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Florianópolis - Santa Catarina, November 14, 2017 - Centrais Elétricas de Santa Catarina SA - Celesc (BM & 
FBOVESPA: CLSC3, CLSC4; OTC: CEDWY), holding company in the energy sector, operating in the areas of 
generation, transmission, and distribution of natural gas, announces results for the third quarter of 2017. The 
Company's financial information, except where indicated otherwise, is presented in millions of Reais (R$ 
million) as of September 30, 2017 and was prepared in accordance with Brazilian accounting rules resulting 
from the effective application of International Financial Reporting Standards (IFRS). 
 

 Consolidated EBITDA reached R$ 435 million in 9M17, 178.7% higher than 
9M16 

Energy distributed by Celesc D grew 3.0% in nine months of the year 
 

Key Highlights: 

¶ 3.5% growth in Energy Distributed in 3Q17 in the grant area of CELESC D, totaling 5,823 GWh, 
outstanding for the free consumers category, which grew by 20.7% in relation to 3Q16. In the 
9M17 an increase of 3.0%, totaling 18,089 GWh which is impressive for the residential class and 
free consumers that grew 1.1% and 28.4% respectively in relation to 9M16; 

¶ Quality of service indicators: DEC was 9.16 hours (0.1% reduction) and the FEC was 6.16 times 
(1.4% decrease) in 9M17; 

¶ Consolidated Net Operating Revenue (excluding Revenue from Construction) totaled R$ 1.8 
billion in the quarter, an increase of 27.0%, and R$ 4.8 billion in the year, an increase of 16.7%; 

¶ Energy expenses (non-manageable costs) increased 37.6% (+ R$ 387.8 million) in 3Q17 
compared to 3Q16. In 9M17, it recorded growth of 9.1% (+ R$ 306.8 million); 

¶  PMSO expenses (manageable costs) increased slightly by 1.2% (+ R$ 2.4 million) in 3Q17 
compared to 3Q16. In the nine months of 2017, they grew by 0.2% (+ R$ 1.5 million); 

¶ Consolidated Net Income of R$ 59.3 million, which dropped 51.2% (-R$ 62.3 million) compared 
to 3Q16 and a net income of R$ 61.5 million, which was up 310.1% compared to 9M16; 

¶ The Celesc Group ended the period with negative Net Consolidated Debt of R$ 428.8 million 
(net positive cash), equivalent to -0.8x Adjusted EBITDA 12M; and 

¶ Celesc's preferred shares (CLSC4) appreciated 19.39% in the quarter, practically matching the 
Ibovespa (18,12%),and surpassing the IEE (8,43%). 

 

 

 
 

BRL 885.0 MM

USD 281.0 MM

Net Debt\Aj EBITDA LTM (DisCo): -0.8x

EPS 3Q17 (BRL/share): 1.54

Book Value (BRL/share): 55.41

Price/BV: 0.4x

For more information, please access

the website www.celesc.com.br/ri or

contact the Investor Relations Area:

Phone: 55 48 3231-5100

ri@celesc.com.br

Market Value at 09/30/2017

Free Float: 75,5%

 Other Indicators at 09/30/2017 

Change in 3Q17

CLSC4: 19,39%

Ibovespa: 18,12%

Preferred Share Price at 09/30/2017

CLSC4          BRL 21,49/share

 Conference Call 

2016 2017 ȹ 2016 2017 ȹ

Operating Indexes

Celesc Distribuição - Energy Sales (GWh) 5,627          5,823      3.5% 17,561    18,089    3.0%

Celesc Geração - Energy Produced (GWh) 127             87            -31.5% 464          350          -24.5%

SCGÁS - Natural Gas Sales (thousand/m³) 167             169          1.2% 466          486          4.4%

Financial Indexes - Consolidated (R$ Million)

Gross Operating Revenue 2,481.3 2,991.2 20.5% 7,755.9 8,305.2 7.1%

Net Operating Revenue 1,433.6 1,820.1 27.0% 4,131.2 4,820.3 16.7%

Operating Costs and Expenses (1,405.3) (1,846.3) 31.4% (4,473.1) (4,858.1) 8.6%

EBITDA (IFRS) 197.8 140.9 -28.8% 156.1 435.0 178.7%

EBITDA Margin 13.8% 7.7% 3.8% 9.0%

EBITDA (IFRS  -  Non-Recurring) 195.9 140.9 -28.1% 352.6 413.5 17.3%

Adjusted EBITDA Margin 13.7% 7.7% 8.5% 8.6%

Net Income (IFRS) 121.7 59.3 -51.2% (29.3) 61.5 310.1%

Net Margin 8.5% 3.3% -0.7% 1.3%

Net income (IFRS  -  Non-Recurring) 120.4 59.3 -50.7% 121.2 156.7 29.3%

Adjusted Net Margin 8.4% 3.3% 2.9% 3.3%

Investments Made in Generation and Distribution of Electricity 112.2 117.3 4.5% 312.8 328.6 5.0%

 Main Highlights 
3nd Quarter Accumulated 9 Months

3Q17 
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DISCLAIMER 
 
The information contained in this Earning Results Release may include statements that represent expectations about the Company's 
business, financial and operational goals and projections. Any such statements are mere forecasts based on management's 
expectations that may not materialize and are not a guarantee of the Company's future performance. 
 
Such statements and prospective information are and will be subject to risks, uncertainties and are highly dependent on market 
conditions, the general economic performance of the country, industry and international markets, whatever the case may be. 
 
It should also be noted that the estimates and projections refer to the date they were expressed, and the Company does not 
undertake to publicly update or revise any of these estimates due to the introduction of new information, future events or any other 
factors, except to comply with current regulations. 
 
Accordingly, none of the Company's representatives, advisors or related parties may be held liable for any decision arising out of the 
use of the contents of this document. The information contained in this material should not be construed as offering, inviting or 
soliciting the offer of subscription or purchase of any securities, nor shall it constitute the basis of a contract or commitment of any 
kind. 
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1 ς General Vision 
 
Centrais Elétricas de Santa Catarina S.A. - CELESC is one of the largest companies in the Brazilian electric sector, mainly featuring the 
areas of distribution and generation of energy. Structured as a Holding Company in 2006, the Company has two wholly-owned 
subsidiaries - Celesc Geração SA and Celesc Distribuição SA In addition, it holds the controlling interest of the Gas Company of Santa 
Catarina (SCGÁS) and is a partner of Dona Francisca Energética SA (DFESA ), Companhia Catarinense de Transmissão de Energia SA 
(ECTE), Companhia Catarinense de Agua e Saneamento (CASAN), and the projects of the Cubatão Hydroelectric Power Plant SA and 
EDP Transmissão Aliança SC. 
 
Its majority shareholder is the State of Santa Catarina, which owns 50.2% of the Company's common shares, corresponding to 20.2% 
of Total Capital. 
 

CELESC Ownership and Corporate Structure 
September ς 2017 

 

 
 

Wholly Owned Subsidiaries 

Celesc Distribuição S.A. 

The company carries energy to more than 2.8 million consumer units located in 264 municipalities in Santa Catarina (92% of the 
state's territory) and in Rio Negro, in Parana. The company is still responsible for the supply of electric power to the service of four 
concessionaires and 16 licensees, which operate in the other municipalities of Santa Catarina. 
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Celesc Distribuição is the second largest ICMS collector in Santa Catarina and the 6th largest Brazilian electricity distributor in supply 
revenue, the 7th in volume of distributed energy and the 10th in number of consumer units1. On a monthly basis, the company 
distributes more than 1.8 million MWh and its annual gross revenue reached R$ 10.4 billion figures in 2016.

 
 

 

Celesc Geração S.A.2  

Celesc Geração is the subsidiary of the Celesc Group that operates in the electric power generation segment through the operation, 
maintenance and expansion of its own generation park and through participation in power generation projects in partnerships with 
private investors. 

 
On September 30, 2017, the company had its own generator park formed by 12 plants, of which 8 were Small Hydroelectric Plants - 
PCHs and 4 Hydroelectric Generating Plants - CGHs. In addition, the company holds a minority interest in another 8 SHPs developed in 
partnership with private investors, in the format of Special Purpose Companies (SPE). The total generation capacity of Celesc Geração 
in operation in the period was 114.8 MW, of which 106.75 MW were related to the owned plant and 8.05 MW related to the 
generator set established with partners - already proportional to the Celesc Geração shareholding in these enterprises. The table 
below presents the SHPs 100% owned by Celesc Generation: 

 

                                                 
1 Source: www.aneel.gov.br (Management Information ς June/17). 
2 Further details of the relevant regulatory and legal aspects involving the plants of the generator park are available in item 2.2.3 of this Release. 

http://www.aneel.gov.br/
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The company participates in Special Purpose Societies that enable new ventures in which Celesc Geração holds a minority interest. 
The following are projects that are already in operation: 

 

 
 
In recent years, driven by the strategic positioning of increasing its own generation capacity, the Company started investing in the 
repowering of its own plants and in the expansion of partnerships to make feasible projects for the construction of new projects, 
including the diversification of the energy matrix. The tables below present other enterprises under development by the company and 
their respective stages: 
 

Own Generating Plants | Plants 100% from Celesc Geração S.A.

