Henriques Moreira Santos (Inauguration 15-Sep-2020) Independent


http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/
http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/

The members of the Audit Committee must participate
in specific training sessions provided by Cemig (which
are held when they are inaugurated, annually). Reelec-
tion of those who have not attended the annual trai-
ning provided by the Company in the past two years is
prohibited.

Besides the process of assessing the members of the
Audit Committee, the Board of Directors members are
also responsible for verifying the conformity of the
evaluation process of the other Company administra-
tors, the members of the advisory committees to the Bo-
ard of Directors, and the members of the Fiscal Council.

The Audit Committee is also responsible for conducting
a background check on potential candidates to compose
Cemig's strategic boards and committees. The back-
ground check is a procedure carried out regarding the
professional history and legal records of all the names
appointed to occupy strategic positions in the Company.

3.1.5 REMUNERATION OF MEMBERS
OF THE GOVERNANCE BODIES

[102-35] Pursuant the Articles of Incorporation, the glo-
bal or individual amount of remuneration for the Board
of Directors, the Executive Board and the Audit Com-
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reimbursement of travel and accommodation expenses
(within Brazilian territory), necessary for attending me-
etings and the performance of their functions, or when
invited by the Chief Executive Officer to a Company
meeting; they are also an allowance for trips.

In addition, the Company grants members of the Board
of Directors the option to optionally enroll in a group life
insurance policy, which is fully paid by the Company, as
well as optional participation in a private pension plan
partially paid by the directors themselves and partially
paid by the Company, in equal amounts. The fixed salary
and other components of the remuneration aim to
reward the members of the Board of Directors for the
time dedicated to the performance of their duties and
for their contributions to the company; it is determined
based on an assessment of their duties and responsi-
bilities, also makes it possible, in return, to demand a
level of performance from each of its members by the
Chairman of the Board of Directors.

The remuneration for attendance to meetings aims to
motivate members to attend meetings convened, contri-
buting to an effective participation in the conduct of bu-
siness and the effective performance of their functions.

35 “... Bonus for attending meetings of decision-making
bodies of the 3 government levels - Federal, State and Munici-
pal - paid to public servants attending meetings of collective
decision-making bodies of centralized and autonomous mu-
nicipal administration, which was established by Decree-Law
162 of 18/Nov/1969”




EXECUTIVE BOARD

The compensation policy for Cemig Group's Executive
Officers comprises a fixed and a variable compensation
for members, in accordance with Company Bylaws,
and based on the Long-Term Strategy, the Multi-Annual
Business Plan, and the Annual Budget.

The fixed remuneration comprises payments in kind
whose objective is the direct compensation for the
services provided, in line with market practices. In turn,
the variable remuneration is the bonus conditional on
performance and the delivery of measurable results that
lead to the Company'’s success. The variable compen-
sation for the Executive Board consists of profit sharing,
following the same criteria established in the Specific
Bargaining Agreement of the Company and considering
the Company'’s earnings, with the assessment of goals
laid down by the Board of Directors.

The Officers are also entitled to an annual leave, for a
term not exceeding 30 days and on a non-cumulative
basis, during which they are entitled to a remuneration
equivalent to their monthly remuneration plus one third.
As direct benefits, Cemig offers an amount value equi-
valent to meal vouchers determined for employees in a
Collective Bargaining Agreement, group life insurance,
and healthcare and dental plan coverage. In addition,
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the Company grants to Directors the participation in a
private pension plan. Other components of the Officers’
remuneration are an annual bonus on the amount of
their monthly salary, paid leave of absence, the com-
pany's contribution to INSS and FGTS on the salary and
profit sharing received.

FISCAL COUNCIL

The members of the Fiscal Council receive only a fixed
remuneration, consisting of salary or pro-labore monthly
pay and direct benefits. As direct benefits to the mem-
bers of the Fiscal Council, the Company also offers to
active and deputy members residing in cities other than
the headquarters of the Company the reimbursement of
expenses with accommodation and commuting.

In addition, the Company grants the members of the Fis-
cal Council the option to optionally enroll in a group life
insurance policy paid by the company, and the Company
contribution to INSS on the salary received.

3.2 ETHICS AND
TRANSPARENCY

GOOD JOBS AND 12 RESPONSIBLE 16 PEACE AND
ECONOMIC GROWTH CONSUMPTION JUSTICE

o

[103-2:205; 103-3:205; 102-16; 205-1] Cases of corruption,
legal non-conformities, lack of transparency, and/or
information of a dubious nature contradict Cemig's com-
mitments and vision for a responsible company, and can
cause significant economic impacts and compromise
the Company's reputation. Also, these cases can inter-
fere with stakeholder decision-making processes. The
instability caused by any misconduct by the Company
and its representatives poses a risk to the business.

Cemig's exposure to potential occurrences of this nature
happens through its nature as a Company, business rela-
tionships, and its situation as a mixed-capital company.
For this reason, Compliance and Ethical Conduct are a
priority material theme for Cemig and its stakeholders,
and are treated with the due seriousness.



In this regard, Cemig assumes public commitments. As a signatory to the Ul'l Global
Compact, it seeks to align itself with Principle Number 10 - “Businesses should work
against corruption in all its forms, including extortion and bribery”. Cemig is also a
signatory to the Business Pact for Integrity and Against Corruption, coordinated by the
Ethos Institute®, which provides guidelines and procedures that must be adopted and
monitored by the signatory companies in their relationship with public authorities.

The Company has a system of internal controls and compliance, made up, among
other things, by: Cemig's Declaration of Ethical Principles and Code of Professional
Conduct®” (Code of Conduct); an Ethics Committee; Cemig's Complaints Channel; a
set of policies, rules and instructions for procedures related to the topic; and an area
dedicated to Compliance, Corporate Risks and Internal Controls, under the Company
President Office. This system, which is properly structured and monitored, effectively
contributes to the identification and mitigation of fraud and corruption risks.

The Code of Conduct aims to guide and discipline the conduct of people who act on
behalf of or interact with Cemig. Adhering to the legal norms applicable to it, it must be

complied with by all its recipients, be it its administrators, directors, employees, interns,

contractors, and subcontractors, in all business relationships established by the Cemig
Group.

Among the set of formal documents that apply to the material subject of Compliance
and Ethical Conduct intended for Cemig Group employees, are the following:

Compliance Policy: consolida as diretrizes
voltadas a adocéo dconsolidates guidelines
aimed at adopting a high standard of inte-
grity and regulatory and legal compliance.
It aims to foster a culture of compliance
and prevent, detect and respond to failures
to comply with internal rules and miscon-
duct.

Anti-Fraud Policy: it guides the ways

of preventing and combating fraud and
corruption, addressing situations of conflict
of interests and political contributions,
among others; it also provides guidance

on mapping the most relevant risks and
mitigating actions.
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36 Available at: <https://www.ethos.org.br/conteudo/signatarios-do-pacto-empresarial-pela-inte-
gridade-e-contra-corrupcao/>

37 The Company’s Code of Conduct is public and available on its webpage: <http://ri.cemig.com.
br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/>

* Available at <https://www.cemig.com.br/en/compliance/>

38 see chapter 5.3 Diversity, item 412-2, for the number of employees who undertook the training

The Company maintains a three-year Compliance Policy Implementation Program’,
pointing out structural and priority measures for the deployment of the Policy and
improvement in structures and procedures related to it. The Executive Board is respon-
sible for approving that Program. The projects and initiatives derived from the Program
are carried out by the areas in charge of them, and monitored by the Compliance area.
There is periodic reporting on the execution of the Plan to the Executive Board and the
Board of Directors.

[103-2:419; 103-3;419] Over the past few years, the Company has been improving its gover-
nance system, including requirements outlined in Law No. 13,303/16 (Law of State-Owned
Companies). Among these requirements are the drafting of a new bidding and contracting
regulation for the Company and the creation of a Statutory Audit Committee. Joining the
areas of Compliance and risk management are under the Deputy Manager Office of Com-
pliance, Corporate Risks and Internal Controls.

[205-2] Compliance-related topics are continuously addressed by means of training
and internal communication channels, reaching 100% of the workforce and members
of the governance bodies. In 2020, due to the effects of the pandemic, the use of physi-
cal means of communication, such as bulletin boards, was limited. Communication via
digital media was intensively employed. In addition to the disclosure of the policies and
procedures mentioned above, articles, texts and videos with content on the culture of
integrity and compliance were also published.

In 2020, Cemig conducted training on the Code of Conduct, addressing principles and
criteria for anti-corruption conduct.® Another relevant action involves holding lectures on
general aspects of corporate culture - including some related to organizational ethics - for
new employees they join the Company.


https://www.ethos.org.br/conteudo/signatarios-do-pacto-empresarial-pela-integridade-e-contra-corrupc
https://www.ethos.org.br/conteudo/signatarios-do-pacto-empresarial-pela-integridade-e-contra-corrupc
http://ri.cemig.com.br/governanca-corporativa/estatuto-codigos-politicas-e-regimentos/
http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/
http://ri.cemig.com.br/en/governanca-corporativa/bylaws-codes-policies-and-regulations/
https://www.cemig.com.br/en/compliance/

During the process of selecting and hiring suppliers, the Code of Conduct and the Anti-
-Fraud Policy* are communicated to that public. As for suppliers considered as critical, there
are contacts throughout the contract management that allow the communication on this
topic to be maintained.

Considering that anti-corruption clauses in line with documents made official by Cemig
are included in all the Company's contracts (procurement and sale of assets, procu-
rement and sale of energy, loans and financing, shareholder agreements, covenants,
sponsorships, centralized and decentralized contracts, and acquisition of materials
and services), it is possible to say that Cemig addresses the issue with practically all its
suppliers and business partners.

[102-17] With a focus on active and permanent management of corporate ethical conduct,
the Cemig Complaints Channel was instituted®, available to stakeholders, on its website.
This channel is permanent and dedicated to receiving complaints and ethical queries, with
or without identification of the complainer or consultant. The complaints and consultations
received are investigated and answered according to criteria, deadlines and procedures
established in the Company’s internal rules. These rules define the determination period as
up to 45 days.

Cemig's Complaints Channel preserves the anonymity of people who make the
complaints and those who speak for themselves through it. It allows for the repor-
ting of any situation that amounts to a violation to the Code of Conduct.

In 2020, in order to strengthen ethical conduct in the corporate environment, Ce-
mig's Complaints Channel was restructured and migrated to an environment outsi-
de the Company'’s intranet, which should impart greater reliability to the Channel.

* Available at https://mz-filemanager.s3.amazonaws.com/716a131f-9624-452c-9088-0c-
d6983c1349/estatuto-codigos-politicas-e-regimentoscentral-de-downloads/211c64e49ce5ffb-
20646158d23c3cd5b26d68b52fac067e80bb63c2b0eaf36f4/politica_antifraude.pdf

39 Access to the Complaints Channel: https://www.cemig.com.br/en/ethical/

40 A complaint can have of one or more types related to it.
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[205-3] After registration, the process of verification, investigation and treatment of
complaints and ethical queries takes place. Complaints are classified and dealt with
according to their content, for the purpose of applying disciplinary measures, when the
misconduct is proven.

In 2020, 304 complaints and 41 ethical consultations were registered through Cemig's
Complaints Channel. As for the ethical queries, 17 were on conflict of interest and nine

on corporate governance.

The table below details the complaints received by type.

Complaints received by Kind-«

No. of

Kind of complaint complaints Completed Ongoing

Improper behavior 69 64 5
Corruption 55 38 17
Health and Safety 34 29 5
Labor Relations 24 24 0
Assets Protection 20 19 1

Mobbing 18 16 2
Contract Management 18 16 2
Corporate Governance 14 12 2
Commercial Customer Service 8 8 0
Conflicts of Interests 8 6 2
Idleness 6 6 0
Undue use of resources 6 6 0
Others 25 24 1

Grand Total 304 268 36


https://mz-filemanager.s3.amazonaws.com/716a131f-9624-452c-9088-0cd6983c1349/estatuto-codigos-politicas-e-regimentoscentral-de-downloads/211c64e49ce5ffb20646158d23c3cd5b26d68b52fac067e80bb63c2b0eaf36f4/politica_antifraude.pdf
https://mz-filemanager.s3.amazonaws.com/716a131f-9624-452c-9088-0cd6983c1349/estatuto-codigos-politicas-e-regimentoscentral-de-downloads/211c64e49ce5ffb20646158d23c3cd5b26d68b52fac067e80bb63c2b0eaf36f4/politica_antifraude.pdf
https://mz-filemanager.s3.amazonaws.com/716a131f-9624-452c-9088-0cd6983c1349/estatuto-codigos-politicas-e-regimentoscentral-de-downloads/211c64e49ce5ffb20646158d23c3cd5b26d68b52fac067e80bb63c2b0eaf36f4/politica_antifraude.pdf
https://www.cemig.com.br/en/ethical/

Regarding the 55 complaints involving corruption:

* 01 complaint was investigated internally at the Cemig
Group company, with an inconclusive result. Then, an
external investigation was hired;

* 04 complaints did not contain enough information for
the investigation process;

* 14 complaints were considered valid, having as
treatment the creation of controls (1), a review of the
process or procedure (1), termination of the contract
with the supplier (1), suspension of the employment
contract (2), severance of the outsourced employee

),
* 17 complaints are currently being investigated;

* 19 complaints were dismissed as groundless.

AUDIT PLAN

The Annual Audit Plan is prepared based on a preventive
approach, in line with the best corporate governance
practices, regulations, and international auditing stan-
dards Institute of Internal Auditors (I1A) and Committee
of Sponsoring Organizations of the Treadway Commis-
sion (COS0).

Through monthly reports, the Internal Audit monitors the
actions by notifying the Company's Top Management of
the action plans for delayed audit work, complaints pen-
ding a response. It carries out the same communication
procedure during the period of the Annual Training and
Adherence to the Declaration of Ethical Principles and
Code of Professional Conduct.

The Process Compliance Indicator (ICONF) is used to
assess the effectiveness of events arising from:

* The process audit activities, provided for in the Annual
Audit Plan;

* The evaluation of SOX*' internal controls;
* for the treatment of complaints;

 Of activities carried out within the scope of the Foren-
sic Audit.

ICONF is determined annually. Due to the processes rela-
ted to internal controls linked to SOX not being covered
within a full calendar year, the ICONF result for the year
2020 will be obtained in the first half of 2021.

[206-1] There are no lawsuits (whether pending or clo-
sed) for unfair competition, violation of antitrust laws, or
sectoral regulations.

3.3 RISK MANAGEMENT

16 "

3

[102-15] Corporate risk management enriches the mana-
gement dialogue by adding perspectives to a strategy’s
strengths and weaknesses in the event of a change of
context, in addition to assessing the strategy's align-
ment with the organization’s mission and vision.

Risk management planning takes into account factors
that may pose risks to the health and safety of employe-
es, suppliers, customers, the general population and the
environment. Eventually, opportunities are identified and
developed according to the Company'’s objectives and
business plans, especially regarding process efficiency.
The risks inherent to Cemig's business activities are
assessed by their probability of occurrence and by their
impact on the various businesses in the value chain.

The Company has structured governance to help deci-

A1 The American Sarbanes-Oxley law, also known as Sarbox or SOX, aims to ensure the creation of reliable audit and security mechanisms in companies, including rules for the establishment of committees in

charge of supervising their activities and operations.

CMIG
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sion-making related to risk management, s
business areas, the Corporate Risk Monitoring Committee, and also the Executive
Board and the Board of Directors.

The implementation of corporate risk management took place in 2003 and has been
continuously improved by Cemig. This form of management is based on processes
and is in line with the Master Plan and the Company'’s strategic planning, with Cemig’s
Corporate Risk Management Policy*? as the main guiding element.

Cemig's current Corporate Risk Management Policy was updated in 2019, and its
approval is the responsibility of the Board of Directors, as provided for in Cemig's
Articles of Incorporation. The Board of Directors is also responsible for validating the
Company'’s risk matrix, which is updated annually. This engagement of the highest
governance body in the Company with risk management demonstrates not only the
relevance of the theme, but also Cemig’s alignment with good Risk Management and
Corporate Governance practices.

[102-11] Based on Cemig's Corporate Risk Management Policy, the company's risk
appetite is defined, which signals the Precautionary Principle as one of the factors
considered in the decision-making flow related to risk management, in addition to at-
tention to legal precepts and regulations that determine the activities of companies in
the electricity industry in Brazil. In addition, the policy follows guidelines that reflect the
best market practices, and is aligned, in particular, with the governance model called
“Three Lines of Defense Model".

42 Available at: <https://apicatalog.mziq.com/filemanager/v2/d/716a131f-9624-452c-9088-0cd-
6983c1349/5ff205e4-cd0f-0159-4e8e-53a4b25b469a?origin=2>

CMIG
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e Model" is a simple and effective way of defining and clari-
fying the roles and responsibilities related to risk management, coordinating all the inte-
gral parts so that there is no duplication of efforts or gaps in controls, thus improving
communication of risk management and internal controls. The model proposes the
orientation of responsibilities and not the creation of departmental structures to serve
it, the owner of each risk being responsible for the management of their own risk and/
or control mechanism. In this way, risk management processes are managed by each
area of Cemig that is the owner of their respective risks, and monitored centrally by the
Risk Management Department and Internal Controls Management.

The first line is made up of all the Company’'s administrative and business areas. Ma-
nagers and employees in these areas are responsible for leading and directing actions
(including risk management) and investing resources to achieve the organization'’s
objectives.

In the second line are the functions that have a supporting role in risk management. In
addition, this line is responsible for monitoring the implementation of risk management
practices in the first line of defense and assisting managers in defining risk tolerances
and in the way that risk information and controls are disclosed within the organization.
The Compliance, Risk Management, and Internal Controls areas are responsible for co-
ordinating the respective processes at Cemig and providing support to risk and control
owners.

The third line consists of the organization’s internal audit. It is responsible for commu-
nicating independent and objective assessment and advice to management and the
governance body on the adequacy and effectiveness of governance and risk manage-
ment (including internal control), to support the achievement of organizational objecti-
ves and to promote and facilitate continuous improvement.


https://apicatalog.mziq.com/filemanager/v2/d/716a131f-9624-452c-9088-0cd6983c1349/5ff205e4-cd0f-0159-4e8e-53a4b25b469a?origin=2
https://apicatalog.mziq.com/filemanager/v2/d/716a131f-9624-452c-9088-0cd6983c1349/5ff205e4-cd0f-0159-4e8e-53a4b25b469a?origin=2

Three Lines of Defense Model

CMIG

ADMINISTRATIVE BODY

Rccountability to stakeholders by the
organizational supervision

Roles of the administrative body: integrity,

leadership and transparency

T4

MANAGEMENT

Actions (including managing risks) to

achieve organizational objectives

e

1st Line Roles:
Production of
products/services for
customers;

Risk management

e

2nd Line Roles:
Expertise, support,
monitoring and inquiry
on issues related to
risks

\ v \ S
Accounting, Delegate, guide,
GAPTION reporting ‘ resources, supervision
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™

INTERNAL AUDIT.

Avaliagao independente

R

3rd Line Roles:
Independent and objective
assessment and consulting
on issues related to the
achievement of objectives

\xd

Alignment, communication,
coordination, cooperation

CEMIG’S RISK MANAGEMENT PROCESS

Based on the guidelines laid down in its Risk Manage-
ment Policy, Cemig has put together a risk management
program that allows for the mapping and assessment of
both strategic risks and those arising from operational
processes. This program is coordinated by the Risk Ma-
nagement and Internal Controls Management Depart-
ment, which provides technical support to the several
areas of the Company. The objective is to provide infor-
mation to Top Management so they can make decisions
regarding the most relevant risks and opportunities.

[102-15; 102-29; 102-30; 102-31] In order to do that, Cemig
has put together a risk management process that aims
to plan, identify, analyze, treat and monitor the mapped
risks. At first, the Company ranks the risks identified as
(i) process risks, which are those related to operations
and are limited to the activities of each of the processes;
(i) macro-process risks, the impacts of which include
different processes and departments of the Company;
and (iii) Top Risks, which are macro-process risks that
can directly impact the Company's strategy.



The Top Risks, as well as treatment recommendations made by the Corporate Risk
Monitoring Committee - CMRC, are communicated to Top Management.

When a Top Risk is mapped for the first time at Cemig, the following steps must be
followed:

1) Planning — alignment between risk management and the Company’s strategic
objectives;
2) Identification — understanding of the scope, causes and impacts of the risk;

3)Analysis — an estimation of the probability of the risks occurring, as well as the po-
tential damage caused by the impacts identified in the previous step;

4) Treatment — a survey of all actions and controls for risk mitigation, as well as the
mitigating effect of these actions on the mapped impacts;

5) Monitoring — monitoring of mitigation initiatives and risk validation with their owner.

In the risk identification activity, the area responsible for centralized risk management
and internal controls consults the managers of the areas related to the identified
themes, including those areas that interact with external stakeholders, such as investor
relations, strategic planning, sustainability and the general secretariat.

CMIG
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After the result of this consultation with the leaders, a proposal for a risk matrix is
presented to the CMRC, which represents the Executive Board and brings considera-
tions for improvements in the matrix. After that, the matrix is sent for analysis by the
Executive Board, which also perfects the product, and then forwards it to the Board
of Directors. Also, the proposed matrix can be presented to the Board of Directors'
support bodies, such as the Audit Committee and the Fiscal Council.

As a result of this process, Cemig builds the Top Risks Matrix, covering the Generation,
Transmission, Distribution, Commercialization, Distributed Generation, and Holding
businesses, as well as risks common to the business and/or possible adjustments to
adapt to the current Strategic Planning.

The following stand out as corporate economic, environmental and social risks prioriti-
zed by the Board of Directors:

EEEN



Top Risks identified and prioritized by Cemig

CMIG

Top Risk

Non-payment level higher than that ac-
knowledged by the legislator

Dam breaches and extreme hydrological
events

Accident with the population along low and
medium voltage lines

Accidents and diseases among the work-
force

Lack of liquidity in the company

Non-compliance with environmental
obligations

Description

Non-payment level higher than expected in the short
term and/or above the one acknowledged by the
regulatory body in the long term.

Sudden and uncontrolled release of a large volume
of water from the reservoir of the dam, considering
damage related to natural floods, droughts and dam
breach events, to the downstream valley.

Situations that pose a risk of an accident (with
electric shock or not) to the population, specifically in
distribution assets, whether in substations, or low or
medium voltage networks.

Serious accidents (with leave of more than 15 days,
incapacitating injuries, amputations or fatalities) or
(occupational) accidents and illnesses that cause
leave of absence of less than 15 days, compromising
the corporate indicators.

Cash balance at zero or lower than accounts payable.

Non-compliance with environmental obligations
and legislation applicable to the Expansion, Mainte-
nance and Operation of the Assets of Cemig Group
Companies.

AR S1N SUSTENTABILIDADE 2020

Examples of Potential Impacts

i) inadequacy of operating costs and annuities to the
limit of the regulatory coverage approved by Aneel

ii) reduction in the company's profitability”.

Social: Impacts on the society affected by the dam
breach, loss of property improvements, change in
routine, temporary loss of access ways, basic ser-
vices, education, and trade;

Economic: Damage to properties, buildings, vehicles,
infrastructure, loss of generation, loss of production,
fines and indemnities;

Environmental: damage to flora, fauna, watercourses,
and contamination.

Serious or fatal accident and interruptions in the
power supply.

i) Increase in expenses with leave of absences

ii) Loss of productivity
i) Payment of interest or fines due to delays, and

i) Damage to the Company's Image.

i) Embargoes/Suspension of operation of facilities

ii) Legal liability (civil, criminal or administrative) of
the entity and/or individuals.

Examples of Mitigation Actions

Negotiation campaigns

Readjustment plan for the overflow capacity of
spillways

Investment plan for improvements in operational/
electromechanical vulnerabilities.

- Creation of a Working (GT) for communication,
security, legal affairs and property security;

- Shielding of underground power line conduit boxes.

- Service Level Agreement for Health and Safety at
Work with Cemig’s areas;

- Structured communication campaign with workers
and the leadership.

N/A

Management system for monitoring environmental
constraints

Development of soil bioengineering techniques for

surface drainage and control of linear erosion along
transmission and distribution lines.



Among the Top Risks, Cemig seeks to identify and manage non-financial and/or emerging medium and long-term risks that may significantly impact the company’s business. In
the last matrix of risks, we identified the following emerging themes:

Emerging risks identified by Cemig

Top Risk

Inefficiency in measures
to minimize and adapt
to the impacts of cli-
mate change at Cemig

Changes in the way of
using the Distribution
system (DG)

CMIG

Description

They refer to the inadequacy
of mitigation and adaptation
measures to climate change
in the long run, resulting
from non-implementation or
inefficiency of the measures
necessary to minimize the
impacts resulting from
extreme weather events..

The evolution of micro and
minigeneration has taken
place at levels higher than
those projected by Aneel in
its most optimistic forecasts,
with a significant increase
trend for the next 3 or 5
years. It has been noticed
that the injection estimated
for 2023 has already been
achieved in 2020.

Examples of Potential
Impacts

i) Damage to the power

generation, transmission and -

distribution infrastructure,
which may cause interrup-
tion of those services

ii) Loss of revenue and mar-
ket due to new low carbon
solutions implemented by
competitors.

i) Expansion of the system
for GD service without asso-
ciated load growth (market)
(construction works for GD
connection in regions with
low consumption density

ii) Distribution Utility revenue
reduction.
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Examples of Mitigation
Actions

Structuring and execution
of the 2023 - 2027 Distribu-
tion Development Plan (PDD);

- Research and Develop-
ment (R&D) Program;

- Distribution Operations
Center of the Future (deploy-
ment of software based on
the concepts of time-orient-
ed and hyper-vision visual
analytics, responsible for pro-
viding situational awareness
to operators via a graphic
interface).

- Research and Develop-
ment (R&D) Program

- Distributed Energy Re-
source Management System;

- Diagnosis of Improvement
Drives (the objective is strati-
fying the points of improve-
ment of the whole Distributed
Generation connection pro-
cess by priority performance
drivers by grouping them up
and focusing on the most
relevant causes).

Failure in the protection
to, availability of and
unauthorized access to
corporate and operating
computing resources
(Cyber Risk)

Failure in the protection to
and availability of computer
systems rated as mission
critical. It is noteworthy that,
due to the dynamics and
uncertainties associated
with attack technology and
systems protection, this risk
covers scenarios of up to
five years, considering an
emerging view.

i) Loss of integrated control
of the electric power system
(Distribution and Generation/
Transmission);

ii) “Loss of productivity with
consequent reduction in
operational efficiency.

- IT Service Continuity Plan
(seeks to ensure availability
of the Company's computer,
information technology
infrastructure and telecom-
munication systems, thus
reducing the chance of
interruption of the organiza-
tion's businesses supported
by those systems and by
that infrastructure and/or
reducing the time to have
them back up in the event of
an interruption);

- Continuous management
of technical vulnerabilities.



’

tee (CMRC) stands

in the Corporate Risk Mo-
the process effectiveness and

the Company operates, as well as its
ify the major risks and recommend priority
to the Executive Board;

nal controls and the actions taken to minimize the
able of compromising the achievement of Cemig's strategic
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Cemig does not centrally manage opportunities. However, the Company submits the
proposed Corporate Risk Matrix to different levels of management and administration
to gather their understanding regarding the prioritization that should be given to each
risk.



R COMES FROM

Power is a word that has accompanied Cemig since its foundation. It is present in
everything the Company accomplishes when fulfilling its Mission and for the realization
of its Vision. This power can be seen in the day-to-day work of its employees and other
collaborators, in the relationship with its suppliers and in the constant search for ex-
cellence in service to its customers and consumers. This power can also be seen in its
social and environmental performance. And it is reflected in its economic performance.

4 CUSTOMERS

A continuous search for customer satisfaction is part of Cemig's Vision. The commit-
ment to excellence in the provision of services and good relations with customers is one
of the principles stated in the Company's Code of Conduct.

4.1 MARKET DEVELOPMENT

11 Mocomunes

abe

The Cemig Group trades energy via Cemig D and Cemig GT companies, and wholly
owned subsidiaries Horizontes Energia, Sa Carvalho, Cemig PCH, Rosal Energia, CE
Prajuru Beaches, CE Volta do Rio, Cemig Geracao Camargos, Cemig Geracao Itutinga,
Cemig Geracao Salto Grande, Cemig Geragao Trés Marias, Cemig Geracao Leste, Ce-
mig Geragao Oeste, and Cemig Geragao Sul.
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The figure below shows the electrical energy balance in Cemig's consolidated market,
comprising sales operations realized by the Group companies in the year 20204,

43 Eu2, G3 and EU12, G3




Electrical Energy Balance« January to December 2020

TOTAL RESOURCES

TRADED
ENERGY

75.258

Own Generation

Self-Production Energy

Affiliate Companies’ Energy
Basic Network Generation Losses

Itaipu

Regulated Agreements LOSSES -
Purchase in MRE DISTRIBUTION
NETWORK

6.792

Purchase in CCEE
Bilateral Agreements
CCEN

CCGF

Receivables in RD
PROINFA
Co-generation

LOSSES -
BASIC NETWORK

467

Cemig Group (Wholly-Owened Companies;

CEMIG D SALES IN THE CAPTIVE MARKET
25,600

CEMIG GT SALES IN THE FREE MARKET
24,259

PASS-ON TO SELF-PRODUCERS
0

AFFILIATE COMPANIES’ SALES
1,600

CEMIG GT SALES
TO DISTRIBUTOR UTILITIES
2,222

SALES IN MRE
2,564

SALES IN CCEE
19,087

44 The Electrical Energy Balance includes Cemig D, Cemig GT, Cemig PCH Horizontes, Rosal, Sa Carvalho and SPEs, and
excludes transactions among the companies; Regulated Contracts: energy trade contracts in the regulated environment
(CCEAR and auctions); MRE — Energy Realization Market; PROINFA - Program of Incentive to Alternative Sources of Energy;
Sales of Affiliate Companies: bilateral contracts of companies Cemig GT, Sa Carvalho, Horizontes, Rosal, Cemig PCH and
SPEs; Sales of Cemig GT to Distributor Utilities: sales of Cemig GT in the Regulated Contracting Environment (ACR)

CMIG AR RIS EVNEGIRINS REPORT 2020

The energy traded by the Cemig Group in 2020 totaled
53,309,140 MWHh. Sales of energy to final consumers
and in-house consumption totaled 39,402,291 MWh,

a decrease of 9.5% compared to 2019. Sales to Distri-
butors and Traders/Generators/Independent Energy
Producers totaled 13,906,848 MWh, a 24% increase over
the previous year. Cemig's performance, broken down in
its different consumer classes, is detailed below?s.

Homes

Home consumption accounts for 20.6% of the energy
distributed by Cemig D and totaled 10,980,626 Mwh, a
4.2% increase in the period from January to December
2020, against the same period in 2019,

The average monthly consumption per consumer in
2020 was 128.6 kWh/month, which corresponds to an
increase of 2.0% against the previous year of 126.17 kWh/
month. The consumption behavior in homes can be
explained by:

* A 2.1% increase in the number of consumer units;

+ People staying longer at home due to the
pandemic.

45 Electric Sector GRI EU-03.




Industrial

Energy billed in the Industrial class to captive and free
customers in Minas Gerais and other states amounts to
23.9% of the volume of energy sold by the Cemig Group
and totaled 12,731,167 MWh from January to December
2020, a decrease of 14,4% compared to 2019.

This result reflects the 25.6% reduction in the captive
segment and the 12.3% reduction in the free market, and
can be explained by:

* The industrial class strongly affected by the crisis
caused by the pandemic, resulting in reduced con-
sumption;

* The captive segment impacted by the migration of
consumers to the free market;

 termination of the contract for a large client of Gera-
¢ao Salto Grande.

Commercial and Services

Energy billed in the class to captive and free customers
in Minas Gerais and other states amounts to 16.1% of
the volume of energy sold by the Cemig Group and tota-
led 8,671,078 MWh in the year 2020, a decrease of 8,2%
compared to 2019.

CMIG
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The behavior of this class is associated with a 15.9%
decrease in the amount of energy billed to Cemig D’s
captive consumers and a 1.6% increase in the amount of
energy billed by Cemig GT and Wholly Owned Subsidia-
ries to free customers, in Minas Gerais and other states
of Brazil. The following factors may explain the behavior
mentioned: :

* Reflexes of the crisis caused by the pandemic;

* Reduction of the captive market of this class, due to
the migration of consumers to the free market and to
distributed microgeneration;

* Expansion of the free market of this class, due to the
adhesion of new consumers.

Rural

The consumption of the rural class, which reached
3,766,186 MWh, amounts to 7.1% of the energy sold by
Cemig, amounting to a 0.8% decrease in 2020, in com-
parison to 2019.

Other classes

The power supplied to the other classes - Public Power,
Public Lighting, Public Service, and In-House Consump-
tion - which uses 6.3% of the Cemig Group's energy,
totaled 3,353,235 MWh in 2020, a decrease of 8.7%,
against 2019.

In the Street Lighting class, there was the impact of an
adjustment made to the billing calendar (Aneel Reso-
lution No. 888/2020), and the adoption of LED lamps
(more economical) in some municipalities.

Sales in the Free Contracting
Environment (ACL) and bilateral
agreements

In 2020, energy sales reached 11,808,227 MWh, amou-
nting to an increase of 20.3% compared to 2019. At CE-
MIG GT there was a higher volume of short-term sales
to traders in the first months of 2020, with the objective
of redeeming part of the high credit that the Company
has at CCEE. In addition, there were sales made with
supply in the second half of 2020, in the expectation of
recovering part of the reduction caused by the drop in
consumption by free customers.

Sales in the Regulated Contracting
Environment- ACR

Energy sales in the ACR totaled 2,098,622 MWh from in
2020, a 0.4% decrease compared to 2019.



Cemig Group's market performance is detailed in the

following table:

Energy sales by class

Description
Sales to Final Consumers
Homes
Industrial
Captive
Free
Commercial
Captive
Free
Rural
Captive
Free
Other Classes
Private Consumption
Wholesaling
ACR
Free and Bilateral Agreements
TOTAL

CMIG

Amount (un)

8,697,006
7,113,837
30,63
29,525
1,105
778,119
776,942
1177
688,212
688,201

11

86,208
708
381

27

354
8,698,095
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Energy (MWh)

39,368,202
10,980,626
12,731,167
1,772,812
10,958,355
8,571,078
4,383,757
4,187,321
3,766,186
3,749,372
16,814
3,319,146
34,089
13,906,848
2,098,622
11,808,227
53,309,140

GAS SALES

Cemig also operates in the natural gas trade and distribution segment by means of its
subsidiary Gasmig, which is the exclusive distributor of piped natural gas throughout
the state of Minas Gerais.

In the year 2020, Gasmig traded a total of 945,726,509 m? of gas: 76% for the industrial
segment, 15% for thermal generation, and the other 9% divided among the automotive
and home segment and others.
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distributor utility, and have an energy demand over 500kW. They can be customers of the industrial, commercial
and rural classes;

4.2 OUR CUSTOMERS
AND CONSUMERS

Cemig seeks to offer a differentiated and excellent
service to all customers. Along those lines, the Com-
pany has an oversight department solely dedicated to
guaranteeing custom-made service and a team of pro-
fessionals with specific technical knowledge who are in
charge of managing the contracts and all customers’

(Il1) Electric sector players (independent energy traders, generators and producers) serviced in the ACL; and

(IV) Power distributor utilities that work in other concession areas serviced in the ACR.

In December 2020, the Cemig Group reached the mark of 8,698,095 billed customers group 1.85% increase against
December 2019. Of this total, 8,697,714 are final consumers*® and for their own consumption and 381 are other
players in the Brazilian electricity sector, as shown in the table below.

GAPTIVE

CONSUMER FREE ENERGY MARKET

0% SPECIAL I

46 The policy provides for the
presentation of the following
topics to the Board of Directors

S0 FREE

demands. Additionally, they work in prospecting and
attracting new customers.

Any voltage level

Demand equal to or

Demand equal to or above 0.5MW
and customers with loads below

in the last quarter of each year.
an estimate of the various

(high, medium or above 1.5MW, medium or markets to be served and

low). high voltage customers 0.5MW, but that, together, add up to projections of average price
; i ~\/46 A iahi i serviced. loads equal to or above that threshold and average tariff; Estimate
The Energy Trading Policy* aims at establishing gui of Tariff Readjustments and
i i i ith i ) - Revisions, in average figures,
delines for the relationship with its consumers under Energy purchased Can purchase energy e I R e ey Revisions, In average figu

at the distributor
utility only.

from any generator such as wind, solar and hydropower

Regulated Agreements and also its customers under
or seller. plants.

Free Agreements.

revision cycles; Estimate of the
evolution of average energy
prices, resulting from auctions
and bilateral contracts; Estima-
te of the evolution of the Price
of Settlement of Differences

- PLD; and Risk mitigation
strategies (with the actions
and/or products adopted) and
criteria for determining under
or over renewal of contracts at
Cemig D S.A.

[102-6] Cemig's types of customers are:

Number of customers by class

(1) Captive customers, located in the concession area in
the state of Minas Gerais: consumers who are linked
to the distributor, with power demand below 500kW.

19/20 Variation

Final Consumers 8,408,481 8,636,461 8,697,006 1.9% 47 Cemig Group'’s free
That kind of consumer i rvi nly in the Requ- customers are also located
atkindo C? su e. s served only in the Regu Home 6,817,365 6,966,696 7113837  21% in the following states: Acre,
lated Contracting Environment (ACR). They can be ndustrial 23008 5065 5063 o Alagoas, Amapa, Amazonas,
. L . . ndustria , , , 0.1% : o L
consumers of the residential, industrial, commercial, Eﬂaaﬁfﬁﬁgg'r,\';gtiaé'rtgégg'f/lséto
. - . . . Commerce and Services 721,149 806,602 778,119 -3.5% Grosso do'SuI Para Pa;ané
rural, public power, public lighting, and public service . rard, b :
Rural 712,793 647,066 688,212 6.4% Pemambuco, Piaul, Rio de
classes; ' ' ’ e Janeiro, Rio Grande do Ngrt_e,
Public Sector 84,171 85,438 86,208 0.9% 2'0 ?racn‘fe do Sgh Rg’”dl"“'a'
(I1) Free customers in the state of Minas Gerais and in San 2 aﬂa' o aior
) ) o Private consumption 702 715 708 -0,01 ergipe and Tocantins.
22 other states* in Brazil and the Federal District: 48 Final consumers include
. Wholesalin 352 342 381 41%
consumers who can buy energy in the Free Contrac- g types () and (1)
TOTAL 8,409,535 8,537,518 8,698,095 1.9%

ting Environment (ACL), are not just linked to the
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The 3.5% downturn noticed in the Commerce and Services class is strongly related to
the negative impacts of the pandemic on the tertiary economic sector, although there
was also the migration of consumers to the free market and distributed microgenera-
tion, which also contributed to reduce the captive market.

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 is given in the table below, by class.

Free customers who pay for using the Cemig

D’s distribution
2018 ‘ 2019 ‘ 2020 ‘ P
Industrial 574 707 847 19.8%
Commercial 555 724 907 25.3%
Rural 6 7 17 142.9%
Authorized dealer 3 3 3 0.00%
TOTAL 1,138 1,441 1,774 23.1%

CORPORATE CUSTOMERS

Potential corporate customers*® are subjected to a thorough credit analysis. Before the
sale is concluded, the operation is submitted for approval to the Energy Risk Manage-
ment Committee - CGRES?, to assess feasibility and verify compliance with commercial
guidelines. After their approval, the operation is submitted to the Executive Board for
deliberation.
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Cemig's corporate client portfolio accounts for a significant percentage of the share of
energy sales and, consequently, of the Company’s revenue. The focus of management
on corporate customers is the result of the acknowledgment of its importance to Ce-
mig's business. Cemig has an internal structure specially trained to deal with corporate
clients. With this structure, Cemig develops and improves its technical and commercial
relationship with its customers, who operate mainly in the commercial and service
sectors and work with great consumption of electricity.

Considering the complexity of the electricity industry, which requires extensive know-
ledge of legislation, rules and procedures for the sale of energy that govern the market,
Cemig provides a personalized commercial relationship structure, in addition to teams
and processes aimed at serving corporate customers, including®":

* Structuring the relationship divided by commercial management departments to
serve high and medium voltage customers;

* Putting together teams with technical and commercial knowledge to operate both in
the regulated energy supply market and in the free market for the sale of electricity.

» Creation of internal processes for prospecting customers, product portfolio diversi-
fication, contraction and management of trade energy, contracting the distribution
system, risk analysis, forecasting and monitoring of energy prices, customization of
customer service, submission of operations for internal approval and for deliberation
by the Executive Board.

49 the types of customers described in items (II), (IIl) and (V) are those called
Cemig “corporate customers”.

50 cGRE s composed of members from different areas of Cemig.

51 Cemig's relationship channels with its customers are detailed in the “Relationship
channels” section.



4.3 QUALITY OF
ENERGY

To meet the standards expected by customers and
required by the regulatory agency, Cemig carries out
actions and initiatives to improve operational mana-
gement, organize the logistics of emergency response
services, and permanently carry out inspections and
preventive maintenance of substations and distribution
lines and networks. The Company also invests in trai-
ning its professionals, in cutting-edge technologies, and
the standardization of work processes.

The Duration Equivalent Interruption per Consumer Unit
(DEC) and Frequency Equivalent Interruption per Con-
sumer Unit (FEC) indicators are the major benchmarks
used to assess the effectiveness of the actions and ini-
tiatives carried out by Cemig regarding energy supplying
quality.

These indicators show, respectively, how many times in
average the consumer was left without power and the
average number of hours that consumer was without
power. In the analysis of these indicators, Cemig looks
into the difference between interruptions caused by acci-
dents and scheduled interruptions related to procedures
for improvements in the electrical system that, eventu-
ally, demand the interruption of the energy supply.

The following charts show the evolution of the DEC and
FEC continuity indicators.
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The following charts show the evolution of the DEC®2
and FEC®2 continuity indicators.

Cemig’s DEC and FEC History
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In 2020 there was a decrease of 9.2% in relation to 2019 for DEC, while FEC remained
at its lowest value in the historical series. The DEC and FEC indicators were below the
limits stipulated by Aneel. The FEC indicator had a result of 5.05 (interruptions) against
a limit of 6.98 (interruptions). The DEC indicator showed a marked improvement, with a
result of 9.64 hours, below the limit of 10.32 hours. The 2020 result was the best ever
obtained by Cemig D and reflects the investment plans and the commitment to conti-
nuous improvement, as well as to customer service.

The constant search for improvements in these indicators is a reality in Cemig's opera-
tions. In addition to the direct impact on customer satisfaction, the extrapolation of the
limits of these indicators creates a risk for the Company. Failure to meet the regulatory
targets for quality indicators for two consecutive years or in the fifth historic year may

lead to the filing of the concession forfeiture procedure by Aneel thus involving the risk
of loss of the concession.

In 2020, approximately RS 54 million was paid in compensation to Cemig D's custo-
mers for breach of individual electricity supply continuity indicators (DIC, FIC, DMIC,
and DICRI). This compensation amount was 3.1% higher than in 2019.

Year 2018 2019 2019

Amounts spend with Indemnities (R§ M) 46.2 50.0 54.0

The Average System Interruption Index (SAID) of the Basic Transmission Network
(DEC) in 2020 was 0.06 hours, considering Cemig D's customers impacted by interrup-
tions originating in Cemig GT's transmission system.

54 Respect for life is one of the Company’s values and, in the strategic planning, efforts to
promote the safety of the population are made clear by the “Minimize Impacts on the Communi-
ty” initiative. This initiative presents a specific guideline for this topic: “Expand the prevention of
accidents with the population”.
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4.4 SAFE USE OF ENERGY

N 3 S

HEALTH JUSTICE

[103-2:416; 103-3:416] Cemig understands that a grid in perfect technical and safety
conditions, by itself, is not capable of preventing accidents from occurring, due to the
system'’s exposure to user interference and interventions.

Cemig continuously provides information and clarification regarding the safe use of ener-
gy and promoting the population's awareness of the care necessary to live near power
grids, thus avoiding accidents and saving lives.

The safe use of energy is a relevant matter for Cemig® precisely because it directly ad-
dresses issues that include the safety of both customers and the general population. The
Company is aware of the risks and dangers inherent in the use of electric energy by the
population and is dedicated to preventing and monitoring the occurrence of accidents
throughout its concession area.

[417-1] Cemig invests in communication about the safe use of energy, carrying out
information campaigns, providing technical instructions in its relationship channels,
providing teams for verification and guidance on risk situations, to inform about the
safe use of electricity, and other issues.

Throughout its concession area, Cemig implements accident prevention actions,
instructing the population directly via news reports (radio, newspapers, and TV) and
posts in social networks, and indirectly using different types of educational material
published in electronic media, and also booklets, folders and posters, besides sporadic
campaigns at the communities.



In 2020, Cemig increased its press releases, with a special focus on educational cam-
paigns, actions in which about RS 1 million reais were invested.

[417-2; 417-3] All Cemig communications comply with the recommendations of the Bra-
zilian Business Communication Association (Aberje) and ensure that companies hired
for the campaigns follow the Brazilian Advertising Self-Regulation Code (Conar). So,
there were no reported cases of non-compliance with regulations and voluntary codes
related to marketing communications or information about Company services, besides
complying with all provisions laid down in the contracts in effectss.