PLANTS Location
Concession 

Expiration

Installed 

Capacity 

(MW)

Guaranteed 

Energy (MW)

PCH Pery* Curitibanos/SC 09/07/2017 30.00 14.08

PCH Palmeiras Rio dos Cedros/SC 07/11/2046 24.60 16.70

PCH Bracinho Schroeder/SC 07/11/2046 15.00 8.80

PCH Garcia Angelina/SC 07/07/2045 8.92 7.10

PCH Cedros Rio dos Cedros/SC 07/11/2046 8.40 6.75

PCH Salto Blumenau/SC 07/11/2046 6.28 3.99

PCH Celso Ramos Faxinal dos Guedes/SC 17/03/2035 5.40 3.80

PCH Caveiras Lages/SC 10/07/2018 3.83 2.77

CGH Ivo Silveira Campos Novos/SC ** 2.60 2.03

CGH Rio do Peixe Videira/SC ** 0.52 0.50

CGH Piraí Joinville/SC ** 0.78 0.45

CGH São Lourenço Mafra/SC ** 0.42 0.22

Total - MW 106.75 67.19

** Pow er plants w ith capacity below  3 MW are exempted from the concession act.

* Concession extended for another 30 years, becoming effective on July 10, 2017.

Projects in operation | Celesc Geração S.A. holds minority Stake

Plants Location
Concession 

Expiration

Installed 

Capacity 

(MW)

Guaranteed 

Energy

(MW)

% Stake 

Celesc 

Geração

Equivalent 

Installed 

Capacity 

(MW)

Equivalent 

Guaranteed 

Energy (MW)

PCH Rondinha Passos Maia/SC 05/10/2040 9.60 5.48 32.5% 3.12 1.78

PCH Prata Bandeirante/SC 05/05/2039 3.00 1.68 26.0% 0.78 0.44

PCH Belmonte Belmonte/SC 05/05/2039 3.60 1.84 26.0% 0.94 0.48

PCH Bandeirante Bandeirante/SC 05/05/2039 3.00 1.76 26.0% 0.78 0.46

PCH Xavantina Xanxerê/SC 07/04/2040 6.08 3.54 40.0% 2.43 1.42

Total - MW 25.28 14.30 8.05 4.57
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All the plants of the generator park itself, Companhia Energética Rio das Flores3 and Xavantina Energética participate in the MRE 
(Energy Relocation Mechanism), a system used to transfer energy from those plants that produced in excess of the physical guarantee 
to those that produced less, mitigating the risk of generation. 
 
As disclosed in the Market Notice of 04/24/2017, the Consortium Aliança, formed by EDP - Energias do Brasil, with a 90.00% stake, 
and Celesc Geração, with a 10.00% interest, won the bid for Lot 21 of ANEEL Auction No. 05/2016, which constituted the Bidding for 
the Public Service Concession of Electric Power Transmission, including the Construction, Operation and Maintenance of Transmission 
Installations of the National Interconnected System, which occurred at B3, by offering a discount of the annual allowable revenue 
proposal (RAP) of R$ 171,824 million, compared to the maximum total of R$ 264,343 million established by Aneel. The conditions 
obtained in the auction result in a profitability of 12% real shareholder, above the target established in the Company's Master Plan 
(10%). 
 
Lot 21 was the third largest project offered at the auction, and demanded investments of around R$ 1.125 billion. It is composed of 
several facilities in the state of Santa Catarina, including three 525 kV transmission lines (Abdon Batista - Siderópolis 2, with 261 
kilometers, Biguaçu - Siderópolis 2, with 149 kilometers, and Campos Novos - Abdon Batista with 39 kilometers) ; two 230 kV lines 
(Siderópolis 2 - Forquilhinha, with 28 kilometers, and Siderópolis 2 - Siderópolis, with 7.5 kilometers), besides the substation 525/230 
kV Siderópolis 2. The facilities goal is the expansion of the system of the southern region of the state of Santa Catarina, reducing the 
dependence of the local thermal dispatch. The deadline for completion of the works is 60 months and the commercial start date is set 
for August 2022, with possibility of anticipation. 
 
The table below summarizes the main information of the enterprise: 
 

 
 

 
 
 
 
                                                 
3 SPE Rio das Flores encompasses the SHPPs Prata, Belmonte and Bandeirante. 

Projects under development | Celesc Geração S.A. holds 100%

PLANTS Location
Concession 

Expiration

Installed 

Capacity 

(MW)

Guaranteed 

Energy

(MW)

Power 

Addition 

(MW)

Physical 

Warranty 

Addition 

(MW)

Final Power 

(MW)

Final Physical 

Warranty (MW)

Expected date of 

commissioning
STATUS

PCH Celso Ramos Faxinal dos Guedes/SC 17/03/2035 5.62 3.80 7.20 3.76 12.82 7.56 Jul/18 Internal approvals

PCH Salto Blumenau/SC 07/11/2046 6.28 3.99 23.70 12.41 29.98 16.40 N/D** Project in Analysis at ANEEL

PCH Cedros Etapa 1 Rio dos Cedros/SC 07/11/2046 8.40 6.75 3.50 1.07 11.90 7.82 N/D** Inventory Study

PCH Cedros Etapa 2 Rio dos Cedros/SC 07/11/2046 8.40 6.75 1.00 0.64 9.40 7.39 N/D** Inventory Study

PCH Palmeiras Rio dos Cedros/SC 07/11/2046 24.60 16.70 0.75 0.48 25.35 17.18 N/D** Inventory Study

CGH Maruim São José/SC * 1.40 *** 1.40 *** 1.40 *** Jan/19 Environmental licensing (LAI)

Total - MW 44.90 31.24 37.55 18.36 82.45 45.61

* Pow er plants w ith a pow er of less than 3 MW are exempt from the concession act.

** Depends on regulatory procedures

*** Defined w ith ongoing project review . Plant Deactivated since the 1970s.

Projects under development | Celesc Geração S.A. holds minority Stake

Plants Location
Concession 

Expiration

Installed 

Capacity 

(MW)

Guaranteed 

Energy*

(MW)

% Stake 

Celesc 

Geração

Equivalent 

Installed 

Capacity 

(MW)

Equivalent 

Guaranteed 

Energy* 

(MW)

Date of entry of 

new capacity
STATUS

PCH Painel São Joaquim/SC 18/03/2043 9.20 4.80 32.5% 2.99 1.56 N/D Project Review

PCH Campo Belo Campo Belo do Sul/SC 19/05/2044 9.95 4.13 30.0% 2.99 1.24 N/D Project Review

PCH Garça Branca Anchieta/SC 13/03/2043 6.50 3.40 49.0% 3.19 1.69 1S18 Project started in 1S15

Total - MW 25.65 12.33 9.16 4.47

TRANSMITTER Location
Concession 

Expiration
Km Line Substations

Expected date 

of 

commissionin

g

EDP Transmissão Aliança SC Santa Catarina 11/08/2047 485.00 1 11/08/2022

STATUS

Licensing

http://celesc.firbweb.com.br/wp-content/uploads/2017/02/COMUNICADO-AO-MERCADO-RESULTADO-DO-LEILAO-TRANSMISSAO-05-2016.pdf
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Owned 
Gas Company of Santa Catarina ς SCGÁS 
SCGÁS is the second largest gas distributor considering the number of municipalities supplied in Brazil. Santa Catarina is the third state 
with the largest natural gas distribution network (1,094 kilometers) and the third having the largest number of industries supplied 
with natural gas (227), as well as having the third largest network of vehicular gas stations (NGV) of the country (62). 
 

 
 
With 100% grants for exploration of natural gas distribution services in the territory of Santa Catarina, the company markets and 
distributes approximately 1.8 million cubic meters of natural gas to 8.9 thousand customers every day. SCGÁS has a concession 
agreement for the operation of piped gas distribution services, signed on March 28, 1994, with a term of 50 years (2044). Below is a 
chart of Celesc's stake in SCGás, having 51% of the common shares and 17% of the total share capital. 

 
 

           
 

It should be noted that in 2013 the Santa Catarina State Attorney General's Office (PGE), representing the Government of the State of 
Santa Catarina and Celesc, filed a motion to compensate SCGÁS, Petrobras Gás SA - Gaspetro, Mitsui Gás e Energia do Brasil Ltda. and 
Infragás S.A., questioning changes in the capital stock and the Shareholders' Agreement in 1994, and obtained a favorable ruling in a 
lower court. Meanwhile, shareholders Mitsui Gás and Gaspetro filed an injunction, suspending the effects of the ruling in the lower 
court, and presenting appropriate judicial remedies. Currently, the effects of the sentence are suspended until the hearing of the 
stated case. 
 

Other Holdings 
Company Catarinense de Transmissão de Energia ς ECTE 
Founded with the specific purpose of exploring electric power transmission lines in the south, southeastern and coastal regions of 
Santa Catarina, the company is a concessionary of the LT SE Campos Novos - SE Blumenau, with a length of 252.5 km. The line is 
responsible for the transportation of approximately 20% of the assured energy to supply demand in the concession area of Celesc 
Distribuição. In December 2011, the company acquired the right to build the Abdon Batista (525 / 230kV) and Gaspar (230 / 138kV) 
substations through its subsidiary Companhia de Transmissão Serrana S.A. - ETSE. These lines were energized in January 2015 and 

Share
ON

Share
ON Total
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March 2015 respectively. The jointly-owned subsidiary ECTE holds an electricity transmission concession contract dated November 1, 
2000, with a term of 30 years. For its subsidiary ETSE, the electricity transmission concession contract is dated May 10, 2012, with a 
term of 30 years. Celesc holds 30.88% of the Company's capital stock, as shown below: 

 
 

 
Dona Francisca Energética S.A ς DFESA 
An independent power producer, DFESA owns the Dona Francisca Hydroelectric Power Plant, built on the Jacuí River in Rio Grande do 
Sul, with an installed capacity of 125MW and assured energy of 80MW. The venture was inaugurated in May 2001. The affiliate DFESA 
has a concession agreement dated August 28, 1998, with a term of 35 years. Celesc holds 23.03% of the company's capital stock, as 
shown below: 

 
Company Catarinense de Água e Saneamento ς CASAN 
CASAN's role is to plan, execute, operate and explore water supply and sanitation services in its concession area. Currently, the 
services provided by the company cover 201 municipalities in the State of Santa Catarina and 1 in Parana, serving a population of 2.5 
million consumers with treated water and 319,000 with collection, treatment and final destination of sanitary sewage. Celesc holds 
15.48% of the Company's total share capital, both common and preferred shares, as shown below:  

 
 

           
 
 

Estado de 
SC

61.9%

SC 
Parcerias 

18%

Celesc
15.5%

Codesc
4.5%

Share
ON

Estado de 
SC

66.5%

SC 
Parcerias

18%

Celesc
15.5%

Share
ON

Estado de 
SC

64.2%

SC 
Parcerias

18%

Celesc
15.5%

Codesc
2.3%

Total
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Plant- Hidrelétrica Cubatão S.A. 
Specific Purpose Society established in 1996 for the implementation of the Cubatão Hydroelectric Power Plant, in the region of 
Joinville (SC), with installed capacity of 50MW. With a history of environmental obstacles, rejection of the litigation for the concession 
period and consequent economic impracticability for the development of the project, the enterprise requested the regulatory 
instituion to amicably terminate Concession Agreement No. 04/1996 (ANEEL Case No. 48100.003800 / 1995 -89). Celesc holds 40% of 
the Company's Capital Stock, as follows: 
 

:  
 

2.1 ς Celesc Distribuição S.A. 
2.1.1 ς Operational Performance 

 
Electric energy market in Santa Catarina 
 

 
 
The total load supplied by the concessionaire includes the portions related to the Captive Market load, the losses of the electricity 
system, the free consumers load, self-producers consumption units and independent producers connected to its network. 
 

Electric Power Balance 
We can summarize the TRC (total required consumed) as the total load (measurement), withdrawing the energy from free consumers 
(measurement) and adding the total losses (internal and basic network). In this period, CCEE contracts (quantity plus availability), 
22.0% (940 GWh) Itaipu and 17.8% (763 GWh) were accounted for by the Electric Energy Trading Chamber - CCEE 58.1% (2,486 GWh) , 
and 2.1% (89 GWh) others. 

 

Year 3Q 9M

Brazil (GWh)* 2017 139,574 419,023

2016 131,015 405,706

ȹ 6.5% 3.3%

Brazilian South (GWh) 2017 23,978 72,823

2016 22,317 70,060

ȹ 7.4% 3.9%

Carga Celesc Distribuição S.A. (GWh)** 2017 6,373 19,777

2016 6,057 19,175

ȹ 5.2% 3.1%

Source: ONS / Celesc D

* Refers to the National Interconnected System - SIN.

** Pow er injected in the distribution netw ork.

Celesc Distribuição S.A. | Energy Load (GWh) 
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According to the regulation of the electricity system, the Distributors must maintain a level of contracts within the regulatory limit 
(currently between 100% and 105% for overcontracting), and contracting within the limit has a full tariff pass with the tariff and the 
counterpart being accounted for as a sectoral financial asset. The amount that falls outside the regulatory range and is considered 
voluntary by the regulator is the distributor's risk. As of the close of the third quarter of 2017, the company's contracting level was 
103.75%, therefore, within the range of 100% and 105%. It is important to note that penalties and non-pass tariffs are calculated only 
for the annual result, in which the Distributor is expected to stay within the regulatory limit, thus guaranteeing the full tariff pass for 
energy costs purchased. 

 
Distributed Energy 

 
 
According to the table above, the energy supplied to the Captive Market dropped by 4.6% (-175.9 GWh) in the quarter compared to 
the third quarter of 2016, reaching 3,656 GWh, a result influenced directly by the vertiginous drop in the industrial class due to the 
strong migration to the free market. Year-to-date, there was a fall of 6.8% (-857 GWh), totaling 11,818 GWh, mainly due to the 
migrations occurring throughout the year. 

CCEAR (quantity) 1,376

CCEAR (availability) 1,110

ANGRA 178

ITAIPU 940

PROINFA 101

SHORT TERM SETTLEMENT -190

QUOTES 763

4,277 TOTAL CONSUMPTION REQUIRED (TRC)

Celesc Distribuição S.A. | Energy Distributed per Class (GWh) 2,166 4,886 6,271

3Q16 3Q17 ȹ 9M16 9M17 ȹ

Captive Market 3,832 3,656 -4.6% 12,675 11,818 -6.8%

Residential 1,288 1,283 -0.4% 4,196 4,242 1.1%

Industrial 824 642 -22.0% 2,733 1,939 -29.0%

Commercial 733 702 -4.3% 2,628 2,439 -7.2%

Rural 310 327 5.5% 985 1,034 4.9%

Other Classes 677 702 3.7% 2,133 2,163 1.4%

Public Entities 99 102 2.8% 324 325 0.3%

Public Lighting 154 162 5.2% 453 475 4.8%

Public Service Co. 83 86 3.9% 256 263 3.0%

To Other Utilities 341 352 3.2% 1,100 1,100 0.0%

Free Consumers 1,792 2,164 20.7% 4,877 6,262 28.4%

Industrial 1,591 1,880 18.1% 4,334 5,417 25.0%

Comercial 114 186 62.9% 309 567 83.2%

Rural 9 13 45.1% 30 38 27.6%

Supply 77 84 9.1% 204 241 17.9%

Total (Captive Market + Free Market) 5,624 5,820 3.5% 17,552 18,080 3.0%

Own consumption 2 3 2.7% 9 9 -0.4%

Total 5,627 5,823 3.5% 17,561 18,089 3.0%

Class 
Consumption (GWh)
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The Free Market, in line with the movement that occurred in 2015, which was repeated in 2016 and is also occurring in 2017, 
increased by 20.7% (+371 GWh) in the quarter, due to the increase in the number of free consumers, registering 802 free consumers 
in September 2017, an increase of 228 units (+ 40%) compared to 9M16, when it registered 574 free consumers, and 32 more 
compared to 6M17 when it indicated 770 free consumers. 
 
In September 2016 the Captive Market accounted for 72.2% of the total energy distributed and the Free Market 27.8%. In September 
2017, the Captive Market represented 66.4% (66.6% in 6M17, 68.4% in 3M17 and 70.7% in 12MT16) of the total energy distributed in 
the concession area of Celesc Distribuição and Mercado Livre 34.6% (33.4% in 6M17, 31.6% in 3M17 and 29.3% in 12M16). The 
migration from the captive market to the free market is a liberality of the consumer, not impacting economically on the distributor 
since all migrated energy is susceptible of being released from contract or considered unintentional surplus. 
 

Captive Market Performance by Consumption Class 
Residential 
The residential class, which accounts for 35.9% of Celesc Distribuição's captive consumption, showed a slight fall of 0.4% (-5.4 GWh) in 
energy consumption in the quarter compared to the same period of the previous year, reaching 1,283 GWh (+144,226 consumer 
units), this result can be explained, in part, by the milder climate in 3Q16, and also by the crisis that still affects the country. Year-to-
date it increased by 1.1% (+46.9 GWh) to 4,242 GWh. 

 
Industrial 
The captive industrial consumer class, which accounted for approximately 16.4% of total consumption, fell by 22% in 3Q17 compared 
to the same period of the previous year, totaling 642 GWh (+844 consumer units) versus 824 GWh in 3Q16. This sharp fall was mainly 
due to the weak performance of the industrial sector and also due to the strong migration of consumers to the Free Market, as has 
been occurring in recent quarters. Year-to-date, it recorded a drop of 29%, totaling 1,939 GWh. 
  

Commercial 
In the Commercial segment, which represents 20.6% of the captive market, consumption fell 4.3% in the third quarter of this year 
compared to 3Q16, reaching 702 GWh (+6,556 consumer units). The commercial class has similar behavior to the industrial class, 
being affected by the migrations to the Free Market. In 9M17, it recorded a decrease of 7.2% in comparison with 9M16. 
 

Rural 
Rural class captive market consumption increased by 5.5% in the third quarter of 2017 compared to the same period of the previous 
year, totaling 327 GWh (+117 consumer units). 
 