[416-1; 416-1] Besides that, Cemig makes various pieces of information available to the
population on its website, regarding the safe use of power®¢, both in urban and rural
areas. These precautions involve the use of energy inside homes, on the streets, in the
countryside, close to buildings, during rainy periods, festivities, etc. Accordingly, the
Company considers that 100% of the product and service categories are subject to
health and safety assessments focused on prevention and continuous improvement.
There are no records of non-conformity with laws and/or voluntary codes relating to
impacts on the health and safety caused by products and services during the period
covered by the report.

INTEGRATED COMMUNICATION PLAN FOR POPULATION
SAFETY

[103-2:416; 103-3:416] According to data released by the Consumer Defense Institute
(IDEC), Minas Gerais was the second state in the domestic ranking with the most acci-
dents involving the population in the electricity grid and the third in number of deaths in
the past ten years.”

55 In compliance with Law No. 12,232, 29/Apr/2010, which lays down general rules on public
tenders and contracts by the public administration of publicity services provided necessarily
via advertising agencies, within the scope of the Federal Government, the States, the Federal
District and the Municipalities. http://www.planalto.gov.br/ccivil_03/_ato2007-2010/2010/lei/
112232.htm
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In 2020, Cemig innovated and developed a Strategic Integrated Communication Plan
for Population Safety (2020/2021), aiming to influence a change in consumer behavior
regarding the safe use of electricity.

Among the objectives of this Plan are awareness-raising among the population, the
mobilization of the various stakeholders of the Company to include guidelines on sa-
fety in the use of energy, and awareness-raising among employees regarding preven-
tive actions inside and outside the Company. The Plan intends to disseminate mass
communication campaigns, providing information of public interest to a wide audience,
and to launch targeted communication campaigns, providing information of interest to
specific audiences.

56 Available at: https://www.cemig.com.br/usinas-do-conhecimento/dicas-seguranca/

57 Available at: https://idec.org.br/release/pesquisa-do-idec-denuncia-alto-numero-de-aciden-
tes-de-choque-em-fios-eletricos-no-brasil


https://idec.org.br/release/pesquisa-do-idec-denuncia-alto-numero-de-acidentes-
de-choque-em-fios-eletricos-no-brasil
https://idec.org.br/release/pesquisa-do-idec-denuncia-alto-numero-de-acidentes-
de-choque-em-fios-eletricos-no-brasil
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COMMUNICATION

One of its pillars is acci-
dent prevention, targeting
construction workers,
housewives, rural workers,
and others.

Cemig established coope-
ration agreements with 16
entities that have common
objectives in terms of
preventing accidents with
the population, such as the
Military Police and the Fire
Department. The capillarity
and specificities of these
entities can assist Cemig in
the dissemination of safety
information, in addition to
providing support in risk
situations identified by its
employees.



PREVENTIVE AND PUBLIC AWARENESS-RAISING ACTION IN THE
CIVIL CONSTRUCTION SECTOR ABOUT SAFETY REGARDING THE
POWER GRID

With the support of the Minas Gerais Construction Materials Trade Association (Aco-
mac-MG), the Minas Gerais Civil Construction Industry Union (Sinduscon-MG), and
other institutions, Cemig developed videos simulating various accident situations in the
industry. Accidents are more common in informal construction works, usually carried
out by workers without proper qualification and training, and the videos have tried to
show some of these risks and how to avoid them. The idea is that these videos should
arouse, especially in the publics of the civil construction sector, the need to carry out
works safely and with respect to the power grids.

In 2020, Cemig reduced the number of accidents in civil construction works by 35%,
compared to 2019. Even with the pandemic, the sector grew by 42%, which shows gre-
at progress in reducing accidents, even with a greater number of works and workers.

Footage of awareness videos on the safe use of energy in construction
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Acting on another pillar of the Plan, that of education, Cemig made remote training on
Electricity Safety®® available in 2020, free of charge and directed to the population from
the age of 10. The course is also available for people with hearing and visual impair-
ments. The training aims to enhance the dissemination of information on the safe use
of electric energy and expand public knowledge on the subject. It is structured into 5
modules:

Module 1- The pathways of energy: from generation to our homes - 2 hours

Module 2 - Electric power system (SEP) - 4 hours.

Module 3 - Basic rules for living well with SEP - 6 hours.

Module 4 - Safe use of energy: prevention tips - 20 hours.

Module 5 - Safe use of energy: extra tips - in the home - 8 hours.

58 Link for enrollment in the Remote Training — Electricity Safety training:
https://univercemig.cemig.com.br/


https://univercemig.cemig.com.br/

PERF“RMANCE RESU“‘S When an accident takes place, an investigation process

is triggered and the conditions of the event are assessed
to check for a causal link between the occurrence and
Cemig's asset activity or operation. In 2020, a stratifi-
cation of recorded accidents was carried out; the table
below shows all accidents with the population.

After a worsening of the 2018 results, in 2019, Cemig again reduced the number of recorded accidents with the popula-
tion in the Company's concession area. When comparing the results of incidents with the population regarding people
who suffered effects on their health (victims of accidents), a decrease of 35.4% was recorded in relation to the 2018
figure. And a 36.4 one in relation to fatalities in that same period.

Number of Accidents with the Population - 2020

The chart below shows accidents with and without fatalities recorded in the past three years®,

History of records of accidents with the population

Accidents with the Population

Fatalities | Mandatory

200 o .
180 Bm_ld;ng construction/ 7 28
160 maintenance
o 140 Execution of rural services 3 4
g 420 Execution of teleph i 4 5
S 100 xecution of telephone services
o 80 Theft 3 6
- 60
% 40 Installation of TV/Radio antenna 1 3
2 20 Works in public roads 0 1
0
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Others 2 11
M Accidents 103 118 177 103 114 93 95 81 79 88 68 65 Operation of dump truck/crane 1 4
M Deaths 26 32 36 27 27 19 22 25 20 30 21 22 .
Tree pruning 1 1
Flying kites 0 2
TOTAL 22 65

In 2020, there were 51 lawsuits filed against Cemig
related to accidents involving the population.. Cemig
continues making efforts to reduce accidents with the

59 Electric Sector GRI: EU-25. population in order to record increasingly fewer accidents
and no fatalities.
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4.5 PROTECTION
AGAINST LOSSES

12 cosueror [ 13 oo

The management of energy losses is one of Cemig's
strategic objectives, since they represent unearned reve-
nue. In addition, the greater the losses in the transmis-
sion and distribution of electricity, the greater the need
for energy generation and distribution, leading to an
increase in indirect greenhouse gas emissions. In 2020,
total losses in transmission and distribution represented
99.47% of Cemig's scope 2 emissions.

Inadequate general loss management causes a major
impact in the business, which is the commitment to the
Company'’s financial sustainability (due to decreased
revenue). On the other hand, the major risk associated
with management of these energy loss is related to
failure to meet the regulatory targets laid down by Aneel
for the current tariff cycle (2018 to 2022).

Finally, the control of electrical losses is related to the
quality of the energy supply and the safety of the popula-
tion, both topics considered relevant for the Company.

The models adopted by Aneel have presented increasin-
gly challenging limits for companies in the sector. When
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considering the limits imposed by Aneel in the last tariff
review, it is possible to attest to the high degree posed
by risk, mainly due to the adoption of simplified statis-
tical models for the calculation of technical and non-te-
chnical losses. Also, the changes made by the Federal
Government in the electricity sector, which culminated in
successive tariff readjustments and the current scenario
of economic recession, led to restrictions on the budget
required to make the necessary investments and put
controls in place.

The Indicator of Total Losses in Distribution (IPTD) is
calculated using the difference between the total energy
injected into the distribution system, determined with
the Electric Energy Trading (CCEE), and the total energy
consumed by the market. IPTD is segmented into techni-
cal losses (PPTD) and Non-Technical Losses (PPNT).

TECHNICAL LOSSES

Technical losses are those inherent to the energy
movement and distribution process along the transmis-
sion and distribution equipment and lines. Its result is
influenced by the conditions of energy movement from
the plants, the performance of works to improve the
electrical system, changes in consumer behavior, and
other factors. Technical losses are calculated using the
current regulatory methodology (Electricity distribution
procedures - module 7¢°).

Noteworthy is the improvement obtained by Cemig in
the regulatory coverage of technical losses. Coverage in-
creased from 7.84% in the 3rd tariff cycle (2013 to 2018)
to 8.77% in the 4th tariff cycle (2018 to 2023), which

represents an increase in financial revenue, amounting
to RS 90 million, annually.

The reduction in technical losses has been provided by
the deploying of works to reinforce the electrical system,
via the Distribution Development Plan (PDD). In 2020,
three new substations were powered up: Eléi Mendes,
ltabira 6 and Romaria. Still in 2020, feeder lines were
reconfigured, which represents a reduction in energy
losses of 2,482 MWh/year (RS 521,000/year).

Finally, the significant increase in energy injected via
distributed generation in the medium and low voltage
system has also contributed to the reduction of techni-
cal losses.

NON-TECHNICAL LOSSES

Non-technical losses relate to deficiencies or irregularities
in the measurement and billing of consumer units, as well
as the existence of power hogs in the distributor utility's
network. Non-technical losses are calculated by the diffe-
rence between total losses and technical losses.

As the majority of non-technical losses occur in the low
voltage network, Aneel defines the percentage indicator of
those losses in relation to the volume of energy conveyed
along the low voltage network. This way, the control and

60 www.Aneel.gov.br/modulo-7
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decrease of non-technical losses is essential to minimize
Cemig's financial losses, which are, in part, passed on to
the consumer tariff in the tariff review process.

To reduce the levels of non-technical losses, Cemig has
boosted the deployment of actions to combat power
hogs after a period of increase of the indicator due to the
Brazilian economic recession.

Legalization of power hogs - Gléria Community, in

Uberlandia:

In 2020, Cemig promoted several combat actions, inclu-
ding carrying out 484 thousand inspections throughout
the state of Minas Gerais, amounting to an increase of
58% against 2019, when 306 thousand inspections were
carried out. These inspections meant a RS 90 million
increase in Cemig's revenue. In addition, approximately
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RS 33 million was obtained from retroactive collections
on irregularities charges.

Other actions taken in 2020 to mitigate non-technical
losses included:

* Remote monitoring of over 40 thousand large custo-
mers, representing a screening of approximately 60%
of Cemig D's revenues;

* Removal of over 1,100 power hogs;

* Replacement of 81 thousand obsolete meters, thus
modernizing the measurement system throughout the
state of Minas Gerais;

* Elaboration of 270 documents that show the frauds
identified in measurement systems and were forwar-
ded to the police authorities aiming at the criminaliza-
tion of recurrent scammers;

Finally, in order to reach the target set for Cemig regar-
ding regulatory losses by 2022, the company prepared
an Energy Recovery Plan; and the following actions are
scheduled for 2021:

* Execution of 455 thousand inspections at consumer
units;

* Replacement of the communication system of 1,600
free customers, allowing for greater reliability and
faster billing.

* Deployment of smart meters at 159 thousand low
voltage customers;

* Replacement of 100 thousand obsolete meters;

* Renewal of registration of 1.2 million street lights;

* Rectification of the energy supply for 20 thousand
families living in seizure and low-income areas;

* Efforts to identify and mitigate sources of administra-
tive losses.

TOTAL LOSSES

In relation to the results of the indicators calculated in
2020, the total losses in distribution rate - IPTD was
12.56% against the total energy injected into the distribu-
tion system. Of that total, 8.77% was related to technical
losses (PPTD), while 3.80% pertained to non-technical
losses (PPNT) against the total energy injected into the
distribution system. This result is above the 11.43%
target established by Aneel for Cemig in the tariff cycle
in effect in 2020.

The 2020 result was lower by 1.07 percentage points,
when compared to the value of 2019, when IPTD was
13.57%. In 2022, the target determined by Aneel for
Cemig will reach 11.23%, which will require continuous
efforts to adjust the Company to the regulatory coverage
of losses®.

61 Eu12, G3




Regarding the PPNT indicator, the result in 2020 was 9.96% for the low voltage market,
for a regulatory target of 6.89% (a result 0.5. p.p. lower than the 2019 one).

Total Losses in Distribution

11.75% 11.49% 11.43%
2018 2019 2020

mmmmm PPTD  mmmmm PPNT = == - Regulatory Limit

In 2020, the Basic Transmission Network loss index was 1.60%, calculated by the ratio
between participation in the proration of the basic network losses carried out by CCEE,
counted due to power consumed (Cemig D) and energy generated (Cemig GT and sub-
sidiaries), and energy traded.

PAYMENT DEFAULT

Cemig uses communication and collection tools to prevent an increasing in default,
including telephone calls, sending of e-mails, SMS messages, and collection letters, the
blacklisting of defaulting customers, judicial collection and, mainly, cutting the power,

The year 2020 was especially challenging for the Company, given the unprecedented
effects of the pandemic on tax collection and collection activities.
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In the second quarter, the challenges were even greater, due to the impact of move-
ment restriction efforts and limited use of collection tools, especially power cuts (Nor-
mative Resolution No. 878/20% and Federal Law 14,015/20%), as well as the strong
economic downturn in the country.

The improvement in the indexes was gradual, starting on the months of May and
June, with stabilization in the last quarter at a level above 97% of collection and
defaults below 5%.

These results were the fruits of the Contingency Management Plan for Mitigation of
Default, which was grounded in four basis:

* Monitoring of indicators: daily sending of information on collection and outstanding
debts, and monthly on default to the top management, leveraging the efficiency of
the decision-making process;

* Intensification/improvement in the use of the available collection tools: e-mail, SMS,
blacklisting with the credit analysis information companies for business decisions,
suspension of the electricity supply whenever possible, delivery of a collection letter
together with the power bill, collection via digital/online platform, protest, and admi-
nistrative and judicial collection. Regarding the suspension of supply, it is worth no-
ting the expansion of the remote cut for the next cycles (around 320 thousand over
the next two years, focused in Belo Horizonte) and the adoption of a target selection
software tool based on machine learning. In 2020, a specialized consulting company
was hired, with the objective of making a diagnosis and proposing improvements in
the entire Revenue Protection process;

62 Normative Resolution No. 878/20, which prohibits the suspension of supply by default of
consumer units related to the supply of energy to services and activities considered essential,
and of subgroup B1 residences, low-income subclasses, rural residential subclass, and of B2
subgroup. https://www.in.gov.br/en/web/dou/-/resolucao-normativa-n-878-de-24-de-marco-
-de-2020-249621270

63 Federal Law No. 14,015 / 20, which prohibits the suspension of the provision of public services,

such as water, gas and electricity, on Fridays, Saturdays, Sundays, holidays or the eve of holidays.
https://www.in.gov.br/en/web/dou/-/lei-n-14.015-de-15-de-junho-de-2020-261697846


https://www.in.gov.br/en/web/dou/-/resolucao-normativa-n-878-de-24-de-marco-de-2020-249621270
https://www.in.gov.br/en/web/dou/-/resolucao-normativa-n-878-de-24-de-marco-de-2020-249621270
https://www.in.gov.br/en/web/dou/-/lei-n-14.015-de-15-de-junho-de-2020-261697846

* Easing up of the rules for payment in installments
and incentive for on-sight payment of the amounts in
arrears. A specific negotiation campaign was carried
out for customers with a momentary impediment of
suspension of the energy supply or with paralyzed ac-
tivities: low-income, public or philanthropic hospitals
and micro-businesses whose activities were suspen-
ded as determined by the State Government, for as
long as the pandemic lasts;

* Expansion of negotiation channels:
o Cemig Atende Web, at www.cemig.com.br;

o Assistance via administrative collection companies

for regular and irregular consumption debts and cons-
truction works/services (amount collected of approxi-
mately RS 8 MM);

o Digitalization of the debt installment payment pro-
cess via WhatsApp at 31 3506-1160, with an increase
in the volume of transactions by more than 12 thou-
sand/month;

o Exclusive call center for negotiation via phone num-
ber 0800 721 7003;

o Virtual service scheduled on Cemig's website.

o Conducting of negotiation campaigns during the
peak of the pandemic, thematic campaigns (FGTS
and Emergency Aid) and participation in negotiation
fairs with one of the Credit Bureaus with the best
reputation.

* Diversification of payment methods:

o Receipt of hills and installments via debit and credit
card, via the electricians, meter readers and Cemig's
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customer service website;
o Partnership with a company that offers cashback;
o Accreditation of Digital Banks for collection;

0 Expansion of the number of accredited banks for re-
gistering “Direct Debit” straight on Cemig’s digital service
channels and boosting of communication and marketing
campaigns focused on that payment method;

o Payment via PIX (QR Code) on power bills - expected
to be implemented in 2021.

In 2020, Cemig D recorded RS 153.57 million of Estima-
ted Losses from Doubtful Credits (PECLD), a reduction
of RS 45.7 million compared to the previous year. The
reduction was due to the effects of the actions reported
above and the mitigation of the credit risk of the Minas
Gerais government debts in view of the negotiation to
offset the energy consumption debts due by June 2019.
For this, ICMS tax credits were used, pursuant to article
3 of State Decree No. 47,908/2020%, which regulated
State Law No. 47,891/2020°¢.

In 2020, 684,978 power cuts were carried out, 372,660
less than in 2019. This reduction was due to restrictions
on termination activities imposed by Aneel, through
resolution 878, due to the pandemic.

In 2020, the Loss Rate of the Basic Transmission Grid
was 1.60%, calculated by the relation among the partici-
pation in the apportionment, carried out by the CCEE, the
basic grid loss, accounted due to the energy consumed
(Cemig D) and the energy generated (Cemig GT and
subsidiaries), and the commercialized energy.

Duration and number of power cuts
performed in 2019

Cut duration time Number of cuts by

duration
< 48 hours 252
48 Hours - 1 week 101
1 week - 1 month 62
1 month - 1 year 150
>1 year 3

64 state Decree No. 47,908/2020, which determines that the
tax credit for the Tax on Transactions related to the Circula-
tion of Goods and Interstate and Intermunicipal Transport
and Communication Services - ICMS under the responsibility
of the suppliers themselves, may be offset against debts
from direct Public Administration agencies, foundations and
state authorities resulting from the purchase of electricity,
telecommunication services, and liquid or gas fuel derived

or not from petroleum. Article 3: The compensation referred
toin art. 1 will depend on the supplier's request, signed by

a legal representative and addressed to the State Finance
Secretariat - SEF within 120 days from the publication of this
decree. http://www.fazenda.mg.gov.br/empresas/legisla-
cao_tributaria/decretos/2020/d47908_2020.html#:~:text=Dis-
p%C3%B5e%20s0bre%20a%20compensa%C3%A7%C3%A30
% 20de, specifies% 2C% 20e% 20d% C3% A1% 20other%
20provid% C3% AAencias.

65 State Law No. 47,891/2020, which decreed, as of May
4,2020, a state of public calamity within the entire State, in
effect until December 31, 2020, due to the socioeconomic and
financial impacts resulting from the Covid-19 pandemic.


https://www.cemig.com.br/

4.6 RELATIONSHIP WITH CUSTOMERS

Cemig has a Consumer Council that represents the
interests of all consumption classes collectively and pro-
motes the defense of their rights. It consists of six full
members and six deputies, representing the following
classes of consumption: residential, industrial, commer-
cial, rural, and government.

The Council is charged with giving due treatment to
the suggestions received, cooperate in inspections and
accept charges and complaints made to Cemig, based
on the general conditions of power supply.

In 2020, the Council held six general meetings to discuss
relevant issues related to the legislation and regulation
of the electricity sector, service indicators, ombudsmen
offices, works execution plan, impacts of Normative
Resolution 800, and Distributed Generation, impacts of
Normative Resolution 800 and Distributed Generation,
impacts of MP 950/2020 — Covid-Account and pande-
mic-related customer service.

The Council also provided contributions to Public Hearin-
gs (AP) and Public Inquiries (CP) from Aneel intended to
obtain subsidies on several relevant topics, such as:

¢ CP 001/2020: extension of the deadlines for the
registration review of the tariff benefits treated by Nor-
mative Resolutions No. 414/2010 and No. 800/2017;
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Positions sent to MME, Aneel and Cemig on the sha-
ring of the burden on the electricity industry resulting
from the pandemic;

Sending of an administrative appeal to Aneel on Ce-
mig’s tariff readjustment in 2020;

CP 011/2020: 2020 tariff flags

CP 029/2020: methodological improvement of the
treatment of energy losses and irrecoverable revenues
and of the Tariff Regulation Procedures (PRORET);

CP 062/2020: : review of the methodology for calcula-
ting Regulatory Operating Costs - PRORET sub-modu-
les 2.2 and 2.2A;

CP 035/2020: obtaining subsidies for the improve-
ment of the Normative Resolution that regulates De-
cree n° 10,350/2020, regarding the financial aspects
impacted by the Covid-19 pandemic;

CP 035/2020 - phase II: improvement of the propo-
sed regulation of art. 6 of Decree 10,350/2020, on the
economic-financial recovery of concessions;

CP 038/2020: amendments to Normative Resolution
No. 878 from March 24, 2020, which deals with me-
asures to preserve the provision of public electricity
distribution services due to the public calamity related
to the Covid-19 pandemic;

PLS 232/2016 Analysis: portability.

MAJOR RELATIONSHIP
CHANNELS

Due to the scope of Cemig's concession area (a presen-
ce in 774 municipalities), diversity in relationship chan-
nels is an essential resource to provide quality service to
its customers.

With a focus on the

(1] . .
I-;L!-? customer, Cemig aims
VIRTUAL

at getting closer to and
strengthen relations with
its consumers and offer a
modern and streamlined
service with quality and
transparency. To that
effect, there are service channels available that bring
together various means, such as face-to-face, telephone,
and virtual communications.

Cemig is aware of the growing demand for virtual
channels, and has invested in the diversification of these
service channels without, however, failing to offer other
channels with the same care and quality required to
guarantee consumer satisfaction.

All this apparatus is essential to provide adequate servi-
ce to its more than 8.6 million customers who, in 2020,
requested over 94 million services through the several
channels. Even with the Covid 19 pandemic, that figure
amounts to a 16% increase, when compared to the total
number of contacts carried out in 2019.



One of the highlights was a 55.7% increase in the number of calls made through digital channels in 2020. There were
59.2 million interactions in 2020, against 38 million in the previous year. In 2020, digital services amounted to 72% of

calls for services and solutions.

Through the Virtual Web Branch®, available on Cemig's
website, the customer can request various services,
such as bill duplicates, debit consultation, change
payment due date, register the invoice sending by email,
change of holder, new connection, and others.

The Virtual Web Branch also offers segmented service,
with exclusive areas to serve customers of distributed
generation, medium voltage large customers, designers,
and others. In 2020, more than 21 million contacts were
made via the Virtual Web Branch.

The virtual channels include the Cemig Atende applica-
tion, available for Smartphones and Tablets on Android
and 10S platforms. Through that application, customers
can access several services, such as recording a power
outage, providing meter readings, checking outstan-
ding debts, getting a duplicate from their bill, and other
services. Also, customers have access to information
about their call register, about Cemig, energy tips, and a
consumption simulator. In 2020, 28.4 million contacts
were recorded.

66 The Virtual Web Branch can be accessed through the
Cemig Atende option at the top of the Cemig website page -
https://cemig.com.br
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Social networks®” provide a speedy way of sharing
information and, due to their coverage, interactivity, and
the greater familiarity of the public in using the several
applications that come up on a daily basis. Based on
that assumption, Cemig also interacts with customers
in their social networks, clarifying doubts and forwarding
requests on a daily basis. Due to the pandemic, Cemig
used social networks atypically in 2020, facilitating ac-
cess of customers to the more essential services. Over

2 million direct calls were made through social networks.

Through Telegram and WhatsApp, which are totally

free applications, it is possible to obtain assistance by
exchanging messages in real time. There are three servi-
ces compatible with all smartphone operating systems,
customers can access several services, namely:

* Telegram: automated service via the @CemigBot bot.
Customers can request the creation of a register,
obtain information on debit, inform meter reading and
complain about lack of energy in the installation.

* WhatsApp: at +55 31-3506-1160, Cemig offers some of
its main services, such as informing readings, debits
and power outages, among others. In 2020, 4.7 million
calls were made through this channel.

Face-to-face service is provided by the “Cemig Facil de
Atendimento” customer service network, through 142
branches and 635 Customer Centers. In 2020, due to the
pandemic, the Company adopted as security measures
the temporary closure of branches and the scheduling
of appointments. 9.82 million contacts were registered
through this channel, 10% less than in 2019.

67 social networks: Facebook.com/Cemig.atende); Twitter
(@Cemig_atende); Instagram (@cemigenergia)



https://cemig.com.br

In order to speed up service at service centers, since
2015, Cemig has offered self-service terminals there, so
that customers can obtain bill duplicates, their account
history, provide information on meter readings, and chan-
ge their invoice due date. Through self-service machines
(totems) located inside the branches and in five external
stations, 2.0 million contacts were made in 2020.

The telephone service is provided by “Fale com a
Cemig” (Talk to Cemig), by dialing 116 and 0800 721
0116 (for landline calls originating at the border of the
concession area or outside the state). The channel is
available to all customers, 24 hours a day, 7 days a
week®®. This handles requests for emergency services
related to the electrical system, information requests
for commercial services. That channel was responsible
for serving 11.32 million registrations.

Besides, Cemig provides Cemig Torpedo, a text messaging
service (SMS) by which the consumer can request assis-
tance for power outages, view debts, and send readings;
requests must be sent to the number 29810. The customer
just needs to enter the CPF or CNPJ number of the account
holder and the keyword for the desired service to receive it.
It were over 2.7 million calls served in 2020.

68 “Fale coma Cemig” has both human clerks and Interac-
tive Voice Response (IVR).
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Cemig is concerned with providing better service and interaction for its handicapped customers. That is why the
Company offers customized service in its various channels, such as online channels and Talk to Cemig calling 0800

7238007, which works as a kind of voice-activated chat for the hearing impaired. The online channels can be used by
handicapped users through adapted devices and software.

The Company website is available in Portuguese, Spa-
nish, and English. It also has features available in Brazi-
lian Sign Language (Libras) for hearing-impaired people.

Cemig offers the option of printing power bills in Braille
for the visually impaired. In 2020, 606 customers in this
situation were served, with 7,774 accounts being printed
in the year.

For customers with difficulty to access virtual chan-
nels, there is the phone customer service on number
116, and face-to-face service at Cemig Facil de Atendi-
mento branches. The customer service branches have
adequate facilities matching accessibility standards
(ABNT-NBR 90506).70

There were no calls answered on the 0800 num-
ber dedicated to hearing impaired consumers
in 2020. The contact number, which is provided
on the back of power bills, is available 24 hours
a day, 7 days a week. The calls made to this
number are redirected to representatives of the
special channel, who are the same who answer
the ombudsman office, Procon, and medium
voltage customers. For the system to work, the
call must be made using a compatible device/
system.

69 ABNT is the Brazilian Association of Technical Standards. They approve the NBR, which are the Brazilian Standards

for management systems procedures, for instance.

710 Electric Sector GRI: EU-24.



PATH TO UNDERSTANDING AND
OMBUDSMAN OFFICE

The management of the relationship channels includes
monitoring and control via the Contact Panels, where it
is possible to check the calls made via all channels. It is
also possible to check the amount of services provided
by following the logic of the Path of Understanding”
established by Aneel. Thus, a tiered order of the levels
of treatment by which the consumer complaint must
follow is established, namely:

- Itis first dealt with by the area in charge (1st level);

- Then, by the distributor utility's Ombudsman (2nd
level);

- Finally, by Aneel (3rd level).

All the relationship channels mentioned above make
up the first level for handling customer demands. At
the first level, the granularity and the volume of interac-
tions is immense, considering Cemig's more than 8.4
million customers.

If requests or complaints are not resolved at this

first level, the customer has the option of calling the
Company’s ombudsman office. The Ombudsman Office
records, instructs, analyzes and - in the best possible
way - deals with the complaints made by consumers in
the first level, that is, in the customer service channels
of the Distributor Utility, which have not yet obtained

an unsatisfactory answer as determined in the current
legislation. As a second-tier channel, the Ombuds-

man Office is an administrative and appellate body
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for settling conflicts related to Cemig's services and
requests regarding the provision of services.

Finally, if the customer is still dissatisfied, they can go
to the third level of service, making a request directly to
the Ombudsman Office of Aneel, the sector’s regulatory
agency.

If the consumer submits his complaint outside this se-
quence, their request will be sent to the correct channel
and they will be notified about this order for the consu-
mer complaint process.

The data on the demands received by the Ombudsman
Office’ in 2020, by nature and topic, are presented in
the tables below.

Number of demands by kind received by
the Ombudsman Office in 2020

Cemig's Om-  Aneel Ombuds-
Kind of Demand budsman Office man Office (3rd

(2nd Level) Level)
Contact info 14 35
Complaints 17 20
Complaints 2 80
Compliments 11 2
Suggestions 11 11

1 “Path of Understanding” is what Aneel calls the flow of
treatment of calls to Ombudsman Offices in the Electric
Sector. This flow was established in 2014 by means of a
proposal made by the National Forum of Ombudsmen in the
Electric Sector and accepted by Aneel in order to strengthen
the Distributor Utilities' Ombudsman Offices.

12 The input channels to contact the Ombudsman Office
are: phone, email, website, letter, face-toface, and Aneel.

Percentage of demands by topic received
by the Ombudsman Office in 2020

. Percentage
Demand topic Amount
Consumer Complaint 21%
Irregular Charges 3rd

Refunding of Electrical Damages8%

Network Extension 4%
Power Outage 7%
Connection Order 6%

Microgeneration Connection 5%

Registry Change 3rd
Voltage Fluctuation/Variation  3rd

Phone customer service 3rd



SATISFACTION

[102-43] Customer satisfaction is inherent to the Com-
pany’s culture and is the responsibility of all employe-
es. The positive impacts from this stance are brand
appreciation and good standing for the Company in the
markets it operates in and acknowledgment through sa-
tisfaction surveys, particular: Aneel’'s Residential Consu-
mer Satisfaction Index (IASC) and Abradee’s Perceived
Quality Satisfaction Index (ISQP).

The customer satisfaction indexes are important tools
that support the creation of initiatives and action plans
for the continuous improvement of the services provi-
ded, taking the perception of Cemig's consumers into
account. Improvements are implemented by top mana-
gement, when they identify of the opportunity, focusing
on the efficiency of processes.

Published annually by Aneel since 2000, IASC assesses
the opinion of residential customers concerning the qua-
lity of services provided by electricity distributors.

According to IASC 2019, 70.58% of Cemig's residential
customers were satisfied with the services provided by
the company, a result that exceeds the 70% goal laid
down by Aneel. The average result of satisfaction with
services provided by utility companies was 67.38%.
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History of the Aneel Consumer Satisfaction
Index - IASC (2017-2019)

Due to the pandemic, there

70.58%
was a delay in conducting
the survey with customers
68.41% and the forecast for the
disclosure of the IASC
2020 result is April 2021.
66.75%
2017 2018 2019

Cemig expects that IASC 2020 will continue to exceed the goal established by Aneel in view of its reqularized portfolio
of construction works, expansion of emergency response teams and investments in the expansion and improvement
of grids in the regions that most needed it. Also, the service channels are now more efficient and diversified, and
communication with different publics is more human and closer.

Another important satisfaction indicator is ISQP. The year 2020 saw the 22nd edition of this survey conducted by
Abradee to assess the satisfaction of residential customers. With a result of 78.9 points, amounting to a 7.9% increa-
se in relation to 2019, Cemig is among the 12 best energy distributors in Brazil with more than 500 thousand con-
sumers. The industry average is 74.9 points. Four surveyed areas showed improvements: supply, customer service,
image, and power bill.



Cemig’s ISQP historical series
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Customer satisfaction is an ongoing issue in the internal communication media,
reinforcing the awareness of employees and contractors about their responsibility and
contribution in this process.

In 2020, Cemig started applying a methodology that allows for measuring
customer satisfaction, called Net Promoter Score (NPS), and up to 24 thousand
opinions are expected to be collected through that. The Company expects to ob-
tain more assertive information on the satisfaction of each kind of customer, and,
as a consequence of that, an action plan for ongoing improvement of the level of
satisfaction.
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4.7 INFORMATION SECURITY

16 5"

[103-2:418; 103-3:418] In a fully connected world with unlimited possibilities for ac-
cessing and using information, the entirety of Cemig's data network requires a lot of
control and security. Poor management of technological resources and/or security
breaches can expose the Company to great risks in case of leakage and improper
use of personal data, or unauthorized access to strategic databases and confidential
information. .

If the internal focus on information security had progressed with the measures adop-
ted to comply with Law No. 13,709/2018 (General Data Protection Law?3), it has gained
even greater relevance with the significant increase in the use of the Internet for the

13 Alaw of international importance, law, which provides for the protection and privacy of personal
data of all Brazilian citizens.

= The law is based on the General Data Protection Regulation, better known as GDPR, an European
law which came into force on May 25, 2018, with the aim of protecting the privacy of citizens’ data
across Europe.



purpose of remote work, caused by the pandemic.

Cemig invests in its Information Technology (IT) struc-
ture, seeking robustness in the governance and mana-
gement of IT services, as well as in the management of
information security:

* To meet the requirements of the Sarbanes Oxley Act,
to which the Company is subject for having its shares
traded on the New York Stock Exchange, its IT secu-
rity controls system is based on Cobit 5 and verified
annually by internal and external audits;

* The management of IT infrastructure, operation and
services is structured based on the good practices
defined by the ITIL model, aiming at continuous im-
provement of the services that delivered to Company
businesses.

* Information security is ensured by a management
system based on the Brazilian Standard ("ABNT") NBR
ISSO/IEC 27001: 2013, in line with the best market
practices, which include processes for managing and
controlling policies, risks, communication, information
classification and information security.

In addition, Cemig participates in several groups that
develop studies on information security. Among these,
we highlight the ABNT Safety Techniques Study Com-
mission and the Strategic Facilities Safety Committee of
the Brazilian Association of Electricity Generating Com-
panies (CESI/Abrage). The Company also cooperates
with the Center for Studies, Response and Treatment of
Security Incidents in Brazil - Cert.br, through its Compu-
ter Security Incident Response (CSIRT).

CMIG

ANNUAL AND SUSTAINABILITY Riidi]i{ Wdi¥d1

In 2020, Cemig developed preventive actions to mitigate
the risk of cyber attacks: quarterly analysis of vulne-
rabilities to the external environment (exposure to the
Internet), two invasion tests (pentest), and a red team
exercise to detect and correct any weaknesses in the te-
chnological environment. In all cases, action plans were
drawn up with a view to making appropriate corrections.
Since November 2020, weekly vulnerability analyses
have been carried out on the computer network connec-
ting corporate workstations.

Aiming to raise awareness about risks and establish a
culture of prevention, Cemig carries out constant cam-
paigns aimed at its employees, using:

* Digital advertising material published via WhatsApp, that
address specific information security topics;

¢ Texts published on the blog (Radar), prepared by the Infor-
mation Security Administration area;

¢ "Quiz" on the topics covered in the digital advertising
material and texts published on the Radar blog, with the
aim of encouraging the participation of employees, who
are awarded with random gifts;

* Implementation of a platform for raising awareness and
promoting the culture of corporate cybersecurity, with the
use of game mechanics and dynamics to engage people
(gamification).

In addition to the monthly campaigns, employees partici-
pate in the "Em dia com a Seguranca da Informagao” (Up
to date with Information Security) annual event, which
focuses on the challenges and impacts of information
security on business. 2020 saw its 18th edition, which

addressed the topics of “Cybersecurity For Business And
Life" and “Everyone Has The Power And Responsibility
When It Comes To Cybersecurity”.

38 cyber security incidents were recorded in 2020, one of
which was reported by social networks and some media.

On December 25, 2020, anomalous behavior was detec-
ted on Cemig's network, with characteristics of a cyber
attack that hijacks data using encryption and makes it
readable only after payment (ransomware). Such beha-
vior was detected by the Security Operation Center,
which operates on a 24x7 basis (24 hours a day, 7 days a
week). Due to the quick and effective action carried out by
Cemig, the operation of the power system and the main
databases (customers, billing, customer service and busi-
ness management) were not compromised, guaranteeing
the continuity of the provision of services. The Company
was not contacted by any alleged perpetrator of the
attack and there was no leakage of data of any kind. The
competent authorities were promptly notified.

The security of servers and workstations is being boos-
ted via (i) the application of good market practices; and
(ii) the creation of a strategic plan for risk mitigation,
which will stimulate the application of new processes,
technologies and the restructuring of the information
security area.



To monitor the level of protection that current security
solutions offer to Cemig's computing environment, the
Information Security Index indicator was established

in March 2020. The adoption of this indicator makes

it possible to compare the security level of Cemig's IT
environment with that of other companies and to make
decisions about additional investments in protecting this
environment.

DATA PRIVACY AND PROTECTION

Cemig recognizes its responsibility to protect the
personal data of almost 9 million customers who use

its services and respects the privacy of its employees,
service providers, suppliers and partners. It also believes
that the personal data of its interested parties must be
used in a responsible manner in keeping with the Bra-
zilian laws, especially with Aneel Normative Resolution
n°® 414/2010 from September 9, 2010, which regulates
the supply of electric energy, and to the General Data
Protection Law (LGPD).

LGPD, whose main principle is a respect to privacy, provi-
des that companies carry out the treatment of personal
data made available to them (from customers, employe-
es, suppliers, etc.) according to the prescribed guidelines
and establishes rights for the owners of the data.

Even before the institution of LGPD, Cemig was aligned
with regulations that converged with responsibility for
the treatment and availability of data, such as the Positi-
ve Registration Law, the Access to Information Law and
the Consumer Protection Code. The ongoing adaptation
to LGPD represents another step by the Company in

CMIG

ANNUAL AND SUSTAINABILITY Riidi]i{ Wdi¥d1

preserving the relationship of trust with its customers
and other stakeholders.

The personal data of Cemig's data owners can be
collected:

 for and due to matters related to the provision of ener-
gy supply services directly to the data owner;

 for and due to the provision of energy supply services
to the companies they represent.

In 2020, Cemig implemented a Data Governance process,
whose final purpose, in short, is to adapt to the require-
ments introduced by the law to the Company's structu-
re. To support this process, a dedicated structure was
created to meet all legal regulations related to the topic of
data privacy and protection:

* Appointment of the Deputy Manager of Compliance,
Corporate Risks and Internal Controls as Person in
Charge of Processing Personal Data;

* A Committee for Privacy and Protection of Personal
Data, at the level of the Executive Board;

* Aninternal, multidisciplinary team dedicated to the
theme;

* Policies and procedures related to the theme, inclu-
ding the Privacy and Data Protection Policy’,

* An exclusive service channel?, in line with the rights
provided for in Article 18 of LGPD. This channel allows
for the receipt of requests from data subjects (DSAR),
regarding their personal data, and the creation of a
standardized and automated way to receive and ma-

nage them in a centralized system.

* Licensing of the market-leading Onetrust Technologi-
cal solution to support the entire Cemig Privacy and
Data Protection program.

The effectiveness of the process is being monitored by
means of defined indicators and metrics, such as:

 Effectiveness of the Data Inventory process;

 Level of update of the Data Protection Impact Assess-
ment (DPIA);

* Number of security and privacy projects;
* Level of compliance with requests from data subjects;
* Privacy-trained employees and collaborators;

* Complying suppliers.

[418-1] In 2020, no record of complaints for breach of
privacy that may have caused any type of damage to the
Company'’s customers and employees was identified.

74 Link to access the Privacy and Data Protection Policy:
https://www.cemig.com.br/privacidade/#:~:text=11.1%20
A%20Cemig%20compartilha%20Dados,formal%20d0%20
Titular%20dos%20Dados.

15 The link to access the Customer Service Channel is the
same as above.


https://www.cemig.com.br/privacidade/#:~:text=11.1%20A%20Cemig%20compartilha%20Dados,formal%20do%20T
https://www.cemig.com.br/privacidade/#:~:text=11.1%20A%20Cemig%20compartilha%20Dados,formal%20do%20T
https://www.cemig.com.br/privacidade/#:~:text=11.1%20A%20Cemig%20compartilha%20Dados,formal%20do%20T

4.8 STRUCTURE AND TARIFF ADJUSTMENT

The “tariff” theme is very important to Cemig. As it is its
major revenue source, the value of tariffs charged di-
rectly influences the Company's economic and financial
situation and its ability to deploy programs and projects.
The methodology adopted by Aneel to define regulatory
tariffs and revenues assumes that the defined revenue is
enough for the concessionaire’s economic and financial
balance.

However, the risks associated with the topic are preci-
sely those inherent to the rationale of regulation by in-
centive, which simulates competitiveness in the market,
requiring the Company to always aim for efficiency and
best practices.

Another risk-generating factor in regulated businesses

is the possibility of the enactment of new regulatory
rules caused by changes in policies in the electricity
sector, thus changing the established scenario. In order
to anticipate and mitigate such regulatory risks, actions
are taken to monitor and analyze the evolution of the
regulatory scenario that governs electricity services,
proposing changes to maximize and safeguard the Com-
pany’s results, in line with the interests of customers and
consumers.
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The tariff management approach is carried out by
active participation in Aneel's public hearings, on issues
relating to economic and financial regulation, and at the
Ministry of Mines and Energy by pointing out possible
negative impacts not provided for in the proposals and
contributing to improvements.

Interaction efforts before Aneel in tariff processes are
also part of the area activities, thus contributing to a
proper tariff repositioning. Other opportunities for tariff
management actions include internal actions in support
of the Company'’s areas to understand the regulatory
rules and help in the management of the Company's
several processes.

Aiming at a tariff management approach, the manage-
ment department responsible for the economic regula-
tion of the Company actively participates in the formu-
lation and calculation of indicators, among which the
following stand out:

* |RCO D: it gauges the percentage of Cemig D's costs
and expenses that are included in the tariff scope;

* IRCO D: it gauges the percentage of Cemig Transmiss&do
costs and expenses that are included in the tariff scope;

* D Disallowance: Disallowance Rate of Investments in
Distribution;

e (T Disallowance: Disallowance Rate of Investments in
Generation and Transmission.

These indicators are periodically assessed by the Board
of Directors and possible points for improvement and
deviations are evaluated within the continuous impro-
vement process. This way, preventive and/or corrective
measures are adopted to guarantee the adherence of
management mechanisms to business objectives. All of
Cemig regulatory processes are monitored and regularly
followed-up by the Regulatory Affairs Committee - CAR,
which is made up of representatives from all boards.
This Committee is responsible for assessing and propo-
sing contributions from the public hearings at Aneel and
the Ministry of Mines and Energy.

Therefore, the revenue defined and approved by Aneel
for the Distribution and Transmission businesses takes
the form of tariffs and the Annual Permitted Revenue

- RAP respectively. For the Generation business, espe-
cially as provided by Law No. 12,783 from January 11,
2013, the topic has become extremely relevant.



CEMIG D

Cemig D's tariffs are reqgulated and supervised by Aneel,
as it works in a regulated market. In addition to setting
tariffs, the Agency also determines the cost associated
with each type of consumer. This is used to calculate the
several tariffs for the different consumption classes.

In the process of defining tariffs, Cemig D acts in defen-
se of the Company before Aneel to have the costs and
investments necessary to provide a service with quality
and availability recognized.

The revenue billed by the tariffs includes coverage for
manageable and non-manageable costs.

Manageable costs are the distribution operational costs,
the remuneration of shareholders, and the invested
capital write-back share. Non-manageable costs, on the
other hand, are those that the distributor collects from
the consumer and passes on to other players in the
sector. These are the purchase and movement (trans-
mission) of energy and sectoral charges.

TARIFF ADJUSTMENT

O reajuste tarifario tem o objetivo de repassar integral-
mente 0s custos ndo gerenciaveis e corrigir monetaria-
mente os custos gerenciaveis, que foram estabelecidos
na revisao tarifaria. O reajuste ocorre anualmente e a
reviséo a cada cinco anos, como definido em contrato.
O indice de reajuste dos custos gerenciaveis é o IPCA,
e sobre este valor é deduzido o Fator X, para capturar a
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produtividade, conforme metodologia do modelo regula-
tério de price-cap.

Do valor cobrado na fatura, 22,5% ficam na Cemig D e se
destinam a remunerar o investimento, cobrir a deprecia-
gao e o custeio da Concessionaria, sendo essa parcela
chamada de Parcela B. Os demais 78% sdo repassados
para: cobrir a compra da energia (29,9%), encargos seto-
riais (12,9%), custo de transmissao (6,5%), chamado de
Parcela A, além dos tributos representados pelo ICMS
(23,5%) e PASEP/COFINS (4,7%).

Conforme determina a Constituicdo Federal, a Cemig é
obrigada a realizar a cobranga de tributos diretamente
na conta do consumidor e repassa-los as autoridades
competentes. Em Minas Gerais, as unidades consumido-
ras cadastradas como residenciais de baixa renda, assim
definidas pela Aneel, que sejam beneficiarias da tarifa so-
cial e cujo faturamento mensal corresponda ao consumo
médio de até 3 kWh por dia, sdo isentas do ICMS.

Também é cobrada a Contribuigao para Custeio do
Servigo de lluminagao Publica (CIP), cujos valores sdo
definidos pelas prefeituras. A Cemig apenas arrecada a
taxa de iluminagao publica e repassa para 0 municipio,
que € o responsavel pelos servigos de projeto, implanta-
¢ao, expansao, operagao e manutengao das instalagoes
de iluminagao publica.

Em 15 de maio de 2020, diante do cenario de calamida-
de publica decorrente da pandemia da Covid-19, a Com-
panhia apresentou solicitagao a Aneel para diferimento
da aplicagao do resultado do seu processo tarifario até
30 de junho de 2020, a fim de mitigar os efeitos sobre os

consumidores de sua area de concessao, permanecen-
do a tarifa que estava vigente desde maio de 2019. Em

25 de junho de 2020, a Aneel homologou o resultado do
reajuste da Cemig com um impacto médio de 4,27%.