Other Classes (Public Power, Public Lighting, Public Service and Resale) 
The consumption of other segments increased 3.7% in the third quarter of 2017 compared to the third quarter of 2016, totaling 702 
GWh, with public lighting registering 162 GWh (+ 5.2%), public service 86 GWh ( + 3.9%), energy supply 352 GWh (+ 3.2%) and public 
power 102 GWh (+ 2.8%). 
 

Free Market Performance 
In the third quarter of the year, consumption of free customers located in Celesc Distribuição's concession area showed a positive 
variation of 20.7% (+371.5 GWh) compared to the same period of 2016, reaching 2,164 GWh, out of 86 , 5% representing the 
industrial class that increased 18.1% (+288.5 GWh), totaling 1,880 GWh in the quarter against 1,591 GWh in 3Q16. The increase in 
free customers' consumption, similar to what occurred in 2016 (+ 13.1% in 2Q16, + 31.1% in 3Q16 and + 36% in 4Q16) and also 
occurred in 2017 (+37.7% % in 1Q17, + 28.3% in 2Q17 and + 20.7% in 3Q17)), mainly reflects the migration of captive industrial and 
commercial clients to the free market due to the lower price of energy in the free market, and in September (500 Industrial, 276 
Commercial, 6 Rural and 20 Resale), consisting of 228 customers more than the third quarter of 2016 (574 customers), 32 more 
customers than 6M17 (770 customers) ), and 66 more customers than 3M17, and 126 more customers than 12M16 (676 customers). 
 
Of the total market supplied by Celesc Distribuição in the third quarter of 2017, the captive market accounted for 65.4% and free 
customers accounted for 34.6%. The graph below shows the share of each class of consumption in the captive market, between free 
consumers and the total market (captive + free): 
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Distribution Losses  
According to the latest Celesc Distribuição Tariff Review (4CRT), the regulatory loss of distribution was estimated at 7.42% of the 
energy injected into the distribution system of the concessionaire. Of this total, 6.02% refers to the volume of technical losses and 
1.40% of non-technical losses. In the last 12 months up to September 2017, global losses represented 8.44% (2,185.1 GWh) of the 
injected energy, being 6.07% (1,580.3 GWh) related to technical losses defined by PRODIST - Module 7, revised at the beginning of 
each year, thus adjusting the 12-month moving average, and 2.37% (604.7 GWh) correspond to non-technical losses, calculated by 
difference. The chart below shows the evolution of losses in distribution in the Company's concession area: 
 

  
 
 
 

In this way, total losses were less than 1.02% above the tariff limit, making an estimated value without accumulated tariff coverage 
from January to September of R$ 49.8 million. 
 
Considering the combination of the tariff increase from 2015 and the economic crisis, there was an increase in the number of 
clandestine connections (43% of non-technical losses), fraud and adulteration (32% of non-technical losses), which together with 
errors and measurements (14% of non-technical losses) were factors causing the increase in non-technical loss since 2015. 
 
In order to reduce the percentage of losses, the company has implemented a work plan in recent quarters to reduce and recover 
these losses, working consistently for its detection, improving the fight against commercial (non-technical) losses, identifying cases of 
suspicion of irregularity by means of algorithm (online verification), continuous procedures and focused on the identification of cases 
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of fraud and/or technical deficiency, besides integration of corporate systems and revision of work processes (inspection targets), 
implementation of antitheft systems, and regularization of clandestine connections. 
 

System Efficiency Indicators 
Celesc Distribuição SA's DEC (average duration of interruptions per consumer unit) index was 9.16 hours in the first nine months of 
2017 (2.74 hours in the quarter), 0.1% less than in the same period of 2016, equivalent to 75.6% of the limit established by ANEEL for 
2017. In the same period, the number of interruptions per consumer unit (FEC) dropped 1.4%, representing 6.16 interruptions (1.87 
interruptions in the quarter ), equivalent to 61.6% of the regulatory limit established for 2017 in this indicator. 

 
According to Normative Resolution 664/2015 (PRODIST - MODULE 7), ANEEL establishes for each Distributor, limits for interruption  
indicators (DEC and FEC), with violation of individual limits (DIC, FIC and DMIC ) generates compensation by the distributors to the 
affected consumers, which occurs automatically via credit in an invoice up to two months after the calculation period. 

 
In the third quarter of 2017, a breach of the quality indicators (DEC and FEC) and its individual form (DIC, FIC and DMIC) generated a 
fine of R$ 2.5 million for Celesc Distribuição, 59% higher than in the same period of the year (R$ 1.5 million in 3Q16). In the entire 
year, the cost incurred was R$ 11.7 million, 14% higher than the accumulated in 2016 (R$ 10.3 million). 
 

2.1.2 ς Financial/Economic Performance 

 

 
 

 
 
 

Celesc Distribuição S.A. | Main Highlights (IFRS)

2016 2017 ȹ 9M16 9M17 ȹ

Gross Operating Revenue 2,448.1 2,947.5 20.4% 7,658.7 8,184.0 6.9%

Deductions from Operating Revenue (943.7) (1,057.2) 12.0% (3,333.9) (3,171.2) -4.9%

Net Revenue 1,504.4 1,890.3 25.6% 4,324.9 5,012.7 15.9%

Operating Costs and Expenses (1,380.7) (1,814.7) 31.4% (4,401.5) (4,781.4) 8.6%

Electricity Costs (1,028.1) (1,416.6) 37.8% (3,342.0) (3,650.8) 9.2%

Operating Expenses (352.5) (398.1) 12.9% (1,059.5) (1,130.5) 6.7%

Operating Results 123.8 75.6 -38.9% (76.7) 231.4 401.8%

EBITDA 172.6 126.0 -27.0% 71.8 381.0 431.1%

EBITDA Margin (%) 12.3% 7.1% 1.8% 8.1%

Financial Result 48.1 (14.6) -130.3% (17.0) (142.1) 735.4%

Income Tax / Social Contribution (58.0) (6.0) -64.5% 32.0 (45.7)

Profit / Loss Net 113.9 55.0 -52% (61.6) 43.6 170.8%

Net Margin (%) 8.1% 3.1% -1.5% 0.9%

 R$ Million 
3nd Quarter Accumulated 9 Months
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Outcome Highlights 
The main highlights in Celesc Distribuição's results in the period were: 

i.  An increase of 20.4% in Gross Operating Revenue (ROB) in the quarter and 6.9% in the year to date, due to the positive 
effect of R$ 327.6 million in regulatory assets, compared to R$ 113.5 million in regulatory liabilities recorded in 3Q16, as 
will be detailed below in the ROB analysis; 

ii. ROL (Net Operating Revenues) increased by 25.6% (+ R$ 385.9 million) in quarters and 15.9% (+ R$ 688 million) in the 
ȅŜŀǊΩǎ ŀŎŎǳƳǳƭŀǘŜŘ ǊŜǎǳƭǘ due to the same reasons mentioned above; 

iii. 37.8% increase in energy costs, mainly due to the increase in thermal costs; iv) EBITDA decreased by 27.0% (R$ 126.0 
million) in the quarter, however in the year it was up 431.1% (+ R$ 308.6 million); 

iv. The Financial Result was negative by R$ 14.6 million, influenced by the R$ 23.9 million increase in the CDE's financial 
expenses; 

v. Net Income was positive by R$ 55.0 million, reversing the negative result 11.4 million (loss) of the accumulated to 6M17, 
reflecting the negative financial result recorded in 2Q17.  

 
Considering that the company did not present non-recurring effects in the quarter, both EBITDA and IFRS Income were similar to 
EBITDA and adjusted profit. 
 

 
 

  

Celesc Distribuição S.A. | Ajusted Result*

2016 2017 ȹ 9M16 9M17 ȹ

Adjusted EBITDA 172.6 126.0 -27.0% 273.9 359.5 31.3%

Adjusted EBITDA Margin (%) 12.3% 7.1% 6.8% 7.6%

Adjusted Net Profit / Loss 113.9 55.0 -51.7% 92.6 138.8 49.8%

Adjusted Net Margin (%) 8.1% 3.1% 2.3% 2.9%

* IFRS  - Non-Recurring itens.

 R$ Million 
3nd Quarter Accumulated 9 Months
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Gross Operating Revenue 
Excluding the effects of Construction Revenue4 (R$ 110.1 million in 3Q17 and R$ 302.1 million in 9MT17), Gross Operating Revenue 
increased by 20.9% (+ R$ 490.8 million) to R$ 2,837.4 million in the quarter and 6.9% (+ R$ 506.2 million), totaling R$ 7,881.8 million 
in the year, respectively. The increase in ROB in the quarter was mainly due to the evolution of the Regulatory Assets (CVA). 
 
 

 
 
The following are the main factors that influenced ROB performance: 

i. Retraction of 4.5% in the quarter in the item Revenue with Electricity Supply, reflecting the fall in consumption of the captive 
market (reduction of 4.6% in 3Q17). Revenue from supply with consumption classes declined by 6.5% in the quarter, 
registering R$ 1.76 billion in 3Q17, compared to 1.88 billion in 3Q16 (-R$ 121.7 million), with Industrial Classes falling by 21, 
2% (-R$ 97.1 million), Commercial with a decrease of 5.2% (-R$ 23.1 million) and Residential contraction of 1.9% (-R$ 13.6 
million). In 9M17 accumulated retraction of 11.0%, recording R$ 5.7 billion against R$ 6.4 billion in 9M16, evidencing the 
industrial retraction classes of 30.6% (-R$ 475.0 million), Commercial decrease 10.8% % (-R$ 174.1 million) and Residential 
with contraction of 2.4% (-R$ 58.6 million); 

ii. Increase of R$ 64.6 million in the quarter of Revenue with supply of tariffs, with R$ 33.2 million with red tariffs and R$ 31.4 
million with yellow tariffs, noting that the yellow tariff has a reduced cost for the consumer . In the year, tariff-rate revenues 
totaled R$ 155.8 million, down from 9M16, when it reached R$ 160.5 million; 

iii. In Regulatory Assets / Regulatory Liabilities, a positive variation of R$ 327.6 million (regulatory assets), of which R$ 259.1 
million in CVA formation and R$ 76.0 million were recorded as tariff-rate revenues to compensate for increases in energy 
costs . In the year it accumulated assets of R$ 283.1 million, totaling R$ 121.5 million in active CVA and R$ 192.8 million in 
tariff-rate revenue; 

iv. Increase in Revenue from Electric Network (TUSD) of 26% (+ R$ 37 million) in the quarter and 22.2% (+ R$ 94.5 million) in the 
year, of which R$ 158.6 million (against R$ 129.2 million in 3Q16) related to the availability of electricity to industrial free 
consumers, R$ 16.9 million (against R$ 10.5 million in 3Q16) to commercial free consumers and R$ 1.5 million to rural free 
consumers; 

v. Donation and subsidy of R$ 168.1 million in the quarter, a reduction of 19.5% in relation to the same period in 2016, of which 
R$ 164 million (against R$ 136.4 million in 3Q16) related to the subsidy pursuant to Decree 7,891 / 2013. In 9M17, the item 
accumulated R$ 439.8 million, with the subsidy contributing R$ 426.3 million against R$ 435.5 million in 9M16; 
 
 

                                                 
4 Construction Revenue, according to IFRS accounting standards, has a corresponding cost of the same amount recorded in operating expenses and, therefore, does not affect the Company's 

results. 
 

Celesc Distribuição S.A. | Gross Operating Revenue

2016 2017 ȹ 9M16 9M17 ȹ

GROSS OPERATING REVENUE 2,448.1 2,947.5 20.4% 7,658.7 8,184.0 6.9%

Energy Supply 2,029.1 1,937.5 -4.5% 6,716.1 6,083.7 -9.4%

Energy Sales to Distributors 27.2 55.2 103.5% 122.7 172.5 40.6%

Regulatory Asset (113.5) 327.6 388.7% (791.6) 283.1 135.8%

Spot Energy - Short Term Market 114.4 162.4 41.9% 439.9 369.4 -16.0%

Availability Energy System (TUSD) 144.6 181.6 25.6% 425.5 520.0 22.2%

Donations and grants* 140.7 168.1 19.5% 452.4 439.8 -2.8%

Income from Services 0.9 0.7 -28.6% 1.6 1.8 15.9%

Taxed service 3.2 3.8 19.0% 9.0 10.0 11.1%

Other Revenues - 0.5 0.0% - 1.4

Construction Revenue 101.5 110.1 8.5% 283.1 302.1 6.7%

 ** Includes VNR revenue before 4Q16 recorded as Financial Revenue 

 * Includes receipt of CDE subsidy referring to Decree No. 7,891 / 2013 

 R$ Million 
3nd Quarter Accumulated 9 Months



 

 

 

 

 

 
16 

Results 3Q17 

Deductions from Gross Operating Revenue 
 

 
 
The deductions represent 35.9% of ROB and its variation generally follows the variation of ROB. The following are the factors that 
contributed to the reduction: 

i. Retraction of 3.5% in the ICMS account in the quarter reaching R$ 435.9 million. This tax accompanies the Revenue with 
Electricity Supply that had a reduction of 4.5%; 

ii. Increase in the Energy Development Account (CDE), which totaled R$ 281.7 million in the quarter (8.6% higher than in 3Q16). 
These changes are a reflection of the reduction of the annual quota established by ANEEL. 

iii. ANEEL's Regulatory Inspection Fee, formerly classified as Other Operating Revenue / Expenses, had a slight increase of 3.4% 
in the quarter, signaling R$ 1.7 million in the deduction of operating revenues; 

iv. The Other Charges item recorded R$ 64.6 million in the quarter and R$ 155.9 million in the year, due to the revenues related 
to the application of Tariff Tariffs, launched as a contra entry to the item Revenue with energy supply - Tariff Flag; 

v. PIS / COFINS increased 17.7% in the quarter and 6.7% in the year, registering R$ 255.5 million and R$ 711.6 million, 
respectively. This tax follows the evolution of the ROB, and together with the ICMS represents 65.4% of the Deductions. 
 

Net Operating Revenue 
Celesc Distribuição's Revenue shows an average annual evolution of 7.8% (Revenue from Construction included) and 7.6% (excluding 
Construction Revenue) in the last four years, as shown below: 
 
 

      
 
  

Celesc Distribuição S.A. | Deductions from Operating Revenue

2016 2017 ȹ 9M16 9M17 ȹ

DEDUCTIONS FROM OPERATING REVENUE (943.7) (1,057.2) 12.0% (3,333.9) (3,171.2) -4.9%

ICMS (451.6) (435.9) -3.5% (1,552.0) (1,398.5) -9.9%

PIS/COFINS (217.0) (255.5) 17.7% (667.1) (711.6) 6.7%

Energy Development Account -  CDE (259.5) (281.7) 9% (943.5) (853.2) -9.6%

Research & Development - R&D (0,5% of NOI) (7.0) (8.9) 26.9% (20.2) (23.5) 16.5%

Energy Efficiency Program - EEP (0,5% of NOI) (7.0) (8.9) 26.9% (20.2) (23.5) 16.5%

Aneel Regulatory Inspection Free (1.6) (1.7) 3.4% (4.6) (4.9) 5.8%

Other 0.0 (64.6) (126.2) (155.9) 23.5%

 R$ Million 
3nd Quarter Accumulated 9 Months
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Costs and Operating Expenses 
 

 
 
Excluding the cost of construction (which has zero effect on the result), the increase in the quarter was 33.3% (+ R$ 425.5 million), 
accounting for R$ 1,704.6 million, and in the accumulated 8.8% compared to the same period of the previous year, totaling R$ 4,479.2 
million. The increase was mainly due to the increase in non-manageable expenses (Cost with energy and charges). 
 

 

Electricity Costs ς Non-manageable 
The sum of R$ 1,215.5 million in the quarter in non-manageable costs (Portion A) can be explained by the following reasons: 

i. Reflection of the 20.5% increase in energy tariff and thermal origin (CCEARs / Thermal contracts) and also expansion of 8.8% 
in the average energy tariff purchased by ITAIPU and 9.2% in bilateral contracts, and in the total average the increase was 
11.1%, as shown in the table below; 

ii. Increase of 48.9% (+ R$ 54.0 million), totaling R$ 164.4 million, with Charges for Use of the Electric Network (transmission 
and distribution system) that accompany the tariff adjustments/revisions; 

iii. Decrease of 10.6% (-R$ 4.4 million), totaling R$ 36.7 million in expenses with PROINFA (charge). 
 
The table below shows the cost by modality and respective participation in the energy purchase mix of the Company: 
 

 
 
 

 
 

Celesc Distribuição S.A. | Operating Costs and Expenses

2016 2017 ȹ 9M16 9M17 ȹ

OPERATING COSTS AND EXPENSES (1,380.7) (1,814.7) 31.4% (4,401.5) (4,781.4) 8.6%

Electric Energy Costs - Non-Manageable (1,028.1) (1,416.6) 37.8% (3,342.0) (3,650.8) 9.2%

Electric Energy Purchased for Resale (876.6) (1,215.5) 38.7% (2,880.7) (3,175.0) 10.2%

Electric grid usage charge (110.4) (164.4) 48.9% (338.0) (365.7) 8.2%

PROINFA (41.1) (36.7) -10.6% (123.3) (110.1) -10.6%

PMSO - Manageable Expenses (194.9) (193.8) -0.6% (594.7) (588.0) -1.1%

Personnel (146.7) (156.3) 6.6% (432.6) (470.9) 8.9%

Material (4.1) (5.1) 26.2% (13.8) (11.7) -15.0%

Third-Party Services (46.9) (43.6) -7.0% (133.7) (128.2) -4.1%

Othes Expenses 2.7 11.2 321.8% (14.7) 22.8 255.3%

Provision (Net) (7.3) (43.8) 499.4% (33.3) (90.7) 172.2%

Depreciation / Amortization (48.8) (50.4) 3.3% (148.4) (149.7) 0.9%

Construction Costs (101.5) (110.1) 8.5% (283.1) (302.1) 6.7%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Distribuição S.A. | Purchased Energy Costs by Type of Contract

Average Rate of energy 

Purchased by Type (R$/MWh)
3Q16 3Q17

Chg. Of 

Price %

Share in % 

3Q16 Mix

Share in % 

3Q17 Mix

Average Rate of 

Tariff Adjustment*    

(R$/MWh) 

AUCTION - CCEAR / Hydro 152.0 191.5 26.0% 43.3% 31.5% 155.6

AUCTION - CCEAR / Thermal 205.4 247.6 20.5% 23.8% 29.5% 293.1

ITAIPU 184.3 200.6 8.8% 20.9% 21.5% 193.0

BILATERAL AGREEMENTS 290.8 317.6 9.2% 1.0% 0.1% 298.8

OTHER 86.1 62.9 -26.9% 8.9% 17.5% 73.7

Total - (R$/MWh) 168.9 187.6 11.1% 100.00 100.00 191.5
* Resolution 

Homologation 2,286 / 

2017

* The data contains forecasts of expenditures on energy purchases according to the methodology used in the accounting. The revenue 

with tariff flags is not included in the calculations above. This revenue is treated separately because its coverage depends on the 

hydrological conditions, which can be changed from one month to the other.
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Sectoral Financial Assets and Liabilities (Assets and Regulatory Liabilities A) 
The table below shows the balance of Regulatory Assets and Liabilities estimated by the Company and accrued at the end of each 
period. These balances are included in Celesc Distribuição's tariff readjustment base and, on 09/30/2017, were recognized 
prospectively. 
 