Em 5 de agosto de 2020, a Companhia submeteu a
Aneel proposta de reversao de RS 714 milhdes para os
consumidores de sua area de concessao, referente ao
componente financeiro de ressarcimento de PIS/PASEP
e COFINS, com o objetivo de contribuir para a modici-
dade tarifaria em momento que a sociedade buscava
reduzir os impactos da pandemia. Em 18 de agosto de
2020, a Aneel homologou o reajuste com a insergao des-
se componente negativo.

O resultado homologado representou um reajuste
tarifario médio de 0,0%, sendo que a variagéo de custos
da parcela B, custos gerencidveis, teve um reajuste de
0,84%, compensado pelo mesmo percentual negativo
referente a variagao dos custos nao gerenciaveis e a
devolugao parcial dos créditos de PIS/PASEP e COFINS
mencionados no paragrafo anterior.

TARIFF FLAGS

Tariff flags refer to a system established by Aneel to
signal to consumers the actual conditions and costs
of electricity generation in the month of consumption,
allowing them to respond more rationally to the price
of energy. The mechanism came into effect in January
2015, as determined by sub-module 6.8 of the Tariff
Regulation Procedures (PRORET).

The tariff flag system is represented by a green flag,



which indicates favorable conditions for power genera-
tion without implying a tariff increase, and by the yellow
and red flags, which indicate less favorable and critical
conditions for energy generation, resulting in additional
charges beyond the Power Tariff.

The distributor utilities pass on the funds from the billing
of the tariff flags to the Centralizing Account, which is
managed by the Power Trading Chamber (CCEE). The
funds available in this account are passed on to the dis-
tributors, according to the need to cover for the costs of
power generation by thermoelectric source and exposu-
res to the short-term market.

In addition to the tariff rate, the tariff flag system is an
important mechanism to mitigate the mismatch betwe-
en expenditure and tariff coverage in power purchases.

CEMIG GT

Cemig GT's transmission revenue consists of the sum
of the revenues from all transmission assets. Thus,

the Concession Agreements determined the Permitted
Annual Revenues (RAP) of the assets in the existing
system, which constituted the initial revenue responsible
for the concessionaire’'s economic-financial balance.

As it operates in a regulated market, the revenue from
Cemig GT's transmission assets is established by Aneel,
and is updated in the periodic tariff review, extraordinary
tariff review, and annual tariff adjustment processes.
Similar to what happens at the Distributor Utility, the
Company works with the Regulatory Agency to recogni-
ze its costs in the processes of reviews, readjustments,
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and ratification of RAP for new assets.

The transmission revenue annual adjustment takes place
in July of each year, except when there is a Tariff Review.
This process aims at adjusting the RAP for inflation by ad-
ding to it the revenue from the boosts and improvements
that went into commercial operation in the past tariff
cycle (July of the previous year to June of the adjustment
year) and calculating the Adjustment Portion. The regula-
tory model methodology is Revenue-cap.

The inflation rate used by Aneel to readjust Cemig

GT's revenue is the IPCA. Besides concession number
006/97, Cemig GT also has a concession for a tendered
substation, SE Itajubd, whose readjustment also occurs
in July, using IGP-M (General Market Price Rate).




5 EMPLOYEES

[103-2:401; 103-3:401] Cemig recognizes the importance of people for the success of
the Company'’s business strategy, competitiveness, and prominence in the sector.

The engagement of employees’® with the Company’s strategy is essential for Cemig to
achieve its long-term vision. At Cemig, people management includes monitoring staff,
training, and increasing employee productivity, reducing the average cost of payroll,
meritocracy, accountability, and the health and safety of company employees.

Cemig's people management model is based both in its strategic planning and in
Human Resource Policy. The model guides initiatives and programs geared at adding
value to the business, aiming at gaining efficiency in people management and at quality
assurance and availability of staff to provide services to consumers and the population
of Minas Gerais.

Below are listed some of the major initiatives from 2020:

* Management Staff Adequacy Plan: Established the conditions for joining the Sche-
duled Voluntary Severance Program (PDVP). The Plan included only employees who
were removed from their leadership positions (superintendents and managers). The
dismissal and the possibility of joining the PDVP aimed at adapting Cemig’s organi-
zational and cost structure;

* Basic Staff: Maintenance of a quantitative and qualitative in-house and outsourced
staff by area, without compromising the quality of the services provided, in line with
the business results (tariff coverage and personnel costs);

* Hiring of employees via public tenders, aimed at restoring the Company's staff,

16 People who work for Cemig under a permanent and full-time employment contract.

CMIG ANNUAL AND SUSTAINABILITY 1 {311 {1741}

mainly in essentially technical areas. That measure aimed at maintaining operational
safety of essential activities and also support corporate actions, so allowing for an
ongoing search for an increase in productivity and operational efficiency;

* Strong involvement of senior leadership in the topic of health and safety at work,
including the holding of online seminars (webinar) addressing technical, civil and cri-
minal liability for occupational accidents for owners, managers and technical officers
of partner companies;

» Adoption of a series of measures to safequard the health and physical integrity of
employees and other collaborators. The measures are detailed in item 5.7 of this
Report;

* Application, in February 2020, of the Engagement and Climate Survey, with the objec-
tive of learning the aspects that show bond, connection and engagement, in order
to bring objectivity to themes that may interfere in the corporate climate. 61% of the
in-house employee staff participated, with a 66.1% favorable opinion percentage and
pointing out there are major points to be worked on to improve employees’ percep-
tion.

* Launching of the cultural empowerment program, called Novas Energias (New
Energies), which seeks to identify and promote a new culture that makes it possible
to meet needs and obtain organizational results. Cultural mapping was carried out in
July 2020, with participation of 49% of the in-house employee staff. In was possi-
ble to identify the Company's strengths and the main challenges and goals to be
outlined in the coming years.

Regarding the results of the Engagement and Climate Survey and culture mapping, one
of the strengths identified is the employees’ feeling of belonging. As points for improve-
ment, recognition and accountability practices were pointed out, greater clarity about
the Company'’s strategic drives and the development of leadership, among others.



In February 2020, Cemig applied the Engagement and Climate Survey, with the objective of learning the aspects that show bond, connection and engagement, in order to bring objectivity to themes that may interfe-
re in the corporate climate. 61% of the in-house employee staff participated, with a 66.1% favorable opinion percentage obtained. This result shows there are still major points that need to be worked on to improve

employees’ perception.

In order to identify and promote a new culture that makes it possible to meet needs and obtain organizational results, Cemig started, in June 2020, Novas Energias (New Energies), a cultural empowerment program,
which seeks to develop behaviors that are not yet cemented, but which are fundamental to lead Cemig to have a more up-to-date management model, with more sustainable and lasting results. In July 2020, a culture
mapping was carried out, with participation of 49% of the in-house employee staff, making it possible to identify the Company'’s strengths and also the main challenges and goals to be outlined in the coming years.

5.1 EMPLOYEE PROFILE

GENDER GOOD JOBS AND
EQUALITY ECONOMIC GROWTH

<l K

[102-7; 102-8; 405-1] Cemig ended year 2020 with 5,254 in-house employees. This figure
amounts to a 6% reduction compared to 5,596 employees in 2019. Of that total, 4,545 were
men (86.7%) and 709 were women (13.3%). Women occupied 11.7% of management posi-
tions. Regarding the presence of women in leadership positions, women occupied 11.7% of
leadership positions within the company. Among these, 9.49% are managers and superin-
tendents, 9.41% are in leadership positions in the revenue generating areas, and 9.70% are
in positions related to Science, Technology, Engineering and Mathematics. Currently, there
are no women in positions in managing boards.

Number and percentage of employees by job category and gender

Number of employees and % relative to the total number of employees

Company Job category Total WEIES Females
Leadership 179 3.40% 158 3.10% 21 0.40%
Cemig Graduate level 1,133 21.60% 891 16.90% 242 4.60%
Technician level 3942 75% 3,496 66.50% 446 8.50%
5254 100% 4,645 86.50% 709 13.50%
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Percentage of employees by gender and job category

Leadership Graduate Level Technician level
Male % 88.27% 78.64% 88.69%
Female % 11.73% 21.36% 11.31%

Black, mixed-race, oriental, and indigenous employees, in turn, amounted to 35.6% of
Cemig's in-house workforce. In terms of gender and race diversity, at the end of 2020
there were 4.2% of black and mixed-race women and 31% of black and mixed-race
men. Regarding representativeness in management positions, black and mixed-race
employees occupied 15.1% of those positions.

In relation to the 50+ group, Cemig had the seniority and experience of 1,064 profes-
sionals over the age of 50, a figure amounting to 20.3%. Employees aged between 31
and 50 years, in turn 3,624 people, 69% of the total, and the other 566 employees were
under 30 years old, amounting to 10.7%.

As to stratification per region, 5,241 employees, amounting to 99.7% of the whole staff,
worked in the state of Minas Gerais



[401-1] In 2020, 104 new employees were hired by the Company?”. On the other hand, 444 employees were terminated
in 2020, including dismissals, pensions, and voluntary severance actions. In the same year, employee turnover, which
measures the ratio between new employees who are hired and those who stopped working at the Company, was
8.91%.7 The employee voluntary severance rate was 4.23% in 2020. Regarding the total number of open positions
filled out by the employees themselves (in-house hiring), that percentage was 38%".

[401-1] In 2020, the Company held the Scheduled Voluntary Severance Program (PDVP). Launched in April 2020, employees would partici-
pate voluntarily of it and it was in line with a seniority criterion of 25 years or more at the Company by 31/Dec/2020. The program reached
395 accessions; the estimated reduction in staff costs for the Company should amount to R$ 100,680,00 per year. Regarding the age group
of these employees, 199 were up to 50 years old and 196 were over 50 years old.

Staff detailing and stratification of information is given below.

Dismissals, Hiring and Turnover Rate

Total Number Total Number Total Number

of Employees Percentage oF Bferieer Percentage of Hired People Percentage Turnover
Male 4,545 86.70% 403 90.80% 97 93.30% 5%
Gender
Female 709 13.30% 41 9.20% 7 6.70% 3.30%
Below 30 years 471 9% 11 2.50% 37 35.60% 5.90%
Age Range  [EESWCHIEEEIE 3,719 70.70% 190 42.80% 58 56.80% 3.40%
Over 50 years 1,064 20.30% 243 54.70% 9 8.60% 9.30%
Minas Gerais 5,241 99.70% 443 99.80% 104 100% 5%
Region
Other regions 13 0.30% 1 0.20% 0 0% 3.50%

17 Hiring data include new hires and reinstated employees.

18 This is calculated as follows: the number of people hired (A) and dismissed (D) are added during the year, and the total is divided by 2
the result is and multiplied by 100. This result should be divided by the Average Staff (EM), which is obtained by adding the existing staff
in the months of the period considered, divided by the number of samples. {[(A+D)/2]*100}/EM
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In compliance with State Law No. 11,867/95, Cemig reser-
ves 10% of the total vacancies for people with disabilities
(PwD) in its public tenders. There is no reservation for
places for PwD for positions that require additional hazar-
dous work, as they require full ableness from the candida-
te, in keeping with what determines article 38, item Il, of
Federal Decree No. 3298/99. If the tender only considers
positions of this nature, there is no vacancy reserved for
PwD, which is the case, for example, of public tenders
exclusively for hiring electricians and maintainers.

Cemig has 177 PwD in its staff, which corresponds to
3.37% of the total number of employees.

RETIREMENT AND SOCIAL SECURITY

Cemig has initiatives aimed at the pre-retirement and
post-retirement phases of its employees.

[201-3; 404-2] The Company systematically carries

out the Retirement Preparation Program (PPA)?°, The
Company systematically carries out the Retirement
Preparation Program (PPA) , participation in which is
voluntary. The PPA aims to contribute to the building of
the employee’s life project after their dismissal, providing
opportunities for reflection on the moment of retirement
and its repercussions in the personal and family levels.

19 This program complies with Law 8,842 from 04/Jan/94,
which determines that it is up to public bodies and entities
“to create and encourage the maintenance of retirement pre-
paration programs in the public and private sectors, at least 2
years before the worker retires”.



In 2020, the program included 64 participants and, for
the first time, it was carried out in the remote learning
modality (EAD). .

There is also a permanent preparation, through the Forluz
Social Security and Financial Education Program - Para
Viver Melhor (To Live Better). Issues such as budget
management, investments, overcoming indebtedness
and how to live better within financial possibilities are
addressed.

OTHER EMPLOYEES

In addition to managing its own staff, Cemig also mana-
ges the contracts and labor relationships of employees hi-
red as Temporary Labor (MOT), interns, and apprentices.

At Cemig, the hiring of MOT aims to supply or assist the
fulfillment of the activities of the areas of the Company
due to the complementary demand for services or the
temporary replacement of an in-house employee, when it
is not possible to relocate them, in accordance with Bra-
zilian law®®. These contracts are made by an outsourced
company and last for 180 days, renewable for a further 90
days.

Based on the identification of a growing shortage of
qualified labor to assist companies that provide services
to Cemig, the Apprenticeship Program will focus on the
technical and professional training of young people over
18 as Electricians of Overhead Power Distribution Grids.
The apprentices will receive theoretical and practical trai-
ning, with a total courseload of 570 hours. After comple-
ting the course, they will be able to carry out construction,
maintenance and operation activities in the medium and
low voltage overhead power distribution grid and public
lighting structure, following specific technical standards
of quality, efficiency and work safety.

The Apprentice Electrician will be developed in a partner-
ship with the National Industrial Apprenticeship Service
(Senai-MG), in the cities of Belo Horizonte, Governador
Valadares, Juiz de Fora, Montes Claros, Para de Minas
and Uberlandia. It will train 120 apprentices per year and
those with the best performances will be hired by the
Company's partner companies.

80 Law No. 13,429/2017

81 The Apprenticeship Program is intended to fulfill a legal obligation, under the terms of art. 429 of the CLT, which establishes the equivalent number of apprentices as a minimum of 5% and a maximum of 15% of
the existing workers in each establishment, whose duties require professional training.
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5.2 REMUNERATION AND BENEFITS

GENDER GOOD JOBS AND
EQUALITY ECONOMIC GROWTH

<l K

[102-36; 102-37; 202-1] The guidelines related to compensation and benefits, which are
part of the Positions, Careers and Compensation Plan (PCCR) of the Company, are
established by the Board of Directors and complied with by the Executive Board in the
management of the Company, as defined in its Bylaws.

The current PCCR was implemented in 2018, with the following objectives: to sustain
and value the professional development and growth of employees, without losing sight
of business results; to endow the structure with flexibility and internal mobility; to stan-
dardize the parameters for defining remunerations; and to provide a balance between
in- and out-of-house wages.

The organizational restructuring that took place in 2019 and the need to maintain a
current job plan that is consistent with the objectives and the business context culmi-
nated, in 2020, with the start of the development of the PCCR review project. Cemig
hired a specialized consultancy to support it in the following scope: review of the career
paths, the current jobs structure, the rules and norms of the PCCR and the variable
remuneration policy, and a reassessment of the ranking of managerial and non-mana-
gerial positions.

The consultancy hired is independent from management and linked to the Company
only for the purpose determined in the technical specification of the contract. The pro-
ject is expected to be completed in the first half of 2021.
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Cemig expects that this review may positively affect the view its employees have of
these issues. In the Engagement and Organizational Climate Survey carried out in
2020, the favorability obtained in the “Opportunity and Growth" aspect was 40.7%, and
in the “Reward” aspect, it was 57.5%. These results are being considered in the PCCR
review, as well as the views collected through discussion groups made up of employe-
es from Belo Horizonte, Ipatinga and Uberlandia.

Ratio between Cemig’s lowest salary and the Brazilian - minimum wage in 2020

Ratio between the Ratio between the

Lowes base salary lowest salary and Lowes base salary lowest salary and

Group company paid the mllrr11|r2n(;12n8 wage paid the mllr:gléjzrg wage
Cemig H®? RS 4,183.52 4 RS 9,926.37 9.5
Cemig GT RS 2,481.85 2.37 RS 2,791.58 2.67
Cemig D RS 2,123.05 2.03 RS 2,633.77 2.52

82 The significant difference in the base salary paid by Cemig H in relation to Cemig GT and Cemig
D is due to the composition of the workforce and number of years working in the Company. Cemig
H is made up of 63 employees, 15 of whom are qualified at the technical level, with no women in
this category. The amount of R$ 4,183.52 is paid to a technician who has a 24-year career at Cemig
and the amount of R$ 9,926.37 is paid to an employee who falls under the university level plan and
who has a career of 7 years at Cemig.



[102-38; 102-39] The ratio between the total annual
remuneration of the highest-paid individual in the Com-
pany and the total annual remuneration of all employees
(excluding the highest-paid) rate is 6.85. The increase in
the remuneration of the best-paid person was 9.6%, and
the increase in average annual total compensation of all
employees was 18.28%, resulting in a ratio of 0.53.

[102-37] The remuneration includes the base wage, bo-
nuses, additional payments, and variable remuneration.
As variable remuneration, Cemig grants every Profit and
Income Sharing (PLR) agreed between the Company and
its employees, as represented by their unions. The dis-
tribution of PLR is based on the achievement of specific
goals for each area and common corporate goals in line
with the Company strategic objectives.

During the pandemic, there was no change in the remu-
neration of employees and aid for those doing remote
work was not implemented. The employees’ check in/
out of employees is digitally controlled, with the blocking
of access to computational resources in periods that

go beyond working hours, including overtime previously
agreed with the leadership.

[401-2] Cemig standardizes and offers a set of benefits,
aiming at the retention and quality of life of its employe-
es.
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These benefits are advantages granted by means of
cash, services or training, in compliance with the legis-
lation and/or offered spontaneously, in accordance with
the Company’s policies.

The benefits offered to employees include:
* Support program for minors and special efficient

people (PAM), described in item 5.3;

* Reimbursement of expenses resulting from the disabi-
lity of employees and/or their dependents;

¢ Funeral assistance in the event of the death of an
employee or their direct dependents;

* Daycare assistance for children under 7 years old;
* Education aid/training allowance;

¢ Life insurance;

* Extension of maternity leave and paternity leave;,
* Retirement preparation seminar;

* Biweekly salary advance;

* Vacation loan;

* Financial loan, granted based on the social economic
evaluation carried out by the social worker;

* Health inventory;

* Monthly contribution related to the supplementary
pension plan (managed by Forluz);

* Healthcare plan (managed by Cemig Satde).

[401-3] All Cemig's employees are entitled to maternity
or paternity leave. Of 22 women and 125 men who had
the benefit granted in 2020, 14 and 121, respectively, re-
turned to work in 2020 and the rest were on leave on 31/
Dec/2020. All women who enjoyed the benefit in 2019
remained in the Company in 2020 and only one man, out
of 136 beneficiaries in 2019, did not remain in the Com-
pany in the 12 months following the end of the paternity
leave. The table below shows the rates of return to work
and retention.

Ratios relating to maternity and paternity leaves

Return-to-work Retention ratio

ratio
Females 100% 100%
Males 100% 99.26%



5.3 DIVERSITY

GENDER
EQUALITY

g

[103-2:405; 103-3:405] The Code of Conduct and the
Commitment to Human Rights® are documents forma-
lized by Cemig that guide relations with stakeholders.
They are aligned with globally recognized values and
principles, such as those advocated by the UN through
the Universal Declaration of Human Rights and the Glo-
bal Compact, besides other instruments.

In turn, the Diversity Appreciation Group, created in
2019, under the Corporate Sustainability Committee

and representing several areas of Cemig, follows the
guidelines established through the two formalized
documents. Its responsibility is to study and implement
actions that promote gender equity and value diversity in
the Company.

In 2020, the Organizational Climate and Engagement
Survey, as well as the Cultural Mapping, addressed the
theme of diversity and inclusion. The results confirmed
the importance of addressing the issue at the Company.
The launch of the Diversity Appreciation Program is

83 The Commitment to Human Rights is available
at: https://novoportal.cemig.com.br/wp-content/uplo-
ads/2020/12/compromisso-com-os-direitos-humanos.pdf
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scheduled for 2021, together with the publication of the
Diversity Policy.

Below are the initiatives and actions were taken by the
Diversity Appreciation Group or as a result of its perfor-
mance in 2020:

* Communication actions on commemorative dates,
such as LGBT + Pride Day, Black Awareness Day, Day
to Combat Religious Intolerance, National Day for the
Fight of Persons with Disabilities, and Blackout Tues-
day;

* Representativeness and use of inclusive language in
internal and external communications;

* Insertion of a gender and race/ethnicity stratum in the
Organizational Climate and Engagement Survey and
Cultural Mapping;

* Online events and brochures addressing issues such
as domestic violence and remote work;

* Training of employees and distribution of a brochure
on the topic of Moral and Sexual Harassment.

[412-2] In 2020, Annual Training and Adherence to the
Declaration of Ethical Principles and Code of Profes-
sional Conduct was held, which addressed the issues

of valuing diversity and combating discrimination, in
addition to reinforcing Cemig's Commitment to Human
Rights. It counted on the participation of 5,078 employe-
es and 4,998 contractors, accounting for 20,152 man-
-hours.

Compliance by the Company with commitments made
in the themes of diversity, equal opportunities, human
rights, discrimination, and harassment is monitored
through Cemig's Complaints Channel.

[406-1] In 2020, Cemig's Complaints Channel received
304 complaints. Of the three cases related to discrimina-
tion, one is under investigation and two were concluded
and dismissed. Of the 18 records referring to moral
harassment, one did not have enough elements for
investigation, two are being investigated and 15 were
concluded and judged to be groundless. Finally, the two
reports referring to sexual harassment were concluded
as groundless.

ON GENDER EQUALITY

Cemig's professional environment is traditionally male,
reflecting what occurs in technical and higher education
directly related to the Company's core activities. So, gen-
der equity offers many challenges for Cemig. Although
men and women compete on equal terms, historically
more men participated in public tenders held by Com-
pany, resulting in a percentage of 13.3% of women in its
staff.


https://novoportal.cemig.com.br/wp-content/uploads/2020/12/compromisso-com-os-direitos-humanos.pdf
https://novoportal.cemig.com.br/wp-content/uploads/2020/12/compromisso-com-os-direitos-humanos.pdf

[405-2] The PCCR assumes equal pay between genders for similar positions and at the
same career level. The pay differences shown in the table below are due to the history
of promotions obtained by men and women in their careers. Aware of this and the im-
portance of changing this reality, the indicator of the difference in remuneration betwe-
en the genders started to appear as an indicator of the Company'’s Strategic Planning
and will be used to measure the result of Cemig's inclusion actions.

Mathematical ratio between base salary and remuneration of
women against men

Women's Salary Average Women’s Remuneration Average

Cemig
Group’s Men's Salary Average Men's Remuneration Average

Company
0.93 0 0.89 0.95 - 0.70

Cemig

Holding

Cemig D 077 1 088 0.86 0.82 082
Cemig GT 0.97 1.05 088 0.96 0.84 083
Consolidat- 093 101 088 0.94 0.82 082
ed Cemig

Cemig participates in the Empresa Cidada (Citizen Company) Program®* and, therefore,
grants extended parental leaves. In addition, there are other concessions that favor the
exercise of parenting:

* Responsible parenting course;
* Special paternity leave in cases of incapacitating illness of the mother;

* Monitoring of employees during pregnancy, postpartum and during the first 3 mon-
ths of their children’s lives;

* Daycare allowance for employees in special conditions, such as widows/widowers,
single or divorcees who have child custody.

ON PEOPLE WITH DISABILITIES

Among Cemig's employees, there are employees with physical, hearing, visual, and
multiple disabilities, and in rehabilitation. In 2020, the number of handicapped people
at Cemig was 177 employees, amounting to 3.37% of the total stff. Currently, there are
also two employees with intellectual handicap (autists).

Upon joining Cemig or during their career, employees with disabilities rely on social
workers and the people management area to facilitate their integration into the team
and their adaptation (equipment, furniture, etc.).

Immediately after they are hired, a social worker conducts an interview with that em-
ployee, to check how their insertion in the work environment is going and whether there
is a need for any adaptation. In a second step, a meeting is held with employee leaders,
with the same objective as the interview just mentioned. And, at any time during their
career, the disabled employee can request support from the social service for any ne-
cessary adaptation, awareness-raising for the team/management, and other demands.

84 Empresa Cidada Program grants tax benefits to companies that offer employees extensions of maternity leave and paternity leave. It was instituted by Law No. 11,770/2008 and regulated by Decree No.

7,052/2009..
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Cemig also offers employees and/or their family members with disabilities guidance
and support through the Special Care Program (PAM).

“PAM entered our lives when our son Arthur was diagnosed with Cow’s Milk Protein Allergy and conti-
nued afterwards, when his Autism Spectrum Disorder diagnosis came. It is an important Program for
our family, as it is through it that we are able to provide Arthur with the appropriate treatment, with a
whole multidisciplinary team always working for the development of our son”.

Testimony of employee Leandro Angeloni and his wife, Suzana, disseminated on the Cemig Online internal
communication channel on February 21, 2021

As part of PAM, the Company reimburses 50% of the expenses of employees and
dependents with physical and intellectual disabilities. Reimbursed expenses, subject to
prior analysis by Cemig's Medical Service, may include tuition from specialized schools,
therapeutic alternatives (art therapy, music therapy, play therapy, hydrotherapy, equine-
-assisted therapy, swimming, physiotherapy, and speech therapy), prostheses, and
disposable diapers.

Cemig's physical facilities and buildings are accessible to all people, considering the
aspects of use, safety and autonomy, in accordance with current legislation and stan-
dards.

5.4 PERFORMANCE MANAGEMENT

GENDER
EQUALITY

g

[103-2:404; 103-3:404] Cemig's Performance Management aims at encouraging the
achievement of organizational goals and fostering the development of the skills requi-
red by the Company. The deployment of an effective Performance Management pro-
cess contributes to a better performance by Cemig by aligning the activities carried out
by employees and the initiatives laid down by the strategic planning. It also contributes
to stimulate collaborative dialogue and planning of employees' careers.
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Performance Management includes the stages of performance assessment, structu-
red feedback meetings and the development and monitoring of development plans for
each employee assessed. These steps are subsequent and are taken annually.

[404-3] In 2020, 97% of the Company's employees had their performance assessed:;
86% were men and 14%, women.

Employees who performed poorly will be reassessed in March 2021, with a view to
verifying the effectiveness of the Development Plan established with the leader at the
time of feedback, and defining new development actions, if necessary.

In Cultural Mapping, the perception of employees regarding the Performance Manage-
ment process was collected via the “Meritocracy and Valuing People” item. In the Orga-
nizational Climate and Engagement Survey, it was collected via the “Growth Opportu-
nity” item. Neither factor allows the direct measurement of employee satisfaction with
the Performance Management process, since both cover broader, though correlated,
issues. However, it was possible to conclude that there is some dissatisfaction with the
Performance Management process. This conclusion is being considered by Cemig in
the review of some processes, as mentioned in Compensation and Benefits.

5.5 ORGANIZATIONAL LEARNING

[404-2] Cemig continuously invests in building and managing its corporate knowledge.
This assertive corporate knowledge first undergoes a well-executed hiring process,
where the technical requirements of the job positions are clear and fit the needs of
the Company'’s. This way, Cemig seeks to develop the skills of employees relating to
the specificities of the electricity sector, with the further goal of keeping its workforce
trained and updated.

Once the professionals with the appropriate skills for the positions are hired, the Com-
pany provides them with a portfolio of technical, behavioral, and management training



courses, intended to allow each employee to develop
their knowledge for carrying out their jobs and for career
advancement purposes. In order to correct deviations
and improve performance, each employee draws up a
Development Plan together with their manager, where
their training requirements are drawn up.

Also regarding skills development, Cemig refunds its
employees for expenses related to technical, under-
graduate, and graduate courses, and foreign language
training courses.

Cemig's corporate university (UniverCemig)®s is respon-
sible for training and developing Cemig's employees by
building educational solutions, conducting their own
training sessions, outsourcing training in Brazil and
abroad, and managing post-graduation and language
courses. Besides that, UniverCemig goes to market to
offer training to other companies, especially contractors
that provide services to Cemig D.

85 Electric Sector GRI: EU-14.
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UniverCemig also adopts a way of managing its learning solutions that allows for flexibility according to Cemig's sce-
nario. The training portfolio is in line with corporate policies and guidelines.

In 2020, a group of employees selected via public tenders was hired, and, also, a strong initiative for the Company to
fulfill the DEC goal in the last year of the Cemig D grant contract. Thus, UniverCemig started the professional training
of 45 new employees. 37 electricians, 6 technicians and 2 engineers. It also trained 198 employees of contractor
companies online.

It was also possible to allow for 2,937 in-house employees and 4,039 employees of other companies to attend on-site
technical training. The total amounted to 212,418 of training man-hours, 78,043 of which were in-house employees
and 134,375 were from other companies.

It must be stressed that, due to the pandemic, the average of on-site training hours per employee indicator fell from
56.52 hours in 2019 to 14.83 hours in 2020. In 2020, the average amount invested per employee in training and deve-
lopment was RS 3,741.

Number of people trained and training hours in 2020,
in the on-site modality

Training in 2020 Number of Trained

9 attendees Man-Hours (TMH)
Cemig 21,720 117,500
Other companies 15,716 157,655



[404-1] The table below shows the number and average of training hours during the
year of 2020 by job category and by gender.

Man-h\ trained and training average by job category and
by gender, in the on-site modality ~ History of average training man-hours by job category

Number of : Average trained man-hours per job catego
AMbENY Trained man-hour Average g Per] gory
employees 70
62.64
60
Job
Company Females Females Females
category 50
42.35
37.23 37.99
Leadership 31 6 109 3 3,52 05 40 3433
¥ 22.58
Holding Grlad”fte 9 2 24 0 267 0 : 174
eve 20 '
Technician 7.75
e 15 0 736 - 49,07 - 10 .
. 0
Leadership 55 ! 197 43 3.58 6.14 Leadership Graduate Level Technical Level
2020 ®W2019 ®32018
Cemig GT Grf‘e‘f/‘é?te 347 97 5,036 1,116 14.51 11.51
Technician g7 73 13414 356 2042 488
Training provided in the remote learning (EAD) format played an important role in
Leadership 72 8 155 28 215 35 2020, with a considerable increase in demand. More than 30,460 participations were
Graduat registered, with more than 62,737 TMH (trained man-hours) in 22 courses offered. The
o raduate . . . -
Cemig D level 535 143 2,089 512 39 3.58 following courses were made available to employees, fiscal advisors, administrators,
b contractors and interns:
Technician g0y 373 50,977 3,284 18.05 871

level

4,545 709 72,737 5,342 13.1 4.85
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* Health and safety protocol;
* Safe use of energy;
* Moral and sexual harassment;

* Annual Training and Adherence to Declaration of Ethi-
cal Principles and Code of Professional Conduct.

Another outstanding online training was the Retirement

Preparation Seminar (PPA). There were two classes, with
the participation of 64 employees from various locations
in the state. The program, with texts, videos and live lec-
tures, was based on the face-to-face PPA given to Cemig
employees since 1985.

In 2020, UniverCemig continued with its two research
and development projects: “D0595 - Development of
Tacit Knowledge and Educational Alternation in the
Training of Professionals” and “D0593 - PLAID-Univer-
Cemig DIGITAL: Digital Platform for Staff Skill-Develop-
ment and Training in Cemig’s Electric System Operation
Area". Both projects seek to improve and speed up

the training of Cemig's employees and to increase the
effectiveness of the application of resources destined to
training. The estimated investment for both projects is
RS 9,200,000.00.

LEADERSHIP DEVELOPMENT PROGRAM

The Cemig Leadership Development Program aims at:
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from Cemig and other companies.
In 2020, the following initiatives were carried out:

* Leadership Development Trail: there were three
modules addressing the themes of Authentic Commu-
nication, Genuine Interest and Expansive Resilience.
There was an average participation of 185 leaders
(superintendents, managers, supervisors and regional
leaders);

* Lecture and debate on the theme "The Role of Leader-
ship in Change Processes”, with the participation of
50 leaders (superintendents and managers);

* Continuity of the executive post-graduate MBA® cou-
rse, Specialization Program in Business Management,
held by Fundagao Dom Cabral, for 72 superintendents,
managers and senior analysts;

* Training on “Improvement in Governance and Capital
Markets" for Cemig's managers and directors, with the
participation of 100 employees.

86 Master in Business Administration.
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PARCEIROS NA EDUCAGAO (PARTNERS IN EDUCATION)

Cemig, through Cemig D and Cemig Saude, maintains the Partners in Education
Program. The Program is an initiative of Pontificia Universidade Catdlica (Pontifical
Catholic University, or PUC Minas), in a partnership with institutions such as compa-
nies, professional bodies and the public administration. PUC Minas offers the partner
the benefit corresponding to a 20% scholarship on the value of the semester tuitions of
several undergraduate courses.

Cemig D and Cemig Satide employees and dependents (spouses and children) can
obtain the same 20% (twenty percent) discount for undergraduate courses offered in
the extramural modality, and a 15 % (fifteen percent) discount on the tuition of all lato
sensu graduation courses (specialization and MBA), offered by PUC Minas Virtual.

5.6 LABOR AND UNION PRACTICES

[103-2:402] By a public commitment to adhere to the Global Compact and, internally, via
its Human Resources Policy, Cemig acknowledges union entities as legitimate repre-
sentatives, respecting the affiliation options of its employees and even transferring to
those entities the amounts deducted from the payroll of affiliated employees.

Cemig has a specific area to deal with relationships with unions. This area maintains
constant contact with them, always seeking to go over all the entrepreneurially-accep-
table means to negotiate solutions ethically and respectfully. The Company carries
relations with those entities in a very transparent way, and it believes there is no risk
posed to the right of freedom of association and collective bargaining.

Annually, Cemig negotiates collective bargaining agreements with unions, in order to
contribute to a good organizational climate and the Company’s strategic objectives.
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[102-41; 102-41] The negotiation of Technical Cooperation Bargaining Agreements
(ACTs) and of Specific Bargaining Agreements for Profit Sharing or Results follows the
guidelines set by the Company's Board of Directors. These agreements are negotiated
and signed with unions of different categories, such as engineers, industrial techni-
cians, administrators, and lawyers, and with electricians’ unions, which represent the
employees of the administrative-operational technical staff.

The agreements cover 100% of the employees, who are all guaranteed the rights they
provide. The whole negotiation process is communicated to employees and, once the
agreements are signed, they are published on the Company'’s intranet.

Cemig's collective bargaining agreements expire annually on October 31, the date agre-
ed between the employees and their representatives.

[403-4] In November 2019, the bargaining agreement came into effect; it is valid for
2 years - until 2021. It has 58 clauses covering topics on remuneration, occupational
health and safety, retirement, working conditions, and others. Concerning health and
safety, the points that stand out are:

o - The commitment to carry out studies to search for collective protection solu-
tions and the reaffirmation that protection must be employed by wearing Personal
Protective Equipment (PPE) and Collective Protection Equipment (CPE);

* Inspection of contractors regarding work safety;
* Issuance of a health report;

* Granting of access of union directors to meetings of the Internal Accident Prevention
Commission (Cipa) and the sending of copies of meeting minutes to the unions;

* Transfer of information on the frequency and types of illnesses and accidents,
the notification, and summoning of unions in case of serious or fatal accidents to
accompany the investigation of causes and the payment of hazard pay and “unplea-
sant work” pay.
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[402-1] It is worth mentioning that clause 33, second
paragraph, of the ACT provides that the introduction of
new technologies and/or procedures for automation or
centralization of activities that involve job redundancy
will take place after wide disclosure to the employees in-
volved and to their representatives, seeking suggestions
to ensure the best solution for each initiative.

Regarding the workforce and its union relations, in 2020,
Cemig identified:

* 3,194 employees affiliated to unions, which amounted
to 60.8% of the workforce;

* 155 active employees who made up the boards of
representative unions;

* 105 employees with temporary job stability due to
working at unions;

* Holding of virtual sectoral meetings and assemblies,
due to the pandemic;

» 23 employees released full time to unions.

Active employees who exercise the function of union
directors are authorized to engage in union activities for
up to 6 whole days or part of them, per year, limited to

a maximum of 2 days per month. This authorization is
stated in the Collective Bargaining Agreement (ACT).

The union relations process is monitored via the indi-
cator called Compliance with the ACT Clauses. This
indicator was 100% determined in 2020.
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5./ LABOR HEALTH AND SAFETY

GOOD GOOD JOBS AND 1 RESPONSIBLE
HEALTH ECONOMIC GROWTH CONSUMPTION

In the face of the impacts from the new Coronavirus, Cemig's care with the safety and health of its workforce has
doubled. Thus, this chapter of the Report will comprise two parts. The first will be dedicated to the measures taken to
prevent, control and mitigate the transmission risks of Covid-19. The second part will include the typical Occupational
Health and Safety (OHS) actions adopted by the Company.

5.1.1 LABOR HEALTH AND SAFETY DURING THE PANDEMIC

The workforce awareness-raising and orientation actions started in January 2020, therefore, before the official
recording of the first case in Brazil (February 26, 2020). Lectures were given to employees, addressing the concept of
the new Coronavirus, the forms of transmission, the most frequent symptoms of the disease, its warning signs, and
preventive measures against contagion.

Taking into account the knowledge under construction on the subject by the scientific community, updates on the
subject were and have been systematically passed on to the Company’s workforce and their families.

So, other actions that were carried out by Cemig, and maintained until this time, are:
° - Implementation of home office for administrative activities in order to reduce the number of employees in its

establishments;

* |dentification of employees belonging to the group at risk of complications in the event of infection by Covid-19 and
contraindication to performing face-to-face work;

* Distribution and mandatory use of masks to cover the nose, mouth and chin, in addition to the safety standards
required for activities under electricity;



* Availability of Cemig's own cars for employees to commute from home to work, and
vice versa;

* Temperature checking of employees at the entrance of the Company's establish-
ments;

* Structural adaptations of workplaces: guidance signs on social distancing, on redu-
cing the maximum limit of people in elevators, proper washing of hands, allocation
and rearranging of chairs in cafeterias in compliance with a safety distance of two
meters, replacement of drinking fountains by equipment that does not require con-
tact with hands and mouth, and physical acrylic barriers between adjacent worksta-
tions;

* Breakdown of the two Electric System Operation Centers of the Company into eight
different locations, aiming at complying with the distancing rules;

* Distribution of individual kits containing a mug and alcohol gel;

* Implementation of a tool (Cemig Click Saude) for the early identification of both
in-house and contractor employees showing symptoms suggestive of Covid-19 or
contacts with people suspected or confirmed as carriers of the virus that causes the
disease. This tool is made available over the Internet or a mobile application;

¢ Diagnostic test (RT-PCR) for employees in face-to-face work and with symptoms
suggestive of Covid-19;

* Diagnostic test (RT-PCR) for asymptomatic employees, but who had contact with a
person suspected or confirmed of having Covid-19;

* Teams from areas essential to the continuity of power supply are monitored by the
medical team and symptomatic employees with an indication of home isolation are
monitored by occupational nursing technicians;
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* Preparation of physical activity videos made available both to employees and to the
external public, through Cemig’s video channel, to encourage people to remain active
during social isolation.

In addition, virtual meetings were held with the Health, Safety and Occupational Me-
dicine teams of the contracted companies, aiming at aligning strategies, conducts,
protocols and procedures for the preservation of the workforce.

Knowing that individual behavior is crucial for the safety of work environments, Cemig
provided online training for its entire workforce, regarding the disease (signs and
symptoms, transmission, prevention) and the rules to be followed in the Company’s
establishments. That action achieved the training of 15,270 employees.

Another important action was the holding of the online Internal Workplace Accident
Prevention Week (SIPAT) for the entire workforce and their families. The Tst Integrated
SIPAT Web brought together all the Internal Accident Prevention Commissions (Cipas)
and counted with the active participation of the Company'’s top management. During
the event, lectures were given by renowned experts, including on the Covid-19 theme,
such as Drauzio Varela, Carlos Starling, Felipe Pondé and Pedro Aihara.

As a result of the measures described, the Company ended 2020 with 458 confirmed

cases of Covid-19 among its in-house and contractor employees, as shown in the chart
below:
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Number of Covid-19 cases in the workforce

Number of Covid-19 cases in 2020
(in-house and contractor employees
458

October November December

September

April May June July August

m—ear-to-Date

For 2021, there is the expectation of mass vaccination of the Brazilian population but,
due to the global limitations of production and availability of immunizers, it is not yet
known when this process will be concluded.

This way, the universally recommended prevention measures should be maintained
and, at the same time, it will be necessary to monitor the vaccination status of em-
ployees during the national immunization campaign against Covid-19.

CMIG
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policy, in line with principle N
the “Respect for Life" Value and
planning. This initiative is monitore
corporate indicator.

The policy, which is widely disseminated, estab
the Company'’s business and the adequate protecti
of in-house, outsourced, and contractor staff.8”

The principles of the Company’s policy include the identificati
trol of risks to health and safety at work, proactivity in preventive
with legislation and internal rules, the right of workers to refuse to ex
to unsafe situations, and their responsibility - regardless of tier level - for
mit to the promotion of Health, Occupational Safety, and Well-Being.

As a result of the policy, since 2009, the Company publishes a Technical Manual on
Occupational Health and Safety on its intranet, which contains a series of internal man-
datory instructions. Cemig also carries out periodic audits and establishes criteria and
procedures for accountability and penalties for non-compliance with the policy, rules,
instructions, procedures, or guidelines on the subject. Besides, Cemig publishes various
campaigns and information on its website to encourage safety practices that contribu-
te to the continuous decrease in the number of accidents, both for its own employees
and third parties and customers.

87 Electric Sector GRI EU-16.
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In 2020, changes were made to the performance of Cemig D's team of safety engi-
neers and technicians. A safety engineer was appointed to monitor each of the main
business processes. Safety technicians started to report directly to the safety engineer,
in each of the regional offices in Minas Gerais. These changes aim to optimize the pre-
vention work by promoting a more integrated, collaborative effort focused on improve-
ments necessary to reduce accidents at work.

Cemig's Health and Safety Management System, based on the OHSAS 18001 standard,
was in the process of migrating to NBR ISO 45001: 2018 in 2020. It is focused on pre-
venting labor illnesses and injuries.

This certification covers all processes related to generation, and transmission proces-
ses, and part of the energy distribution process. Regardless of whether the area is cer-
tified, there is an internal procedure, the Hira-Cemig Model, which ascertains that the
main health and safety risks, including psychosocial risks, are identified and assessed,
and that controls are in put in place to mitigate them to acceptable levels.

[403-1] In addition to the Hira-Cemig model - in place since 2015 - Cemig has other
tools to control risks. They are:

* Risk analysis carried out before each operational activity. It takes into account the
specifics of each situation, including the physical and mental conditions of the
workers in the time before starting the activity;

¢ Monitoring and Auditing System for Safety Analysis (SIMASP), which standardizes
and unifies work safety inspections and feeds the Practiced Safety Indicator (ISP).
This indicator shows conformity of the work of in-house and contractor employees
regarding health and safety requirements and procedures;

* Monitoring System for Occupational Accidents and Risks (SMART), which generates
statistical reports based on the accident record by type, and is used in the monthly
accident management;

» Use of the Power Bl data analysis tool to consolidate and make visual health and sa-
fety information present in various sources. It is possible to carry out analyses, such
as accident rates, types of injuries and leaves of absence by regions of the state,
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cities and bodies of Cemig, among other possibilities;

* Environmental Risk Prevention Program (PPRA), which is provided for in the legisla-
tion, is carried out annually at each facility of the Company and consists of the antici-
pation, recognition, assessment, and control of physical, chemical and biological
risks; it is used as one of the subsidies to prepare the Hira-Cemig risk profiles;

* Internal Accident Prevention Commissions (CIPAs), made up of representatives of
employees and the employer and that act autonomously and independently in the
prevention of accidents and occupational diseases. Its members have annual terms
of office and before each term, all CIPA members receive legal-content training pro-
vided by UniverCemig. At the end of 2020, Cemig had 48 Cipas, which represented
100% of the employees;

* Occupational Health Medical Control Program (PCMS0), aiming at the prevention,
screening and early diagnosis of work-related health problems, including subclinical
ones, in addition to finding cases of occupational diseases or irreversible damage to
workers' health. That program is part of a broader set of Company’s initiatives rela-
ting to the health of its workers, and must work in tandem with the provisions of the
other Regulatory Standards (NRs), especially NR - 9 (Environmental Risk Prevention
Program);

* Programa de Controle Médico de Satide Ocupacional (PCMS0), visando a prevengao,
o rastreamento e o diagnoéstico precoce dos agravos a saude relacionados ao tra-
balho, inclusive de natureza subclinica, além de constatacédo da existéncia de casos
de doengas profissionais ou danos irreversiveis a salde dos trabalhadores. Este
programa é parte integrante do conjunto mais amplo de iniciativas da Empresa no
campo da salde dos seus trabalhadores, devendo estar articulado com o disposto
nas demais Normas Regulamentadoras (NRs), especialmente a NR — 9 (Programa
de Prevencdo de Riscos Ambientais).

[403-3] PCMSO monitors the health of employees by means of pre-employment, perio-
dic, return-to-work, job change, and severance exams. In addition to these, aiming at
specific assessments, special medical inventories and psychological assessments are
carried out. These examinations and assessments are carried out at the employees’
own workplace.



During MP 927, which provided for occupational measures to deal with the Covid-19
pandemic, occupational exams were suspended from March to August. In September,
they were resumed, following the health and safety protocols.