 
 
Regulatory assets totaled R$ 578.9 million, of which R$ 475.8 million related to the constitution of CVA Ativa (R$ 429.8 million 
referring to the purchase of energy) and R$ 103.1 million to Other Securities Financial Assets corresponding to neutrality of Parcel A). 
Regulatory liabilities totaled R$ 638.2 million, of which R$ 542.6 million refers to CVA Passiva (R$ 289.7 million related to system 
charges and R$ 241.0 million to CDE) and R$ 95.6 million to other Sectoral Financial Liabilities (R$ 22.3 million referring to energy 
overcontracting in 2016 and R$ 71.6 million in tariff devolution). 
 
In the second quarter of 2016, R$ 256 million was recognized in relation to the voluntary exposure in 2014, according to Comunicado 
ao Mercado - Exposição Contratual Involuntária of 10/08/2016, and this amount was recorded in the regulatory asset / liability 
account. At the end of May 2017, there was a change in the accounting for voluntary exposure, which was then considered as a 
regulatory judicial contingency. 
 

PMSO - Manageable Operating Expenses (Personnel, Materials, Services and Others) 
Below evolution of PMSO Celesc Distribution x Regulatory PMSO. The continuous reduction of GAP (difference between PMSO Celesc 
Distribution and Regulatory PMSO) in the period 2011 - 9M17 is demonstrated. In the first nine months of 2017, we closed with R$ 57 
million higher than the regulatory, personnel expenses effect, practically in actuarial expense. It should be noted that the PMSO 
recorded by Celesc D, according to the table above of Operating Costs and Expenses, differs from the PMSO observed in the chart 
below due to the corporate and regulatory comparison basis, respectively, and does not include provisions. 
 

 
 
 
 
 
 
 
 

Celesc Distribuição S.A. | Accumulated Regulatory Assets and Liabilities

Regulatory Assets 726.0      660.0      1,102.9   921.4         806.1         154.2        267.9 129.9 268.1 578.9

Regulatory Liabilities (323.3)     (247.7)     (657.5)     (820.5)        (1,266.2)     (705.9)        (674.5) (769.0) (566.3) (638.2)

Net Balance 402.8      412.2      445.4      101.0         (460.1)        (551.7)        (406.6) (639.1) (298.2) (59.3)

in 

09/30/2016

in 

03/31/2016

in 

12/31/2016

in 

06/30/2016

in 

09/30/2015

in 

12/31/2015
 R$ Million 

in 

09/30/2017

in 

06/30/2017

in 

06/30/2015

in 

03/31/2017

mailto:http://celesc.firbweb.com.br/wp-content/uploads/2016/01/COMUNICADO-EXPOSICAO-INVOLUNTARIA-vFinal2.pdf
mailto:http://celesc.firbweb.com.br/wp-content/uploads/2016/01/COMUNICADO-EXPOSICAO-INVOLUNTARIA-vFinal2.pdf
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Personnel 
Personnel and directors are comprised of employee compensation expenses (including charges) and regular contributions to the 
pension plans managed by the CELOS Foundation (private pensions). 
 

 
 
The Personnel and Administration line consists of expenses incurred with employee compensation (including charges) and regular 
contributions to the plans of the increase of 7.6% (+ R$ 9.6 million) mainly due to: (i) a 12.0% (+ R$ 4.5 million) increase in fixed 
expenses (fixed salary, annual suplementary bonus, productivity, personal advantage etc ...) due to the effects of the annual 
adjustment provided for in the Collective Bargaining Agreement - ACT and application of the Plan of Positions and Wages - PCS; (ii) 
Increase of 10.0% (+ R$ 2.5 million) in charges (labor charges and FGTS); (iii) Expansion of 17.0% (+ R$ 1.1 million) in the hazard 
premium; (iv) 5.0% increase (+ R$ 0.4 million) in variable amounts (overtime 50 and 100% and overtime); (v) Increase of 5.7% (+ R$ 
0.3 million) in private pension expenses. 
 
Private Pension Plans and Actuarial Expenses 
Celesc Distribuição is a sponsor of the CELES Foundation for Social Security - CELOS, which administers the social security benefit plans 
and the health care plan offered to its employees. The Actuarial Expense recognized in the Statement of Income follows the definition 
in the Annual Actuarial Assessment of Post-Employment Benefits performed by independent actuaries. The net actuarial expense / 
revenue as of 12/31/2016 was R$ 135.2 million, R$ 29.5 million higher than the expense incurred in 2015, explained practically by 
changes in the actuarial assumptions regarding the health plan, as presented in the chart below. The estimated value to be recognized 
in 2017 is R$ 115.1 million, a figure 14.8% lower than that recognized in 2016. The amount estimated to be expected in the year as an 
actuarial liability considers both the amount to be recorded in personnel expenses ( actuarial expense) and the amount recorded as 
financial expenses (mathematical reserve update5). In 2016, R$ 135.2 million was recognized in the year, with 9M16 being R$ 47.6 
million with personnel expenses (actuarial expenses) and R$ 53.8 million in financial expenses (mathematical reserve update). Already 
in 2017 will be expected R$ 115.1 million, computing in 9M17 the amount of R$ 55.0 million in personnel expenses (actuarial 
expense) and R$ 31.3 million as financial expenses (updating the mathematical reserve). 
 

 
 
The table below presents the Actuarial Liabilities recognized on 09/30/2017 in comparison to the closing of 2016 and shows a 
reduction of the estimated obligations of Celesc Distribuição. 

 

 

                                                 
5 Explanatory Note 25a. 

Celesc Distribuição S.A. | Total Personnel Expenses

2016 2017 ȹ 2016 2017 ȹ

Personnel Total (146.7) (156.3) 6.6% (432.6) (470.9) 8.9%

Personnel and Management (126.8) (136.4) 7.6% (385.0) (415.9) 8.0%

Personnel and Management (120.7) (129.9) 7.7% (365.5) (395.6) 8.2%

Pension Plan (6.1) (6.5) 5.7% (19.5) (20.3) 4.5%

Actuarial Expense (19.8) (19.9) 0.2% (47.6) (55.0) 15.4%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Distribuição S.A. | Actuarial Expense to be recognixed

Transitional Plan

Mixed Plan

Plan annuity 0.1      

DVP 2002 0.6      

DVP 2012 20.3    

Healthcare Plan (5.9)     

Other benefits 3.2      

Total

 R$ Million 
 Amount actually 

recognized in 2013 

 Amount actually 

recognized in 2014 

 Amount actually 

recognized in 2015 

 Estimated value to 

be recognized in 

2016 

11.6                             33.1                             

3.1                               4.1                               

95.9                             74.9                        105.7                           135.2                           

0.1                               1.1                               

-                               -                               

12.9                             9.9                               

(0.2)                              

2.2                               

21.0                             

(10.3)                            

2.9                               

39.8                             33.6                        42.6                             47.0                             

40.6                             23.1                        35.5                             40.0                             

3.6                                  

38.9                                

4.6                                  

115.1                             

 Estimated value to be 

recognized in 2017 

32.2                                

34.8                                

1.0                                  

-                                  



 

 

 

 

 

 
20 

Results 3Q17 

 
 
Materials 
The item "Materials" totaled R$ 5.1 million in the quarter, an increase of 26.2% (+ R$ 1.1 million) in the third quarter of 2017. Among 
the items that contributed to this variation are: (i) Increase in R$ 2.1 million in maintenance and conservation equipment; (ii) Increase 
of R$ 0.4 million in current order maintenance materials; (iii) Reduction of R$ 0.2 million in health and safety at work. 
 
Third Party Services 
Third-party service expenses totaled R$ 43.6 million in the third quarter of 2017, a decrease of 7.0% (-R$ 3.3 million) compared to the 
third quarter of 2016. The reduction is mainly due to , (i) Reduction of R$ 1.5 million in services with meter reading; (ii) Increase of R$ 
0.4 million in services with mowing; (iii) R$ 0.3 million increase in cut-off and reclosing services; (iv) Increase of R$ 0.7 million in 
distribution network maintenance services; (v) Reduction of R$ 5.9 million in services with legal fees; (vi) Expansion of R$ 0.3 million in 
Software Maintenance. 
 