To monitor suspected and confirmed cases, using the Cemig Click Saude tool, the Exams Carried OUt in 2020
Company's medical service is notified immediately in the case of a person with symp-
toms or confirmation of the disease. The system notifies the user about not being
released for face-to-face work and instructs them to start social isolation. Workers on a
face-to-face basis work regime were treated virtually and referred for testing, when ne-
cessary. In the period from September to December, 729 virtual medical appointments
were carried out and 212 RT-PCR tests were requested.

Exams Held in 2020

3604

Taking into account the periodic diagnostic procedures performed in 2020, including
medical and supplemental assessments, 14,469 exams were performed. During these
assessments, it is possible to gauge the working capacity of employees, especially tho-
se who perform critical activities, such as overhead work, work with electricity, and in
confined spaces, allowing for the tracking and early diagnose of pathologies that could

cause sudden illness and, consequently, work accidents.
167 87 218 68
I - —

Pre- Periodic Return to Special Change
employment health work Inventory of Job
inventory

The mandatory occupational assessments (pre-employment exam, change of job, pe-
riodic health exams, and pre-severance and return to work exams) and the assessment
resulting from demand by the operational areas and the medical service totaled 4,144
exams.
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4144

TOTAL
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In 2020, exams related to campaigns for early detection of coronary heart disease, diabetes, dyslipidemia, breast
cancer, prostate cancer and bowel cancer were suspended. The flu vaccination campaign was carried out normally,
resulting in the immunization of 4,048 employees

Cemig also offers the following social support programs to its employees:

Program for social support to employees

Programs

Professional Readaptation Program

Professional Rehabilitation Program

Personal and Family Budget Planning
Program

Social Intervention

Monitoring of Social Workers from Con-
tractors

Social Inventory

Description

It aims at relocating employees whose work capacity was reduced due to an accident or illness, thus
requiring a job change. The program is carried out in an integrated way by the medical, psychological
and social assistance areas.

It aims to meet the referrals made by the INSS (Brazilian National Healthcare Institute) regarding
employees who had their work capacity reduced due to an accident or iliness requiring a change of
job. The program is carried out in an integrated way by social analysts from the INSS, the company's
medical area and the INSS, psychology and social assistance.

Using lectures, social services, and lending, it aims at making employees aware of the importance of
financial balance.

It aims at guiding and covering health care expenses for employees on leave, injured at work, and
retired due to disability resulting from an accident at work or occupational disease.

Management of Social Workers from contractors, monitoring the monthly and annual work plan, and
recording the work carried out. Cemig holds 2 annual meetings with the entire team from contractors.

It consists of surveying the social variables that predispose the employee to an accident at work. We
conduct individual interviews, present the social diagnosis, prepare the action plan and monitor its
deployment in order to improve points displayed by the work carried out in the areas. The action plan is
built together with the management of the respective departments.
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[403-1] Due to technological developments in the electri-
city sector, with the consequent need for revising work
methodologies, the Company maintains internal forums
that debate technical matters directly or indirectly
related to Health, Hygiene and Safety issues. They also
actively participate in several workgroups in the domes-
tic and international scene and ABNT commissions and
study groups.

As a product of the internal discussions, the new facili-
ties of the High Voltage Testing Laboratory for Protective
Equipment (LEATEP) was inaugurated in 2020, to carry
out tests and essays on Personal Protective Equipment
(PPE) and Collective Protection Equipment (CPE). The
tests and essays are carried out to ensure the safety of
workers in electricity services.



PERFORMANCE RESULTS

[403-2] Cemig's accident statistics records and reports are made following the normati-
ve criteria of NBR 14.280: 2000 Work Accident Register - Procedure and Classification.
In 2020, 215 accidents involving the workforce were recorded, with the most common
injuries or health problems being: sharp force trauma, laceration, blunt force trauma,
and puncture (15.7%), followed by fracture (12.9%), and excoriation and abrasion
(12.3%).

All accidents recorded occurred in the state of Minas Gerais. Of the 215 labor accidents
that happened in 2020, 210 involved men and only five involved women.

There happened 78 accidents with lost time, 12 involving in-house employees and 66
involving contractors, resulting in 1,275 lost days, as shown in the table below:

History of work accident data

Type of accident Category 2017 2018 2019 2020

In-house employees 32 15 26 20
Ngmber i el EepidEns Outsourced employees 76 82 144 17
without leave

Total 108 97 170 137

In-house employees 20 9 10 12
Ngmber of work accident Outsourced employees 36 56 59 66
with leave

Total 56 65 69 78

In-house employees 529 206 282 271
Lost days®® Outsourced employees 680 1.275 1.684 1.004

Total 1,209 1,481 1,966 1,275
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For management of aspects related to labor safety, the Frequency Rate (TF) and
Severity Rate (TG) of accidents are monitored based on the standard referenced in the
Brazilian Norm ABNT NBR 14,280.

In 2020, the TG determined for Cemig's workforce was 538 workdays lost against one
million man-hours of risk exposure. The rates for in-house and contractor employees
were 29 and 661, respectively. These figures represent a significant 292.4% increase in
the severity of accidents that occurred, when compared to 2019.

The TFA for the workforce (in-house and contractor employees) has been the major
indicator used to monitor the strategic objective of making safety a value in Cemig's
corporate culture. In 2020, the result of the TFA calculation was 1.66 accidents per one
million hours worked, 9.21% above the 1.52 limit laid down by the Company. In compa-
rison to the 2019 result, the 2020 TFA showed a 3.75% increase.

TG and TFA were impacted by two accidents involving contractor companies, which re-
sulted in four fatalities: three at Cemig D (electric shock) and one at Cemig GT (traffic).

88 Lost days are counted from the date of the accident and in calendar days.



The charts below show the history of the past for years:

Frequency rate

History of Accident with Leave Frequency Rate
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Loe o
\__,,..-""

|

-
g

|

o5
.00 2007
=#=|n-house staff 3,00
=#=Contractors L
==Workforce 147
® Threshold 200

0,81
L7

1.5%

2039
XY
1,7
160
1,80

History of Fatalities

2 2
a a

CMIG

2017

m n-house staff

2012

m= Contractors

2019

= Workforce

ANNUAL AND SUSTAINABILITY 1 {311 {1741}

13
L¥

168
152

2 4

2020

In 2020, in compliance with a strategic guideline, Cemig started to consider more ro-
bust analyses of incidents and accidents without leave as well, in addition to accidents
with leave, by calculating the TF. This guideline aims at deepening the safety analysis
of its workforce based on the BIRD Pyramid Theory, so as to implement preventive ac-
tions to reduce accidents with lost time - which is currently monitored by TFA - and to
avoid fatal accidents. The numbers recorded for 2020 are presented in the table below:

Rates relating to accidents: TG, TF and TFA

Cemig Consolidated

Cemig Consolidated

Cemig Consolidated

Considering these results, the Company intensified its actions in the area of health and
safety, which involve the entire workforce, with the review of safety procedures, incre-
ased hours of training/refreshment training and discussions with suppliers, aiming at

School

Annual - 2020

In-house staff

School

Annual - 2020

Outsourced employees

School

Annual - 2020

Workforce

TG

538

TG

29

TG

661

improving quality indicators for the year 2021.

TF

4.57

TF

3.48

TF

4.84

TFA

1.66

TFA

1.31

TFA

1.756



MEASURES TAKEN AFTER ACCIDENTS WITH FATALITIES

As stated before, there were two accidents involving contractor companies that resul-
ted in four fatalities: three at Cemig D (electric shock) and one at Cemig GT (traffic).

In the three days following the accident related to electric shock, which resulted in three
fatalities, Cemig D teams and contractors engaged in activities in the Electric Power
System were put on hold. During that period, the instructions related to the immediate
causes of the accident were reinforced.

The Company's top management ordered a detailed investigation of the accident and
the processes involved, directly or indirectly, aiming at the identification of possible
failures. Depending on the scope, the investigation process took two months. After the
end of the investigation, seven working groups were set up and deployed to review the
processes involved, including:

* Contracting template;

* Way the operations center sends service requests to field teams;

 Safety audits (documentary and in the field);

* Working methods;

* Engineering items (examples: engineering design criteria and standardization of
structure to be climbed by electricians).
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The activities of the working groups will be completed in May 2021. The changes in
processes, identified during the evaluations still in progress, have started being imple-
mented shortly after the conclusion of the analysis.

One of the analyses already completed refers to the temporary grounding of distribu-
tion grids. The methodology used by Cemig in relation to the protection of teams in
de-energized networks was evaluated and ratified by a specialized and independent
consultancy.

The second accident, which caused the death of an employee of a contractor company,
was a traffic one. The necessary measures have been taken and the expert report has

not yet been concluded.

Cemig regrets the occurrences and reaffirms that the safety of its workforce is a priori-
ty for the Company.
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[102-9] Cemig's supply chain is diversified, in order to meet the needs of its businesses.
It covers, among others: (i) Companies that supply materials and equipment directly
linked to the Company's core activities, such as transformers and hydraulic turbine
components; (ii) companies that supply materials and equipment related to the proces-
ses supporting the main activities, such as microcomputers and office supplies; (iii)
contractors for the execution of large projects, such as the construction of a photo-
voltaic plant; (iv) contractors for services related to energy distribution; and (v) service
providers such as call center, and conservation and cleaning.

The Company'’s relationship with its supply chain is guided by Cemig's Supply Policy,
its Code of Conduct and federal and state legislation®. The Company also has specific
policies on social and environmental responsibility, which are replicated to its suppliers;
they follow the guidelines of the SA 8000, ISO 14001, OHSAS 18001 standards, as well
as the Principles of the Global Compact®.

The supply chain management strategy includes 5 commitments that guide manage-

ment actions; those are based on the stated policies, namely:

* Commitment to the public welfare and respect for the principles of legality;

* Commitment to business ethics;

¢ Commitment to legal equality;

* Commitment to transparency;

* Commitment to social and environmental responsibility.

[308-1; 414-1] Because of its legal nature, Cemig is subject to the specific legislation for
tenders and direct Public Administration contracts. So, Cemig cannot select suppliers,

whether new or not, based alone on social criteria (or based on due diligence) and
environmental criteria. However, the criteria applied by Cemig in registering and appro-
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ving new suppliers, as well as the renewal of the register of suppliers with contracts in
effect, include environmental and social aspects.

Thus, as far as possible, Cemig seeks to apply to suppliers the same social responsibili-
ty and corporate value criteria that it applies in its operations.

The Company has procedures that verify conformity to environmental and social
aspects for both contracted and non-contracted suppliers, which enable it to divide
critical suppliers by category. To verify the alignment of supplier practices with the
Company'’s requirements, on-the-spot checks are carried out on all critical suppliers,
and also sample checks of the total number of suppliers.

Regarding social aspects, Cemig acts so as to verify legal compliance with labor and so-
cial security rules, has procedures for investigating claims, complaints, and complaints,
as well as applying contractual clauses aimed at preventing situations of risk to human
rights. However, it still does not have a structured and ongoing due diligence process.

89 For more information, go to: https://www.cemig.com.br/fornecedor/
politicas-de-suprimentos/.

90 Cemig acceded to the Global Compact in 2009
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6.1SUPPLY CHAIN MANAGEMENT

Cemig's Supplier Management process is divided into

two macro processes: (1) Planning and Strategy; and (I1)
Hiring, Quality, and Logistics, shown in the figure below.

Cemig’s supply chain management steps

PROCUREMENT INTELLIGENGE

SUPPLIER MANRGEMENT

CMIG

STAGE CARRIED OUT BY THE BUSINESS AREA
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STAGE CARRIED OUT BY SUPPLIES

The Supplier Management process is initiated by sur-
veying the hiring demands of the business areas or the
hiring needs identified centrally by the Supply area.

The planning stage for contracting services and materials
allows for gains in scale, operational efficiency on the part
of the internal teams involved, and the improvement of
methodologies for cost definition, among other benefits.

The prospecting and development stage aims to expand
and improve the supplier base, increasing the competiti-
veness of its bidding processes, as well as encouraging
current suppliers to expand their portfolio of materials
and/or services of interest to Cemig. In 2020, the prospec-
ting for new suppliers was carried out through workshops
conducted remotely, which resulted in an increase in the
number of interested companies. Due to the pandemic,

no visits or face-to-face contacts were made with the
purpose of prospecting and developing suppliers.

This limitation affected the development of suppliers
more significantly, since it demands greater face-to-face
interaction.

In order to participate in the contracting stage, it is ne-
cessary for the applicant suppliers, including those who
participated in the prospecting and development stage, to
be part of the Supplier Register. All necessary documen-
tation is delivered and analyzed using a computerized
system. Any interested company can request its registra-



tion at Cemig, but only those that meet the requirements
will be effectively registered:

* Compliance with registration eligibility;

* For the supply of materials of greater criticality to
Cemig's business, an Industrial Technical Assessment
(ATI) is required, which consists of documentary
analysis and visits to the manufacturer's premises
with the objective of verifying, through objective evi-
dence, the conformity of the production process with
the requirements defined by Cemig.

0 The following aspects are considered: docu-
mentation and systems; receipt and supplier inspec-
tion; production lines; inspection and testing; main-
tenance and calibration; shipping, stock and layout;
training and staff management; after sales; health and
safety; social responsibility; environment;

0 The quality assurance of the materials to be
purchased by Cemig also goes through the approval
process, which includes carrying out specific tests
and inspections.

* For contractors working in distribution services, a
Technical Assessment in Contractor (ATE) is required;
for contractors working in private construction works
that will become part of the Cemig's Electric Power
System (SEP), the Verification of Technical Conformity
in Contractor (VCTE) is required. ATE and VCTE aim to
assess suppliers according to specific criteria, such
as team composition, personnel, training, tooling,
equipment, vehicles, facilities (offices, warehouses,
cafeterias, locker rooms), documentation, and other
items.
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Most of Cemig's procurement processes take place by
means of tenders (except the cases provided for by law).

The contracting stage complies with Cemig's Bidding

and Contracts Bylaws®', which lay down the conditions,
rules, and procedures related to contracting works, ser-
vice provision, procurement and rental of assets, sale of
goods and assets, and the implementation of real liens.

Cemig's tenders and contracts aim to ensure the selec-
tion of the most advantageous proposal, observing the
following principles: impersonality, morality, equality,
publicity, efficiency, administrative probity, economy,
sustainable national development, compliance with the
tender request terms, competitiveness, and objective
judgment. They must also observe guidelines, among
which we highlight:

* A search for the greatest competitive advantage,
considering direct and indirect costs and benefits of
an economic, social or environmental nature, including
those related to the maintenance, sale and donation
of assets, the disposal of goods and waste, economic
depreciation rate, and other equally relevant factors;

Preference for bidding in the auction modality laid
down by law No. 10,520 from July 17, 2002, for the sale
and acquisition of regular goods, works and services,
meaning those whose performance and quality stan-
dards can be objectively defined in the tender notice
using specifications that are usual in the market;

« Compliance with the integrity policy and the provisions
in Cemig's Code of Conduct;

+ Compliance with environmental and sustainability

standards, when applicable;

+ Use of products, equipment, and services that reduce
the consumption of energy and natural resources.

During the term of the contract, management and moni-
toring are carried out in order to guarantee compliance
with the contracted object and the agreed conditions,
which may result in acknowledgments or sanctions, de-
pending on the performance determined. For materials,
receipt inspections are part of the management, aiming
to confirm the quality verified at the time of approval.

This relationship cycle between Cemig and its suppliers
is shown in the figure below.

91 Cemig’s Internal Bidding and Contract Regulation is a
consequence of compliance with Law 13,303/2016, known
as the “State-Owned Company Law", which allowed for inno-
vation in major aspects of the legal regime for bidding and
contracts. It delegated to the Company'’s Bylaws the impor-
tant function of systematizing and accommodating the new
legal provisions to the specificities of each state-owned
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L
TECHNICAL EVALUATION OF CONTRACTOR - ATE
To carry out the valuation of the service providers’
facilities

[308-2] This relationship cycle
between Cemig and its suppliers
is shown in the figure below.
However, there is even greater
care in relation to the manage-
ment of suppliers considered
critical by Cemig, which are those
whose goods or services may af-
fect its competitiveness, success
or survival. Typically, suppliers
are: (i) associated to high supply
amounts or critical components;
(i) unique in the market; (iii)
irreplaceable; (iv) may cause large
financial impacts; (v) may pode
risks to supplying. Cemig intends
to define strategies to minimize
the degree of dependence on
these suppliers.

The effectiveness of the supply
chain management process is
verified through internal and
external audits, which take place
according to the determination
laid down in the quality manage-
ment (ISO 9001), environmental
(ISO 14001) and health and safety
(OHSAS 18001) systems imple-
mented in the Company.



6.2 SUPPLIER PERFORMANCE

— | | | | Indicator goals that make up the IDF per
Cemig monitors and evaluates the performance of its material and service suppliers

through the Supplier Performance Index (IDF), which is calculated on a monthly basis Suppl’er Categﬂry
based on three aspects:

Breakdown of the IDF Indicator

2019 2020 2021 2019 2020 2021

Supplier Performance Indicator-

IDF 87.4 9577 89 85 9486 85

Technical Performance Indicator 88 92 95 85 85 85

-IDCT
. TECHNIGAL FINANCIAL ,@ COMPLIANCE &f:jfi';z'tispclel)igf°rma"°e 100 100 100 100 100 100
s Q v p N\ I A o
Financial Health Performance
Deadline Financial Health Practices and Policies Indicator - IDSF 70 70 70 70 70 70
Quality Deliquency Integrity
Health and Safety Contractual Risk Risk Management
Environmental Advance Payments Contractual documents
Monitoring Acceleration of Invoices Legal compliance It is important to note that the specifics of each contract, such as the level of comple-
\ /. \ /. \ J xity of the contracted object, are taken into account during the monitoring and assess-
ment of performance.
Via IDSF, the financial health of companies having contracts signed with Cemig is
monitored. That indicator allows the Company to preemptively identify any problems in
Monitoring the Compliance aspect encourages suppliers to establish a maintaining contracts with suppliers. Thus, Cemig can support them by sharing good
code of conduct and an anti-corruption policy and to invest in training management practices, avoiding, insofar as possible, losses for the parties involved.
their employees. Cemig does not contribute financial resources to partner companies.

Annually, Cemig monitors Supplier Integrity actions through the application of the due
diligence questionnaire, the result of which allows a bonus of up to 3% in the IDF result.
Aiming at the continuous improvement of the supply chain management process, Cemig
works with internal goals.
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The performance result determines the subsequent con-
sequences. When the performance measured is below
that set down in the contract, a punitive administrative
process is carried out, geared at a gradual and peda-
gogical penalty, providing conditions for the supplier to
improve its performance. On the other hand, suppliers
with better than expected performance can be certified
through the Assured Material Supply program and/or
recognized in the annual Cemig Suppliers Award event.

In 2020, 32 punitive administrative proceedings were
opened (6% more than in 2019), of which 27 were for
contractual default (hon-compliance with deadlines,
non-delivery of the object, irregular service), one for
suspected forgery of documents and fraud, one due to
the occurrence of a fatal work accident and one due to
service interruption, added to the fact that, during Ce-
mig’s inspection, the employees claimed non-payment
of wages. Of the 32 administrative proceedings, 14 were
concluded in 2020, with ten resulting in suspension of
the supplier.

The IDF applies to suppliers that are part of the scope of
standardized and centralized monitoring adopted by the
Company, which includes critical suppliers®. This scope
will be expanded over the next few years. Regardless, all
contracts have service level agreements that are moni-
tored and assessed by contract managers using other
management methodologies.

In 2018, IDF was calculated only for a set of material

suppliers. The table below shows the three-year series
relating to the performance of material suppliers.
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In 2018, IDF was calculated only for a set of material
suppliers. The table below shows the three-year series
relating to the performance of material suppliers.

CEMIG BEST SUPPLIERS
AWARD

In November 2020, Cemig honored its
best performing suppliers in the period
from August 2019 to July 2020.

Contracts whose supply amount was
equal to or greater than RS 1.5 million
were selected. Thus, out of two hundred
evaluated suppliers, thirty remained as
finalists and ten were awarded in ten dif-
ferent categories. The winning suppliers
were those who obtained the highest
scores in the IDF.

Due to the pandemic, the event was held
without an audience in Cemig's audito-
rium and broadcast via the Company's
YouTube channel. During the event, the
winners were announced. Suppliers were
able to follow the broadcast of the event
and the winners received their trophies
by mail.

In the second half of 2019, in addition to revising
the criteria for measuring materials, the aspects
of Compliance and Financial Health were also
incorporated into IDF. It is expected that all mate-
rial contracts will be monitored via IDF within
two years.

IDF — Material Suppliers

2018 2019 2020
Income Income Income Goal
82% 88% 87.02% 95.77%

The table below shows the past two years of IDF mea-
surement per Supplier Category.

92 critical suppliers are those whose good or services can
affect the competitiveness, success or survival of the Com-
pany. Typically, suppliers are: (i) associated to high supply
amounts or critical components; (ii) unique in the market;
(iii) irreplaceable; (iv) may cause large financial impacts; (v)
may pose risks to supplying.
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IDF — Per Supplier Category®®

2019 2020

Income Income Goal
Total IDF 82% 94.40% 95.97%
Material Suppliers IDF 88% 87.02% 95.77%
Service Suppliers IDF 81.7% 94.55% 94.86%

The goals stated above were defined before the pandemic. The lack of inputs in the
market, one of the effects of Covid-19, caused delays in the supplying of materials,
which had a negative impact in the IDF Technical side. The Financial and Compliance
sides did not significantly contribute to the above results. The indicator that measures
financial health of the suppliers, for instance, suffered a very minor negative variation
(for suppliers rated as high-risk ones, it was -0.05%, when comparing 2019 to 2020).

93 Duetoa change in the methodology for determining suppliers’ perfor-
mance, the results obtained for 2018 are not being reported in this table, so
as to avoid an inappropriate comparison.

There are two indicators that are part of the calculation of the IDF Technical side that
are quite relevant for the analysis of the social and environmental performance of su-
ppliers. Suppliers’ performance in the health and safety items is assessed via the Work
Accidents with Leave Frequency Rate (TFA) specific for contractors; One of the indica-
tors for assessing environmental performance is the Percentages of Waste destined to
recycling, regeneration and reuse. That indicator is part of suppliers’ monitoring due to
the fact that contractor companies carry out services that produce much waste from
customer service, tree pruning, construction of grids, cleaning of power transmission
line bands, and other services.
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Suppliers — Relevant Socioenvironmental
Indicators

2020
2018 2019
Income Goal
Work Accidents with Leave
Frequency Rate (TFA) — 1.71 1.76 1,75 1.52%
Contractors
Percentages of Waste destined t099_75% 99.74% 97.74% 99%

recycling, regeneration and reuse.

0.3 IDENTIFICATION AND MANAGEMENT OF
ENVIRONMENTAL AND SOCIAL IMPACTS

12 RESPONSIBLE

CONSUMPTION

[103-2:308; 103-3:308; 103-2:414; 103-3:414; 308-2; 407-1; 408-1; 409-1; 414-2] The
Company identifies the risks related to environmental and social impacts on its Supply
Chain, aiming to prevent situations that may cause damage to its brand, image and re-

94 Thereis no goal (threshold) for the contractor-specific TFA indicator. The TFA
threshold for the workforce is 1.52.



putation, losses in relation to the market and its compe-
titiveness, and civil and/or criminal joint liability lawsuits.
Protection instruments are adopted throughout the
supply chain management process, in order to mitigate
exposure to these risks.

* When prospecting for new suppliers, those that do not
meet socio-environmental requirements or that have a
compromised reputation are disregarded for prospec-
ting and development activities.

* When performing a new registration or an annual
register update, Cemig's suppliers must sign the Sta-
tement on Basic Registration Requirements®®, stating
that they:

0 Do not employ children under 18 in night-shift,
hazardous or unhealthy work; do not employ children
under 16 in any job, except from 14 years of age as an
apprentices;

0 Do not adopt a labor relationship amounting to
forced labor or analogous to slave labor;

0 Do not acquire or use ores (tantalum, tungsten,
tin and gold) from areas of armed conflict in the De-
mocratic Republic of Congo and its neighbors, which
are characterized by extreme levels of sexual and
gender violence;

0 Value diversity and do not adopt discriminatory
practices based on race, gender, age, nationality, sexu-
al orientation, physical disability, and religion;

0 Know and comply with Cemig’s Code of Con-
duct and Anti-Fraud Policy;

0 They strictly and fully comply with the requi-
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rements on environmental legislation and personnel
safety; guarantee the validity of the Operating Licen-
ses, if applicable, of their industrial facilities, transpor-
tation and their sub-suppliers, and compliance with
the respective environmental conditions.

When carrying out ATI, ATE and VCTE, social and
environmental conditions are checked with suppliers, es-
pecially those related to hazardous and unhealthy work,
forced labor, manufacturing processes, waste manage-
ment, standardization of processes, and others. At those
times, when Cemig is in contact with the suppliers’ em-
ployees, it is also possible to identify potential situations
for prejudice, harassment and labor debts. For hiring:

* Technical specifications and budget estimates that
include all the social and environmental requirements
for the execution of the contract are prepared. For
example, in the social aspect, it can be required for
workers, including subcontracted ones, receive meal
tickets and have a health insurance; in the environ-
mental aspect, it can be required that the supplier
obtains environmental and operation licenses required
by the scope.

* The price lists presented by suppliers that won the
tender are checked over, to verify whether the amou-
nt quoted is sufficient to cover expenses related to
contractual execution. Specifically regarding services,
it is analyzed whether the quoted prices include labor
benefits and charges.

* During the contractual execution period, the docu-
mentation presented by the supplier is verified, and
payment depends on that. It is checked over whether
taxes and social security charges were paid, as well as

whether the management of social and environmental
aspects was adequate.

* The monitoring of suppliers allows assessment of
the performance in Health and Safety, Environmental
Management, Legal compliance and Integrity, among
other factors, as well as the correction of any devia-
tions.

* Direct logistics and reverse logistics for materials and
equipment operated by third parties are covered by a
Service Level Agreement that allows for proper moni-
toring of environmental aspects.

The Company ranks its suppliers by degrees of risk (low,
medium and high). For this, it considers the potential
and actual negative environmental and social impacts
identified during the registration stage or resulting from
relevant non-conformities.

The following are considered when assessing negative
impacts: (I) factors connected to environmental license
for operation, products and services; (II) waste manage-
ment; II) water grants;(IV) human rights related to child
and forced labor, freedom of association, working condi-
tions, and occupational safety and health; (V) corporate
ethics, corruption, and antitrust practices.

95 Available at: https://www.cemig.com.
br/fornecedores/.
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In 2020, there were 1,543 suppliers with current contracts categorized as medium and
high social risk and 207 categorized as medium and high environmental risk. From that
group, 115 are rated as high sustainability risk suppliers, due to dealing with the su-
pplying of objects that pose a high environmental risk and a high social risk, and also,
two of them are rated as posing a high financial risk. From the 115 high sustainability
risk suppliers, 90 are critical suppliers.

Information to identify social and environmental impacts is collected through several
sources: monitoring the IDF indicator; recommendations from internal and external
audits; Cemig's Complaints Channel; inputs from Cemig's specialized areas, such as
the ombudsman, risk and compliance areas; reports from Cemig employees scheduled
for technical visits with suppliers.

The permanent assessment of these impacts provides inputs to promote changes in
the supply chain management process, training and awareness actions for suppliers,
and the application of punitive administrative proceedings.

In 2020, there was no significant record risk of cases of child labor, forced or compul-
sory labor, or threats to freedom of association and collective bargaining. Also, there
was no record of significant negative environmental impacts detected along the supply
chain.

It was not necessary to execute agreements on improvements or terminate contracts
with suppliers based on social and environmental performance assessments.
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6.4 COMMUNICATION CHANNELS
WITH THE SUPPLIERS

Cemig provides several communication channels to its suppliers. One of the major
ones is the Electronic Procurement Portal (PEC)%. PEC is an open and direct channel
where tender process procedures are listed, and contracting is published and made,
thus allowing the supplier to interact with and look into processes and results, file
proposals, and enter approval documents. Electronic auctions, which account for most
of the contracted amount by the Company, are carried out through PEC. The website

is accessible to the public and allows stakeholders in general to follow the processes,
which contributes to greater transparency.

Cemig's Portal is another important channel of communication with suppliers. In a
specific area of the Supplier Portal, the Supply Policy, the Internal Regulation for Bids
and Contracts, information and instructions for registering and prospecting for new
suppliers, technical agreement, prototype development and approval of material, and
monitoring of suppliers, acknowledgments, etc. are made available.

On Cemig's Portal you can find the contact e-mails for the major supply areas, in addi-
tion to a Virtual Assistant to provide first-level service to Cemig's suppliers, in order to
clarify their main doubts. A frequently asked questions list was put together that the
COGNIBOT machine learning tool can answer. The list includes questions with direct
and generic answers and that apply to a range of suppliers, and specific questions
related to the asker, which will be answered via integration with Cemig’s systems.

96 Available at: http://compras.cemig.com.br/PortalPublico.aspx?ReturnUrl=%2f
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Cemig uses the Government Gazette to publicize its
actions. In that newspaper, extracts from tender notices

and contracting executed by the company are published.

Cemig is always open to receive suppliers and establish
successful partnerships. The supply team is available
to assist suppliers via phone, e-mail and meetings, to
answer questions, provide guidance, and maintain this
relationship.

6.5 HIGHLIGHTS
AND ADVANCES IN
MANAGEMENT

[102-10] The highlights in supplier management progres-
ses in 2020 are detailed below:

* Shutdown of the Materials Distribution Center (CDM)
- Jatob3, located in the Barreiro neighborhood, in Belo
Horizonte, after operating for 52 years as Cemig's
main material distribution center. The entire operation
was transferred to CDM-Cincao, located in the Cincéo
neighborhood, in Contagem, which has a modern
structure and is ready for carrying out Cemig's logisti-
cal operation in the coming years;

* Delivery of 93% of the weight of materials used in
Medium Voltage (MT) and Low Voltage (BT) being
carried out by suppliers directly in the warehouses
controlled by the contractors, whereas in the previous
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year the percentage was 77%. There was a reduction
of approximately R § 5 million/year in OPEX that was
formerly spent on material handling;

Implementation of a structured view of the demands
for contracting services in 2020/2021, providing
improvements in the accuracy of the contracting
plan and, consequently, assistance within the agreed
deadlines;

Inclusion of the areas of expansion and maintenance
of medium and low voltage distribution, measurement
and underground grid in the Integrated Demand and
Supply Planning (S&0OP) process. Representatives and
leaders from these areas started to participate in the
S&OP meeting cycles, aiming at obtaining a plan for
the demands of materials and equipment that would
allow for the investments provided for in the PDD;

Due to travel restrictions in 2020, caused by the
pandemic, other means were used to ensure the conti-
nuity of the activities inherent to the management of
suppliers, such as inspections of receipt of materials,
monitoring of tests for the qualification of materials
and ATI carried out through videoconference calls;
hiring of local professionals to monitor incoming
inspections abroad and in locations outside the state
of Minas Gerais; improvement of test report analysis
with the analysis of videos recorded from these tests
by suppliers, and other tools;

In 2020, the contracting and renovation of aerial dis-
tribution transformers was initiated with the objective
of making better use of available resources. In 2020,
a total of 2,750 pieces were renovated, accounting for

savings of approximately RS 6.3 million for the Com-
pany;

Review of the service codes used in MT/BT invest-
ments in order to obtain full acknowledgment of the
investment by Aneel;

Renegotiation of several contracts, observing the
peculiarities of each one and preserving the contrac-
tual good faith, due to the exacerbated increase in the
General Market Price Index (IGP-M). Some renegotia-
tions resulted in the termination of the contractual link
and the opening of a new bidding process;

Training of internal and external auditors in order to
prepare them to carry out human rights audits at the
Supply Chain, togehter with the other audits (environ-
mental, technical and quality); starting of audits at
critical suppliers;

Making pamphlets available in order to disseminate
sustainable human rights practices throughout the
Supply Chain.




6.6 MAIN
MONITORING ITEMS

[102-9; 204-1] The main monitoring items in Cemig's
supplier management area and the process indicators
are shown below:

Itens de monitoramento relativos
a0 pre-cadastro e ao cadastro de
fornecedores:

49 ATis =| 4477 material
— reception inspections
5 27 ATEs
55 visits made for
@ confirmation of
] 26 vCTEs materials

[308-2] Monitoring items relating to contracting and
contract execution:

CMIG
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Suppliers

2018
No. of Registered
Suppliers
No. of Suppliers
with an Active 1

Register

No. of Suppliers

with Contract(s) in 1,839

Effect

No. of Suppliers

with Contract(s) in
Effect — medium 207
and high environ-
mental risk

No. of Suppliers
with Contract(s) in
Effect — medium
and high social risk

No. of suppliers

with Contract(s) in
Effect — high sus-
tainability risk

No. of Suppliers
with Executed Con- 748
tract(s)

No. of Registered
Local (MG) Suppli- -
ers

1,589

2019

1,304

176

1,503

490

2.020

1,668

207

1,543

115

633

2,128

No. of Registered
Local (MG) Reg-
istered Suppliers -
— valid documen-
tation

No. of Local (MG)
Suppliers with Exe- 1,32
cuted Contract(s)

No. of_ New Critical 186
Suppliers

No. of Critical Sup-
pliers with Con-
tracts in Effect

550

12

150

177

557

336

227

646
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Contracts
2018 2019 2020
Public Tenders 461 364 367
No. of Contracts in Effect 4 4 4
No. of Executed Contracts 1,408 1,168 1,329
No. of Contracts Executed with Local
Suppliers (MG) 900 673 685
Amount of Contracts in Effect RS 5.609 bb R$ 2.290 mm R$13.310 bb
Amount of Executed Contracts R$2.338bb  R$2.907bb R$2.999 bb

Amount of Contracts in Effect with Local

Suppliers (MG) R$7.626 bb  R$8.448bb RS 8.893 bb

Amount of Contracts Executed with Local

Suppliers (MG)* R$ 1.732 bb R$1.903bb R$1.280bb

Disbursed Amount RS$ 1.319 bb R$ 2.854bb RS 3.069 bb

Expenditures with suppliers in 2020, by category

Cateqor Contracted Disbursed Contracts in Number of
gory Amount Amount Effect Suppliers®
Material R$0.771bb  R$0.772 bb 77 337
Service R$2.109bb  R$2.296 bb 3 1

CMIG AR RIS EVNEGIRINS REPORT 2020

Contracts issued by region in 2020

1.64% 0.01%

215% _ 1.88%

——

2.16%

292%

3.30%

8.66%

= MG =SP =Other states PR mAL = MA =SC =PA =«MT = DF =Othercountries

97 The stated amounts of contracts in effect include amounts paid in previous years.

98 The total number of suppliers does not represent the sum of service and material suppliers, as

some suppliers provide both services and materials.
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Contracted amount by region

R$75.563.120,65

R$65.591.150,47 R$57.142.525,77
545,60
R$101.867.940,00 R$278.672,37
R5115.3584198,26&

= MG = SP = Other states “"PR wmAL = MA =SC =PA =MT = DF =Qthercountries

CMIG AR RIS EVNEGIRINS REPORT 2020

Disbursed amount by region

= MG

= SP

= SP

= PR

= GO

= CE

= PE

= BA

= Other states

= Other countries
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CEMIG AND SUSTAINABLE
DEVELOPMENT

SUSTAINABILITY PLAN

Sustainability has increasingly taken on a fundamental
role in companies that want, in a responsible way, to thri-
ve in their market. The great challenge has to do with the
fundamental principle of Sustainability: the balance be-
tween the Social, Economic and Environmental aspects.
Statistics show that companies acknowledged as sus-
tainable have their shares valued in the capital market
and improve their image before their stakeholders.

Mindful of the Corporate Sustainability pillars, Cemig
continuously aligns the creation of economic value, res-
pect for social relations with stakeholders, and preserva-
tion of the environment by developing several projects

in the Social, Economic, Governance, and Environmental
fields.

Since 2016, Cemig has an Environmental Policy in place,
which includes six principles that guide its activities and
direct its efforts related to:

* Protection of the environment;

» Conservation of biodiversity;

» Sustainable use of natural resources;

* Waste management;

* Mitigation and adapting to climate change.

CMIG

ANNUAL AND SUSTAINABILITY Riidi]i{ Wdi¥d1

These principles are translated into actions, which are
intended to make employees and partners aware of the
main environmental challenges for Cemig and the world.
Cemig's social responsibility is also incorporated into its
daily life and is part of its Mission, which places the issue
at the center of the Company's strategy. As a public ser-
vices' provider, its social strategy includes relationships
with society, its internal public, suppliers, and consumers,
in addition to responsibility for its products and services
and respect for human rights. Thus, Cemig generates
value for its shareholders, consumers, and for the whole
of society.

In 2019, Cemig's Sustainability Plan was developed with
the engagement of several Company areas, looking to
achieve the following main objectives:

 Align Sustainability efforts to Strategic Planning;

* Create value for stakeholders;

* |dentify risks and opportunities, integrating sustaina-
ble principles and practices into the Organizational
Culture;

¢ |dentify the major gaps and points for improvement in
the Socio-Environmental and Governance aspects;

* Keep the company in line with best practices, boos-
ting Sustainability leadership;

* Improve communication of the Sustainability strategy
to stakeholders and add value to Cemig's brand and
reputation.

Initially, a comprehensive analysis of the external envi-
ronment was carried out, in order to identify trends, risks,

threats and opportunities that may affect Cemig. The
main themes were also systematized, considering the
Environmental, Economic, Governance and Social aspects
In this stage, several sources of information, international
methodologies, Sustainability ratings, benchmarking with
reference companies in Sustainability, and of the electricity
industry, and ODSs.

Subsequently, an analysis of the internal environment was
carried out to map the impacts caused by the Company's
operations in its value chain, and identify the main we-
aknesses, points for improvement and best practices. At
that stage, interviews were carried out with specialists in
the areas, questionnaires were handed, and a workshop
with the leaders, in addition to a detailed analysis of the
Company's internal policies and guidelines.

Based on the information obtained via internal and external
analysis, the seven most relevant topics were defined and
prioritized, as shown below; they were then broken down
into 31 sub-topics that make up the Materiality Matrix of
the Sustainability Plan:

* Governance;

* Risk management;

* Innovation and renewable energies;

* Value chain management;

* People management

* Natural capital and climate change management;

* Efficiency.
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Moving on with the work, initiatives were proposed in line with the Corporate Strategic Plan-
ning and the “Top Risks” of the Company, for the validation and implementation of actions
by the various areas in charge of them in a five-year scenario. Due to the pandemic and the
review of the Strategic Planning, the beginning of that process was moved forward to June
2021.

For monitoring, measurement and analysis of the results of Cemig's Sustainability Plan,
approximately 50 indicators related to the topic are being defined. Their performance will be
assessed at the end of each year against the previous year, in addition to monitoring imple-

menting and carrying out the initiatives.

See the performance of the 2020 Sustainability Plan development goals below.

Goals Being Developed by the Sustainability Plan

Goals Performance in 2020 Further information

Obtain an ICONF - Cemig's
Compliance and Governance
Index in 2020 at each Exec-
utive Department equal to or
greater than 75%.

It will be determined in the
first half of 2021.

Chapter 3 — Corpo-
rate Governance

In 2020, the TFA for Cemig’s

workforce was 1.66, 1.75 for

contractors and 1.31 forin-  Chapter 5 - Employ-
house employees. The limit of ees

Have, in 2021, an accident
frequency rate (TFA) below

1.52. 1.52 for the workforce was not
achieved.
CEMIG REPORT 2020

The five-year investment cy-
cle, as per the sector regula-
tions, covers the period from
2018 to 2022, with an amount
of RS 6.4 billion having been
approved for this time period.
In 2020, the Company made
investments amounting to
approximately RS 1.273 billion
totaling 2.957 billion invested
so far.

Make investments of RS 6.4%°
billion between 2018 and
2022 under the Distribution
Development Plan (PDD).

Chapter 7 - Eco-
nomic Performance

in 2020, 29.5% of employees

participated in the Al6% Pro- Chapter 8 — Social
gram, showing a tendency to Performance
meet the goal in 2021.

Have, by 2021, 35% of em-
ployees participating in the
Al6% Program.

Carry out the Cemig’s Urban
Tree Planting Circuit on an
annual basis.

Chapter 9 — Envi-
ronmental Perfor-
mance

In 2020, the Urban Tree Plant-
ing Circuit was not held.

In 2020, 19.47 ha were
Plant 200 hectares until 2021 planted, totaling 119.47 ha;
(Forest Cover Compensation) so, 59.7% of the goal was
achieved.

Chapter 9 — Envi-
ronmental Perfor-
mance

99 The R$ 6.4 billion amount is restated based on the currency value of June 2020.
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In 2020, measurements of
biomass affected by Cemig
Have a maximum of 819kg of operations amounted to 170
biomass affected by 2021. kg, a low figure compared to
the one laid down in the goal.
The goal was achieved.

In 2020, total energy con-
Maintain, until 2022, power sumption was 263,461.88 GJ,
consumption at the level of an amount 56.47% lower than
amounts consumed in 2017. the consumption in 2017. For

2020, the goal was achieved.

Reduce, by 2020, the Compa- In 2020, a 93.24% reduction in

ny’s water consumption by
4%, based on consumption in
2011.

2011 was verified. That result
shows that the goal laid down
for 2020 was reached.

In 2020, from all the waste
produced by Cemig, 97.74%
was destined to recycling,
regeneration or sale, a result
below the one determined by
the goal scheduled for 2020.

Have, in 2020, 99% of its
industrial waste recycled,
regenerated or disposed of.

TG REPORT 2020

Chapter 9 — Envi-
ronmental Perfor-
mance

Chapter 9 — Envi-
ronmental Perfor-
mance

relation to the consumption in Chapter 9 — Envi-

ronmental Perfor-
mance

Chapter 9 — Envi-
ronmental Perfor-
mance

Reduce, by 2020, the inten-

sity (ton/MWh) of emissions

of particulate matter from In 2020, with the shutdown
thermal sources by 2% and  of UTE Igarapé, there was no
the emissions of particulate emission of particle material
matter from vehicle sources from thermal sources.

by 4%, having 2017 as the

base year.

In relation to vehicular sourc-
es, in 2020, a 7.8% reduction
was recorded, when com-
pared to 2017. These results
show that the goal laid down
for 2020 was reached.

Chapter 10 — Climate Change

Reduce, by 2020, the intensi-

ty (ton/MWh) of emissions of In 2020, with the shutdown
NOx from thermal sources by of UTE Igarapé, there were no
1% and the emissions of NOx emissions of NOx from ther-
from vehicle sources by 4%, mal sources.

having 2017 as the base year.

As for vehicle sources, in

2020, an 11.6% increase in

relation to 2017 was record- Chapter 10 — Climate Change
ed, a result above the goal

scheduled for 2020.
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Reduce, by 2020, the inten-

sity (ton/MWh) of emissions

of SOx from thermal sources In 2020, with the shutdown
by 25%, having 2013 as the of UTE Igarapé, there were no
base year, and the emissions emissions of SOx from ther-
of SOx from vehicle sources mal sources.

by 15%, having 2017 as the

base year.

In relation to vehicular sourc-
es, in 2020, a 94.8% reduction
was recorded, when com-
pared to 2017. These results
show that the goal laid down
for 2020 was reached.

Chapter 10 — Climate Change

Maintain the percentage

of SF6 losses (kg of SF6 In 2020, the percentage of
issued/total installed quan- loss of SF6 verified was

tity of SF6) at a maximum of 0.34%. The goal was achieved.
0.66% until 2022.

Chapter 10 — Cli-
mate Change

TG REPORT 2020

O quadro abaixo retrata as principais metas e objetivos propostos pelo Planejamento
Estratégico da Cemig e pelo Plano de Sustentabilidade para 2021.

Goals Being Developed by the Sustainability Plan

Indicator 2021 Goal
IPTD - Total Losses in Distribution Rate 11.28%
DEC — Duration of interruptions in hours 9.5h

TFA (D) - Accident with Leave Frequency Rate at the  1.51 accident/million
Board of Directors of Cemig Distribuicao (DCD) TMH

2.82 accident/million
TMH

IASC - Customer Satisfaction Index 80%

GT Accident Frequency Rate

Customer Satisfaction Percentage with Cemig Group 90%
Companies °

Percentage of Access Opinions of Micro and Distribut-
ed Minigeneration Issued on Time

MAPRISK - Index of Company Top Risk Matrix Mapping 100%

MEDRISK - Index of Top Risk Mitigation Measure Mon-
itoring

100%

100%
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Communication for the Fostering of Compliance Cul-

ture 100%
Employees Trained Privately 90%
Health of the Cemig Brand in Social Networks 50%
Reception of Spontaneous Media 120

Use of the Scenario for Federal Incentive to Culture 100%

DFS-LTD - Vacancy of Safety Belts of High Voltage. and

Extra High Voltage Lines 121 homes

LRLC - Release of Place for Legalization or Removal of

Power Hogs 70% (Scheduled)

PE-Al6% - Participation of Employees in the Al6% - For- 28.50%
mando Cidadaos (Educating Citizens) Program SR
P-Vol - Voluntary Participation in Corporate Initiatives 450 volunteers
PESP- Number of People Benefited by Sports Projects 5699

PIDOS- Number of People Benefited by Projects for the

Elderly o
Affected Biomass 819 Kg
Recycling, Regeneration or Sale of Industrial Waste ~ 99%
Planting (Forest Cover Compensation) 200 ha
Satisfaction of Relations with Investors 4.3 (Survey Score)
Corporate Climate Favorability Index 67%
Number of Trained Employees 8

ISOB - Dam Operational Safety Index 72.80%
ISEB - Dam Structural Safety Index 0.76

ICC - Environmental Constraints Compliance Index 100%
ILOI - Environmental Licensing Index - Cemig GT 85%
IPDAIA - DAIA Obtaining Deadline Index 365 days

TG REPORT 2020

Streamlining of Hospitals with Change of Equipment
Replacement of School Lights for LED Lights
Streamlining of APACs (Photovoltaic Plants)

Establish a Covenant with Municipalities for Moving
People Living under Power Transmission Lines

20

31

129



SUSTAINABILITY COMMITTEE

Reaffirming the importance of sustainability for Cemig, the Company has a Sustainabili-
ty Committee with the purpose of consolidating the integration of corporate sustainabili-
ty into the Company’'s management process.

The Committee’s performance aims at proposing policies, guidelines, actions, plans and
projects, in addition to strategic initiatives, to boost Cemig's performance in the social,
environmental, economic and corporate governance aspects, with a focus on its contri-
bution to sustainable development.

The Committee coordination is conducted by an executive coordinator, who is responsib-
le for monitoring and validating the work carried out, and a technical coordinator, in char-
ge of carrying out the work. Both are appointed by the President’s Office. The committee
is made up of active representatives and their deputies from all boards of the Company.

The following are directly linked to the Committee: a Social Responsibility Work Group,
a Valuation of Corporate Diversity Work Group, and a Work Group to follow up on the
Environmental Adequacy Program.

Cemig's Sustainability Committee has an advisory function. It does not have decision-

-making attributions. However, they may call, at their discretion, employees or support
groups from the Company to guarantee the full and effective execution of its activities.

CMIG AR RIS EVNEGIRINS REPORT 2020
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/  ECONOMIC PERFORMANCE

[102-45] The financial data presented in this report refer to the group of companies
Cemig holding has operational control of, except when mentioned otherwise in the text.
These companies can be found in the Cemig Group's organizational chart presented in
the chapter ‘Cemig’.

All data presented here are included in Cemig's Administration Report and Financial
Statement, and were consolidated based on criteria laid down in Brazilian legislation
(for more details, see note 3 to the Standardized Financial Statements (DFP) on Ce-

mig's website)%°,

In 2020, Cemig showed a net profit of RS 2.8765 million, against a net profit of RS 3,194
million in 2019, amounting to a 10.31% decrease.

Fiscal year net earnings by segment and consolidated

Net Profit (Loss) in the Fiscal Year - 2020

RS - Millions

Generation Transmission Distribution Gas Others Consolidated
386 1,115 1,201 226 -65 2,865

CMIG AR RIS ALY IREINS REPORT 2020

Net earnings historical series

Net Earnings

327
2.865

1.700

RS - Millions

2018 2019 2020

[201-4] Just as in 2019, in 2020 Cemig did not receive any kind of financial assistance
from the government. The major variations in revenue and in net financials costs and

expenses are provided throughout this chapter.

100 Available at: https://api.mziq.com/mzfilemanager/v2/d/716a131f-9624-452¢-9088-0cd-
6983c1349/488599fb-efc5-b38a-bf21-77626bb27d35?0rigin=1
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1.1 MAJOR FINANCIAL INDICATORS™

GOOD JOBS AND
ECONOMIC GROWTH

INDUSTRY. INNOVATION
ANDINFRASTRUCTURE

o

o

EBITDA

In 2020, Cemig's results, which were already following an upward curve, displayed sig-
nificant growth. The Company’s cash generation, as measured by EBITDA, grew 30%,
from RS 4,376 million in 2019 to RS 5,694 million in 2020.

EBITDA 2020

2019 .
EBITDA — (RS million) 2018 2020 :i2|/120 Varia

(presented again)
Income for the year 1,700 3,194 2,864 -10%

+ Income Tax and Social

Security Expenses (¥) 728 1600 936 4%

+ Income for the year 518 -1,360 905 90,600%
;riz[;%%rsciation and Amor- 835 958 989 3%
EBITDA 3,781 4,392 5,694 30%

(*) The income tax and social contribution expense in 2019 and 2018 include, respectively, the amounts of RS
85 and RS 129 million, which are presented by net include of discontinued activities.

CMIG AR R YWY RENA REPORT 2020

Cemig's EBITDA margin went from 17.23% in 2019 to 23.14% in 2020. The increase in
EBITDA in 2020 is mainly due to the higher result of the Company'’s operating activities,
as well as the greater number of non-recurring events with a negative effect on the
calculation.

EBTIDA

6.400 5694 50
5.600
4800 4392 40
4000 3.781 .
3.200 -
2.400 314 20
1.600 16,98 1723 10

800

0 0
2018 2019 2020
EBDITA — RS Millions . FBTIDA Margin

101 The 2019 results were presented again in 2020, due to a change in the accounting policy. For
further details, se explanatory note No. 2.8 of the DFP.
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OPERATING REVENUE

[103-2:201; 103-3-201] Generally, for the businesses of the Company and its subsidia-
ries, gas and other revenues are recognized when a performance obligation is met. The
Company recognizes revenue only when it is probable that it will receive the conside-
ration in exchange for the goods or services transferred, considering the customer's
ability and intention to fulfill the payment obligation.

[102-7] The composition of operating revenue for fiscal years ending on December 31,
2020, is as follows:

Operating Revenues

Operating Revenues (RS Million)

o 19/20 Varia-
Revenue Composition / .
(presented again) tion

Gross Supplying of Power 24871995 26927559 26432081 -2%
Revenues from the Use of 2044599 2722444 3021614 11%
Distribution Systems — TUsD

Ot Ol ey Fineiee] 1973064 57988 454741 684%
Components

Revenues from Transmis- 410852 351837 279263 21%
sion Concession

Revenues from Transmis- 95712 311759 201451 -35%

sion Construction

CMIG
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Financial Remuneration of
the Transmission Contract
Asset

Revenues from Transmis-
sion Indemnity

Revenues from Generation
Indemnity

Revenues from Distribution
Construction

Adjustment of the cash flow
expectations for the recov-
erable financial asset of the
distribution concession

Revenue from the Financial
Correction of the Grant
Share Dividend

Transitions with energy at
CCEE

Gas supplying

Penalty for violation of conti-
nuity indicator standard

Other operating revenues

Recovery of PIS/Pasep/Cof-
ins tax credit

Taxes and burdens on
revenues

Net operating revenues

260375

55332

801778

325

321427

217218

1995406

-44326

1584094

-12311634

22266217

327995

979308

17839

318266

431994

2298114

-57897

1723059

1427786

-12651078

25486973

438393

1434823

15464

347057

153762

234347

-50532

1709486

266320

-11721729

25227625

34%

47%

-13%

9%

-64%

-90%

-13%

-1%

-81%

1%
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Revenue from gross power supply was RS 26,432 million
in 2020, against RS 26,928 million in 2019, amounting

to a 1.84% reduction. Revenue from energy sold to final
consumers was RS 23,018 million in the 2020 fiscal year,
against RS 24,052 million in 2019, a 4.30% decrease.

The main items that affected this revenue are as follows:

* Cemig D's annual tariff readjustment, with an average
positive impact on consumer tariffs of 8.73%, appli-
cable as of May 28, 2019 (in full effect until June 30,
2020); and

* A 6.62% reduction in the amount of energy sold to
final consumers, mainly in the industrial and commer-
cial segments.

A 14.40% reduction in the amount of energy sold to the
industrial segment stands out here. This result is a mer-
ge of the 25.6% reduction in the captive segment, due
mainly to the migration of customers to the free market,
and a 12.3% reduction in that market. In the free market,
the reduction is mainly due to the effects of the pande-
mic on industrial activity in 2020.

CMIG AR R YWY RENA REPORT 2020

Revenue from transactions with energy at CCEE was RS
154 million in the 2020, against RS 432 million in 2019,
a 64.35% decrease. This reduction is mainly due to the
decrease in GSF, with the worsening of hydrological
conditions in 2020.

Revenue from transactions in the Surplus Sale Mecha-
nism (MVE) reached the amount of RS 234 million in
2020, relating to energy offers made at the end of 2019
by Cemig D. MVE is an instrument reqgulated by Aneel
that allows sale of the surplus of electricity contracted
by the distributor utilities, that is, the amount of energy
that went over what was needed to serve captive consu-
mers.

The Company recorded a revenue from gas supplying
amounting to R$ 2,011 million in 2020, against RS 2,298
million in 2019, amounting to a 12.49% decrease. This
variation basically results from the reduction of 16.28%
in the volume of gas sold, being 945,727m3 in 2020,
compared to 1,129,653m3 in 2019, mainly influenced by
the thermoelectric and industrial segments, which pre-
sented a reduction of 51.31 % and 3.32%, respectively.

Finally, it is worth mentioning the PIS/Pasep and Cofins
tax credits on the ICMS tax in 2019 amounting to RS
1,428 million, which resulted from the success of a law-
suit where the Company disputed the inclusion of ICMS
in the tax base of PIS/Pasep and Cofins, with retroactive
effect to July 2003. More information can be found in
note 9, which appears in the 2020 DFP.
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OPERATING COSTS AND EXPENSES

Operating costs and expenses amounted to RS 21,432 million in 2020, against RS
22,475 million in 2019, a 4.64% decrease. The main variations in expenses are descri-
bed below:

¢ The expense with profit sharing of employees and managers in the net profit was RS
142 million in 2020, compared to the amount of RS 263 million in 2019. This varia-
tion stems from the change in the criteria for calculating participation in the periods
under comparison, as provided for in the collective agreements related to Cemig's
Profit and Results Participation Program for 2019 and 2020.

* Expense with staff was RS 1,276 million in 2020, against RS 1,272 million in 2019, a
0.31% increase. The main changes in expenditure are due to the following effects:

- A 6.11% reduction in the average number of employees, 5,254 in 2020,
against 5,596 in 2019, offset by the events described below;

- Recognition, in the first half of 2020, of costs and expenses with the voluntary
severance program in the amount of RS 59 million, against the amount of RS 21
million in the same period of 2019;

HR Data (2020)

% of people with disabilities at the Company. 177 employees with disabilities — 3.37%

Average amount invested per employee in training

and development. RS 3,741

Voluntary turnover rate among employees 4.23%

- A 2.55% salary readjustment, as of November 2019, due to the Collective Bargai-
ning Agreement.

 Expenses with third party services amounted to RS 1,265 million in 2020, against RS
1,239 million in 2019, a 2.10% increase. The major impacts are due to the prioritization
of actions and expenditures by Cemig D, aiming at reducing energy interruptions and
improving the quality of service to its consumers.

CMIG
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¢ Infrastructure construction costs were RS 1,581 million in 2020, compared to RS 1,200
million in 2019, a 31.75% increase. This variation was due to the greater amount of
investments in distribution and transmission in 2020, when compared to the previous
year. These costs are fully offset by the construction revenue and correspond to the
Company's investment in the period in concession assets.

NET INCOME FOR THE YEAR

The Company obtained a negative net financial income in 2020 in the amount of RS
905 million, compared to a positive net financial income result of RS 1,360 million in
2019. This increase was mainly due to the situations detailed below.

In 2020, there was an increase in the exchange rate variation linked to foreign currency
loans, which amounted to a financial expense of RS 1,742 million in 2020, compared to
a financial expense of RS 226 million in 2019. This increase is mainly due to the dollar
valuation in 2020, which caused an accrued foreign exchange variation of 29%, against
4% in 2019, with a negative impact on the principal of the debt in foreign currency
(Eurobonds).

There was also an increase in gains from hedging operations contracted to hedge
against the risks of foreign currency variation linked to Eurobonds, which was RS 1,753
million in 2020, compared to RS 998 million in 2019. This variation is mainly due to the
appreciation of the future dollar.

In addition, there was an increase of 28% in 2020 in relation to 2019 in interest on

the foreign currency loan, which was RS 850 million and RS 664 million, respectively,
reflecting a positive exchange variation of 29% in the dollar during the year (RS 4.03 in
2019 and RS 5.19in 2020). Finally, there was an update of the PIS/Pasep and Cofins
tax credits on ICMS tax, recognized in 2019, in the amount of RS 1,580 million. More
information can be found in note 9, which appears in the 2020 DFP.
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INCOME TAX AND SOCIAL SECURITY

In the 2020 fiscal year, the Company recorded expenses with income tax and social se-
curity amounting to RS 936 million in relation to Profit Before Taxes On Profit (LAIR) of
RS 3.801 million, amounting to an actual tax bracket of 24.63%. The Company determi-
ned expenses with income tax and social contribution in 2019 amounting to RS 1,600
million in relation to a profit of million RS 4,570 million (represented), before taxes, thus
amounting to an actual tax bracket of 35.01.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents on Thursday, December 31, 2020 totaled RS 1,680 million,
against the RS 536 million balance on December 31, 2019, and were not maintained in
currencies other than the real. The reasons for this variation are given below.

Cash Flow from Operational Activities: net cash from operating activities in 2020 and
2019 totaled RS 8,609 million and RS 2,037 million, respectively. This higher cash gene-
ration in the year is mainly due to the amounts received in 2020 from the Covid accou-
nt, of RS 1,404 million, in addition to the amounts raised from judicial deposits from the
Pasep/Cofins effect on the ICMS tax, in the amount of RS 1,383 million. Additionally,

in 2020 the Company started to offset Pasep/Cofins credits on ICMS against federal
taxes payable, which caused a lower cash outflow for tax payments compared to 2019;
that was RS 240 million in 2020 and RS 1,767 million in 2079.

Cash Flow from Investment Activities: net cash used in investment activities in 2020
totaled RS 5,077 million, against a net cash used in investment activities in 2019 of
RS 1,189 million. This result is mainly due to the higher volume of funds transferred
for investment in bonds and securities in 2020 (an investment of RS 3,368 million and
redemptions of RS 79 million in 2019), considering the greater availability of resources
in 2020.

Cash Flow from Financing Activities: the cash flow consumed in financing activities
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during 2020 totaled RS 2,387 million, and consisted of the amortization of RS 2,531
million in financing and in obtaining RS 826 million in funds, in addition to the payment
of RS 84 million in interest on equity and RS 598 million in dividends.

The cash flow used in financing activities during 2019 totaled RS 1,203 million, and
consisted of the amortization of RS 4.883 million from financing and RS 4.477 million
in financing having been obtained. Additionally, the payment of dividends and interest
on equity in 2019 reached the amount of RS 701 million, 14.69% more than the amount
paid in 2020.

Fundraising and Debt Management Policy: in 2020, with the worsening of the crisis and
uncertainties caused by the pandemic, the local debt market proved to be more selec-
tive, with less depth and larger spreads, a scenario that changed gradually, achieving
better conditions throughout the fourth quarter.

In the midst of this scenario, the Company showed resilience and adequate liquidity to
face the crisis, had slight variations in its market and in delinquency, and also benefited
from liquidity events, by not raising funds directly from its subsidiaries, Cemig D and
Cemig GT. On the contrary, the Company amortized a significant amount of its debt in
2020. RS 812 million of debt was amortized at Cemig D, RS 807 million was amortized
at Cemig GT, RS 902 million was amortized at Gasmig and RS 10 million was amortized
at Centroeste.

In September 2020, Gasmig accessed the capital market, issuing RS 850 million in
infrastructure debentures to roll over an equal amount of promissory notes, extending
its debt profile, without increasing its gross debt. The issue was priced at IPCA + 5.27%,
for aterm of 11 years.
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DISTRIBUTION OF ADDED VALUE

[201-1] The Value Added Statement - DVA shows wealth building and the Company's repre-
sentativeness to society, with RS 19,319 million of added value in 2020, against RS 19,510
million in 2019 (restated). The distribution of added value occurs in 4 major directions. A
portion is intended for the Company's employees, through direct compensation, benefits
and a guarantee fund. Another part is destined to the municipal, state and federal govern-

ments, via the payment of taxes, fees and contributions. In addition, part of it is intended for

return on equity - the Company's and third parties - by means of interest, rents, dividends
and retained earnings. The chart below shows the form of this distribution for the 2020
fiscal year:

Added Value Distribution in 2019

Added Value Distribution - AVD

7%

18%

Government
Staff

B Shareholders

oo ' R Third-Parties

Witheld Amount

9%
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PROPOSAL FOR INCOME DISPOSAL

The Board of Directors decided to forward the following proposal for the allocation of
Net Income for 2020, in the amount of R $2,864 million, to the Annual General As-
sembly (AGM), in the amount of RS 2,864 million from the realization balance of the
assigned cost of fixed assets, in the amount of RS 17 million from the adjustment of
previous years, in the amount of RS 217 million, and from the realization of the unreali-
zed profit reserve in the amount of RS 835 million:

¢ RS 142 million to be kept in Shareholders’ Equity in the Legal Reserve account, as
established in Law 6,404/1976.

¢ RS 1,482 million to be allocated to the payment of mandatory dividends to the Com-
pany's shareholders, to be paid in two equal installments, the first of which until June
30, 2021 and the second until December 30, 2021, as follows

- RS$ 553 million declared as interest on equity (JCP) and charged to the man-
datory dividend, as decided by the Executive Board on September 22, 2020 and
December 23, 2020;

- R$ 929 million mandatory dividends were declared, with shareholders who
have their names registered in the Registered Share Registration on the date of
the AGO being entitled to it.

* RS 1,450 million be kept in Shareholders’ Equity in the Profit Retention Reserve ac-
count, to guarantee the Company's consolidated investments planned for the year of
2021, according to the capital budget.

* RS 18 million be kept in Shareholder's Equity in the Tax Incentive Reserve account

related to tax incentives liked to investments made in the Sudene region.

The Unrealized Profit Reserve will continue with a balance of RS 835 million, conside-
ring reversion of the reserve constituted in 2019 and the new reserve constitution in
2020, in the same amount.
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1.2 CAPITAL MARKETS AND DIVIDENDS

Cemig trades its shares at the Sdo Paulo Stock Exchange (B3) with the CMIG3 (ON)
and CMIG4 (PN) symbols, at the New York Stock Exchange (NYSE) with the CIG and
CIG/C denominations, and at the Madrid Stock Exchange under the name of XCMIG.
Below are the closing quotes of shares in each of those markets for the years 2018,
2019 and 2020:

Cemig shares market value

Name Symbols Currency 2018 Closing 2019 Closing 2020 Closing
Cemig PN CMIG4 BRL 13.86 13.79 14.27
Cemig ON CMIG3 BRL 14.39 15.59 16.11
ADR PN CIG uss$ 3.38 334 2.82
ADR ON CIG.C uss$ 3.76 39 318
Cemig PN XCMIG Euro 2.98 2.8 2.22

Eln 2020, CMIG4 preferred shares registered a trading volume of RS 31.96 billion, with
a daily average of RS 128.3 million. This amount traded makes our preferred share (PN)
one of the most traded shares on B3 providing security and liquidity for investors.

The average daily volume of trading with preferred shares on the New York Stock
Exchange in 2020 was USS 10.03 million and had transactions of USS 2.53 billion,
which consolidates Cemig's position as a worldwide investment option. Cemig had
the highest amount traded in 2020 among the ADRs of the Brazilian electricity sector
traded on the NYSE.
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In terms of performance, the Company was the one most traded in the electric sector
at B3. Both Cemig's shares had a performance better than the one verified by the ener-
gy industry index - (IEE).

The market value is represented by the totality of the Company’s shares at their market

value on the last trading day of each year, with a growth in relation to the previous year
of 7.71%.

Market Value

Market Value — RS Millions
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1.3 INVESTMENTS IN GENERATION,
TRANSMISSION AND DISTRIBUTION

While concerned with the balance of finances by carrying out negotiations aimed at
structuring the cash flow, Cemig also works to constantly improve the services provi-
ded to its customers and consumers. Through various investment actions in new solu-
tions, technical qualification, infrastructures and equipment, Cemig seeks to achieve its
major objective: to offer the best quality of service, prioritizing the continuity of supply
and the fast recovery in case of emergency events, maintaining the focus on the final
consumer.

[203-1] Annually, Cemig makes massive investments in its system, in order to maintain
it, reform it, renew it, reinforce it and expand it.

The multi-annual investment program for Cemig GT has been expanded from RS 1.1
billion to RS 1.45 billion over the next 5 years.

Cemig invested RS 18 million in the installation of two 33 MVA autotransformers in the
Alfenas 1 Substation and in carrying out adjustment works in the Pogo Fundo Substa-

tion. These works were aimed at increasing the power generation of SHP Pogo Fundo

from 9.6 MW to 30.0 MW. The works are part of an investment plan of the Company in
the South of the State, which reaches about RS 376 million and also includes the cons-
truction of five new substations in the municipalities of llicinea, Campestre, Jacutinga,
Silvianodpolis, Sdo Bento Abade, Jesuania and Lambari.
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DISTRIBUTION DEVELOPMENT PLAN

The Distribution Development Plan (PDD), in the order of RS 1.2 billion per year, aims to
increase the system'’s flexibility, selectivity, capacity and safety.

Through various investment actions in new solutions, technical qualification, infras-
tructures and equipment, Cemig seeks to achieve its major objective: to offer the best
quality of service, prioritizing the continuity of supply and the fast recovery in case of
emergency events, maintaining the focus on the satisfaction of our customers. By me-
ans of the PDD, Cemig D defines its priorities for investments relating to the Regulatory
Remuneration Base (BRR).

PDD - Expected benefits
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This planning instrument also support the prudent management of resources in the current tariff cycle, with the ob-
jective of increasing the availability of power on a continuous basis, with quality, safety and in the amount required by
customers, thus promoting social and economic development in Cemig D's concession area.

The PDD consists of undertaking projects linked to the electric power system and associated with the expansion,
boosting, refurbishing and renovation of Cemig D assets, such as substations and distribution lines.

PDD Cycle 2018 to 2022 -
Main Investments and Prioritizing of Investments
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According to the sector regulation, the five-year investment cycle covers the period
from 2018 to 2022, with an amount of RS 6.4 billion having been approved for this time
period. In 2020, the Company made an amount of approximately RS 1.273 billion out of
an approved total of RS 1.350 billion, distributed among the following macroprojects:

Investments in PDD Macro-Projects

_ Amount invested Environment 3,065
Macro-project
RS x
3 Medium Voltage Automation Master Plan 68,952
Expansion and reinforcement of high voltage lines 348,535
Telecommunications 6,622
Care to consumers and accessing users (Cemig partici- 39181
pation) ' Scada Project -
Renovation of the high voltage system 5,383 Lawsuits 46,861
Operation and maintenance of high voltage lines 20,372 TOTAL 1,273,013
Reinforcement of medium and low voltage grids 82,950
The adequate application of investments seeks to maximize the Distributor Utility's
Care to the medium and low voltage urban market 147,080 revenue and minimize its operating costs, aiming at (i) meeting the increased demand
for energy, both from new and existing customers; (ii) contribute to a decrease in DEC
Care to the medium and low voltage rural market 84,826 (the average time that each consumer is without energy) and FEC (the average number
of times that each consumer is without energy); and (iii) improving security at Cemig's
Supplemental Program (Cemig participation) in low and - .
hig%pvoltage gram {Cemig participation) 151,690 facilities for employees, contractors and the population as a whole.
Third-Party Safety (Cemig participation) 9,924 As important as making investments is capitalization (accounting) to compose the
Company'’s asset base, which is the source of the Distributor Utility's revenues. If capi-
Renovation of medium and low voltage grids 66,363 talization does not carried out in accordance with regulation and deadlines, Aneel may
Operation and maintenance of medium and fow voltagegrids 128369 ordetr.the nonl—remune-ratfon of Fhe asget, reprgsentmg, therefore, loss of revenues, in
addition to this constituting an infraction subject to a fine.
Change of measurement/border measurement 62,842
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ORMANGE

Cemig acknowledges that its business causes direct and indirect impacts to several
communities. The Company also believes that the success of its business and the qua-
lity of its products depend on the relationship with several categories of stakeholders.
Therefore, it values a harmonious interaction, respecting and considering the needs
and contributions of each stakeholder.

The primary focus of the company's social management has been strengthening
relationships and promoting social development in the communities (i) surrounding
hydroelectric plants, (i) along transmission networks, and even (iii) in places mostly
influenced by Distribution, such as large urban centers.

8.1 RELATIONSHIP WITH THE
COMMUNITY

10 REDUCED 11 SUSTAINABLE CITIES
INEQUALITIES AND COMMUNITIES

alie

@

[103-2:413; 103-3:413] Cemig's strategic position in relation to local communities in the
areas where it operates includes social, environmental and economic aspects to be con-
sidered in all the Company'’s projects. Its Policy of Communication with the Community
determines that communication and engagement with stakeholders is the major route
for corporate social responsibility.

CMIG
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This policy reinforces Cemig's commitment to transparency in its management efforts,
with a focus on joint responsibility with the community, and the encouragement of
local economic and social development, making public the fundamentals and premises
that guide the definition of communication strategies and practices. They include ob-
jectives to create and perfect adequate communication tools between the stakeholders
and the Company’s main areas of activity, mainly those of generation, transmission,
distribution, and energy development.

The Company’'s Communication Plan, which, together with the Policy of Communica-
tion with the Community, makes up the set of communication strategies adopted in the
relationship with communities and directs the Social and Environmental Diagnostics
prepared for each project or program.

Other documents that support and guide practices in the relationship with the commu-
nity are the instruction on Social and Environmental Negotiations at Cemig (IS—-48) and
the Code of Conduct.

The major programs that involve direct relationships with the communities existing in
the Company'’s area of activity are described in items 8.2 and 8.3 of this Report. They
are aligned with the documents mentioned above and have their own indicators for
measuring results, according to their specificities.
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8.2 TERRITORY MANAGEMENT

10 REDUGED
INEQUALITIES

G

[103-2:413; 413-1; 413-2] Human occupation of the safety belts of high voltage overhe-
ad lines is a problem that several Brazilian power utility companies are subject to. In
addition to other factors, this happens as a reflection of the socioeconomic conditions
of part of the population.

Most of the occupations are from low-income families with no housing options, who
find in safety belts as an area available to establish themselves in, even in precarious
conditions of life and safety.

In view of this situation, and in line with its strategic planning, Cemig saw the need to
work on safety solutions for the population. The goal is to revert this critical situation
represented by the occupations of the safety belts of electric power transmission and
distribution lines.

Considering a territory as a space defined by power
relations - where there is a presence and/or human or
political activity - its management is vital to outline
strategic guidelines and fair practices when Cemig
carries out its activities. The relationship with the
community is essential to mitigate negative impacts
and optimize opportunities.
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Assim, a Cemig tem como objetivo equacionar o problema da ocupacdo humana e
outras irregularidades nas faixas de seguranca das linhas. Isso é feito por meio da
implementacéo de medidas de curto, médio e longo prazo, capazes de coibir o avango
das ocupagdes com a continua fiscalizagao, e de reduzir o volume existente de ocu-
pacoes irregulares. Essa segunda frente de agao é desenvolvida em parceria com os
municipios, por meio da assinatura de convénios que permitam a remogao de mora-
dias irregulares e o reassentamento das familias em moradias dignas.

Mediante o exposto foram mantidas e implementadas, a partir de 2020, as seguintes
Medidas Estruturantes:

* Creation of the strategic plan for combating and preventing human occupation under
power lines, with three pillars: judicialization, eviction and treatment of risks.

TREATMENT
OF RISKS

Electro-mechanical
reinforcements

REMOVAL OF PEOPLE

JUDICIALIZATION ELIMINATION OF RISK

Surveillance and Immediate removal

repossession of homes under

actions construction
(preventive)

Underground
bypasses — Cemig
D (corrective)

Reocupation of
areas under lines

Legal action
alternatives

Removal of squatter Crisis
settlements — Cemig management plan
GT (corrective)

* On 30/Nov/2020, a new belt inspection contract was signed for the Company'’s con-
cession area;

* Publication of the Policy for the Determination and Prevention of Human Occupation
Under Power Lines.



Also in 2020, 98 repossession actions were filed, with
14 demolitions in injunction issued for removal of illegal
constructions. The agreed target of relocating families
was also achieved, considering, in particular, the signing
of an agreement between Cemig and the municipality of
Contagem. Thanks to this agreement, 109 families living
in the Vila Esperanca neighborhood were resettled.

DAM SAFETY

In order to address one of its major water risks and
aiming at guaranteeing the safety of the dams operated
and maintained by Cemig, the Company employs a me-
thodology supported by the best national and interna-
tional practices. This methodology also complies with
Federal Law 12,334/2070 (updated by Federal Law No.
14,066/2020), which lays down the Brazilian National
Dam Safety Policy and its associated regulations (Aneel
Normative Resolution No. 696/2015)02,

Dam safety measures include procedures for field
inspections, collection and analysis of instrumentation
data, drafting and updating of dam safety plans, plan-
ning and monitoring of maintenance services, analysis
of results, and ranking of civil structures. Based on the
ranking of the structures, the frequency of safety inspec-
tions and the monitoring routine are laid down.

102 pPursuant to Law No. 12,344/2010 and Resolution 696

of Aneel, every business enterprise - meaning a private or
governmental player with legal interest on the lands the dam
and reservoir are located in or that exploits the dam for their
own benefit or that of the community - shall draw up an Emer-
gency Action Plan (PAE).

103 Electric Sector GRI: EU-21
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Each dam vulnerability is continuously monitored by a
system specialized in Dam Safety (Inspector software).
The system was originally developed via an R&D project.
It includes anomaly georeferencing tools that enable a
global analysis of the behavior of each dam, as well as
systemic analyses of the portfolio. In 2020, a new ver-
sion of the system will go into operation; it will be in line
with technological developments and new regulatory
requirements, in addition to incorporating risk manage-
ment concepts.

Among other dam management activities, periodic safe-
ty reviews (RPS) are also carried out, with the objective
of verifying the general safety state of the dam, conside-
ring the current state of the art for design criteria, the up-
date of the hydrological data, and changes in conditions
upstream and downstream of the dam. In addition to
Cemig's professionals, these activities involve a multi-
disciplinary team of external specialists. Security-related
issues are carefully checked.

Also as part of these activities, Cemig prepared the
Emergency Action Plans (PAEs) specific to each dam;
prepared a new Proximity Program Proposal to interact
more intensively with the Municipal Civil Defenses (COM-
PDECs); established the “Work Group: “Dam safety of
hydroelectric plants operated and maintained by Cemig
GT Working Group’, and prepared the Crisis Manage-
ment Plan for the dams."%®

. EMERGENCY ACTION PLANS

In compliance to the law regarding dam safety, Cemig
prepared the Internal and External PAEs detailed below:

Internal PAE: a document where all detection, prevention
and correction procedures to be adopted by Cemig in an
emergency situation are detailed. The document aims
to impart a relative degree of certainty and agility to the
decision-making process of the technical staff involved,
and, where possible and appropriate, to preserve the
structure of the dam, thus preventing accidents;

External PAE: a document detailing the interfaces betwe-
en Cemig and the external public to be put into place
when emergency situations are detected.

In compliance with Aneel Normative Resolution No.
696/2015, internal PAEs have been addressed by the
company'’s internal department responsible for the ope-
ration and maintenance of hydroelectric plants; these
PAEs are now being made available for the projects

and the dam and civil maintenance and technical staff,
External PAEs must be available at the ventures, in the
city halls involved, and also be handed to the competent
authorities and civil defense organizations. The external
document focuses on presenting the risk of flooding
caused by normal floods and possible dam breach
events. The objective is to build a culture of readiness for
flood situations in the communities established along
the rivers where Cemig's plants are located.

Cemig prepared specific External PAEs for the 42 dams,
as determined in a Normative Resolution. The 42 dams
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run by Cemig impact the life dynamics of 122 municipalities, and in some cases, the
same municipality is covered by two PAEs, since there are two dams operating in its
territory.

In 2020, the “Proximidade Workshops - PAE" were held. In these, the PAEs and the Pro-
ximidade risk management application, already available, were worked on.

Finally, all the municipalities involved have the PAEs of the 42 dams of the Company. As
these are documents that are constantly updated, the COMPDEC coordinators have a
link to access the document, which will always be in its most updated version.

The actions to integrate the PAEs with the Protection Contingency and Civil Defense
Plans (PLANCONS), such as, for example, the registration of the population mapped as
being in a self-rescue zone, were postponed from 2020 to 2021, due to the pandemic.

Il.  PROXIMITY PROGRAM

In compliance with the Brazilian National Dam Safety Policy (Law No. 12,334 from 20/
Sep/2010) and its associated regulations, Cemig implemented a warning/alarm strate-
gy and means of communication in the communities that may be affected by emergen-
cy situations resulting from dam breaches.

In 2020, a pilot action was carried out for the PAEs of PCHs Cajuru and Gafanhoto,
involving the municipalities of Carmo do Cajuru and Divindpolis. Studies on the propa-
gation of flood-inundation areas for scenarios of dam rupture and exceptional flood
events were discussed. The indications of meeting points and escape routes, and the
registration of the population mapped as being in a risk area in the self-rescue zone via
the Proximity application were addressed.

CMIG

ANNUAL AND SUSTAINABILITY Riidd 1] Wdi¥d1

Proximity Program

PRO> IMIDADE ¥ :

PROGRAMA DE INTEGRAGCAO COM A COMUNIDADE ‘ —

GAIN ACCESS TO
REAL TIME
DATA,
WARNINGS AND
INVENTORIES
ENTER YOUR MOBILE
NUMBER AND FILL OUT WITH

THE PIN SENT OVER SMS

SEARCH FOR PROXIMIDADE
IN GGOLE PLAY STORE OR
APPLE STORE

« PROXIMIDADE o & :

P> Google Play

PRO>IMIDADE

GAIN ACCESS TO REAL TIME DATA,
WARNINGS AND INVENTORIES

1357t omm sassen

THE MOBILE PLATAFORM HAS
3 MAJOR OBJECTIVES:

ALLOW FAST ACCESS TO FLOOD EVENT
DATA ALONG RIVERS

CONFIGURE THE PLANTS OF INTEREST

ISSUE WARNINGS FOR RESPONSE GROUPS AND THE POPULATION
AFFECTED

STREAMLINE OPERATIONAL COMMUNICATION
BETWEEN COMPANIES AND MUNICIPAL CIVIL DEFENSE BODIES

LEARN ABOUT ALL THE TOOLS AT: bit.ly/proximidadeapp_pop

[11. 11I.CRISIS MANAGEMENT PLAN

The Crisis Management Plan for dams aims at:
Formalizing synchronized actions that will be taken in case of dam emergencies,
aiming at avoiding human losses and reducing material losses;
Ensuring continuity of the company’s activities;

Preventing the Company critical business processes from being affected;



Preserving the company's image;
Providing information to the several publics;

Minimizing impacts on the potentially-affected population.

The activities for the deployment of the Crisis Management Plan began in 2020 and
are expected to be concluded in 2022; they are being implemented by the Company's
senior management and by the regional offices for decentralized actions.

As it involves several areas within Cemig, the dam crisis management plan will be cove-
red as part of a corporate crisis management plan.

RELATIONSHIP WITH COMMUNITIES AROUND PCH POGCO FUNDO

During the works to expand the capacity of PCH Pogo Fundo, located in the south of
Minas Gerais, Cemig has interacted with the surrounding community (about 2,000 pe-
ople). Since works started in 2019, several communication means are being employed
with the goal of clarifying direct or indirect interferences with the locals’ daily routine.
Cemig also tried to take into account the views and expectations of the people in the
region regarding the project. Some of the ongoing programs are listed below:

* Social Communication Program: it is geared at guiding residents who have homes
within range of the rock blasting area and who drive along neighboring access ways,
by means of an official communication channel. The Program also provides a sug-
gestion box and an email'® for the community, to deal with any matters related to
the expansion of PCH Pogo Fundo;

* Environmental Education Program: it aims at raising social and environmental
awareness by mobilization and social participation of the local population and the
project's employees. Actions planned for 2020 were mostly cancelled due to the
pandemic. The execution of the Surroundings Signage Plan of the project and the
training of employees in solid waste management were provided,

* Local Labor Mobilization Program: aims at generating work and income for the
population in the area of direct influence of the project, during the implementation
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stage. Positions are announced in the municipalities of Pogo Fundo and Campestre
via social networks;

* Socio-Economic Aspect Monitoring Program: aims at monitoring possible changes
caused by the implementation and operation of PCH Pogo Fundo, in order to carry
out necessary route corrections. The topics covered in the monitoring are: health,
education, housing, basic sanitation, public security, the trade and services sector,
and the local economy.

ACCESS TO ENERGY

Cemig also operates with the social tariff'®, a discount on the electricity bill for low-
-income families. In 2020, an average of 881 thousand Cemig consumers received
monthly tariff benefits from the social tariff, totaling RS 291.9 million in the year.

To receive the discount on the electricity tariff, consumers must comply with legal pro-
visions. That is, those residential consumer units that are occupied by families enrolled
in the Single Registry for Social Programs of the Federal Government - Cadastro Unico,
or who receive the Continued Social Care Provision Benefit - BPC, pursuant Articles 20
and 21 of Law No. 8,742 from December 1993.

In such cases, the discount will only apply up to a consumption of 220 kWh. Above that
consumption rate, there will be no discount. The benefit results in a cumulative discou-
nt on the tariff applicable to the residential class according to consumption range: 65%
from 0-30 kWh, 40% from 31-100 kWh, 10% from 101-220 kWh and 0% above 220 kWh.

104 Email provided by the Social Communication Plan relating to PCH Pogo Fundo
works: pogofundoampliacao@cemig.com.br

105 For more information on how to request this benefit, go to: https://www.cemig.com.
br/atendimento/cemig-explica-beneficio-da-tarifa-social-na-conta-de-energia/. In order
for the benefit to be granted, the latest registry update must have happened up within up
to two years.


https://www.cemig.com.br/atendimento/cemig-explica-beneficio-da-tarifa-social-na-conta-de-energia/
https://www.cemig.com.br/atendimento/cemig-explica-beneficio-da-tarifa-social-na-conta-de-energia/

Indigenous and quilombola families have a 100% discou- subsidies, is monthly covered by an investment of funds

nt up to a consumption limit of 50 kwWh/month. In 2020, due to the Coronavirus pandemic, from the Energy Development Account (CDE).
Provisional Measure No. 950/2020 was

The risks related to this program come from delays in enacted, which granted beneficiaries of

the transfer of these funds and the consequent impact the social tariff a 100% discount up to

on the distributor utility's cash flow. The loss of revenue the co“s“mption level of 220 kWh/month.

from the distributor utilities due to the subsidy granted The discount was granted for hills issued

to low-income residential consumers, as well as to other in the period of 01/Apr/2020 to 30/
Jun/2020.

In order to realize that strategy, it works in partnership
8 3 CORPO RA TE CITIZENSHIP A ND SOCIAL with the Government (Health Secretariat, Secretariat for
] Education, Secretariat for Sports, Secretariat for Culture,
Ministry of Sports, and Ministry of Health), with munici-
IN VESTMENTS palities (Municipal Councils for the Rights of the Elderly

and of Children and Adolescents), and with philanthropic
‘ institutions. Cemig also disseminates contribution initiati-
1 e EDUcATON : ves to the sustainable development of its employees and
Mf !ﬂ' N customers by means of projects and actions that will be
detailed throughout this chapter.

The Company has a Sponsorship Policy, which aims at
contributing to boosting sectors such as culture, sports,
education and social, always in line with public policies in
force in the respective communities. That policy reitera-
tes Cemig's commitment to the transparency of its ma-
nagement, making public the assumptions, foundations
and origin of the funds, both in defining sponsorships,
supports, partnerships, and in the use of incentive laws.

[103-2:203] In line with its Vision, Mission and Values, Cemig seeks align its philanthropic and corporate citizenship
strategies with its business objectives, in order to foster the economic and social development of the communities it
operates in.

The corporate citizenship and philanthropy strategy defined by Cemig has the following priorities:

* Social and educational development;
* Boosting of the cultural sector; and

* Increasing the sports sector, strengthening the Company's brand and image in the market and in society.
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Cemig also has an internal Service Instruction (IS58 - Pre- Gerais State Secretariat for Development. This benefit is the communities it operates in.

paration and Management of Corporate Social Respon- calculated using the average power consumption (kWh)

sibility Projects) that determines the responsibilities of and/or demand (kW) determined in the 12 months before Due to the pandemic, volunteer work became even more

all the players involved and defines impact indicators in the date the donation is granted.. important and challenging in 2020. With the imposi-

order to ensure efficiency in the management of social tion of social distancing, Cemig adapted its volunteer

projects. In 2020, 912 entities benefited from the program, totaling projects and actions. Thus, 390 volunteers were able to
RS 920 thousand deductions from power bills of the enti- participate and 3,537 hours of volunteer work by Cemig

[203-1] Cemig promotes and executes different programs ties that enjoy the benefit. Group employees were recorded. There was also the

to foster social and educational development, some of participation of 1,108 guest volunteers.

them linked to indirect economic impacts. In other words, SPONSORSHIP PROGRAM
Cemig invests in infrastructure and service offers that

produce positive impacts on communities and local eco- The Sponsorship Program consists of gathering dona-
nomies. The SESI Energy Efficiency Center is an example tions for institutions from third parties (sponsors) via

of Cemig's investment in infrastructure, which aims to power bills. These donations are then transferred in full
contribute to the education of the community regarding via bank deposits. The institutions receive the donations

the use of electricity. More details about the Center canbe  securely by using Cemig's infrastructure and capillarity,
found in the text on Energy Efficiency, which is part of this without the cost of issuing, paying and receiving invoi-

_ Vocé: Coverage
Report. ces and/or payment slips.

® ri6% Program .
[201-1] Community investments are also an important In 2020, 224 institutions received approximately RS 65 I Energy Challenge thmm‘
means of exercising corporate citizenship. This category ~ million in donations. 45 online Mentoring

includes contributions to community institutions, NGOs

Northwest of Minas -

V Day - Rally

and research institutes, funds to support community CORPORATE VOLUNTEER PROGRAM (Vocé)
infrastructure - such as recreational facilities - and direct
costs of social programs, including artistic and educa- Corporate volunteering is acknowledged in the corporate
tional events. Among those, some Cemig programs that world as an important tool for improving organizational Midwestof Minas
stand out are detailed below. climate and skills development, in addition to contribu- | o
ting to society, and the image and reputation of compa- idestoflines ®
DONATION GRANTING PROGRAM nies. i
Cemig grants philanthropic institutions that promote Vocé aims at encouraging and disseminating solidarity
social assistance and health up to 25% deduction on the and voluntary work of the workforce, in order to foster
power bill. To participate in the Program, entities must human development and contribute to the well-being of

present a Clearance Certificate issued by the Minas
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V Day

In 2020, the highlight of Vocé was Volunteer Day (V Day).

This event, which has been held since 2001, has moved
from the face-to-face to the digital format. Traditionally
held in surrounding communities and counting on the
mobilization of a large number of volunteers and the
execution of various solidarity actions, V Day was held
in the form of an online beneficent rally. It was a healthy
and collaborative competition, having as backdrop the
challenges related to the 17 UN SDGs.

The digital V Day was attended by 177 volunteers from
Grupo Cemig, who contributed 2,683 hours. The 23 par-
ticipating teams involved 1,102 guest volunteers (former
Cemig employees, family members and friends). The
rally helped carry out 90 social actions and raised RS
37,658.27 and 926.5 kilos of food. 105 institutions bene-
fited from which, which help 21,749 people. At the end
of rally, the institutions sponsored by the five winning
teams received a money prize.

Career Mentoring

Held in a virtual format, the initiative included young resi-
dents of Morro das Pedras community, in Belo Horizon-
te, and in seven towns in the region of influence of the
Irapé Hydroelectric Power Plant, in the north of Minas
Gerais. For three months, Cemig’s volunteers acted as
mentors to young people in socially vulnerable situa-
tions and at the beginning of their careers. Some of the
topics covered included life planning, goals and career;
curriculum and social media workshop; preparation for
interviews; networking; scholarships; personal finances.
Twenty-two volunteers worked 200 hours for the mento-
ring of 22 young people.

Energy Challenge

The Energy Efficiency Program, in partnership with Vocé,
holds rallies with the objective of promoting a culture of
energy efficiency and encouraging the use of innovative
tools in cities and towns in Minas Gerais. The acade-
mic competition presents the participants with a real
problem situation, related to the rational use of electric
energy, and Design Thinking, immersion, ideation and
prototyping tools to inspire solutions.

“In the 30 years since our foundation, we've had an old partnership with Cemig. Volunteering is essential
to support our mission to care for and value children and adults with cerebral palsy. Although we can't
now have personal contact, which was our icing on the cake before the pandemic, | recognize that there
was a lot of quality and affection in the deliveries of the rally”.

Testimony by Nathalia Resende, Institutional Development Advisor for the Novo Céu Assistance Project,

December 2020.
CEMIG AT DRI LGRS REPORT 2020

Throughout the activities, Cemig volunteers act as men-
tors. The digital version held in 2020 had the voluntary
participation of 34 employees, who worked 266 volun-
teer hours and benefited 327 university students from
the towns of Itabira, SGo Joao Del Rei, Patos de Minas,
Leopoldina, Montes Claros, Jodo Monlevade, Alfenas,
lturama and Belo Horizonte.

Al6% Program

due (up to 6%) to projects of institutions that work for
children and adolescents in situations of social vulnerabili-
ty. The Company also allocates part of the income tax due
(1%) to projects supported by employees.

In 2020, 126 volunteers served as sponsors of 164 institu-
tions present in 85 municipalities in the Company's area of
influence. RS 1.2 million was allocated by 1,548 employees
and RS 1.5 million by Cemig. The total of RS 2.7 million
benefited 23,651 children and adolescents.