Other Operating Expenses 
 

 
The item Other Operating Expenses recorded a positive value of R$ 11.2 million in the quarter, an increase of R$ 8.6 million in relation 
to the third quarter of 2016 when expenses were in the order of R$ 11.2 million. Among the factors that contributed to the increase in 
the quarter were: (i) Rents and leases increased by 178.4% (+ R$ 5.7 million); (ii) Taxes decreased by 21.3% (+ R$ 0.3 million) in the 
quarter; (iii) Net Losses with Credit had a slight drop of 53.0% in the quarter, it is noteworthy that most of these credits were recorded 
as losses in previous quarters; (iv) Breach of Quality Standard increased by 59.0% (+ R$ 1.0 million) in the quarter, to R$ 2.5 million. (v) 
Own Consumption registered expense of R$ 1.5 million in the quarter. In 2017 the item Other Expenses presented a positive variation 
of 255.3% (+ R$ 37.4 million), totaling R$ 22.8 million, it is worth noting that, in 2017, R$ 14.7 million deactivation and disposal of 
assets and R$ 28.7 million referring to post rentals. 
 
 
 
 
 
 
 

Celesc Distribuição S.A. | Actuarial Liabilities

Pension Plan 870.3 845.8 -2.8%

                Mixed Plan + Transitional Plan 870.3 845.8

Other benefits post-employment 688.9 640.8 -7.0%

Healthcare Plan 582.2 571.7 -1.8%

VDP 2002 50.8 17.9 -64.8%

VDP 2012 16.2 9.9 -38.6%

Other benefits 39.7 41.2 3.7%

Total 1,559.2 1,486.6 -4.7%

Short Term 162.3 149.8 -7.7%

Long Term 1,396.9 1,336.8 -4.3%

 R$ Million 

in 

December 

31, 2016

in 

Setember  

30, 2017

Chg. %

Celesc Distribuição S.A. | Other Operating Expenses

2016 2017 ȹ 2016 2017 ȹ

Other Expenses - Total 2.7 11.2 322% (14.7) 22.8 255.3%

Leasing and Rentals (3.2) (8.9) 178.4% (10.1) (17.3) 71.1%

Insurance (0.0) (0.0) -40.8% (1.9) (1.6) -19.7%

Taxes (1.3) (1.0) -21.3% (4.6) (3.8) -17.2%

Losses (Net) (2.8) (4.4) 53.0% (13.3) (12.5) -6.0%

Other 10.0 25.5 154.1% 15.3 58.0 278.0%

 R$ Million 
3nd Quarter Accumulated 9 Months

 * Other Expenses: Own Consumption of Energy, Advertising, Fines, Indemnity to consumers, Donations and Grants, etc. 
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Provisions and Reversals of Provisions 
 

 
 
Main changes in provisions for estimated losses on loans - PECLD 

(i) PECLD Provisions totaled R$ 24.3 million in 3Q17 (+ R$ 3.2 million in relation to 3Q16), reflecting the Company's 
revenues due to the increase in electricity supply tariffs in previous years; 

(ii) Reversal of Provision of R$ 0.4 million in the quarter. 
Main Variations in Other Provisions for Losses (Labor, Civil, Tax, Environmental and Regulatory Contingencies) 

(i) Increase in the caption "Other Net Provisions" totaling R$ 19.9 million in the quarter (reversal of the provision with an 
intensifying effect on the distributor's operating expenses); 

(ii) Other provisions recorded a balance of R$ 23.2 million, segregating in Labor (R$ 6.7 million) and Civil (R$ 16.4 million). 
(iii) Details of the reversal of other provisions, which amounted to R$ 3.2 million in the quarter, were as follows: Labor (R$ 

1.7 million) and Civil (R$ 1.5 million) 
 

EBITDA and Adjusted EBITDA (unaudited) 
The following table shows the reconciliation of corporate EBITDA (ICVM No. 527/12) and also the EBITDA adjustments (Non-Recurring 
Effects). 
 

 
 

In the year, accumulated EBITDA totaled R$ 359.5 million, an increase of 31.3% (+ R$ 85.6 million) and an adjusted EBITDA margin of 
7.6%, with an adjustment of R$ 202.2 million in 9M16 referring to the contractual exposure recorded in 2Q16 and also in 9M17, the 
decrease of R$ 21.5 million in civil provision recorded in 2Q17. 
 
Regulatory EBITDA (Parcel B Value minus Regulatory Operational Cost - PMSO) of Celesc Distribuição recorded R$ 438.6 million 
accumulated in the year. The negative difference of R$ 79.1 million between Adjusted and Regulatory EBITDA is explained by: 1) R$ 
57.1 million PMSO above the regulatory; and 2) R$ 49.8 million of losses above the regulatory limit (without tariff coverage). 
 
 

Celesc Distribuição S.A. | Provisions

2016 2017 ȹ 2016 2017 ȹ

Provisions, net - Total (7.3) (43.8) 499.3% (33.3) (90.7) 172.2%

Allowance for doubtfull Accounts, net (19.9) (23.9) 20.1% (47.2) (50.4) 6.7%

Provision for Doubtfull Accounts (21.1) (24.3) 14.9% (51.4) (55.2) 7.4%

Reversal of Provision for Doubtfull Accounts 1.2 0.4 -69.6% 4.2 4.8 15.2%

Other Provisions, net 12.6 (19.9) -258.6% 13.9 (40.3) -390.4%

Other Provisions (11.1) (23.2) 108.8% (30.2) (72.8) 140.9%

Reversal of Other Provisions 23.7 3.2 -86.3% 44.1 32.5 -26.3%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Distribuição S.A. | EBITDA IFRS  -  Non-Recurring

2016 2017 ȹ 2016 2017 ȹ

Profit / Loss Net 113.9 55.0 -52% (61.6) 43.6 171%

(+) Income Tax and Social Contribution 58.0 6.0 -89.6% (32.0) 45.7 242.6%

(+) Financial Result (48.1) 14.6 130.3% 17.0 142.1 735.4%

(+) Depreciation and Amortization 48.8 50.4 3.3% 148.4 149.7 0.9%

EBITDA 172.6 126.0 -27.0% 71.8 381.0 431.1%

(-) Non-Recurring Effects 0.0 0.0 (202.2) 21.5

Labor Compensation Reversal - Provision 21.5

Civil Provision

Contractual exposure (202.2)

(=) EBITDA Adjusted by Non recurring Effects 172.6 126.0 -27.0% 273.9 359.5 31.3%

EBITDA Margin without Adjustments (IFRS) 12.3% 7.1% 1.8% 8.1%

Adjusted EBITDA margin, without Construction Revenue (%) 12.3% 7.1% 6.8% 7.6%

 R$ Million 
3nd Quarter Accumulated 9 Months
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Financial result 
Financial Revenues totaled R$ 57.2 million in the quarter, a decrease of 59.3% over 3Q16, noteably: (i) Financial Application Income 
R$ 19.5 million, a decrease of 46.8%, influenced by the reduction in interest; (ii) Monetary Variation, a reduction of 45.0%, registering 
R$ 5.7 million, in comparison with 3Q16; (iii) Interest and Increase on Invoices, up 3.4% due to increased billing and very short-term 
delinquency; (iv) Regulatory Assets / Regulatory Fees, R$ 4.4 million, changes in this caption arise from the application of SELIC on 
sectoral financial assets (regulatory assets); (v) Other financial revenues increased by 63.0% (+ R$ 4.1 million). 
 
Financial Expenses were R$ 71.7 million in the quarter, an expressive contraction of 22.2% (-R$ 20.5 million) compared to the 
comparative period, with the main factors of influence being: (i) Debt charges, totaled R$ 15.2 million from: 1) Interest paid on the 
debt stock (R$ 6.3 million) and its main index (CDI rate) and 2) Reclassification of the mathematical reserve, classified as operating 
expense up to 3Q15, with impact of R$ 8.9 million in the quarter, but reducing operating expenses; (ii) Interest on Debentures, 
totaling R$ 3.6 million related to funding raised in May/13 (settled in September 2016) and September/15 and (iii) Regulatory 
Liabilities / Regulatory Tariffs (SELIC) totaling R$ 40.9 million, noteably: 1) R$ 23.9 million referring to monetary restatement of 
regulatory liabilities; 2) R$ 17.0 million referring to the updating of the CDE; (iv) Updating of R & D and Energy Efficiency totaling R$ 
5.6 million in the third quarter of 2017; (v) Other expenses recorded R$ 6.3 million in 3Q17, of which R$ 3.2 million related to 
litigation and R$ 1.6 million in expenses with IOF and R$ 1.5 million in others. In the year, expenses increased 20.7% to R$ 367.5 
million. 
 