Partnership with Servas

In a partnership with the Voluntary Social Assistance
Service (Servas) 1%, Cemig carried out two campaigns:

* SOS Chuvas (SOS Rainfalls): in the beginning of 2020,
when the rains hit Minas Gerais, this emergency cam-

106 The Voluntary Social Assistance Service (Ser-
vas) is a non-economic civil association that aims
to promote and carry out social actions in Minas
Gerais.



paign was carried out. The donations were loaded in
5 trucks and 31 volunteers participated in the sorting
and preparation of kits for those affected by the rains;

* Letters to Santa: 301 letters were sponsored by em-
ployees with requests from children, adolescents and
the elderly from charities and nursing homes.

SOCIAL INVESTMENTS

[201-1] The Company invests resources in culture,
sports, health, education and citizenship, considering
interests usually common to its 8.6 million clients, from
774 municipalities served in Minas Gerais.

The priority of initiatives to encourage social projects,
whether by allocating social investments or by sponso-
ring projects, is to contribute to social transformation in
multiple municipalities.

Culture

Culture was a sector that was very impacted by the
pandemic, and needed to reinvent its activities. The
Company strengthened the dissemination of projects
in a virtual way by means a cultural agenda dissemina-
ted on social networks and sent to the press and radio
broadcasters. In addition, it supported more than a
thousand contents made available by its sponsors on
the networks, including virtual visits, live shows, music,
cinema and theater.

Cemig sponsors great names of Minas Gerais culture:
Clovis Salgado Foundation, Inhotim Institute, Minas

CMIG
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Gerais Philharmonic Orchestra, Grupo Galpao, Grupo
Corpo, and others. The quality of the content sponsored
by the Company in virtual reality due to social distan-
cing, has resulted in nominations for awards to institu-
tions and artists. In 2020, the Company allocated RS
12.6 million to sponsor 25 cultural projects.

Sports

For the community, sports projects generate social

help and citizenship benefits, especially for children and
adolescents, by stimulating the practice of sports and
creating the possibility for them to become athletes. For
Cemig, sports projects strengthen its image as a com-
pany committed to the development of healthy habits,
well-being and the development of local communities.

Cemig launched two public calls for tenders in 2020, to
select projects aimed at the practice of sports, able to
raise funds via Federal or State Sports Incentive Laws.
189 projects were received (109 from the federal call
for tender and 80 from the specific call for tender), and
approximately RS 4 million were allocated to the best-e-
valuated projects.

Fund for the Elderly

The population over 60 has increased and so has life
expectancy. In this context, through the allocation of
incentive resources, Cemig seeks to allow for projects
of protection and assistance to the elderly in the state
of Minas Gerais. In addition, support for proposals that
enable the structuring of Municipal and State Funds for
the Elderly of the State are priorities for the Company,

improving the actions aimed at this public.

In 2020, two public calls for tenders were launched in or-
der to select the support projects for the elderly that are
most in line with corporate guidelines. 131 projects were
received (85 from the federal call for tender and 46 from
the specific call for tender), and about RS 1.5 million
were allocated to the best-evaluated projects.

Healthcare

Through the Energy Efficiency Program, Cemig provided
services to 64 hospital facilities, with an investment of
RS 9.5 million, involving the replacement of autoclaves,
dryers and surgical lights, as well as the installation of
photovoltaic plants.

The details of the values for social investment and spon-
sorships are given in the table below.




Cemig Social Investments Origin of Funds Invested in Sponsorships

Investment area 2018 (Million RS) 2019 (Million RS)'?| 2020 (Million RS) S
mployees
Culture 17,295 31,777 20,449 ?OW” Aesources 1
%
Education 10,472 4,435 2,413
Sports 4,035 4,982 4,941
Social Actions 26,661 97,826 55,739
Healthcare 1,838 2,049 5
Public Property 0 8,604 0 Tax Waiver Grants
Total 60,303 149,673 88,542 35% 63%
The funds used to carry out actions, investments and sponsorships can come from
different sources, depending on the pathway used for financial contribution to the
projects. The chart below gives the sources of funding and the proportion of amounts
contributed to in 2020. m Employees = Own Resources Grants Tax Waiver
Type of Philanthropic Activities ENERGY EFFICIENCY PROGRAM
Category Percentage of Total Costs
Charitable Donations 6.6 [203-1] Cemig has historically invested in the dissemination of and awareness-raising
. on topics related to the culture of efficiency, aiming to combat waste of electricity and
Community Investments 37,0
to preserve natural resources.
Commercial Initiatives 56,5
Total 100 Cemig D annually holds the Energy Efficiency Program (PEE), in compliance with sectoral
Philanthropic Contributions legislation that determines the allocation of a percentage of the Company’s annual net
oL operating revenue to projects carried out at consumer facilities, aiming at increasin
Type of Contribution Total amount (in local currency) P 9 , , Pro) 9 9
energy efficiency in end use of power.
Cash contributions 80,44
Time: employee volunteering during paid working hours 0,20
In-kinc_i giving: PrOdUCt or services donations, projects/part- 6,86 107 The amount invested in Social Actions stated for the year 2019 was changed. The amount
nerships or similar invested in Public Property for the same year was also added.
Management overheads 4,12

CEMIG ANNUAL AND SUSTAINABILITY. L1413 1Pl [ 151 |



The PEE provides for efforts geared toward society via
educational actions, the replacement of inefficient equi-
pment with more modern ones, and the implementation
of alternative energy systems. In line with the strategic
objectives of Cemig D's business, the actions of the
Program seek to associate energy efficiency with social
responsibility and innovation, with emphasis on efforts
geared to hospitals, philanthropic entities, schools, low-in-
come communities, and government facilities.

The selection process for part of the PEE projects is
carried out via annual public calls for tenders aimed at
customers connected to Cemig's distribution system and
who are up to date with their legal obligations with the
Company. Proposals can come from clients of the indus-
trial, residential (condominiums), commerce and services,
government and public service, and rural typologies, as
well as projects that include ways to make public lighting
more efficient. The main objective of the public call is to
make the decision-making process for choosing projects
and consumers benefited by the PEE more transparent
and democratic, stimulating the participation of society.

In the latest calls, Cemig received proposals that resulted
in the modernization of lighting, including public lighting,
air conditioning equipment, engines, hospital laundry
equipment, installation of solar water heating system, and
installation of photovoltaic systems.

PEE maintains a large number of projects ongoing. At
the end of 2020, there was a portfolio of 42 projects
being carried out, including those arising from annual
public calls for tenders and by others prepared directly by
Cemig.

CMIG
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In 2020, PEE invested RS 52,342,933.85 in projects in

the entire Cemig D concession area, and made RS 36.6
million available to the new public call process for the
composition of the 2021 project portfolio. PEE projects
completed in 2020, which enabled energy savings of
82,386 MWh/year and avoidance of over 7 thousand tons
of CO2 emissions, included:

* Orientation, replacement of lamps and refrigerators
and installation of solar water heating systems in
[ow-income communities;

 Orientation, replacement of lamps, refrigerators and
showers in quilombola communities;

* Replacement of public school lighting;

* Replacement of lighting, dryers, autoclaves, surgical
lights and installation of photovoltaic plants in public
and philanthropic hospitals;

* Holding of lectures using mobile units for public scho-
ol students. This activity was interrupted at the end of
March 2020, due to the pandemic;

* Inauguration of the Cemig SESI Energy Efficiency Cen-
ter at the Belo Horizonte Museum of Arts and Crafts;

* Financing of projects selected via calls for proposals.

Savings in schools: On average, approximately 300 light
bulbs are replaced per school. With this initiative, the
Company estimates savings of around 50% in lighting
consumption in each benefited institution, in addition to
improving the quality of lighting and reducing costs with
maintenance and purchase of lamps.

Reduction of costs for re-socialization: The Associa-
tions of Protection and Assistance to Convicts (Apacs)
of Italina, Sdo Joao del Rei, Pouso Alegre and Nova
Lima were contemplated with the installation of photo-
voltaic plants, which can have up to 90% of the energy
consumed generated by this system; this amounts to
an estimated savings of up to 756%. The initiative was
born from a partnership between the Court of Justice of
Minas Gerais (TJMG), Cemig, the Federation of Indus-
tries of Minas Gerais (Fiemg) and the Brazilian Fraternity
for Assistance to Convicts (FBAC). All 39 units in Minas

Gerais are expected to benefit from the PEE. 35 units lo-
cated within Cemig D's concession area in Minas Gerais
will be benefited.
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Sesi Energy Efficiency Center: Since March 2020, the
Museum of Arts and Crafts (Sesi MAQ), located in down-
town Belo Horizonte, includes the Sesi Energy Efficiency
Center. It is a thematic room dedicated to the interactive
and playful narration of the history of energy up to the
sources that will be used in the future, the so-called cle-
an energies. In addition to this room, temporary exhibits
of artists who use energy matrixes in their works, lectu-
res, workshops and seminars to deal with the themes

of energy efficiency and sustainability are included in
the project. As partners in this initiative, Cemig and Sesi
seek to encourage a change in attitude towards the use
of natural resources, with the aim of educating children,
adolescents and visitors in general. The plan to encou-
rage visits by groups of students from state and muni-

cipal public schools by offering free transportation was
postponed due to the pandemic.
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Detailing of PEE actions by target audience

PEE Figures in 2020

Amount
Action Target Public oz
(Consum-
ers)
Associations for
Enhancement of the Protection
APACs (lighting) and Assistance
of Convicts
Enhancement of
low-income commu- Countryside
nities (lamp bulbs, Low-Income 32
refrigerators, SAS/  Families
showers, visits)
Enhancement of
low-income commu-
nities (lamp bulbs, RMBH Low-In-

; come Families
refrigerators, showers,

visits)

Investment
made along the
year (RS)

1,025,830.47

7,767,474.16

2,981,533.37

Energy Sav-
ings (MWh/
year)

363.17

4,469.74

1,458.83

Reduction of

Peak Demand ng g\c’)?]')d_
(kw)

6.55 32

1,496.48 398

499.59 130



Enhancement of Quilombola and
low-income commu- Native Low-In-
nities (lamp bulbs, come Families 12
refrigerators, showers, and families

visits) harmed by dams

Enhancement of Schools in the

schools (Ilghtlng and public network 475
photovoltaic)
Educational SEEnGEls I e 19

public network

Enhancement of

Hospitals (autoclaves, Public and phil-
lighting, surgery anthropic hospi- 64
lights, driers and pho- tals

tovoltaic)

Standalone Wa-
Sanitation Innovation ter and Sewage 3
Service

TG REPORT 2020

3,437,740.23

8,474,838.42

2,413,165.44

9,466,333.44

981,129.13

980.63

5,821.55

4,531.62

3,599.05

512.28

1,449.64

2,258.15

0.00

87

518

403

320
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Financing of projects
selected by calls for
proposals

Installation of a co-
generation system

Ongoing projects

Ongoing projects

Management plan

TOTAL

The whole of

. 24
society

Bem Brasil Plant 1

Profit consumers 3

Non-profit con-
sumers

52,342,933.85 82,386

8.4 HUMAN RIGHTS

[103-2:412; 103-3:412; 103-2:410; 103-3:410; 412-1; 412-3; 416-1] In a public document called Commitment to Human
Rights™®, Cemig states it respects and supports protection to human rights that are internationally acknowledged in
its area of influence, always trying to make sure it is not an accomplice in violating them. That document also states
the Company'’s aligment to the UN's Universal Declaration of Human Rights, to the fundamental norms of the Inter-
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14,467,497.58

0.00

110,000.00

655,843.81

561,547.80
15,03

7,161.00

54,000.00

0.00

0.00

1,308.00

7,500.00

0.00

0.00

637

108 [412-2] The online refreshment course on the Code of
Conduct, which covered the Commitment to Human Rights,
was taken by 5,421 in-house employees and 4,878 contrac-
tor employees. That Commitment is available at https://
novoportal.cemig.com.br/wp-content/uploads/2020/12/
compromisso-com-os-direitos-humanos.pdf


https://novoportal.cemig.com.br/wp-content/uploads/2020/12/compromisso-com-os-direitos-humanos.pdf
https://novoportal.cemig.com.br/wp-content/uploads/2020/12/compromisso-com-os-direitos-humanos.pdf
https://novoportal.cemig.com.br/wp-content/uploads/2020/12/compromisso-com-os-direitos-humanos.pdf

national Labor Organization (ILO) and the UN's Global
Compact.

Throughout this Report, the way the Company appro-
aches several subjects relating to human rights of its
stakeholders is already covered, particularly:

* right to health and safety ensured to any in-house,
contractor or contractor company employee;

* Freedom of association and recognition of the Collec-
tive Bargaining Agreement;

* Adequacy of remuneration and benefits;

* Elimination of child labor and all forms of forced and
compulsory labor;

» Adoption of accessibility standards and norms on the
Cemig website;

¢ Prevention of moral and sexual harassment and
valuing of diversity.

Cemig seeks to prevent, mitigate and repair violations of
human rights that may occur in its operations, along its
value chain, or in communities where it operates, even if it
has not contributed to causing them.

The Company carries out a due diligence process on
human rights in line with the UN Guiding Principles on
Business and Human Rights. Held for the first time in 2017
and reviewed on an annual basis, the process starts from
the identification of the impacts of the Company on human
rights.
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Cemig uses a specific methodology, which allows it to assess the impact of 100% of its own operations, suppliers and
the entire value chain, new businesses (acquisitions, controlled companies, affiliates, partners, etc.), as well as the im-
pact on local communities.

Firstly, the adverse impacts that the Company may have on fundamental rights were assessed: the right to life, health, to
not be subjected to compulsory labor, human trafficking, child or slave labor, the right to privacy, freedom of association,
non-discrimination, equal pay, freedom of opinion, collective bargaining, and others - an analysis that covered the articles
of the Universal Declaration of Human Rights.

The impact assessment included severity, extent, duration, remediation, and whether the Company is directly related or
contributed indirectly to the risk of violation.

In order to assess the risks and identify actual or potential impacts, several consultation sources and the knowledge of
in-house workforce experts were taken into account.

: Consultation sources linked to groups/ potentially-impacted individuals

Groups / individuals Consultation source

Climate Survey, Organizational Culture Survey and Cemig's

Employees and leaders Complaints Channel.

Suppliers Human rights audits and Cemig’s Complaints Channel.

Survey with customers, engagement actions with the commu-

Customers and community nity and Cemig’s ombudsman office.

Internal and external surveys, Cemig’s Complaints Channel,
investigation of cases of harassment, discrimination or vio-
lence in Cemig’s operations and /or involving employees and
suppliers and forums on the subject of Human Rights, Diversity
and Inclusion.

Vulnerable or minority groups (women, immi-
grants, black people, native people, children,
people with disabilities, LGBT+), inside and
outside Cemig



It is important to note that, in 2020, the Covid-19 pandemic scenario caused significant
changes both in the internal and external environment of Cemig. Upon redoing the due
diligence process, new risks were incorporated into the Matrix.

The table below shows a summary of the interactions with the major risks of non-com-
pliance with human rights and which are the focus of due diligence.

Summary of interactions with the major risks
of non-compliance with human rights

Unlike the previous year, the right to health was included as a priority theme.

Right to life The mitigation and monitoring actions carried out by the Company are detailed in the Su-

Employees Right to non-discrimination and freedom of opinion ppliers, Employees and Communities chapters of this Report and are summarized in the
table below. The actions involved over 800 municipalities within Cemig's influence area.
Right to health

Right to life

Right to not being subject to forced labor
Suppliers Right to decent and fair work conditions

Right to non-discrimination and freedom of opinion
Right to health

Surrounding community Right to life
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Risk mitigating actions by stakeholder

Budget

Stakeholders Cemig’'s commitment Mitigation actions Monitoring actions Area in charge | reserved for
the action

Monitoring and Auditing
System for Practiced Se-
curity Analysis (SIMASP);

Risk analysis; Labor Accident and

Risk Monitoring System

Criteria for Educational Labor Safety Verifications; (SMART):

Safety Inspection;
Cemig must ensure that its employees Program for Prevention of Environmental Risks; Daily Safety Inspections;
carry out their work activities with thg Audits, OHSAS 18001; OHSAS 18001 Audits:
appropriate level of safety, thus avoiding HR — Health

Employees  accidents that can lead to fatalities.. Inspections and audits; Sinal Verde na Rede and Safety Yes

(Green Light Along the

(Cemig's Commitment to Human Rights Monitoring of the work of field teams by security Grid) Award (semi-annual);

— Theme: Health and Safety). technicians, aiming at eliminating any unsafe act;

Siga em Frente no Transi-
to (Move Along in Traffic)
'Award (semi-annual);

Non-participation in activities that involve the risk of
employees who are not in adequate health (physical
emotional and social) conditions.

Empregado Destaque em
Seguranga (Outstanding
Employee in Safety) (an-
nual).
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Employees

TG

Cemig must ensure the health of its
employees. Respect for life is one of
the Company’s values.

(Cemig's Commitment to Human
Rights — Theme: Health and Safety).

REPORT 2020

Since the beginning of the pandemic:

. Work from home office for employees and
contractors;

. Distribution of masks for teams in the
field;

Mandatory online training on care protocols
against Covid-19;

Provision of booklets about Covid-19, work from
home office, “how to adapt to the new normal”;
publication of articles and Viva Mais (Live Lon-
ger) Blog;

Implementation of electronic signature of docu-
ments;

Online physical activity program;

“SOS - Emotional Support” and Support Group -
“Group Therapy”;

Flu Vaccination Campaign (employees and de-
pendents);

Virtual guided meditation room for employees;

Since the beginning

of the pandemic, all
employees and con-
tractors must respond
daily to a questionnaire
about their health
conditions (symptoms,
contact with people
infected with the Coro-
navirus, etc.).

Temperature measure-
ment before starting
work for employees
who are not working
from home office.

HR — Health
and Safety
and

Cemig
Saude

Yes



Suppliers

Suppliers

TG

Cemig must ensure that its suppliers
carry out their work activities with
the appropriate level of safety, thus
avoiding accidents that can lead to
fatalities.

Cemig must ensure that its suppli-
ers carry out their work activities in
compliance with Brazilian labor law,
which forbids forced labor or compul-
sory labor.

REPORT 2020

Risk analysis;

Criteria for Educational Labor Safety Verifica-
tions;

Safety Inspection;

Delivery of an action plan to correct failures and
recurrence, and the effectiveness verified during
quarterly;

Formal Safety Guidance for Contractors and
Contractor Employees.

Clauses for the protection of human rights;

Periodic audits, including visits to supplier facil-
ities;

Verification of working conditions: employees
labor rights, legal working hours, a minimum of
11 hours between working hours, hygiene and
health conditions, accommodations, and other
items;

Industrial Technical Assessment (ATI);

Contractor Technical Assessment (ATE);

Identification of suppliers with high sustainability

risk.

Technical Assessment
Questionnaire;

Monitoring and Audit-
ing System for Prac-
ticed Security Analysis
(SIMASP);

Labor Accident and
Risk Monitoring Sys-
tem (SMART);

Daily Safety Inspec-
tions;

Supplier Performance
Index (IDF);

Sinal Verde na Rede
(Green Light Along the
Grid) Award — Semi-an-
nual;

Siga em Frente no
Transito (Move Along
in Traffic) Award —
Semi-annual;

Supplies

Empregado Destaque
em Seguranga (Out-
standing Employee in
Safety) - Annual.

HR — Health
and Safety

Yes

Yes



Suppliers

Suppliers

TG

Clauses for the protection of human rights;

Periodic audits, including visits to supplier facilities;

ATI;
ATE;

Identification of Suppliers With High Sustainability

Cemig must ensure that its suppliers ~ Risk Procedure;
carry out work activities in compliance _

with the Brazilian labor law, which Indicators:
include, among others, a determination

of working hours, employee dismissal ~ The monitoring and supervision of contract execu-

practices, remuneration, and practices tion is carried out by the management team, and

related to compliance with Occupational there may be total or partial suspension of the con-
Health and Safety. tract, when there is a risk to the safety of contractor

employees;

Monitoring of the work of field teams by security

technicians, aiming at eliminating any unsafe act;

TF — Accident Frequency
Rate;

TG — Severity Rate;
IDF;

Sinal Verde na Rede

(Green Light Along the

Grid) Award — Semi-an-  Supplies Yes
nual;

Siga em Frente no Transi-

to (Move Along in Traffic)

Award — Semi-annual;

Empregado Destaque em
Seguranga (Outstanding
Employee in Safety) -

Non-participation in activities that involve the risk of Annual.

employees who are not in adequate health (physical,

emotional and social) conditions.

In all its relations, Cemig fights against
and condemns any form of discrimi-
nation based on race, gender, sexual
orientation, color, appearance, nationali- Inclusion and non-discrimination actions by the
ty, religion, age, and physical and mental Diversity Appreciation Group, involving suppliers;
condition, marital status or political

tion and appreciation of diversity;

ideology, and values diversity and equal Supplier qualification process (Statement on Basic

opportunity. Registration Requirements).

REPORT 2020

Training on the Code of Conduct on Cemig's SupplierControl and investiga-
Portal, which includes the subject of non-discrimina-tion of complaints about

discrimination, mobbing,

gnd sexual ha_ras_sment. (ItAudit and Com-

is worth mentioning that i Yes
Cemig's Code of Conduct pliance

includes contractors and

subcontractors as recipi-

ents).



Suppliers

Community

TG

Cemig must ensure the health of its
employees. Respect for life is one of the
Company's values.

(Cemig's Commitment to Human Rights
— Theme: Health and Safety).

Respect for life is one of the Company's
values and, in the strategic planning,
efforts to promote the safety of the pop-
ulation are made clear by the “Minimize
Impacts on the Community” initiative.
This initiative presents a specific guide-
line for this topic: "Expand the preven-
tion of accidents with the population”.

REPORT 2020

Since the beginning of the pandemic:

Remoite work for contractors;

Distribution of masks for teams in the field;

Mandatory online training on care protocols against

Covid-19;

Distribution of brochures on Covid-19.

Information and clarifications to society regarding

the safe use of energy;

Awareness-raising of the population in relation to
the necessary care to live with the power grids;

Since the beginning of

the pandemic, all em-

ployees and contractors

must respond daily to a

guestionnaire about their

health conditions (symp-

toms, contact with people

infected with the Corona- HR - Health

virus, etc.); and Safety

Temperature measure-
ment before starting work
for contractors who are
not working from home
office.

Target of removal of peo-

Conducting of lectures and educational activities in Ple from the safety bands HR — Health
schools, distribution of folders and brochures to the of high voltage overhead and Safety

population;

Mapping of critical areas with a higher change of
accidents with the power grid, with priority given to
intervention (replacement of grids, distancing, and

campaigns).

lines.

Yes

Yes

162



According to the recommendations of the UN Guiding Principles on Business and Human Rights, Cemig defines actions
geared to mitigate, prevent and monitor, and defines a formal reparation process, when rights are violated.

For example, when an accident occurs with employees or the population within the Company's operations or area of
influence, the health, safety and social service teams accompany the entire process, supporting the victim and their family.
Expenses related to the accident that are not covered by Unified Healthcare System (SUS) are paid - including accommoda-
tion, transportation, medications, medical appointments, exams, and prostheses. Depending on the severity of the accident,
the victim is granted a lifelong monitoring.

Annually, the Company reports on its human rights actions via the United Nations Global Compact Report, the Sustainabili-
ty Report (RAS), ISE Bovespa and DJSI. It also monitors its human rights performance using these instruments, generating
improvement actions based on inputs obtained and analyses carried out.

ASSET AND INDUSTRIAL SAFETY

[410-1] Cemig uses contracted companies for asset and industrial security services. These companies are specialized
and properly constituted according to the law and authorized by the Federal Police Department. The subjects of hu-
man rights and health care and occupational safety are part of the scope of training of security guards. Thus, we can
say that 100% of the 163 security guards are trained in these matters.
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J ENVIRONMENTAL PERFORMANCE

[103-2:303; 103-2:304; 103-2:307] Cemig acknowledges its responsibility towards the
environment and is committed to adopting and disseminating good environmental
management practices. The Company has an Environmental Policy available to the
public’®, which contributes to taking environmental aspects into account in the Com-
pany's decision-making processes'® and establishes respect for the environment as
a value that must be practiced by all employees and other stakeholders acting on its
behalf, including its suppliers.

The Environmental Policy is supported by the Company’s mission, vision and strategic
planning and is directed by six main guidelines, which aim to reconcile both the develo-
pment of the business, the preservation of biodiversity, and the rational use of natural
resources:

i. Strategy:

ii. Management;

iii. Compliance with legal requirements;

iv. Pollution prevention;

v. Commitment to continuous improvement;

vi. Communication and environmental education, which guide Cemig's management
processes and routine.

Thus, the objective is to reconcile four aspects relevant to both the business and the
environment:

The Environmental Adequacy Program is a multiannual and transversal program
across Cemig. It is the instrument that details the corporate strategy at the tactical
level and where the strategic drives are established.

Based on a priority-assignment matrix, the implementation of the strategy is car-

ried out through programs and initiatives, as well as their respective responsibilities,
actions, goals, objectives, indicators and allocation of resources. Both programs and
initiatives, as well as the prioritization matrix, cover topics such as Biodiversity, Water,
Waste and Climate Change. The goals related to these and other topics are listed in the
Strategy chapter.

The formation of partnerships and the engagement of Cemig's several stakeholders via
performance networks are essential for the preparation and execution of all programs
and initiatives.

109 Cemig's Environmental Policy is available at: https://www.cemig.com.br/en/programa-sustentabilidade/environmental-policy/.

110 Projects, processes and activities related to the expansion, implementation, operation and maintenance of assets, execution of services and formation of partnerships
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The figure below presents the environmental strategy and its tactical and operational G T ENVIRONMENTAL MANAGEMENT

development

1 LIFE BELOW LIFE 16 PEAGE AND

WATER ONLAND JUSTICE

Cemig’s Environmental Strategy

[103-3:304; 103-3:307] Cemig's environmental management is based on its policies and
@0 guidelines, in line with the Company's strategic planning, encompassing in its scope all
the operational and support processes, from the planning, construction, and operation
stages to the deactivation of the projects. The way the Management Systems is put

@ together ensures that the premises are considered and applied by the whole of Cemig's
, ® workforce.
~
y
PILLARS + Reinforce Cemig’s performance in socio-environmental matters The Environmental Management System (SGA), based on ISO 14001:2015 standard,
M R ST i [ allows for the adoption of best practices to minimize environmental risks and optimize
* Boost the sustainable company image operating costs. Cemig's environmental management is carried out in a preventive
manner, aiming at minimizing environmental impacts, reducing occurrences, the ade-
J . . .
e quate preparation of employees to respond to emergencies, as well as having greater
) assertiveness in conducting the environmental strategy and the commitments taken
+ Preparation of the company for future environmental issues . o
nnl"Es +  Conservation of the ictiofauna on with the competent bodies™".
Adequate waste management
Adequate vegetation management
Management of climate changes
\. * Water management
J m Only those areas that have an environmental license can have their Environmental Manage-
(. ment System certified in NBR ISO 14001. So, as many facilities were built before the environmental
) legislation was enacted, they are currently undergoing a corrective licensing process with the
S e FreEET environmental agencies. These facilities had good Environmental Management practices, but
PROGRAMS AND . Tree Planting M . were prevented from obtaining the certification. Thus, Cemig developed SGA Level 1 as a step
INITIATIVES MEIHEMIY WENERMEGHERE - towards certification in 1ISO 14001. In fact, over time, after their first external audit, the facilities that
: wg;‘:rga‘*rmeggng°’p°ra‘e goals for reducing GHG emissions, . . obtained the environmental operating license managed to be recommended for certification in ISO
Assessment of carbon risk in new projects 14001, thus showing the rigor of SGA Level 1 practices.
\_ + Relationship with the community and environmental bodies
S
° Reservoir management
J
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NBR ISO 14001 takes into account environmental aspects influenced by the organi-
zation and others that can be controlled by it. The standard specifies requirements
that provide the Company with a greater alignment of environmental projects with the
organizational strategy and the risk management of processes. This way, it is possible
to have an integrated view of the life cycle of services developed by Cemig, and unders-
tand the environmental impacts of projects from the beginning to the end of their value
chain.

Projects that have environmental licenses are certified under the NBR I1SO 14001:2015
standard, and projects that are still in the corrective licensing process, have an Internal
Management System called SGA Level 1, developed based on the requirements of NBR
ISO 14001:2015 Standard. To ensure control, the areas undergo independent internal
and external audits conducted annually by a certifying body accredited by the General
Coordination for Accreditation of Inmetro (CGCRE)"2,

Coverage of Cemig’s Environmental Management System

Coverage of the Environmental Management System at Cemig

.. Minimum
Activity ISO 14001 SGA Level 1 . -
requirements
Generation'"* 65% 20% 15%
Transmission'"® 72% 28% 0%
Distribution 0% 0% 100%

In 2021, the company will take an important step towards best practices and will start
a project to unify management systems involving the entire company. This unifica-
tion is expected to be completed by September 2021, and will be completed after an
external audit that will validate the new scope. The main objectives of this project are
presented below:

CMIG AR RIS ALY IREINS REPORT 2020

i. Integrate the different areas of the company in a single scope of certification;
ii. Interconnect support processes with business results;
iii. Connect daily processes and routines with strategic objectives;

iv. Engage the entire company in the constant incorporation of regulatory require-
ments in the processes.

ENVIRONMENTAL MANAGEMENT MONITORING

To stipulate the most relevant topics for the systems and the main normative requi-
rements to be met and monitored, Cemig prepared a Quality Manual, which is made
available internally to its employees and guides the compliance with the regulatory
requirements through the Company's practices. Complementarily, online trainings are
held in order to present the content of the Quality Manual in a clear and objective way,
and to train all employees to meet the normative requirements of NBR ISO 9001:2015,
NBR ISO 14001:2015 and ISO 45001:2018, thus increasing everyone's engagement
with the organization's Management Systems and certified processes.

112 inmetro’s General Coordination for Accreditation (CGCRE) is the accreditation body for con-
formity assessment agencies recognized by the Brazilian Government. Cgcre is, therefore, part of
Inmetro’s organizational structure, the major organizational body that has full responsibility and
authority over all aspects related to accreditation, including accreditation decisions.

113 The Minimum Environmental Management Requirements are stated in an internal Instruction
and require, in addition to other obligations, the need to survey significant environmental aspects
and impacts, as well as their mitigation. They only apply where the SGA is not implemented, either
based on 14001 or based on SGA Level 1.

114 1n relation to the MW generated in the large plants.

115 In relation to the extension of GT Power Transmission Lines.



In addition, Cemig has the Conditioner Compliance Index
- ICC, which annually monitors compliance with environ-
mental conditions, seeking to ensure the environmental
compliance of Cemig GT and Cemig D projects. In the
4th quarter of 2020, Cemig GT's ICC achieved 94.67% of
the stipulated goal of 100%. In relation to Cemig D, the
same index reached a 38% performance, against the
100% goal. Due to the COVID-19 pandemic, several en-
cumbrances caused by sanitary restrictions contributed
to prevent the laid down goals from being reached.

Another environmental management tool used by Cemig
involves the determination of the Environmental Licen-
sing Index for the Generation and Transmission Installa-
tion Operation (ILOI), intended to show the percentage
of generation and transmission facilities in operation
with an environmental license in force. In 2020, 85% of
the projects of Cemig GT and its wholly owned subsidia-
ries were duly licensed and 15% were in the process-of
obtaining the respective licenses. The index is calculated
every six months and its target grows annually, conside-
ring the objective of reaching 100% in the'‘coming years.

In addition to monitoring these indices, external audits of
legal compliance are carried out aiming at: (i) assessing
the Company's performance in relation to the principles
laid down in the Environmental Policy; (i) complying with
current environmental legislation; and (i) controlling the
environmental impacts of company activities.

In 2020, 0nly one record of non-compliance was regis-
tered; demonstrating Cemig's concern and commitment
te’meeting the principles established in its Environmen-
tal Policy, as well as meeting the requirements of the

CMIG
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standard. It is important to highlight that this record is
properly treated and the actions are in progress.

At Cemig Geragao, Legal Compliance audits afe held
every two years, and in them one management depart-
ment is assessed. The goal of this is assessment is

to verify compliance with all environmental legislation
within the scope of the SGA. Within 10 years, 100% of
Cemig Geracao's facilities will be assessed. Therefore,
the results presented hefte refer to the facilities located
in Centro Sul region-that are certified in NBR 1SO 14001:
2015.

Likewise;At Cemig Transmisséao, Legal Compliance
audits are held every two years, and all facilities that are
certified under NBR ISO 14001: 2015 are evaluated. In
2020, one non-compliance was identified and the appli-
cable corrective measures were put in place.

ENVIRONMENTAL COMPLIANCE

[103-3:307] In addition to being a legal obligation, the
environmental licensing of Cemig’s activities'® aims at
ensuring that the expansion and operations take place
in compliance with environmental criteria and in line
with the Company's Environmental Policy, supporting
the prevention of impacts and guiding its environmental
management.

For Cemig's business, the risks related to legal complian-
ce and those related to environmental licensing proces-
ses are relevant, since non-conformities (whether with
deadlines, obtaining licenses or implementing conditions)
can cause impacts in the reputation and results of the
Company. These risks are detailed and discussed in Ce-
mig's Reference Form and Form 20-F.""7

The monitoring of compliance with regulatory require-
ments is carried out by PROSIG, a computerized tool
that provides a legislation database, allowing the legal
requirements that must comply with regulatory obliga-
tions to be periodically assessed. Each identified require-
ment is analyzed by the responsible area, which verifies
its applicability, includes evidence of its fulfillment,
proposes the appropriate measures, and puts together
action plans, objectives and goals.

At least once every 24 months, the areas must verify
compliance with all legal and other applicable require-
ments.

116 Cemig D grouped up environmental licensing of projects
deployed before 2007 by region, dividing the system into
seven regional networks: Central, East, West, North, South,
Mantiqueira and Triangulo. With the entry into effect of
Normative Deliberation No. 217/17 from the government of
Minas Gerais, which excluded projects subject to licensing
from the substation code and changed the concept of
transmission lines, Cemig D’s undertakings are no longer
subject to licensing; therefore, as of 2019, they all are now in
compliance with environmental legislation.

117 avaliable at: < http://ri.cemig.com.br/en/governanca-cor-
porativa/reference-form/ >
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In case of non-compliance with any requirement, a Non-Conformity Registry must be
opened, which must be treated and recorded. Cemig GT and its wholly owned subsi-
diaries have 85% of their projects duly licensed and 15% in the process of obtaining
the respective environmental licenses. 85% of projects from Cemig GT and its wholly
owned subsidiaries are duly licensed, and 15% are in the process of obtaining the
respective environmental licenses'®. All processes are monitored for compliance with
deadlines, which guides the submission of license renewal requests, whose deadlines
are prescribed by law.

In addition, Generation projects that have environmental licenses must compulsorily
comply with the conditions to ensure the maintenance of their activities. Inappropriate
compliance with environmental conditions and failure to have them validated by envi-
ronmental agencies can lead to loss of environmental licenses, penalties/fines, stoppa-
ge of units, and loss of revenue, in addition to negatively affecting the Company’s ima-
ge. In order to minimize the risk of non-compliance with these conditions, the Company
manages this risk following the calculation of the Condition Compliance Index (ICC).

[307-1] In 2020, there were no significant notifications for environmental fines and
violations'®. At Cemig GT, a payment notification was received regarding the operation
of PCD Peti without an operating license or TAC, with a fine to be applied, if deemed
grounded, amounting to RS 83,511.00. The defense was filed and is under analysis by
the competent body.

At Cemig D, a payment notification was received from the City Hall of Vigosa, claiming
land movement without the proper license from the competent agency. Cemig filed an
administrative defense, which has already been tried in the lower court, and the fine
was upheld, but with a mitigating effect. The Company appealed and the appeal is still
under analysis. The fine to be applied amounts to RS 50,210.06.

ENVIRONMENTAL GUIDELINES AND CONTROLS - MEASURES TO
REDUCE THE IMPACTS OF TRANSMISSION AND DISTRIBUTION
NETWORKS

[304-2] Cemig has developed an internal procedure with Environmental Guidelines and
Controls that determines the care and methods to be adopted when new lines and
grids are being built. The Company tries to change the layout of existing grids whe-
never possible, to avoid interference in areas of high tree density, or even renovates
electrical circuits in these areas, adopting superior technological standards.

When designing networks or distribution lines, both in high tree density areas and
rural areas, layout engineering favors those layouts that interfere as little as possible
in forest patches. They also put taller structures in place to minimize the removal of
vegetation when deploying distribution lines, whenever possible.

Plans for lines, networks and substations that compromise the tourism, cultural or
speleological heritage, must include measures to eliminate their impacts, such as
alternative layouts, underground or isolated grids, taller structures, among others. If it is
not possible to adopt these measures, other measures should be employed to minimi-
ze impacts as much as possible. Regarding impacts on the fauna, there are specific
precautions for removing bird nests from distribution grids and substations and other
measures to prevent birds and small animals from approaching the equipment.

118 Most of Cemig GT's projects were implemented before the environmental licensing was mandatory and fall into the corrective licensing category, with the exception of wind and photovoltaic plants, which were

implemented after 2007, the year the licensing became effective;

119 Environmental fines and violations are considered significant when the penalty amount is greater than US$ 10,000. Definition suggested by the Dow Jones Sustainability Index.
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FINANCIAL RESOURGES INVESTED

In 2020, Cemig invested a total of RS 36.5 million in environmental guidelines. Environ-
mental investments were broken down into capital investments, expenses, and Resear-
ch and Development. (R&D) projects, as shown in the table below.

History of the total funds invested in guidelines for the
environment by

Resources invested in guidelines

for the environment (RS) 2018 2013 2020
Capital investment R$ 13,351,000.00 R$ 7,446,000.00 R$ 3,142,000.00
Expenses R$ 30,228,938.00 R$ 25,300,077.00 R$ 25,573,023.51
R&D R$ 3,886,744.00 RS 22,468,134.51 R$ 7,870,057.53
Total R$ 47,466,682.00  R$ 55,214,211.51 R$ 36,588,081.04

The significant reduction in the amount put in R&D is due to the large number of pro-
jects started in 2019, since their first year of execution requires more resources due to
the acquisition of necessary equipment and supplies. Among the investment fronts,

it is worth mentioning an investment of RS 718 thousand in projects aimed at waste
management.
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9.2 NATURAL RESOURCE MANAGEMENT

13 CLIMATE 1 LIFE 1 PEACE AND
ACTION ON LAND JUSTICE
.

~
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Cemig contributes to the conservation of natural resources by means of the adequa-
te environmental management of its operations. The environmental management
approach defined and implemented by Cemig moves in tandem with its environmental
commitments, and with sustainable development.

ENERGY CONSUMPTION

[302-1] In carrying out its operations, Cemig consumes energy in the form of fuel and
electricity. The 2020 data for energy consumption in the organization are detailed in the
table below12°,

120 Although conservatively ranked as non-renewable fuels, “Gasoline - Brazil” and “Diesel - Brazil”
contain added renewable fuels (i.e. ethanol and biodiesel, respectively. Electricity consumption is
also conservatively characterized as non-renewable due to the impossibility of ascertaining the
effective participation of renewable sources in the National Interconnected System.



Power consumption in the organization

Power consumption in the organization

Forerunner Consumption

Non-renewable fuel
Diesel - Brazil

Gasoline - Brazil

Liquid Petroleum Gas (LPG)
Natural Gas

Natural Vehicle Gas (NVG)
Jet Fuel

Fuel oil

Renewable fuel

Hydrous ethanol

Total fuel consumption
Power Consumption

Total energy consumption
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(MWh)
28.131,12
490837
578
67,37
250,47
761,35
0
(MWh)
1.438,40
35.562,86
37.621,00

73.183,86

(6J)
101.272,03
17.670,13
20,81
242,53
901,69
2.740,86
0
(6J)
5.178,23
128.026,28
135.435,60

263.461,88

[302-4] For comparison purposes, Cemig's consumption history is presented grouped

up in the major kinds of fuel: electric energy, fuel for the vehicle fleet, emergency gene-
rators, machinery and equipment. As, in 2020, the Plant Thermoelectric Plant (UTE) did
not operate, there was no consumption of fuels for that purpose.

Total energy consumption by Cemig

Total energy consumption - History

Consumption per source

(©6J) 2018
Power 149.235
Fuels for generators 331
Fuels for the fleet 139.131
Fuelsin UTE 276.104
Total Energy 564.801

2019

150.766

505

144916

484.009

780.197

2020

135.436

2772

126.254

0

263.462

19/20 Variation

-10,17%
448%
-0,14%
-100%

-66,23%
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[302-2] Cemig also accounts for the energy consumption in its value chain, divided into
the following GHG Protocol categories: stationary combustion, mobile combustion,
acquisition of electric energy, commuting of employees (home-work), movement and
distribution (upstream and downstream) and the use of goods and services sold. The
2019 data for energy consumption outside the organization are detailed in the table
below.

Power consumption outside the organization

Power consumption outside the organization

Forerunner Consumption

Non-renewable fuel (MWh) (GJ)

Diesel - Brazil 83.614,33 301.011,59
Gasoline - Brazil 6.147,02 22.129,26
Liquid Petroleum Gas (LPG) 186,53 671,52

Natural Gas 9.042.889,40 32.554.401,84
Natural Vehicle Gas (NVG) 288.287,74 1.037.835,85
Jet Fuel 380,18 1.368,65
Renewable fuel (MWh) (GJ)

Hydrous ethanol 4.948,99 17.816,37
Total fuel consumption 9.426.454,19 33.935.235,08

53.439.662,00
62.866.116,19

192.382.783,20
226.318.018,28

Power Consumption

Total energy consumption

Energy consumption inside and outside the organization was calculated based on the
ranking proposed by the GHG Protocol methodology. The conversion factors adopted
are made available by the Brazilian Energy Policy Council (CNPE), the Intergovern-
mental Panel on Climate Change (IPCC), the Brazilian GHG Protocol Program, and the
Brazilian National Energy Balance.
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CONSUMPTION OF MATERIALS

[103-2:306; 103-3:306; 301-1] The reporting of materials consumed by Cemig followed a
measurement methodology laid down in 2019; this takes into account the most use-in-
tensive and operationally-relevant materials. These consumed amounts are detailed in
the following table, where the same methodology was applied for 2018, with the goal of
providing the data with a comparison parameter:

Consumption of Materials

Transformers  Poles —

Cables Cables Measure-
Year for Concrete ment equip- Reclosers
Distribution ~ and Wood ment (unit) (unit)
(unit) (unit) ) ()
2018 28.456 105.528 7.122.642 3.795.949 445,520 1.630
2019 23.853 98.434 7.920.312 3.166.670 561.411 3.261
2020 18.048 97.559 8.795.226 3.859.163 543.563 6.139

[301-2; 306-1; 306-2] The reduction in the total number of transformers consumed was
due to the increase in the reuse and renovation of that equipment. In 2020, a renova-
tion of equipment (distribution transformers) was carried out, so it could be used by the
company again; this prevented the generation of scraps from small transformers. The
equipment corresponds to approximately 1.57% of the waste produced.
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Considering the number of parts sent for destination
in 2020, 15.7% of network transformers that would
be scrapped were renovated, with these inputs being
reused by the company. With this action, Cemig has
managed to reduce not only the consumption of new
materials, but also their destination as waste.

In addition, the growth in the number of reclosers consu-
med is related to the Company's investment in the ins-
tallation of three-phase and single-phase reclosers in its
distribution network. This electronic equipment minimi-
zes the interruptions caused by transient failures, and its
installation aims to reduce the service time in events of
the power system, as well as reducing operating costs
and improving the DEC and FEC quality indicators.

In addition to the protection functionality, three-phase
reclosers make it possible to expand the operational
flexibility of the Medium Voltage distribution network,
reducing the number of customers affected in events
and enabling the improvement of the performance of the
power system.

DESTINATION OF WASTE

[306-5] Cemig's commitment is to dispose of the waste
it produces with the least possible environmental im-
pact, in compliance with the National Solid Waste Policy
- PNRS, established by Law No. 12,305/10.
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The generating units are responsible for the proper
segregation of waste, identification, conditioning, and
movement from the generation point to Igarapé Ad-
vanced Distribution Center (CDA-IG). In some cases,
some companies are outsourced to carry out part of the
process''. The CDA-IG is responsible for the temporary
storage of corporate waste produced at Cemig D and
Cemig GT. The management of these processes and
final destination is the responsibility of the Material and
Service Supply Superintendent Department.

The waste management processes are certified by

the Environmental Management System - SGA Level 1
and by the ISO: 9001: 2015 standard. The destination
process is monitored and, in 2017, Cemig implemented
waste control via SAP-R3 to ensure greater traceability
and availability of waste generation and destination
data.

In the period from January to December 2020, 40,272
tons of waste were sent to final disposal: 96.91% of

this waste was sold; 0.80% was regenerated, reused, or
recycled; 1.57% was overhauled, 0.67% was co-proces-
sed; and 0.06% was disposed of in a class Il landfill'?2, In
2020, no waste was sent for incineration.

It should be noted that the waste disposed of in 2020
was not necessarily produced in 2020. This is due to
temporary storage, where waste is characterized, segre-
gated, packaged, labeled, and later, disposed of. In 2020,
a 14.47% growth was verified when compared to 2019,
when 35.18 thousand tons were disposed of

In the year 2020, approximately 308,880 Kg (351,000 L)
of insulating mineral oil were regenerated, representing
savings of over 2.2 million reais (avoided expense with
the purchase of new oil). This process recovers all the
physical and chemical characteristics of the oil, with the
input later returning to Cemig's operations.

The disposed waste consists mainly of cables and wires,
scrap from transformers, metal scraps, scrap from me-
ters, poles, crossheads, shavings, and wood waste. The-
re are also used insulating mineral oil, which, when sold,
undergoes a re-refining process, and battery scraps,
which, when disposed of, are subject to recycling.

The revenue obtained from the sale of over 39 thousand
tons of waste reached RS 17.77 million in 2020 , amou-
nting to an increase of about 20% against the revenue
obtained in 2019. IN 2020, destination of the other was-
te added up to RS 134.4 thousand; they totaled 527,6

121 Since 201 4, for example, Empresa de Transportes
Apoteose took over Cemig’s logistics operation at CDA-IG and
at Jatoba Advanced Distribution Center. These suppliers of
waste transportation or final destination services must have
environmental licenses, permits for handling the waste and
Certificates of Regularity of Potentially Polluting Activities
with the Federal Technical Registry/IBAMA, and those must
be audited from time to time.

122 Landfills that are the destination for waste rated as
non-hazardous, according to ABNT NBR 10,004/04.
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tons of waste', amounting to an increase of about 20%
against the revenue obtained in 2019. IN 2020, destina-
tion of the other waste added up to RS 134.4 thousand;
they totaled 527,6 tons of waste'?* which amounted to

a 18.26% decrease in the money spent on its disposal,

when compared to 2019. Despite this decrease in expen-

ses, there was an increase of 128% in mass, compared
to the previous year.

Of the total oily waste disposed of, 856.7 tons of insula-
ting mineral oil were regenerated and re-refined by the
Company. This measure provides environmental bene-
fits, such as the non-generation of hazardous waste, in
addition to avoiding a cost to Cemig for the acquisition
of new oil, not counting the costs for final disposal

of the waste. With this practice, Cemig generated RS
1,429,615.00 in revenues.

All waste disposal processes have supporting evidence
in certificates for the final disposal of waste.

123 Considering the materials sold that have been refined
and recycled. This breakdown will be included in the charts
along the text.

124 Oil-impregnated waste; lamp bulbs; various oily residues;
solvents, paints, cans, measuring seals, and other class |
waste; non-recyclable waste (tailings); PPEs, energized line
material and other class Il waste; septic tank sludge; soot
residue from the boiler; glass wool residue; and construction
debris. Regenerated insulating mineral oil waste and recy-
clable waste destined for the cooperative did not generate
revenues or expenses for Cemig; therefore, they were not
accounted for in the weight value in this specific analysis.
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Final disposal of waste in tons and by disposal method

B3.395

34.797

Sale

Final Waste Destionation (t)

—39.027

793 q4p 953

Recycling, regeneration,

renovation, reuse
and decontatimnation

2018

135 211 269

Incineration or
coporocessing

2019 mz2020

22 32 24

Landfill
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Waste produced by Cemig is ranked into two categories:
non-hazardous waste and hazardous waste. Cemig
follows the provisions of the Stockholm Convention of
2004, where deadlines are set for the removal of electri-
cal equipment contaminated by PCBs (Polychlorinated
Biphenyls). Said Convention requires equipment with re-
sidual PCB concentrations above 50 ppm to be removed
from operation by 2025 and to be disposed of by 2028.

Cemig analyzed all its high voltage transformers and, to-
day, has only transformer serial number 56.123 installed
at SE Arcos contaminated by PCB at a concentration of
186 ppm. The other equipment contaminated by PCB
has already been disposed of. Additionally, there are
2,780 kg referring to contaminated small pieces of equi-
pment to be destined together with the aforementioned
transformers. It should be noted that all these residues
are under control and properly monitored/stored.125126

125 pcB (Polychlorinated Binefil), known in Brazil as Ascarel,
is a substance that was widely used as a fluid in transfor-
mers. As it is highly toxic and polluting, today there is a
process for reducing its use.

126 Electric Sector GRI 301 (EV).
127 waste given the following final disposal were considered

as treated: co-processing, decontamination and recycling,
incineration, and CTO regeneration.
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Waste by category

Final Waste Destionation (t)

36344 34065  39.165

1.078 1.059 1.116

Non-hazardous waste Hazardous waste

2018 m2019 w2020

[306-4] Considering that 1,116 tons of hazardous waste were treated and shipped'?, the remaining amount was sold.
Cemig does not export or import hazardous waste.

WATER CATCHMENT AND EFFLUENTS PRODUCED

[103-3:303; 303-1; 303-2; 303-3; 303-4; 303-5] In 2020, total water consumption at Cemig was 172,708.5 m3. This
amounted to a 32.03% decrease in relation to the total consumption in 2019, which was 254,094.78 m3.
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Cemig GT's water catchment was 52,852.50 m3, while Cemig D's catchment was
119,855.55 m2. In projects where it is not possible to perform direct measurement, an
estimated calculation of the volume consumed is made. The breakdown of total water
catchment by catchment source in 2020 is shown below.

Total water consumption by source

Total water consumption by Source - m?

3.327

Public or Private Network

B Underground Fountain

122.134

Superficial Capitation

It is noteworthy that, due to the characteristics of Cemig's projects, in 2019, two ratings
for its water consumption were used: administrative consumption and industrial
consumption. It is important to stress that, due to closure of UTE Igarapé's operations,
all of Cemig's water consumption in 2020 was rated as administrative. Administrative
consumption takes place at the company's various facilities and can come from public
utility supply, surface catchment, and artesian wells (underground collection). The his-
tory of Cemig's administrative water consumption is shown in the following chart:
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History of administrative water consumption

Administrative Water Consumption - m?

300.000

250.000 241077 234 668

200.000 172.708

150.000
100.000
50.000

0
2018 2019 2020

In 2020, Cemig set a new target for a 6% reduction in administrative water consump-
tion, with 2019 as the base year for the target and 2025 as the target year. Following
the results achieved in previous years, in 2020, there was a 32.03% reduction in admi-
nistrative water consumption compared to 2019, confirming the achievement of the
target set for 2020, which was 228,633.47 m3.

Cemig's operational managements in 2020 collected water from artesian wells respec-
ting the limits of the grant for each well. Water in these facilities is intended for human
consumption, cleaning and eventually for irrigation of gardens. The total consumption

of the facilities was 10,885.4 m?3.
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All artesian wells have water meters to measure consumption and monitor the limits of

of water in the

btained using a con-

r consumed is discarded

nts was estimated for 2020.

ed is treated. Most of this effluent is
ded by local concessionaires, and a small
mig's own projects. No effluent produced by
water bodies.

r used in power generation and cooling down of equi-

s, in most of the facilities, the water used is taken at the

nd discharged into the tailrace system through a branch, but
red. These uses are non-consumptive and the water is discharged
y into the stream. Eventual degradation in water quality can occur in
ounts when compared to the river streamflow.
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Monitoring also consists in carrying out audits 3 times a year: an external audit carried
ing body, and two internal audits carried out by experienced
trained for that purpose.

arding the quality of water and effluent disposal, Cemig does not establish
standards, just as Brazilian law does not establish standards for this type of
osal. However, the generation facilities that discharge effluents into water streams
o annual or semiannual monitoring of the effluents released. The results from the
sampling campaigns are compared with the maximum permitted values (VMP) by the
following laws in force:

* Conama Resolution No. 430 that, in the use of the powers conferred on it, provides
for the conditions and standards for the discharge of effluents;

* COPAM/CERH-MG Joint Normative Resolution No. 01/08, which, in the use of the
powers conferred on it, provides for the classification of bodies of water and environ-
mental guidelines for their ranking, as well as establishing the discharge conditions
and for effluent, together with other measures.

- 306-5] It is important to stress that the major risk of negative impacts from the
discharge of effluents from Cemig is the presence of oil in the water from the UHEs.
Any type of incident related to contamination or leakage is recorded and consolidated
in an Environmental Occurrence Report (ROA).

In the case of Cemig GT, in 2020, there were 10 instances of waste leakage, none of
which was considered a significant leak'. In Cemig D, there were three recorded inci-
dents in 2020, with a total volume of about 13,500 liters. In all incidents, all contamina-
ted solid waste was removed and disposed of correctly. Below are details of the most
significant episode, where about 12,000 liters of oil leaked.

128 A leak equal to or greater than 1,000 liters is considered significant.
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[103-2: 303] Since 2016, it has a Water Resources Policy', whose principles are detai-

led below.
Leak/spillage episodes during Cemig D operations in 2020
COMMITMENTS
Oil Leakage Record Adoption of practices for the rational, integrated, and sustainable use of water
resources.
Deployment Divindpolis Substation
Prevention and defense against critical hydrological events, both of natural
Leak location Gravel and soil origin and resulting from the inappropriate use of natural resources.
Leak volume (liters) 12.000 GOALS
Material leaked Insulating mineral oil Conservation of water and preservation of water sources by establishing part-
nerships with public agencies and with society, aiming at the best use of this
natural resource.
RESPONSIBILITIES
9. 3 WA TER IN THE GENERATION PROCESS Participation in Public Management and compliance with the Water Resources
legislation;

1 LIFE BELOW

M Safe Reservoir Management;

Weather Monitoring;

) , , , . Qualitative and Quantitative Monitoring of Water;
Water is the strategic resource Cemig's business depends on, since nearly 100% of the
electricity generated comes from hydroelectric power plants. Cemig recognizes its role Relationship with Stakeholders;
in conserving this resource and the potential impacts of its activities on water availa-
bility. It was acknowledged for the second consecutive year as a global leader in water
management, earning a place in the choice “A-List" group of CDP Water Security.

Research and Development;

129 Avaliable at: < https://www.cemig.com.br/en/programa-sustentabilidade/water-resources/ >.

CMIG AR RIS ALY IREINS REPORT 2020 177


https://www.cemig.com.br/en/programa-sustentabilidade/water-resources/

WATER RESOURCE MANAGEMENT

103-2:303; 103-3:303] The use of water to generate elec-
tricity is subject to the regulatory environment, the pro-

cedural order of the hydrothermal matrix of the National
Interconnected System (SIN) being the responsibility of
the National Power System Operator (ONS)3°,

Cemig has a Water Resource Policy that guides the
management of that resource. Besides that, practices
have been adopted for the rational use, prevention and
defense against critical hydrological events, both of
natural origin and resulting from the inappropriate use of
natural resources, and considering the needs of current
and future generations and water availability.’® The
Company considers the multiple uses of water by other
users of the watershed when deciding on the operation
and management of its reservoirs, which implies in mul-
tiple environmental and safety restrictions.

In periods of severe drought, as the one that happened
from 2013 to 2018, the monitoring and forecasting of
reservoir levels, as well as constant engagement with
public authorities, civil society and users, is paramount
in ensuring energy generation together with maintaining
the other uses of water. In these situations, the availabi-
lity of water for the several uses can be compromised.
This would lead to an increase in the competition betwe-
en the energy sector and other users, such as human
supply, animal thirst-quenching, agriculture, and mainte-
nance of natural habitats, resulting in less availability for
hydroelectric power generation.

Even with the end of the water crisis scenario, Rio das

CMIG

AR RIS ALY IREINS REPORT 2020

Velhas, a source that guarantees public supply to appro-
ximately 2.4 million people - about 51% of the metropo-
litan region of Belo Horizonte - suffered from reduced
flows, causing operational difficulties and jeopardizing
the guarantee of supply.

The Alto Rio das Velhas Flow Management Group, crea-
ted and led by CBH Velhas and formed by Cemig, COPA-
SA, and Anglo Gold Ashanti, with support from the Minas
Gerais Water Management Institute (IGAM), was called
upon in 2020 to guarantee the flows on Rio das Velhas,
s0 as not to harm public supply and water quality along
the stretch.

Cemig, as well as the mining companies Vale and Anglo
Gold Ashanti, have water dams in the Upper Rio das Velhas
region, which makes these companies highly relevant
players in thinking solutions aiming at RMBH water secu-
rity.

At the same time, excess water can also pose a risk, as
several stakeholders may feel harmed if the precipitation
index rises and Cemig has to open its floodgates so as
not to physically compromise dams, thus flooding a
productive area downstream.

To mitigate the risks resulting from scenarios of excess
or scarcity of water, Cemig has the following manage-
ment practices:

* Damping of discharge variations of a stream resulting
from natural storage in a section of its course;

* The effect produced by the reservoirs in order to retain
excess water from periods of large discharges, to be
used during drought periods;

* Proving a constant (or not very variable) discharge,
whatever the size of the reservoir or the purpose of
the accumulated water after having receiving dischar-
ges that varied much along time; that is, its function is
the regularization of the stream discharge.

Due to using water, Cemig participates actively and stra-
tegically of the drafting of laws and norms for the Water
Resource Policy and Management System. The Com-
pany is also present in the technical discussions of the
main collegiate bodies for drafting rules and establishing
guidelines, such as the National Water Resources Cou-
ncil (CNRH) (via ABRAGE), the State Water Resources
Council (CERH), the Federal and State Watershed Com-
mittees, Technical Councils and working groups, with an
emphasis on those dealing with the preparation of water
resource master plans, the reqgulation of the Grant and
the Charge for the Use of Water Resources.

130 onsisa private company established as a non-profit
civil law association responsible for coordinating and con-
trolling the operation of power generation and transmission
facilities from SIN, under the supervision and regulation of
Aneel.

131 Electric Sector GRI: 303(EV)
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Cemig represents the users of water resources for hydroelectric power generation

in the State Minas Gerais State Water Resources Council (CERH/MG), 4 watershed
committees under the Federal Government regulation, and 20 watershed committees
in rivers under state regulation.

Currently, the following risks related to the management of water resources are
mapped: siltation and breach of reservoirs, deviations in the weather forecast, loss of
physical assurance of SHPs as a consequence of the decrease in water availability,
regulatory and price structure changes, and potential conflicts with stakeholders, which
may result from both prolonged droughts and the occurrence of flood events due to
excessive rainfall's2,

132 More details on the water risks faced by the company are available in other Cemig publica-
tions, namely: Form 20-F, CDP Climate Change Report (2019) and CDP Water Security Report (2019)

HYDROMETEOROLOGICAL MONITORING

Cemig takes a series of actions that enable the management of risks related to water
availability. It has invested in preventive measures with a focus in allowing for safety,
especially in potentially unfavorable scenarios, using effective techniques and equi-
pment, such as the Storm Location System, a Telemetry, and Hydrometeorological
Monitoring System, mathematical models of hydrological simulation and weather and
climate forecasting.

Cemig operates a hydrometeorological network that monitors 372 variables, 178 focu-
sed on rainfall monitoring, 104 for watercourse levels and discharges, 53 for monitoring
reservoir and river levels, and also 37 focused on climatological stations that monitor
temperature, air humidity, wind speed and direction, solar radiation and atmospheric
pressure. These stations are distributed throughout strategic locations in the states of
Minas Gerais, Goias, Rio de Janeiro, Espirito Santo and Santa Catarina, and their data
are received in real time at the Company's headquarters in Belo Horizonte
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To improve its forecast activities, Cemig has a Weather Rater that provides greater sa-
fety for the operation of hydropower projects and society. The radar is also strategic for
the control and operation of hydroelectric power plant reservoirs. Having early informa-
tion on the direction of displacement and the intensity of rains, it is possible to estimate
the amount of water that will reach a reservoir and adjust its hydraulic operation to
minimize the effects of floods for the population and the project. Besides, during the
rainy season, Cemig can act preemptively and issues alerts to the State Civil Defense
about storms that could have serious consequences for the population.

Using results from the climate models mentioned above and hydrological models of
rain-discharge transformation, Cemig drafts tributary discharge scenarios for the major
basins in the National Interconnected System. Based on these scenarios, inputs are
entered in the official hydrothermal optimization models being used by the Brazilian
Electricity Sector (Newave and Decomp™®2), which, in addition to the operating policy

of the Brazilian generating complex, determines the price of energy in the short-term
market.

Additionally, based on the Corporate Risk Management System, Cemig analyzes the
scenarios and determines the degree of financial exposure to risks, considering the
probability of their occurrence and impact, and establishes control measures for the
following risks: silting of the reservoirs, deviations from the weather forecast, loss of
physical security of SHPs and reduction of water availability, with impacts on sales.

133 NEWAVE - Long and Medium Term Interconnected Hydrothermal Systems Operation Planning
Model; DECOMP - Short-term Interconnected Hydrothermal Systems Operation Planning Model.
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WATER QUALITY

Having an energy matrix predominantly based on water
sources, Cemig has a relevant role in the management
of this resource, which is essential for the maintenance
of biodiversity and natural cycles.

In line with the guidelines of the Company’s Biodiversi-
ty Policy, whose premise is to establish more efficient
strategies for biodiversity conservation and comply with
state and federal resolutions, Cemig carries out a Water
Quality Monitoring. This monitoring acts as an essential
tool in the identification and gathering of information for
the assessment and control of environmental impacts
in aquatic ecosystems in all stages of its undertakings -
from the design of the project to its operation.

The water quality monitoring studies are developed in
partnership with research institutions and specialized
companies, allowing for the identification of opportu-
nities and improvements, which can contribute to the
implementation of methodologies and innovations. The
minimization of environmental impacts on biological
systems obtained through these studies encourages the
generation of energy with more environmental safety.

The water quality of Cemig's reservoirs is regularly mo-
nitored along a network that includes 46 reservoirs and
176 physical, chemical, and biological data catchment
stations on the major watersheds of Minas Gerais. The
monitoring is made upstream and downstream from the
dams, so that the Company can identify if the watercour-
ses are being impacted in any way. This monitoring acts
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as an assessment of the quality of the projects’ effluent
management, aiming at adjusting the parameters of the
effluents to those set by the legislation.

The analyses carried out are presented in the table
below:

Analyses carried out

Analysis

Analysis of groundwater

Analysis of effluents - great traps

Analysis of effluents - water and oil separator

Water freshness analysis

Fumigation and Pest Control

Air quality of internal environments

Soil analysis in contaminated areas

Noise

WATER QUALITY INDEX - 1QA

Water quality indexes are applied in order to assess the
degradation levels of water resources. These indexes
aim at simplifying, quantifying, analyzing, synthesizing,
and communicating data obtained during the monito-
ring, to translate them and facilitate communication with
the lay public. Thus, Cemig uses and makes available
the Water Quality Index (IQA) (CETESB, 2019'3#) with the
additional objective of feeding information for the envi-
ronmental management of the 46 monitored plants.

The table below shows the 2020 average IQA results for
some Cemig plants located in several watersheds.

134 Based on a study carried out in 1970 by the “National
Sanitation Foundation” in the US, CETESB adapted and
developed the IQA - Water Quality Index that includes 9
variables considered relevant for the assessment of water
quality. The creation of the IQA was based on an opinion
survey among specialists in water quality, who pointed out
the variables to be assessed, their relative weight, and the
condition with which each parameter is presented, according
to arating scale. The variables and quality indicators used in
the IQA are: pH, BOD, thermotolerant coliforms, total nitrogen,
total phosphorus, temperature, turbidity, total residue, and
dissolved oxygen.




Average 1QA for 2020

Plant Water Body IQA (L):\zilty Range
Cajuru Para 75.87 90<1QA <100
Emborcagao  Paranaiba 79 70<1QA <90
Nova Ponte  Araguari 7 Medium 50<I1QA< 70
Irapé Jequitinhonha 86.44 0<IQA<25

9.4 BIODIVERSITY
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[103-2:304] Cemig pays special attention to the biodiversity conservation of the envi-
ronments it has a presence in, since water and biodiversity are closely related. There
is a legal commitment to recover, protect, and preserve woods, rivers, and fauna of the
areas surrounding the projects.

Cemig's Biodiversity Policy'® is a formal definition of its commitment to preserving
fauna and flora. Cemig's operating area interfaces with two land hotspots™, the Cerra-
do and the Atlantic Forest, and Cemig is the Company responsible for managing over
3,500 km? of freshwater reservoirs.
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Specialized studies are developed for each project. These studies characterize, assess,
and establish environmental programs aimed at controlling, mitigating, and compen-
sating for negative impacts and enhancing positive impacts, according to their kind, in
compliance with the general legal framework on environmental impacts. This involves
synergy between research, innovation, and the practice of solutions that, in line with the
project coverage, add value to society and the biomes where it operates.

As the Company's major generation source is hydropower plants that require a change
in spatial layout for their construction, there is a legal commitment to recover, protect
and preserve the forests, rivers, and fauna surrounding the projects, especially the
ichthyofauna.

[304-4] In Cemig group projects, species are monitored as part of environmental pro-
grams to comply with licensing conditions, as well as by research projects and specific
programs.

Thanks to the execution of these programs and projects, it was possible to obtain a
list of endangered species categorized in some of the degrees of threat established
internationally by IUCN in its “Red List of the International Union for the Conservation
of Nature and Natural Resources”, the National list of ICMBio and MMA (2018), in the
‘Red Book of Threatened Brazilian Fauna”, and in the List of the State of Minas Gerais
in Copam Normative Resolution No. 147/10.

In view of the foregoing, 32 species of fauna and four species of flora were found that
appear in at least one of the lists of endangered species mentioned above. The names
and threat levels for each species are given in the tables below.

135 Cemig's Biodiversity Policy is publically available at: <https://www.cemig.com.br/en/progra-
ma-sustentabilidade/environmental-policy/>.

136 Highly threatened areas of special biological relevance for the entire planet.
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List (1) of endangered fauna species

Taxa

Mesoclemmys van-
derhaegei

Pecari tajacu

Lonchophylla de-
keyseri

Glyphonycteris
sylvestris

Chrysocyon
brachyurus

Lycalopex vetulus

Leopardus tigrinus

Leopardus pardalis

Puma concolor

Puma yagouaroundi

Tapirus terrestres

Myrmecophaga
tridactyla

Rhea americana

Micropygia schom-
burgkii

List of Endangered Fauna'’

Common
Name COPAM MMA2018  ION 2018
2010

T o
Collared peccary VU
tI?;;I:eyser’s nectar EN EN EN
Bat \]
Maned wolf VU VU NT
Hoary fox VU
Oncilla VU EN VU
Ocelot VU
Cougar VU VU
Jaguarundi VU
Zopt::h American EN VU VU
Giant anteater VU VU VU
Greater rhea NT
Ocellated crake EN NT
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Penelope ochrogaster

Crax fasciolata

Platalea ajaja

Aratinga auricapillus

Ara ararauna

Primolius maracana

Alipiopsitta xanthops

Spinus magellanicus

Syndactyla dimidiata

Culicivora caudacuta

Cistothorus platensis

Neothraupis fasciata

Charitospiza eu-
cosma

Cyanoloxia brissonii

Chestnut-bellied
guan

Bare-faced curas-
sow

Roseate spoonbill

Golden-capped
Parakeet

Blue-and-yellow
macaw

Blue-winged macaw

Yellow-faced parrot

Hooded siskin

Planalto foli-
age-gleaner

Sharp-tailed grass
tyrant

Grass wren

Shrike-like tanager

Coal-crested finch

Ultramarine gros-
beak

CR

EN

VU

VU

VU

EP

VU

NT

VU

CR

NT

NT

NT

VU

VU

NT

NT

NT

VU

NT

NT

137 List of Avifauna, Herpetofauna and Mastofauna collected at Transmission Lines of Cemig

Group Projects (LT) 345 Kv Furnas-Pimenta Il (MG) and UHE Queimado. NT= Nearly Threatened,

EN= Endangered, VU=Vulnerable, CR= Critical Risk, ID= Insufficient Data.
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List (2) of endangered Fauna species

Taxa

Brycon orbignyanus

Piaractus mesopotamicus

Salminus franciscanus

Crenicichla empheres

List of Endangered Fauna'®

Common Name COPAM
2010
Piracanjuba CR

Caranha, pacu

Dourado

Jacunda

List of endangered Flora species

Taxa

Xylopia brasiliensis

Bowdichia virgilioides

Lepidaploa chamissonis

Maytenus rupestris

Common Name

Pindaubuna, pindaiba, cortiga,
bindaiba

Sucupira, sucupira-do-cerrado,
sucupira-branca
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MMA 2018 [ON 2018

EN
NT
NT
VU
List of Endangered
Flora'®
ION 2018
NT
NT
NT
VU

As the largest electricity distributor utility in Brazil in terms of extension of lines and grids,
Cemig understands how critical the interference of electric networks in the environment
is, and prioritizes actions to minimize the risks of power shutdowns and interruptions,
and thus carries out sustainable management of vegetation and the management of
terrestrial habitats™®.

INTEGRITY OF AQUATIC ECOSYSTEMS

[304-2] The construction and operation of a hydroelectric plant causes impacts on
aquatic flora and fauna, related to the formation of the reservoir (damming of the river),
such as preventing the free movement of migratory fish between their spawning sites,
initial development and feeding, among other effects on other elements of aquatic
fauna and flora. With the river dammed, fish may gather at the foot of the dams and go
into the suction tube of the generating units, and the operation maneuvers of the plants
expose them to the risk of injury and death.

138 List of ichthyofauna species collected in Cemig Group’s Hydropower Projects (UHE's Camar-
gos, Emborcacao, Queimado, Trés Marias e nas PCH'’s Salto do Passo Velho e Salto do Voltdo. NT=
Nearly Threatened, EN= Endangered, VU=Vulnerable, CR= Critical Risk, ID= Insufficient Data

139 List of Flora Species collected in Cemig Group’s Hydropower Projects (UHE Peti and PCHs
Cajuru and Rio de Pedras). NT = Nearly Threatened, VU= Vulnerable.

140 This way, the Company is contributing to the fulfillment of the UN’s Sustainable Development
Goals (SDG) 15: “Protect, restore and promote sustainable use of terrestrial ecosystems, sus-
tainably manage forests, combat desertification, and halt and reverse land degradation and halt
biodiversity loss.”



The building of a reservoir changes the hydrological dynamics of the river, transforming
an environment of moving waters into an environment of calm waters, favoring the
survival of some species, while making it difficult for others to exist. The fauna that es-
tablishes itself is, primarily, dependent on the pre-existing species in the flooded area.
The adaptations and peculiarities of each species will determine their level of success
in adapting to the modified habitats.

The areas affected by these events are generally immediately downstream of the gene-
rating units or downstream of the spillway. In general, the impact is short-lived, but, as
it causes widespread mortality, it may become irreversible.

ICHTHYOFAUNA CARE

Peixe Vivo Program™' was established in 2007 with the mission of minimizing the im-
pact on ichthyofauna, seeking solutions and management technologies that integrate
Cemig's power generation with the conservation of native fish species and stimulating
community engagement.

The positive impacts of the program are reflected in the significant decrease in fish
deaths and, consequently, in environmental fines, in the improvement of management
and conservation programs with solid scientific bases and the participation in the com-
pany's sustainability indexes.

During 2020, five research projects were carried out using resources from the Com-
pany and the Aneel R&D Program, and 23 works related to the projects or actions of
Peixe Vivo Program were published, presenting results of ongoing projects and projects
that have already been concluded.

141 Further information on the Peixe Vivo Program is publicly available at https://www.cemig.com.
br/en/programa-sustentabilidade/peixe-vivo-program.
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In 2020, the research projects coordinated by the Peixe Vivo team involved a total of 64
people from teaching and research institutions. The training of people is an important
pillar of Peixe Vivo Program, as these students will develop scientific projects in the
area in the future, working with environmental agencies, NGOs, and companies. As they
are carried out by trained professionals with a good level of education, the actions to
preserve fish species will certainly be more effective over time.

Peixe Vivo Program Indicators

Peixe Vivo Indicators 2018 2019 2020
Investment in ichthyofauna
research and management  2.544.896 7.780.932 4.193.181
Programs for the Conser- projects (RS)
vation of Fishes and the
Management of Basins
Affected biomass (kg) 514,88 11,1 170
Undergraduate research 0 19 5
internship (students)
Master's (students) 0 8 13
Research Doctorate (students) 2 6 6
Researchers (post-doc-
torate,
20 28 40

technical support and
researchers)

[1] It measures the quantity of dead fish (in kg) due to the maintenance and operation of plants.
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With the goal of reducing the impact during the opera-
tion and maintenance of the plants, the “Fish Death Risk
Assessment Program in Cemig Group's Hydroelectric
Plants” is being carried out. This program allows for the
assessment of the potential risks to ichthyofauna during
the operation of hydroelectric plants through periodic
monitoring and monitoring before actions, thus deter-
mining the density of fish and environmental conditions
downstream of hydroelectric plants.

In order to measure and follow-up the impact caused
on the fish fauna, the Affected Biomass (BA) indicator
was created. The annual thresholds are established as
a result of the historical analysis, seeking a continuous
reduction. For 2020, the threshold for the Affected Bio-
mass indicator was 766 kg, and the occurrences in the
year totaled 170.0 kg, well below the established limit.
Until 2020, the development and use of the ichthyofau-
na risk assessment methodology ensured an average
annual reduction of 77.7% in the affected biomass, con-
sidering the current scenario of Cemig's plant structure.
Besides, it allowed for a 97.7% reduction in the number
of environmental fines imposed due to the occurrence of
fish deaths.™2

In relation to the species most impacted during the
operation of the Cemig Group's plants between the years
2016 to 2020, the major one is Pimelodus maculatus
and, to a lesser extent, we can mention: Loricariidae
(cascudo), Serrasalmus brandtii (piranha), Trachelyop-
terus striatulus (maria-mole); Leporinus spp. (piau);
Prochilodus spp. (curimba), together with some piabas
and mandizinhos/catfish.'#3
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The scheduled interventions are preferably carried out
before the probable date of the appearance of a failu-

re, to avoid the occurrences. They are carried out at a
predetermined frequency, based on knowledge about the
behavior and response of trees to interventions, both in
urban and rural environments.

Another aspect of the process that has a preventive

and mitigating nature is the use of distribution network
engineering to reduce interruptions caused by trees, es-
pecially in urban environments. The growing use of pro-
tected and isolated grids is geared toward this reduction,
and the Company has adopted the minimum standard
of service in these environments with protected medium
voltage networks and isolated low voltage networks.

Concerning the remediation of impacts caused by trees,
Cemig is getting ready for more severe weather events,
when the degree of risk posed by vegetation is high.
Through meteorological monitoring and forecasting
systems, it is possible to allocate power system repair
teams in such a way that they respond more quickly to
system occurrences, to reduce the time that consumers
remain without power supply.

142 Electric Sector GRI: EU-13
143 Electric Sector GRI: 304-2
144 Electric Sector GRI: 304 (EU)
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The Vegetation Management Methodology (MIV) is
being implemented, and will serve as a standard pro-
cedure for the maintenance of bandpasses of Power
Transmission Lines. MIV is the set of practices that:

* Uses procedures to control undesirable vegetation in
the activities of opening and maintaining distribution
network bandpasses using non-agricultural (NA) her-
bicides;4%

* The establishment, in the long run, of a community
of plants whose characteristics and growth do not
interfere with the operational performance of electri-

cal facilities, and which require minimal interventions,

in addition to providing protection for the soil, shelter,
and food for the fauna, among others environmental
and operational benefits.

145 Electric Sector GRI: 304 (EV)
144 RPPN: Private Natural Heritage Reserve, pursuant Fede-

ral Law 9985/2000, which establishes the National System of
Conservation Units - SNUC.
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CONSERVATION UNITS

304-1; 304-3] In order to promote biodiversity conserva-
tion, Cemig maintains some areas of forest remnants
with a high degree of conservation and relevance to the
biomes they are located in. They are:

* RPPN™ Fartura, located in the municipality of

Capelinha/MG, close to the UHE Irapé project. RPPN
Fartura has 1,455 hectares of semideciduous seaso-
nal forest in an advanced stage of regeneration and

is an important remnant of the region Atlantic Forest.
The fauna and flora inventory recorded 72 plant, 53
bird, 25 mammal, 20 amphibian, 17 reptile and six fish
species. Among the endangered species, the jaguar,
maned wolf, and ocelot stand;

RPPN Galheiro, which is 2,695 hectares wide and is lo-
cated in the county of Perdizes/MG, close to the UHE
Nova Ponte project. It has a dense and well-preserved
native vegetation made up of a mosaic of physiog-
nomies, including Semideciduous Seasonal Forest,
Gallery Forest and Cerrado, in addition to small spots
of anthropized areas, with remnants of exotic pasture.
The latter, currently in the process of natural regene-
ration, accounts for only 1.0% of the total area of the
reserve. The fauna and flora inventory recorded 624
plant, 264 bird, 53 reptile, 36 mammal, and 20 of am-
phibian species, in addition to 78 families of insects.
Endangered species have been identified, such as the
Coimbra's titi or the white-eared titi, the giant anteater,
the robust woodpecker, the maned wolf, and some
rare species, such as the golden-capped parakeet.

All actions carried out at RPPN Galheiro followed the

unit's Management Plan;

The Peti Environmental Station is located on the
banks of the UHE Peti reservoir. It has a total area of
504 ha and is part of the counties of Santa Barbara
and S&o Gongalo do Rio Abaixo, in the border area
between the Atlantic Forest and the Cerrado. In a part-
nership with the Federal University of Minas Gerais
(UFMG) and the Minas Gerais Technological Center
(Cetec), Cemig carried out the inventory of native spe-
cies of animals and plants, identifying 556 insect, 502
plant, 256 bird, 39 mammal, 26 reptile, 24 amphibian,
and 10 fish species. Among the endangered species,
the red-ruffed fruitcrow - which was adopted as the
symbol of the reserve - stands out, together with the
maned wolf and the cougar. Four identified species
are new to science, among them the dragonfly that
received the scientific name of Heteragrion petiense
and the cinnamon tree, named Licaria triplicalyx;

Forest compensation at PCH Rio de Pedras, covering
an area of 4.0456 hectares, defined according to

IEF Ordinance No. 30 from February 30, 2015. The
phytophysiognomy of the compensation areas is
defined as Semideciduous Seasonal Forest and their
vegetation is well preserved, with fragments in the
middle stage of secondary succession, displaying two
well-defined strata: canopy and understory. The ave-
rage canopy height is approximately 11 meters and is
made up of tree species of moderate breadth.



In 2020, no partnerships with other groups or organizations for the protection or
restoration of Cemig areas have been established. In addition to forest remnant areas,
Cemig also has Restored Areas, where the Degraded Areas Recovery Plan (PRAD) was
implemented. They are:

* PRAD UHE Irapé: the areas are located within a 10-km radius from the plant, and
considering all areas worked, 110 ha were maintained. The major activities carried
out were: cleaning of gutters, firebreak maintenance, maintenance of fences, control
of ants and termites, top dressing, replanting and reseeding, and irrigation. For these
activities, there was no approval by independent external specialists, nor is there a
partnership with third parties for the protection or restoration of the areas; however,
currently, a company was hired to carry out Technical Specification — ET-MG/CT-
2017/008 activities.

* UHE Emborcacdo PRAD: the Cemig - Aneel Technological Research and Develop-
ment Project (R&D 602), with the goal of laying down strategies to speed up ecologi-
cal succession in degraded areas around the UHE is being developed. It is developed
in partnership with the Federal University of Ouro Preto - UFOP, and started in August
2018; it is expected to last for four years. The study will propose and test new tech-
niques for the recovery of degraded areas surrounding UHE Emborcagéao, using new
technologies and aiming at the establishment of islands of ecological succession
using fauna as a source of colonizing species. Although the whole PRAD area of UHE
Emborcacao - with 220 ha - has been revegetated, its vegetation is still mostly made
up of exotic grass species due to the chemical and structural characteristics of the
local soil, which is extremely impoverished due to the intensive use at the time the
dam was built. Altogether, 92 containment basins have already been established for
greater retention of rainwater and, consequently, to feed the groundwater. Works to
recover the concrete gutters installed in the area is also carried out on an ongoing
basis in order to prevent new foci of erosion from appearing due to damage to these
structures. Only about 10% of the area has been reforested using dense tree vegeta-
tion.
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REFORESTATION PROGRAM

[304-3] With the formation of the large reservoirs of hydroelectric plants, a wide peri-
meter is created around their margins, normally without forest formations. When they
exist, these formations are made up of species adapted to a drier environment and,
therefore, little adapted to the high humidity of the soil due to the elevation of the grou-
ndwater level and fluctuations in the reservoir level.

This new layout of the environment creates the need for the deployment, recovery,
and conservation of riparian forests surrounding the reservoirs to maintain ecological
processes.

For almost 30 years, Cemig has been carrying out various research projects in partner-
ship with universities, which have supported programs for the deployment of riparian
forests around its reservoirs. Through its R&D Programs, the Company has tried to
study and propose innovations in the face of technological challenges in the electricity
sector. Partnerships with rural producers around their reservoirs have been fundamen-
tal to the success of these actions.

In 2020, 19.47 hectares were reforested on the margins of Cemig's reservoirs, 9.7
hectares at UHE Emborcagao, 5,97 hectares in PCH Pogo Fundo, 0.80 hectares in PCH
Marmelos, and 3 hectares in the Rosal Energia riparian forest. In addition to planting,
Cemig performed maintenance activities on 102.47 hectares of riparian forests, 30.83
of which belong to the UHE Emborcagao reservoirs, 1.0 hectare in PCH Luiz Dias, 2.0
hectares in PCH Salto do Passo Velho, 0.8 hectares at PCH Marmelos, and 67.84 at
UHE Rosal.

CONSERVATION OF FLORA

Cemig seeks to implement strategies to compensate for deforestation resulting from
its Distribution expansion activities, committing itself to planting native plant species
and recovering degraded areas. In 2020, Cemig D planted 37.09 hectares and maintai-
ned 67.38 hectares as part of its Environmental Compensation Program.
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10 CLIMATE CHANGE

The global importance of discussions on the effects of
climate change boosts the special attention that Cemig
gives to the identification of risks and business oppor-
tunities, in addition to intensifying the search for solu-
tions for adaptation and mitigation, avoiding risks and
impacts on the Company's business.

The theme of low carbon economy is a central issue for
sustainable development, given the potential impacts of
global warming and climate change. Therefore , Cemig
has intensified the search for solutions for adaptation
and mitigation, avoiding risks and impacts to its busi-
ness, and for means of reconciling economic develop-
ment and protection of the climate system.

Cemig's leadership is engaged and involved in discus-
sions related to Greenhouse Gas (GHG) emissions,
focusing on effective action, as can be seen from the
establishment of voluntary targets for reducing (i) emis-
sions, (ii) power consumption, and (iii) energy losses.
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In addition, the company’s top management also plays a
key role in administering risks and opportunities related
to climate change, as presented in the Risk Manage-
ment section of RAS 2020.

Cemig identifies the risks and opportunities for its busi-
nesses related to climate change and seeks solutions
for adapting and mitigating the possible effects that
may impact them.

10.1 RISKS AND OPPORTUNITIES ARISING
FROM CLIMATE CHANGE

12 oo [ 13 oo

[201-2] In order to carry out an analysis of the financial implications regarding the risks and opportunities related to
climate change, Cemig adopts a time frame rating for the identified strategic risks/opportunities - among which are
included the related risks to climate change. The table below shows the timeline ranking adopted by Cemig for the

breakdown of its short, medium, or long term risks.
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Time raking of risks identified by Cemig

) The risks that would already be occurring and/or those most likely
Short-term risks: 0 to to happen in up to 1 year are considered here.

1 year
Chronic risks: an increase in average temperature.

The risks that may occur in up to 7 years are considered here.

Examples:

Chronic risks: changes in rainfall patterns and extreme variability in

Medium-term risks: 1 >
weather patterns;

to 7 years

Acute risks: increased severity of extreme weather events, such as
cyclones and floods;

Policies and legislation: others (e.g., carbon tax).

Long-term risks: 7 to
21 years

The risks that studies indicate that may occur starting 7 years from
now, based on climate change scenarios, are considered here.

In 2020, the theme “inefficiency in measures to minimize and adapt to the impacts of
climate change at Cemig" was identified and classified as Top Risk due to its likelihood
and high impact. As measures to mitigate this risk, the following actions and controls
are being carried out:

¢ Structuring and execution of the 2023 - 2027 Distribution Development Plan (PDD);

* Expansion of photovoltaic and wind generation;

* Continuous monitoring of weather forecasts and weather alerts;

* Participation in associations that accompany regulatory changes (Global Compact, Fiemg -
Climate Change WG);

 Update and distribution of Cemig's Forest Fire Prevention and Fighting Manual
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REGULATORY RISKS

Via the Climate Change National Policy, the Brazilian government made its contribution
to the Paris Agreement official by taking on - via the Nationally Determined Contribution
(NDC) the commitment to reduce greenhouse gas emissions by 37%, in relation to the
2005 levels, by 2025, with a subsequent indicative contribution to reduce greenhouse gas
emissions by 43%, in relation to the 2005 levels, by 2030.

Cemig considers that adaptation to any regulatory changes imposed by the government
in order to achieve such goals is the major impact of that risk this scenario may bring
about. With the deactivation of the Company’s only thermal plant at the end of 2019, this
risk was stabilized. However, it may still materialize in the medium term, if Cemig invests
again in thermoelectric plants and, consequently, fails to comply with the reduction in its
GHG emissions.

Cemig seeks to implement measures to mitigate this impact, looking for opportunities to
expand energy generation from low carbon renewable sources. Another way to mitigate
this risk is via participation in sectoral associations like the Brazilian Business Council for
Sustainable Development (CEBDS), which holds discussions on the risks associated with
new regulations in Brazil.

CARBON TAX

Cemig considers the creation of a carbon tax and the consequent increase in operating
costs the major potential impact of the above-mentioned risk.

In 2019, the Company’s only fossil fuel-fired thermal plant was deactivated. Thus, in
2020, the electricity generation matrix was 100% renewable. However, this taxation

is also a risk if Cemig needs to expand its electricity generation business in the future
through fossil fuel-fired power plants.



Considering scope 1 emissions of 11,419 tC0O2, and an
internal price of USS 12.50, with the dollar quotation at
RS 5.50, an eventual taxation on emissions would repre-
sent RS 785,056 per year.

CAP-AND-TRADE SCHEMES

The establishment of a cap-and-trade GHG emissions
trading market in Brazil may lead to the need for more
planning by Cemig to meet market-regulations speci-
fic, especially concerning monitoring and verification
emissions. To mitigate this risk, Cemig tries to identify
projects that produce carbon credits and long-term
contracts with verifying and certifying companies, thus
reducing the likelihood of this risk for the Company
becoming actual.

Besides, when assessing the acquisition of projects that
use fossil fuels, Cemig makes internal analyses on the
carbon risk and its financial impact for the Company;
that is, the financial risk of the project in a possible futu-
re pricing scenario for emissions of GHG in Brazil.

PHYSICAL RISKS

Intensive rainfall in a short period, together with winds-
torms and lightning, can cause physical damage to the
facilities that convey and distribute power, causing them
to be unavailable and increasing Cemig's costs due to
refunding to consumers because of power outages (DEC
and FEC indicators).
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These phenomena are increasingly associated with the
effects of an unfavorable microclimate, typical of large
urban centers. Management methods seek to reduce

the magnitude of this risk through in the medium term
through preventive adaptation ) measures, such as the
management of urban tree coverage through pruning, the
operation of weather stations and a weather radar - which
predicts the occurrence and intensity of storms more
accurately - and an emergency plan with the allocation

of maintenance teams for the speedy restoration of the
power supply.

Besides, Cemig also carries out works on its distribution
system (expansion, reinforcement, renovation, and upgra-
ding of assets such as substations and distribution lines)
in its distribution system. For the fifth five-year invest-
ment cycle, in the period from 2018 to 2022, as per the
industry regulations, RS 6 billion in funds were approved,
which are distributed among the several macro-projects.

CHANGE IN THE RAINFALL PATTERN

AClimate changes can cause change in seasonal rain-
fall patters, with extreme rainfall and drought events,
changes in geographic distribution and average values
of precipitation, thus impacting the amount of water
that gets to the plants’ reservoirs. As Cemig's electricity
production comes mainly from hydraulic sources, these
changes may cause a decrease in its generation capaci-
ty. Historically, the Company has been experiencing the
impacts of these risks in the past five years due to water
scarcity in the watersheds it has hydroelectric genera-
tion projects in.

Actions taken to mitigate this risk are linked to expan-
sion of its operations to other regions of Brazil with
hydrographic basins of greater water availability, such as
execution of investment feasibility analyses considering
the criteria related to water availability, as well as invest-
ments in diversification of the power generation matrix,
such solar and wind energy.

Also, management of the hydrological risk is carried

out considering randomness of climatic phenome-

na, without taking the effects of climate change into
account. For that, Cemig has a structure fully dedicated
to the matter, supporting decisions of committees for
the management of existing risks and whose purpose is
efficiently treating corporate risks involving operational,
commercial, financial, and regulatory aspects of the
group companies.

Cemig also participates in the Energy Reallocation
Mechanism (MRE), whose purpose is to share the
hydrological risks of power plants in situations of high
inflows and generation and that transfer power to plants
in situations of low inflows and generation.



CHANGES IN AVERAGE TEMPERATURE

Climate changes may cause an increase in average tem-
peratures, changes in rainfall and drought regimes, and,
indirectly, increase some risks to the Energy Transmission
System, as prolonged drought conditions maximize the risk
of fires.

Fires along or nearby right-of-way lanes can cause trans-
mission lines to become unavailable. To mitigate this risk,
Cemig continually inspects and cleans the right-of-way
lanes of its transmission lines so as to maximize the safety
and availability of transmission functions (always limited
to a minimum removal of vegetation, avoiding cutting in
places where there is no interference with those transmis-
sion lines).

TECHNOLOGICAL RISK

The electricity sector has been constantly undergoing
technological changes that impose an ability to adapt
more and more quickly on the sector’s players. Cemig
believes loss of market, customers, and consequently,
Accordingly, is the main potential impact of this risk.
The company may have its business impacted by new
technologies in the medium and long term, if it does
not develop strategic partnerships or fails to implement
technological changes to its services.

Cemig seeks to implement measures to mitigate this
impact by investing in research, development and inno-
vation, always aiming to continuously improve its pro-
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cesses, reduce its emissions and prepare for the effects
of climate change - considering energy alternatives and
energy efficiency.

In order to mitigate this risk and leverage opportunities,
Cemig defined a medium and long-term strategic initia-
tive to explore new technologies and opportunities, such
as smartgrid, hybrid generation, energy storage, ‘char-
ging stations”, digitalization, and others.

OPPORTUNITIES

Among the opportunities to be taken advantage of, the
entry into the shared energy market through distributed
generation energy, cogeneration and energy storage,
energy efficiency, management of street lighting and
utilities, sales of certified renewable energy, electric
mobility, and services in the power bill stand out through
the establishment of the wholly owned subsidiary Cemig
SIM. The company was formed with the expectation that
250 MW of installations will be carried out in the next
two years. Also, it is important to stress the opportuni-
ties below:

* Carbon Market: the establishment of a cap-and-trade
emissions trading market along the lines of the CDM,
for example, could lead Cemig to position itself as an
important provider of emission reduction certificates.
This opportunity could lead to an increase in revenue
at Cemig, which has 1,225,026 credits issued under
CDM in PCH Cachoeirao and UHE Santo Anténio
plants. However, in both instances, the Company
does not have operational control. Thus, credit ma-

nagement is not exclusive, so it is necessary to have
an agreement with third parties. PCH Cachoeirao
holds 167,097, with 49% of equity interest from Ce-
mig. In its turn, UHE Santo Anténio holds 1,057,929
credits, with a 15% equity interest by Cemig.

Sale of energy solutions projects: in a scenario of lar-
ger corporate investments in energy efficiency aimed
at reducing power consumption and GHG emis-
sions, CEMIG S!M subsidiary may have an increased
demand for its services with the implementation of
projects for use of lighting with LED, cogeneration,
distributed generation, and other energy solution
services.

Venda de energia renovavel certificada:

o} The Emborcacao Plant, located in the munici-
pality of Araguari (MG), was certified by the “Interna-
tional Renewable Energy Certificate Standard” (I-REC)
system. It is a certificate that attests that the energy
produced is from a renewable source. Having that cer-
tification, Cemig can sell energy to RE100 companies,
a group that brings together companies committed

to consuming 100% renewable energy, which already
amounts to a demand of over 170 TWh.

o} Another opportunity is being developed through
the creation of its own certificate, called “Cemig REC".
[t meets international standards, such as the GHG
Protocol and CDP, and ensures that the company’s
energy is renewable, through its own controls and the
methodology proposed by a specialized consultancy.
With this certificate, companies can guarantee that
the energy they consume comes from renewable
sources.



10.2 CLIMATE STRATEGY

13 iov

4

[103-2:305; 103-3:305] Despite the characteristics of Ce-
mig’s electric matrix, which are predominantly renewable
and have low GHG emission, the senior leadership is
engaged in defining strategies to reduce GHG emissions.
This is made clear by their establishment of voluntary
targets for (i) emission reduction, (ii) electricity con-
sumption, and (iii) energy losses.

Cemig's strategy for mitigating, adapting and dissemina-
ting the topic to society and its investors is explained in
its Commitment to Climate Change (10 Climate initiati-
ves), undertaken on December 1, 2011 by the Executive
Board™.

The main guidelines of Cemig's Climate Strategy are
exemplified in the figure below.

147 The Commitment to Climate changes is publicly
available at https://www.cemig.com.br/wp-content/uplo-
ads/2020/05/CircularMudancasClimaticas-1.pdf
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Cemig’s Climate Strategy Guidelines

IDENTIFICATION OF RISKS

Create R&D to identify the
regions more subject to
extreme climate events

Internalize this risk in the
power system project and
operation stages (e.qg.: fall
of towers and storms)

VULNERABILITY

EMISSION MANAGEMENT

IDENTIFICATION OF OPPORTUNITIES

CEMIG SIM - Create narratives
showing the company is Cemig’s
branch for the future

Create a clean energy seal

]

AND SERVICES

Leverage Carbon Credits:
DG projects

ENGAGEMENT AND DISSEMINATION

Have a clear energy matrix driver

Develop Reduction Goals — SBTi

Identify and support GHG emission
reduction projects.

The objective of following the lines of action laid down
in the Company’s Commitment to Climate Change is to
prepare Cemig for a low carbon economy, taking steps
to align its businesses based on the assessment of
climate risks and opportunities.

148 GRi Setor Elétrico EU-05.

Define communication
means with the internal
public and stakeholders.

Participate of the CDP (A-
leadership), Dow Jones and
other indexes.

Participate in discussion
groups ahd Climate Change
Committees: DEBDS — CT
Clima, FIEMG, BH and Betim
Municipal Committees

Review Climate Change
Policy

CDM PROJECTS

Cemig has Clean Development Mechanism (CDM)
projects™8 that adopt an internal carbon price to analyze
the feasibility of new projects. Cemig has projects in dif-
ferent stages to obtain the Reduced Emission (CER) for
hydroelectric plants (UHE and PCH) and solar ) plants,
as shown in the table below.
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(830:3;\ls)ettesolar Recorded
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nio (3568 MW)

Cemig is not submitted to any legal requirement to redu-
ce CO2emissions; however, it has the following voluntary

targets:

CMIG

Annual CO2eq ()

reduction esti-

mate

62,949

23,444

942

17,051

33,993

4,015,196
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Credit Period

Jan/13 to
Jan/20
(Renewable)

Feb/12 to
Feb/19
(Renewable)

Feb/13 to
Feb/20
(Renewable)

Dec/12 to
Dec/19
(Renewable)

Jul/14 to
Jul/21
(Renewable)

Jan/13 to
Dec/22
(Fixed)

Credits Emit-
ted

167,097

1,057,929

148 sulfur Hexafluoride.

Traceability

http://cdm.unfccc.
int/Projects/DB/
RINA1280831660.48/view

http://cdm.unfccc.
int/Projects/DB/
RINA1305214649.79/view

http://cdm.unfccc.
int/Projects/DB/RW-
TUV1356098187.07/view

http://cdm.unfccc.
int/Projects/DB/
RINA1339141027.8/view

http://cdm.unfccc.
int/Projects/DB/
RINA1392324439.94/view

http://cdm.unfccc.int/
Projects/DB/PJR%20
CDM1356613142.79/view

 Absolute target for scope 1 emissions (2017
being the base year and 2022, the target
year), defined in 2018. The following criterion
was laid down: maintain the SF6™° emission
percentage at most at 0.6%, and reduce by 10% of the
mobile source emissions in relation to the 2017,

17 PARTNERSHIPS
FORTHE GOALS

&

* Scope 2 goal: Stay below the index of 12.56% of total ener-
gy losses in 2020, 11.53% in 2021 and 11.24% in 2022.
Besides that, maintain power consumption at 156,773 GJ.

10.3 EXTERNAL INITIATIVES

In order to boost its efforts on climate issues and
strengthen its image as an environmentally responsi-
ble company, and following its strategic pillars, Cemig
participates in external initiatives that address the topic
of climate change. The most relevant initiatives are
presented below.

CDP

Since 2007, Cemig answers to CDP, an international non-
-profit organization that provides a global environmental
disclosure system. In its report, Cemig makes a rigorous
survey of risks and opportunities for its businesses re-
sulting from climate change and monitoring and control
measures. CDP is considered a management tool for
the Company, considering a scenario of growth in the
level of information and consistent initiatives in carbon
management.


http://cdm.unfccc.int/Projects/DB/RINA1280831660.48/view
http://cdm.unfccc.int/Projects/DB/RINA1280831660.48/view
http://cdm.unfccc.int/Projects/DB/RINA1280831660.48/view
http://cdm.unfccc.int/Projects/DB/RINA1305214649.79/view
http://cdm.unfccc.int/Projects/DB/RINA1305214649.79/view
http://cdm.unfccc.int/Projects/DB/RINA1305214649.79/view
http://cdm.unfccc.int/Projects/DB/RWTUV1356098187.07/view
http://cdm.unfccc.int/Projects/DB/RWTUV1356098187.07/view
http://cdm.unfccc.int/Projects/DB/RWTUV1356098187.07/view
http://cdm.unfccc.int/Projects/DB/RINA1339141027.8/view
http://cdm.unfccc.int/Projects/DB/RINA1339141027.8/view
http://cdm.unfccc.int/Projects/DB/RINA1339141027.8/view
http://cdm.unfccc.int/Projects/DB/RINA1392324439.94/view
http://cdm.unfccc.int/Projects/DB/RINA1392324439.94/view
http://cdm.unfccc.int/Projects/DB/RINA1392324439.94/view
http://cdm.unfccc.int/Projects/DB/PJR%20CDM1356613142.79/view
http://cdm.unfccc.int/Projects/DB/PJR%20CDM1356613142.79/view
http://cdm.unfccc.int/Projects/DB/PJR%20CDM1356613142.79/view

In 2020, Cemig achieved the maximum double rating

on the CDP's “A List", for ensuring water security and

for its commitment to combating climate change. The
company, which in the past year had already achieved
excellence in water risk management, for the first time
obtained A rating also in climate management. Thus, it
becomes one of select number of global companies with
an ‘A’ rating on both CDP lists, after over 5,800 organiza-
tions were evaluated. Cemig was the only in the Brazilian
electricity industry to get that accolade.

This is the ninth consecutive year that CDP has awarded
the Company. The selection took into account the level
of detail in the responses regarding criteria such as risk
management, commitment to mitigations, and initiatives
to reduce greenhouse gas emissions. The best results
point to a high level of transparency in the disclosure of
information related to the topic, providing investors with
consistent content on climate change management and
water security."s0

CARBON EFFICIENT INDEX - 1C02

Cemig is part of the 2020/2021 Portfolio of the B3 ICO2
Carbon Efficient Index. To weigh the actions of the
companies included in it, this index - which assesses
transparent practices in relation to greenhouse gas
(GHG) emissions - takes into account their degree of
efficiency in GHG emissions, in addition to the free float
(total stocks outstanding) ) of each of them.

The Carbon Efficient Index (ICO2) was developed in
a partnership between B3 and the Brazilian National
Bank for Economic and Social Development (BNDES).
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It is made up of shares from companies included in the
IBrX50 index that have adopted transparent practices
regarding their greenhouse gas.

TOP 100 GREEN UTILITES

Top 100 Green Utilities is a ranking of the top 100 power
generation companies that utilize practices focused on
generating renewable energy and reducing greenhouse
gas emissions. Cemig It occupies the 23rd position, and
there are only two more Brazilian companies included in
the index.

CDP BENCHMARK PROGRAM

In 2020, Cemig participated in the CDP Benchmark Club
Program, which offers the opportunity for companies to
deepen their knowledge on risk and opportunity mana-
gement, as well as about the challenges of climate chan-
ge, and water management. Workshops are held with
the participating companies, where the best practices in
climate management and water security are presented,
making it possible to establish partnerships among the
participating members.

150 Cemig answers to CDP 2019 can be seen on the
CDP website: <https://www.cemig.com.br/en/relato-
rios/sustainability/cdp/>

BRAZILIAN BUSINESS COUNCIL FOR
SUSTAINABLE DEVELOPMENT (CEBDS)

Cemig is affiliated to CEBDS, a non-profit civil asso-
ciation to foster initiatives based on the principles of
sustainable development. It has a seat at the Thematic
Chamber for Energy and Climate Change (CTClima) and
is a member of that institution’s Leaders Council.

At CTClima, Cemig participates in meetings, discussions,
and debates aimed at the development and implementa-
tion of corporate solutions for mitigating and adapting to
climate change. The Chamber also promotes a dialogue
between the public and private sectors to contribute to
the development and improvement of public policies

on the subject of climate change, energy efficiency, and
renewable energies.

PARTICIPATION IN THEMATIC
COMMITTEES

Cemig also engages directly with policymakers, through
participation in legal discussion forums. At the municipal
level, the Company acts on the Municipal Committees
on Climate Change and Eco-efficiency (CMMCE) of the
Belo Horizonte City Hall and the Betim City Hall. In these
committees, public and private sectors meet to discuss
and propose local policies for mitigation and adaptation
to climate change.
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13 iov

EMISSIONS

4

[103-2:305] Cemig annually publishes its greenhouse
gas emission inventory, which identifies its sources of
emissions, quantifies the Company’s total emissions,
and monitors the progress of emissions over time.

The Greenhouse Gas (GHG) emissions inventory is the
management tool that allows for the assessment of

an organization’s impact on the global climate system.
The results of the annual inventory are fundamental for
(i) the effective management of the company's emis-
sions, as it is the basis for the assessment of risks and
opportunities related to the climate; (i) establishment of
emission reduction targets; (iii) prioritization and moni-
toring of emissions mitigation actions; and (iv) participa-
tion in programs for disseminating climate management
and comparing the Company's performance with other
businesses in the sector.

To prepare the Inventory, the GHG sources and sinks
associated with the Company's operations are identified
by raking them into direct or indirect emissions, using
the scope concept. Below, are the definitions for each of
the 3 scopes adopted by the GHG Protocol
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* Scope 1: Direct GHG emissions from sources that are
owned or controlled by the;

* Scope 2: Indirect GHG emissions from the purchase
of electricity that is consumed by the organization;

* Scope 3: Optional reporting category that considers all
other indirect emissions not covered by Scope 2. They
are a consequence of the organization's activities, but
they occur in sources that do not belong to or are not
controlled by it.

The GHG Inventory is subjected to independent verifi-
cation. Its reference data for calculating Scopes 1, 2,
and 3 were collected based on a centralized approach
with those responsible for their management, using the
following means of verification:

* Existing records in Cemig's ERP system;

* Records in corporate operating and control systems;
* Invoices;

* Contracts;

* Registration spreadsheets.

[103:305-2; 305-1; 305-2; 305-3; 305-7] In order to put
together Cemig's GHG inventory for the year 2020, the
NBR ISO 14064 standard and the specifications in the
GHG Protocol were adopted as a reference. The emis-
sion factors and Global Warming Potential (GWP) values
used were extracted from the IPCC (Intergovernmental
Panel on Climate Change) assessment reports. For pur-
poses of reporting on the GHG inventory, Cemig adopts
the Operational Control approach, that is, it quantifies
the emissions of companies that are 100% controlled by
Cemig.

It should be noted that the areas responsible for the
information are certified in internationally referenced
management standards, such as NBR ISO 9001: 2008
and/or NBR ISO 14001: 2004 and SGA Level 12, which
Cemig has developed for units whose license has not yet
been issued by the environmental agency. All of these
certifications are audited internally and by a third-party
certification body. Cemig's 2020 Emission Inventory

was developed using CLIMAS®, a calculation software
package developed by WayCarbon.

The 2020 Cemig Inventory considered CO2, CH4, N20
and SF6 emissions according to the mapped emission
sources and data availability. Besides, the inventory also
computed CO2 emissions from renewable sources.



Total Cemig Emissions

At Cemig, CO2, CH4, N20 and SF6 gases are generated by the following activities:

Scope Categor Representa-
i i (tCOZe) tlveness (%)

natural gas, kerosene and liquefied petroleum gas). Also, there are CO2 emissions Stationary combustion 198.43 1.74%
related to waste treatment and the use of agricultural fertilizers; Mobile combustion 7.927,83 69.42%
* CH4: generated by mobile and stationary sources burning fuels, by fugitive emis- Scope 1 Fugitive emissions 3,262.22 28.57%
sions in natural gas distribution lines, and by the decomposition of organic matter in .
. . _ y P d Change in land use 30.88 0.27%
solid waste treatment processes;
Scope 1 Total 11,419.36 -

* CO2: generated by mobile and stationary sources burning fossil fuels (such as diesel,

* N20: generated by mobile and stationary sources burning fossil fuels (such as diesel,
natural gas, kerosene and liquefied petroleum gas). Also, there are N20 emissions Power Consumption 2,385.87 0.53%
related to waste treatment and the use of agricultural fertilizers; and

Scope2  T&D Losses 445,697.54 99.47%
* SF6: generated in the maintenance of energy transmission and distribution equi- Scope 2 Total 44808341 }
pment, which use this gas as an insulator or to extinguish electrical arcs. In these
1 (o)
maintenance actions, gas lost by fugitive emission is replaced. Goods and services purchased 43.45 0.00%
Employee commuting (home-work) 173.95 0.00%
Waste generated in operations 1,004.05 0.02%
Movement and distribution 20,989.83 0.40%
(downstream)
Scope 3
Movement and distribution 808.04 0.02%
upstream)
Use of goods and services sold 5,223,549,59 99.56%
Business trips 98.83 0.00%
Scope 3 Total 5,246,667.72 -
151 c02 emissions from the use of renewable biomass energy. Emissions of Also, 5,212 tC0O2 were emitted from renewable sources™" ((1,374 tCO2 renewable for

this kind do not contribute to long-term increase in the concentration of CO2 ) o
Scope 1, and 3,839 tCO2 renewable for Scope 3). Cemig's Scopes 1, 2 and 3 emissions

for 2020 are detailed below:
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Greenhouse gas emissions in 2020 by scope (tC02e)

Emissios of
greenhose
gasses in
2020

per scope
(tCO2e)

11,419.36

Scope 1

Putting the 2019 results in perspective, Scopes 1, 2 and 3 emissions for the past 3

years are given below:

Historical series of Cemig emissions (tCO,g)

Historical
Series of 7,644,131
Cemig
Emissions
(tCO2e)
518,213
35,568
||
2018
. Scope 1
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6,451,432

5,246,667.72
448,083.41
Scope 2 Scope 3
5,246,668
448,083
- 11,419
2019 2020

BN Scope 2 e====Scope 3

[305-1] In 2020, Cemig's operations were responsible
for the direct emission (Scope 1) of 11,419.36 tCO2,
amounting to a 78.01% decrease in relation to 2019,
when Scope 1 emissions added up to 51,939 tCO2, thus
accruing to a 98.15% decrease in relation to the base
year (2014= 617,717 tCO2e).

Mobile combustion emissions made the largest contri-
bution, compared to other Scope 1 categories, with the
emission of 7,927.83 tCO2e. Within this category, diesel
oil consumption by the company-owned vehicle fleet
accounts for 6,649.73 tCO2e. The stationary combus-
tion category showed an emission of 198.43 tC0O2,
which corresponds to a decrease of approximately 37
thousand tCO2in relation to 2019, thanks to the decom-
missioning of UTE Igarapé, which before was the major
responsible for Cemig's Scope 1 emissions.

[302-4; 305-2] Indirect emissions relating to the ac-
quisition of energy (Scope 2) in the year 2020 totaled
448,083.41 tCO2e, amounting to a 25.13% decrease
against the previous year (in 2019, 598.518 tC02e), and
a reduction of 47,78% in relation to the base year of
2014 (858,014 tCO2e).

In terms of Transmission and Distribution Losses (which
amount to 99.47% of Scope 2 emissions), there was a
decrease of about 25.14% in relation to 2019, especially
due to a 17.73% reduction in the grid average emission
factor (0.0750 tCO2e/MWh in 2019; 0.0617 tCO2e/MWh
in 2020).
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[305-4] Cemig uses 2 indicators of emission intensity as a benchmark for its assessment of greenhouse gas emis-
sions. The first relates total emissions in Scopes 1 and 2 to net operating revenues (tCO2e/RS) and the second, to the
net energy generation (tCO2e/MWh) in the year.

[305-3] Cemig's Scope 3 emissions in the year 2020 totaled 5,246,668 tCO2e, amounting to a 18.67% reduction in

relation to the previous year (in 2019, 6,451,462 tCO2e) and a 53.70% reduction in relation to 2014 (11,332,770 tCO2e).

Scope 3 emissions are mainly associated with the sale of energy and natural gas, which is pigeonholed as Use of
goods and services sold. Emissions in this category make up nearly the total of Scope 3 emissions, amounting to
99.56% of the total.

GHG emissions by scope by company (tCO,g)

Emissions per company (tCO_e)

1,532,599 1,821,185 1,892,883
435,806
9,022 11,621
2,008
637
361
20 27
Cemig D Cemig GT Cemig SIM GASMIG Centroeste
m Scope 1 M Scope 2 Scope 3

More information on GHG emissions at Cemig can be

found in the 2020 GHG Emissions Inventory.'52 152 Available at: <https://www.cemig.com.br/en/pro-
grama-sustentabilidade/greenhouse-gas-inventories/>
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OTHER EMISSIONS

[305-7] Regarding other emissions, such as sulphur dio-
xide (SO2), nitrogen oxides (NOx), and particulate matter
(MP), from 2020 on, with the shutdown of the Igarapé
thermoelectric plant, the only source of that emission
came from vehicles. Total emissions for each of these
pollutants are shown in the table below.

Emissions of air pollutants

Total emissions (t)

2018 3.39 7.36 0.256
2019 3.32 8.58 0.265
2020 2.88 7.09 0.252

There was a 21% decrease in NOx emissions due to
lower fuel consumption in 2020. In relation to SO2
emissions, there was a 15% reduction, when compared
to 2019. Finally, MP emissions fell by 4%.

[305-6] Emissions of ozone-depleting substances (ODS)
are not relevant for the Company.


https://www.cemig.com.br/en/programa-sustentabilidade/greenhouse-gas-inventories/
https://www.cemig.com.br/en/programa-sustentabilidade/greenhouse-gas-inventories/
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5.2 Remuneration and benefits

1.2 Materiality
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103-3:205 tial GRI 103 Management Approach 2016 ment approach: Anti-corrup- 3.2 Ethics and Transparency

tion
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GRI Standard

Code

205-1

205-2

205-3

206-1

301-1

CMIG

GRI Standard

Approach Nurmber

GRI 205

GRI 205

GRI 205

GRI 206

GRI 301

GRI Standard Title

Anti-corruption

Anti-corruption

Anti-corruption

Unfair Competition

Materials

AR RS LTI RENS REPORT 2020

Publication
Year

2016

2016

2016

2016

2016

Standard Description

Operations assessed for risks
related to corruption

Confirmed incidents of cor-
ruption and actions taken

Confirmed incidents of cor-
ruption and actions taken

Lawsuits for unfair competi-
tion, the practice of trust, and
monopoly

Materials used by weight or
volume

Location in the Text - Section

3.2 Ethics and Transparency

3.2 Ethics and Transparency

3.2 Ethics and Transparency

3.2 Ethics and Transparency

9.2 Natural Resource Management

Reasons
for Omis-
sion
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GRI Standard GRI Standard Publication Reasons

Approach

Code GRI Standard Title Standard Description Location in the Text - Section for Omis-

Number Year .
sion

Recycled input materials

301-2 GRI 301 Materials 2016 9.2 Natural Resource Management

used
Cemig
has no
301-3 GRI 301 Materials 2016 Reclaimed products and their o e prod-
packaging materials ucts or
packag-
ing
Essen- Explanation of the materi-
103-1:302 tial GRI 103 Management Approach 2016 al topic and its Boundary:
Energy
103-2:302 E_ssen- GRI 103 Management Approach 2016 The _management a[?proach
tial and its components: Energy
103-3:302  ESS€™  GRi703 Management Approach 2016 Evllugen @ e EEGE
tial ment approach: Energy
302-1 GRI 302 Energy 2016 Energy consumption within 9.2 Natural Resource Management

the organization
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GRI Standard

Code

302-2

302-3

302-4

303-1

303-2

CMIG

GRI Standard

Approach Nurmber

GRI 302

GRI 302

GRI 302

GRI 303

GRI 303

GRI Standard Title

Energy

Energy

Energy

Water and Effluents

Water and Effluents

AR RS LTI RENS REPORT 2020

Publication
Year

2016

2016

2016

2018

2018

Standard Description

Energy consumption outside
of the organization

Energy intensity

Reduction of energy con-
sumption

Interactions with water as a
shared resource

Management of water dis-
charge-related impacts

Reasons
Location in the Text - Section for Omis-
sion

9.2 Natural Resource Management

Cemig
is reas-
sessing
the as-
sump-
tions
of this
indica-
tor

9.2 Natural Resource Management
10.4 Emissions

9.2 Natural Resource Management

9.2 Natural Resource Management
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Reasons

Approach GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard Publication

GRI Standard

Code

303-3 GRI 303 Water and Effluents 2018 Water withdrawal 9.2 Natural Resource Management
3034 GRI 303 Water and Effluents 2018 Water discharge 9.2 Natural Resource Management
303-5 GRI 303 Water and Effluents 2018 Water consumption 9.2 Natural Resource Management
Essen- Explanation of the material
103-1:304 tial GRI 103 Management Approach 2016 topic and its Boundary: Biodi- 1.2 Materiality
versity
9 Environmental performance;
Essen- The management approach
103-2:304 tial GRI 103 Management Approach 2016 and its components: Biodi-
versity

9.4 Biodiversity

CMIG AR RS LTI RENS REPORT 2020 220



Reasons

GRI Standard GRI Standard Publication

GRI Standard Title Standard Description Location in the Text - Section for Omis-

Approach Number Year

Code

sion

Evaluation of the manage-
ment approach: Biodiversity

Essen-

tial 9.1 Environmental management

103-3:304 GRI 103 Management Approach 2016

Operational sites owned,
leased, managed in, or adja-
304-1 GRI 304 Biodiversity 2016 cent to, protected areas and 9.4 Biodiversity
areas of high biodiversity
value outside protected areas

Significant impacts of activi-

. . 9.1 Environmental management;
ties, products, and services

304-2 GRI 304 Biodiversity 2016
9.4 Biodiversity

on biodiversity
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Reasons

GRI Standard GRI Standard Publication

GRI Standard Title Standard Description Location in the Text - Section for Omis-

Approach Number Year

Code

sion

304-3 GRI 304 Biodiversity 2016 Protected or restored habitats 9.4 Biodiversity

IUCN Red List species and
national conservation list

304-4 GRI 304 Biodiversity 2016 . . ; . 9.4 Biodiversity
species with habitats in areas
affected by operations
Essen- Explanation of the material
103-1:305 tial GRI 103 Management Approach 2016 topic and its Boundary: Emis- 1.2 Materiality
sions
10.2 Climate strategy
Essen- The management approach
103-2:305 tial GRI 103 Management Approach 2016 and its components: Emis-

sions

10.4 Emissions
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GRI Standard

Code

103-3:305

305-1

305-2

305-3

305-4

CMIG

GRI Standard

Approach Nurmber

Essen-

ial GRI 103

GRI 305

GRI 305

GRI 305

GRI 305

GRI Standard Title

Management Approach

Emissions

Emissions

Emissions

Emissions
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Publication
Year

2016

2016

2016

2016

2016

Standard Description

Evaluation of the manage-
ment approach: Emissions

Direct (Scope 1) GHG emis-
sions

Energy indirect (Scope 2)
GHG emissions

Other indirect (Scope 3) GHG
emissions

GHG emissions intensity

Location in the Text - Section

10.2 Climate strategy

10.4 Emissions

10.4 Emissions

10.4 Emissions

10.4 Emissions

Reasons
for Omis-
sion
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Reasons

GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard GRI Standard Publication

Code Approach

305-5 GRI 305 Emissions 2016 Reduction of GHG emissions  10.4 Emissions

Emission of ozone-depleting

305-6 GRI 305 Emissions 2016 substances (SDO) 10.4 Emissions
Nitrogen oxides (NOX), sulfur
oxides (SOX), and other
305-7 GRI 305 Emissions 2016 10.4 Emissions
significant air emissions
306-1 GRI 306 Effluents and Waste 2016 Water dlgcha!rge by quality 9.2 Natural resource management
and destination
306-2 GRI 306 Effluents and Waste 2016 it Loy iyote e @lppoie] 9.2 Natural resource management

method
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GRI Standard Approach

Code

306-3

306-4

3065

103-1:307  CSSen
tial

GRI Standard
Number

GRI 306

GRI 306

GRI 306

GRI 103

GRI Standard Title

Effluents and Waste

Effluents and Waste

Effluents and Waste

Management Approach

CMIG AR RS LTI RENS REPORT 2020

Publication
Year

2016

2016

2016

2016

Standard Description

Significant spills

Transportation of hazardous
waste

Water bodies affected by wa-
ter discharges and/or runoff

Explanation of the material
topic and its Boundary: Envi-
ronmental Compliance

Location in the Text - Section

9.2 Natural resource management

9.2 Natural resource management

9.2 Natural resource management

1.2 Materiality

Reasons
for Omis-
sion
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Reasons

Approach GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard Publication

GRI Standard

Code

Essen- The management approach
103-2:307 tial GRI 103 Management Approach 2016 and its components: Environ- 9 Environmental performance;
mental Compliance

Evaluation of the manage-

103-3:307 Ezfen— GRI 103 Management Approach 2016 ment approach: Environmen- 9.1 Environmental management
tal Compliance
307-1 GRI 307 Environmental Compliance 2016 Non-compliance with environ- g 1 £ 2o mental management
mental laws and regulations
Explanation of the material
103-1:308  °SS€™  GRi103 Management Approach 2016 fopple el s SoLndel: Bt | 5 Materiality
tial ronmental Supplier Assess-
ment
Essen- The management approach 6.3 Identification and management

103-2:308 GRI 103 Management Approach 2016 and its components: Environ-

tial : of environmental and social impacts
mental Supplier Assessment

Essen- Evaluation of the manage-
103-3:308 tial GRI 103 Management Approach 2016 ment approach: Environmen-
tal Supplier Assessment

6.3 Identification and management
of environmental and social impacts
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Reasons

Approach GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard Publication

GRI Standard

Code

Supplier Environmental New suppliers that were

308-1 GRI 308 2016 screened using environmen- 6 Suppliers
Assessment L
tal criteria
Negative environmental im- .
pacts in the supply chain and Sl Ellgleny Gzl Lz gzl
Suaslier el 6.3 Identification and management
308-2 GRI 308 Asgsssment 2016 of environmental and social impacts
actions taken 6.6 Main monitoring items
Essen- Explanation of the material
103-1:401 tial GRI 103 Management Approach 2016 topic and its Boundary: Em- 1.2 Materiality
ployment
Essen- The management approach
103-2:401 . GRI 103 Management Approach 2016 and its components: Employ- 5 Employees
tial
ment
) Essen- Evaluation of the manage-
103-3:401 . GRI 103 Management Approach 2016 . 5 Employees
tial ment approach: Employment
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GRI Standard

Code

401-1

401-2

401-3

402-1

403-1

CMIG

GRI Standard

Approach Nurmber

GRI 401

GRI 401

GRI 401

GRI 402

GRI 403

GRI Standard Title

Employment

Employment

Employment

Labor/Management Rela-
tions

Occupational Health and
Safety

AR RS LTI RENS REPORT 2020

Publication
Year

2016

2016

2016

2016

2018

Standard Description

New employee hires and em-
ployee turnover

Benefits provided to full-time
employees that are not pro-
vided to temporary or part-
time employees

Parental leave

Minimum notice periods re-
garding operational changes

Occupational health and safe-
ty management system

Location in the Text - Section

5.1 Profile of employees;

5.2 Remuneration and Benefits

5.2 Remuneration and Benefits

5.6 Labor and union practices

5.7.2 Occupational Health and Safe-

ty Management

Reasons
for Omis-
sion
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. Reasons
Gl g:)adr;dard e GRI Standard Title Sl Standard Description Location in the Text - Section for Omis-

Number Year .
sion

Approach

Hazard identification, risk
assessment, and incident
investigation

Occupational Health and 5.7.2 Occupational Health and Safe-

4032 GRI 403 Safety 2018 ty Management
incidents
4033 GRI 403 Occupational Health and 2018 G el samees 5.7.2 Occupational Health and Safe-
Safety ty Management
Worker participation, consul-
tation, and communication on
403-4 GRI 403 Occupational Health and 2018 5.6 Labor and Union Practices

Safety

occupational health and
safety
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GRI Standard Publication Reasons

Elfl Sizecie GRI Standard Title Standard Description Location in the Text - Section for Omis-

Code Approach Number Year

sion

Essen- Explanation of the material
103-1:404 tial GRI 103 Management Approach 2016 topic and its Boundary: Train- 1.2 Materiality
ing and Education

Essen- The management approach
103-2:404 tial GRI103 Management Approach 2016 and its components: Training 5.4 Performance management
and Education

Evaluation of the manage-
Essen-

103-3:404 tial GRI 103 Management Approach 2016 ment approach: Training and 5.4 Performance management
Education
404-1 GRI 404 Training and Education 2016 Average hours of training per 5.5 Organizational Learning

year per employee
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Reasons

GRI Standard for Omis-

GRI Standard GRI Standard Title Publication

Number Year Location in the Text - Section

Standard Description

Approach

Code

Programs for upgrading em-
ployee skills and transition

5.1 Profile of Employees

sion

404-2 GRI 404 Training and Education 2016
assistance programs 5.5 Organizational Learning
Percentage of employees
404-3 GRI 404 Training and Education 2016 receiving regular performance 5.4 Performance management
and career development
reviews
Essen- Explanation of the material
103-1:405 tial GRI 103 Management Approach 2016 topic and its Boundary: Diver- 1.2 Materiality
sity and Equal Opportunities
Essen- The management approach
103-2:405 tial GRI 103 Management Approach 2016 and its components: Diversity 5.3 Diversity
and Equal Opportunities
Essen- Evaluation of the manage-
103-3:405 tial GRI 103 Management Approach 2016 ment approach: Diversity and 5.3 Diversity
Equal Opportunities
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Reasons

GRI Standard for Omis-

GRI Standard GRI Standard Title Publication

Number Year Location in the Text - Section

Standard Description

Approach

Code

405-1

405-2

406-1

407-1

408-1

CMIG

GRI 405

GRI 405

GRI 406

GRI 407

GRI 408

Diversity and Equal Oppor-
tunity

Diversity and Equal Oppor-
tunity

Non-discrimination

Freedom of Association and
Collective Bargaining

Child labor

AR RS LTI RENS REPORT 2020

2016

2016

2016

2016

2016

Diversity of governance bod-
ies and employees

Ratio of basic salary and re-
muneration of women to men

Incidents of discrimination
and corrective actions taken

Operations and suppliers in
which the right to freedom

of association and collective
bargaining may be at risk

Operations and suppliers at
significant risk for incidents

of child labor

sion

5.1 Profile of employees

5.3 Diversity

5.3 Diversity

6.3 Identification and Management
of Environmental and Social Im-
pacts

6.3 Identification and Management
of Environmental and Social Im-
pacts
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Reasons

Approach GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard

GRI Standard Publication
Code

Operations and suppliers with 6.3 Identification and Management
409-1 GRI 409 Forced or Compulsory Labor 2016 a significant risk of forced or  of Environmental and Social Im-
compulsory labor cases pacts

Security personnel trained in
human rights policies

410-1 GRI 410 Security Practices 2016 8.4 Human Rights

or procedures

Explanation of the material
GRI 103 Management Approach 2016 topic and its Boundary: Hu- 1.2 Materiality
man Rights Assessment

Essen-

103-1:412 ;
tial

Essen- The management approach
103-2:412 tial GRI 103 Management Approach 2016 and its components: Human 8.4 Human Rights
Rights Assessment

CMIG AR RS LTI RENS REPORT 2020 233



Reasons

Approach GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard Publication

GRI Standard

Code

Essen- Evaluation of the manage-
103-3:412 tial GRI 103 Management Approach 2016 ment approach: Human 8.4 Human Rights
Rights Assessment

Operations that have been
subject to human rights
reviews

412-1 GRI 412 Human Rights Assessment 2016 8.4 Human Rights

or impact assessments

Employee training on human

412-2 GRI 412 Human Rights Assessment 2016 X L
rights policies or procedures

8.4 Human Rights

Significant investment agree-
ments and contracts that
412-3 GRI 412 Human Rights Assessment 2016 include human rights clauses 8.4 Human Rights
or that underwent human
rights screening
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Reasons

Approach GRI Standard Title Standard Description Location in the Text - Section for Omis-
Number Year sion

GRI Standard Publication

GRI Standard

Code

Explanation of the material

103-1:413 :Eizlsen- GRI 103 Management Approach 2016 topic and its Boundary: Local 1.2 Materiality
Communities
8.1 Relationship with the commu-
nity;
Essen- The management approach
103-2:413 tial GRI 103 Management Approach 2016 and its components: Local
Communities
8.2 Territory management
Evaluation of the manage- . L
103-3:413 Ezlsen- GRI 103 Management Approach 2016 ment approach: Local Com- ﬁl,: el uslnlp W0 02 GEriril:
munities y
Operations with local commu-
nity engagement, impact
413-1 GRI 413 Local Communities 2016 8.2 Territory management

assessments, and develop-
ment programs
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Reasons

GRI Standard GRI Standard Publication

GRI Standard Title Standard Description Location in the Text - Section for Omis-

Approach Number Year

Code

sion

Operations with significant
actual and potential negative

413-2 GRI 413 Local Communities 2016 8.2 Territory management

impacts on local communi-
ties

Explanation of the material

103-1:414 :Eizls.en- GRI 103 Management Approach 2016 topic and its Boundary: Social 1.2 Materiality
Assessment of Suppliers
Essen- e e B E el 6.3 Identification and management
103-2:414 X GRI 103 Management Approach 2016 and its components: Social : - .
tial X of environmental and social impacts
Assessment of Suppliers
Essen- Evaluation of the manage- 6.3 Identification and management

103-3:414 GRI 103 Management Approach 2016 ment approach: Social As-

tial . of environmental and social impacts
sessment of Suppliers

New suppliers that were

414-1 GRI 414 Supplier Social Assessment 2016 . . o
screened using social criteria

6 Suppliers
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GRI Standard GRI Standard Publication Reasons

Approach

Code GRI Standard Title Standard Description Location in the Text - Section for Omis-

Number Year .
sion

Negative social impacts in 6.3 Identification and management

414-2 GRI 414 Supplier Social Assessment 2016 the supply chain and actions £ envi | and social
taken of environmental and social Impacts
415-1 GRI 415 Public Policy 2016 Political contributions 24D U918 | FRIIEIES ETe ]

Associations

Essen- Explanation of the material
103-1:416 tial GRI 103 Management Approach 2016 topic and its Boundary: Cus- 1.2 Materiality
tomer Health and Safety

The management approach

103-2:416 tEiz.;sen— GRI 103 Management Approach 2016 and its components: Custom- 4.4 Safe use of energy
er Health and Safety
Essen- Evaluation of the manage-
103-3:416 tial GRI 103 Management Approach 2016 ment approach: Customer 4.4 Safe use of energy

Health and Safety

4.4 Safe use of energy
Assessment of the health and
416-1 GRI 416 Customer Health and Safety 2016 safety impacts of productand

service categories
4.4 Safe use of energy
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Reasons

GRI Standard GRI Standard Publication

GRI Standard Title Standard Description Location in the Text - Section for Omis-

Approach Number Year

Code

sion

Incidents of non-compliance
concerning the health and

416-2 GRI 416 Customer Health and Safety 2016 X 4.4 Safe use of energy
safety impacts of products and
services
Requirements for product
417-1 GRI 417 Marketing and Labeling 2016 and service information and 4.4 Safe use of energy

labeling

Incidents of non-compliance
417-2 GRI 417 Marketing and Labeling 2016 concerning product and ser- 4.4 Safe use of energy
vice information and labeling

Incidents of non-compliance

417-3 GRI 417 Marketing and Labeling 2016 concerning marketing com- 4.4 Safe use of energy
munications
103-1:418 S Gpiq03 Management Approach 2016 Explanation of the material =, 5 \\ )+ criality
tial topic and its limits
103-2:418 E_ssen- GRI 103 Management Approach 2016 Ul e Z[RETEE 4.7 Information security
tial and its components
103-3:418  °S%€M  GRit03 Management Approach 2016 Evaluation of the manage- 4.7 Information security
tial ment approach
Substantiated complaints
418-1 GRI 418 Customer Privacy 2016 SEETIlG AfEEEes O oL 4.7 Information security

tomer privacy and losses of
customer data
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Reasons

GRI Standard GRI Standard Publication

GRI Standard Title Standard Description Location in the Text - Section for Omis-

Approach Number Year

Code

sion

Explanation of the material

103-1:419 Ezfen- GRI 103 Management Approach 2016 topic and its Boundary: So- 1.2 Materiality
cio-economic compliance
Essen- The management approach

103-2:419 tial GRI 103 Management Approach 2016 and its components: So- 3.2 Ethics and Transparency
cio-economic compliance

Essen- Evaluation of the manage-
103-3:419 4 GRI103 Management Approach 2016 ment approach: Socio-eco- 3.2 Ethics and Transparency
nomic compliance

Non-compliance with laws and
419-1 GRI 419 Socio-Economic Compliance 2016 regulations in the social and
economic area
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12 INDEPENDENT VERIFICATION STATEMENT

ASSURANCE STATEMENT - BUREAU VERITAS

ENGE
INTRODUCTION
Bureau Veritas Certification Brazil (‘Bureau Veritas’) was engaged by Companhia Energética de
Minas Gerais S.A. (CEMIG) to conduct an independent assurance of its Annual and Sustainability
Report for the year 2020 (hereinafter referred to as the Report).
The information published in the report is the sole responsibility of CEMIG’s management. Our
responsibility is defined according to the scope below.
SCOPE OF WORK
The scope of this verification encompassed the Standards and Principles’ of the Global Reporting
Initiative™GRI for Sustainability Reports, including the Electric Utility Sector Supplement, for the
period from 1 January to 31 December 2020.
CEMIG’S AND BUREAU VERITAS RESPONSIBILITIES
The collection, calculation and presentation of the data published in the report are CEMIG's
management sole responsibility. Bureau Veritas is responsible for providing an independent
opinion to the Stakeholders, pursuant to the scope of work defined in this declaration.
METHODOLOGY
The Assurance covered the following activities:
1. Interviews with the personnel responsible for material issues and involved in the Report
content;
2. Review of documentary evidence provided by CEMIG in relation to the reporting period
(2020);
3. Evaluation of the systems used for data compilation;
4. Analysis of CEMIG's stakeholder engagement activities; and
5. Evaluation of the method used to define material issues included in the Report, taking
into account the sustainability context and the scope of the information published.
The level of verification adopted was Limited, according to the requirements of the ISAE 3000
Standard?, which were incorporated to the internal assessment protocols of Bureau Veritas.
LIMITATIONS AND EXCLUSIONS
Excluded from the scope of this work was any assessment of information related to:
e Activities outside the defined assessment period;
« Statements of position (expressions of opinion, beliefs, goals, or future intentions) on the
part of CEMIG;
e Economic and financial information contained in this Report which has been taken from
financial statements verified by independent financial auditors;
The following limitations apply for this assurance engagement:
* The principles of Accuracy and Reliability were limited to data samples related to material
aspects published within the Report;
1. Materialty, Context, C Balance, C ity, Accuracy, Periodicity,
Clarity, and Reliability
2. Intemational Standard on Assurance 3000 - Assurance other than Audits or Reviews of Historical
Financial Information
BUREAU VERITAS CERTIFICATION Page 1 of 3
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e Economic and financial data presented within the report were assessed against the GRI
reporting principle of Balance;

e CEMIG's Greenhouse Gas (GHG) Emissions Inventory was verified by us in a specific
work, according to the criteria of ISO 14.064-1:2007 and GHG Protocol. An Assurance
Statement was issued exclusively regarding the verification of the GHG inventory.

TECHNICAL OPINION

e CEMIG presents its Report based on 19 material themes, updated through a materiality
test carried out in 2020. In our understanding, the themes resulting from this exercise,
reflect the impacts of CEMIG's activities in a balanced way;

e CEMIG reported its performance in relation to sustainability goals, allowing an objective
analysis by the reader;

e During the Verification process, some inconsistencies found in the reporting data, in
relation to one or more Principles of the GRI Standard, were satisfactorily corrected;

e Itis our understanding that sufficient indicators were reported, including those from the
Electric Utility Sector Supplement, to achieve the Core option of the GRI Standard for
Sustainability Reports.

CONCLUSION
As a result of our assurance nothing has come to our attention that would indicate that:
= The information presented in the Report is not balanced, consistent and reliable;

= CEMIG has not established appropriate systems for the collection, aggregation and
analysis of quantitative and qualitative data used in the Report;

= The Report does not adhere to the Principles for defining report content and quality of the
GRI Standards and does not meet its Core level.
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BUREAD
VERiTAS

DECLARATION OF INDEPENDENCE AND IMPARTIALITY

Bureau Veritas Certification is an independent professional services firm specializing in Quality,
Health, Safety, Socialand Environmental Management, with more than185 years’ experience in
independent assessment.

Bureau Veritas has a quality management system that is certified by a third party, according to
which policies and documented procedures are maintained for the compliance with ethic,
professional and legal requirements.

The assessment team has no links with CEMIG and the assessment is performed independently.
Bureau Veritas implemented and follows a Code of Ethics throughout its business, in order to
assure that its staff preserve high ethical, integrity, objectivity, confidentiality and competence/
professional attitude standards in the performance of their activities. At the end of the assessment,

a detailed report was drawn up, ensuring traceability of the process. This Report is kept as a
Bureau Veritas management system record.

CONTACT

Bureau Veritas Certification is available for further clarification on
www.bureauveritascertification.com.br/faleconosco.asp or by telephone (55 11) 2655-9000.

Séao Paulo, Brazil, April 20, 2021.

Rubens da Silva Ferrreira
Lead Auditor Assurance Sustainability Reports (ASR)
Bureau Veritas Certification — Brazil
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