 
  

Celesc Distribuição S.A. | Financial Statement (71.7) (367.5)

2016 2017 ȹ 2016 2017 ȹ

Financial Income 140.4 57.2 -59.3% 287.4 225.4 -21.6%

Interest Income 36.7 19.5 -46.8% 89.4 68.5 -23.3%

Monetary Variation 10.3 5.7 -45.0% 28.9 13.6 -53.0%

Financial Incentive - Social Fund 0.0 0.0 0.0 1.2

Interest and Arrears on Invoices 24.5 25.3 3.4% 69.7 83.4 19.7%

Currency Devaluation on Energy Sold 66.3 4.4 -93.4% 72.2 42.7 -40.9%

Financial revenue - VNR 0.8 0.0 -100.0% 7.2 0.0 -100.0%

Exchange rate energy purchased 8.3 4.7 -43.4% 27.6 12.2 -55.8%

Other Financial Revenues (6.5) (2.4) 63.0% (7.5) 3.9 152.3%

Financial Expenses (92.3) (71.7) -22.2% (304.5) (367.5) 20.7%

Debt Charges (26.2) (15.2) -42.1% (102.8) (56.7) -44.8%

Monetary Variation (0.0) (0.1) 983.3% (2.0) (0.4) -79.2%

Adjustment of R&D and Energy Efficiency (8.5) (5.6) -34.5% (23.4) (18.6) -20.4%

Exchange rate energy purchased (2.4) (0.2) -93.6% (13.6) (6.6) -51.5%

Regulatory Liability / Regulatory Fees (31.7) (40.9) 29.3% (90.7) (245.7) 171.0%

Interest on Debêntures (21.2) (3.6) -83.2% (66.8) (20.0) -70.1%

Other Expenses (2.3) (6.3) 177.7% (5.2) (19.5) 276.7%

Net Financial Result 48.1 (14.6) -130.3% (17.0) (142.1) 735.4%

** VNR update was reclassified as Gross Revenue item as of 4Q16

 R$ Million 
3nd Quarter Accumulated 9 Months



 

 

 

 

 

 
23 

Results 3Q17 

Net Income and Adjusted Net Income 
 

 
 

Analogously, the adjusted EBITDA analysis did not show non-recurring effects in the quarter, with adjusted profit and net adjusted 
margin similar to IFRS profit. 
 
In the year, accumulated adjusted profit totaled R$ 43.6 million, 170.8% lower than in 9M16, with a net IFRS margin of 0.9%. Applying 
the adjustments (contract exposure for 2Q16, CDE update and decrease in civil provision in 2Q17), there was an increase of 49.8% in 
the year, with adjusted net margin of 2.9%. 

 
Indebtedness 
 

 
 
The average cost of Celesc's total financial debt is 10.19% (year), being 10.81% a.a. the average cost of debt linked to CDI and 6.54% 
pa the pre-fixed debt, being in line with the rates charged in the market. The average term of Celesc Distribuição's total financial debt 
is 1.25 years, corresponding to 0.7% of the debt indexed to the CDI and 3.61 years to the pre-fixed debt, evidencing the shortening of 
the terms. 
 
Bank loans 
On March 11, 2014, the Board of Directors authorized the raising of R$ 300.0 million at the Caixa Econômica Federal, at a rate of 
121.5% of CDI. The Company will have to pay the debt until June 2018, and the current debit balance is R$ 90.0 million. The debt is 
being amortized in the proportion of R$ 10 million per month. 
 
On January 23, 2015, Celesc D raised funds in the amount of R$ 100.0 million from Banco do Brasil to Working Capital. The payment is 
being made in 24 (twenty-four) monthly and successive installments and with financial charges of 110% of the CDI. The current debt 
balance is R$ 16.7 million with a settlement period up to January 2018. 
 

Celesc Distribuição S.A. | NET INCOME IFRS   - Non-Recurring

2016 2017 ȹ 9M16 9M17 ȹ

Net Income / Loss - IFRS Reported 113.9 55.0 -51.7% (61.6) 43.6 170.8%

(+) Effects on Regulatory Assets and Liabilities 0.0

(=) Net Income / Loss Adjusted by  Regulatory Assets and Liabilities 113.9 55.0 -51.7% (61.6) 43.6 170.8%

(-) Efeitos Não-Recorrentes 0.0 0.0 (154.3) (95.2)

CDE Financial Update (109.4)

Low  Civil Provision

Reversion of Labor Provision "Third Party" 14.2

Contractual exposure 2014 (154.3)Adjustment on Revenue with Exceeding Demand 0.0

(=) Net Income Adjusted by  Non-Recurring Effects 113.9 55.0 -51.7% 92.6 138.8 49.8%

EBITDA Margin without Adjustments (IFRS) 8.1% 3.1% -1.5% 0.9%

Adjusted EBITDA margin, without Construction Revenue (%) 8.1% 3.1% 2.3% 2.9%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Distribuição S.A. | Debts and Loans

National Currency

Bank Loans 110% a 121,5% CDI 235.2 106.9 -54.5%

Eletrobrás 5.00% 56.3 36.9 -34.5%

Debentures CDI + 1,30% 304.7 205.0 -32.7%

Finame 2,50% a 8,70% 41.6 37.3 -10.3%

Mutual Celesc D/G 125% do CDI 40.2 44.5

678.0 430.6 -36.5%

Short Term  - Current 308.2 282.9

Long Term - 1 to 5 Five Years 365.0 145.6

Long Term - Over 5 Five Years 4.8 2.1

in Setember 

30, 2017
ȹ

Total

R$ Million Annual Interest Rate

in 

December 

31, 2016

By Type 
of Index
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Eletrobrás 
The loans and financing contracted are for the rural electrification programs and others, and the resources come from the Global 
Reversion Reserve (RGR) and from the Eletrobrás Finance Fund. In general, these contracts have a grace period of 24 months, 
amortization in 60 months, some of which are over 96 months, with an interest rate of 5% pa. and administration rate of 2% a.a. 
These contracts are collateralized by receivables and are accounted for by ANEEL. 
 
Debentures 
In May 2013, the subsidiary Celesc Distribuição issued for the first time 30,000 non-convertible debentures of an unsecured kind, with 
a fiduciary guarantee exercised by Centrais Elétricas de Santa Catarina SA, raising funds to be used to increase working capital and 
investments by the Company. The Debentures were subject to public distribution with restricted placement efforts, under the terms 
of Instruction of the Securities and Exchange Commission ("CVM") nº 476, of January 16, 2009, under the firm guarantee regime, and 
will be entitled to the payment of interest rate corresponding to 100% (one hundred percent) of the accumulated variation of the 
average daily rates of Interbank Deposits "DI", plus a surcharge or spread of 1.30% (one hundred thirty percent) per annum, with 
maturity within 72 (seventy-two) months from the date of issue. The Remuneration is paid in semiannual and consecutive 
installments, without shortage, as of the Issue Date (05/15/2013). The amortization in three (3) equal, annual and consecutive 
installments, the first installment being due as of the 48th (forty-eighth) month as of the Issue Date. The Debentures have a covenant 
commitment to present a Net Debt / EBITDA ratio of less than 2 and a maximum dividend distribution limit of 30%. The current debit 
balance is R$ 205.0 million. 
 
Finame 
The loans contracted were used to purchase machinery and equipment; has an interest rate of 2.5% pa to 8.7% a.a. In the event of 
default, the guarantee is linked to the receivables of the contractor and is approved by ANEEL. 
 
Mútuo Celesc Distribution S.A with Celesc Geração S.A. 
On August 16, 2016, Celesc Geração S.A (Lender) and Celesc Distribuição (Mutuaria) entered into a loan agreement, with ANEEL's 
consent, for a period of 24 months and a 125% interest rate of CDI. The payment of interest and amortization of principal will be 
made at the end of the operation. 
 
The lender, according to the needs of the borrower, may make financial allocations up to the limit of R$ 110 million, in the form of 
revolving credit, and the borrower must make partial cover or full coverage of the balance during the term of the agreement. The 
current debit balance is R$ 44.4 million (Principal + Interest). 
 
Celesc Distribuição's gross financial debt totaled R$ 430.6 million as of September 30, 2017, a reduction of 36.5% (-R$ 247.4 million) 
compared to the closing of 2016 (R$ 678.0 million), due to the decreased need for working capital to meet the costs of buying 
electricity for resale. 
 
Schedule of Loans and Financing 
The estimated timing of maturity of loans and financing is set out in the following chart. 
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The Company ended the third quarter of 2017 with its financial debt representing -0.9x EBITDA in the last 12 months (-0.9x Adjusted 
EBITDA) and -0.3x its Shareholders' Equity as follows: 
 

 
 
It should be noted that according to the Comunicado ao Mercado - Parcelamento CDE of 07/25/2017, Celesc Distribuição divided the 
balance in the amount of R$ 1,166 million related to the CDE charge to the CCEE in thirty installments as of July of this year. 
 
Considering the Pension Obligations, which totaled R$ 845.8 million as of September 30, 2017 and Other Employee Benefits (Health 
Plan, PDVs, others) in the amount of R$ 640.8 million, the Adjusted Net Debt of the Company adds R$ 691.5 million, representing 1.3x 
EBITDA 12M and 0.5x the Company's Shareholders' Equity at the end of 3Q17, as shown in the table below: 

 
 

It should be noted that the Company is in advanced negotiation with the Inter-American Development Bank (IDB) with the objective 
of raising funds for its investment plan for the next 5 years. The term of the transaction is 25 years and the estimated interest rate is 
2% a.a + libor. The company obtained a favorable recommendation from COFIEX to negotiate with the IDB the amount of US $ 276 
million with the Union guarantee for the financial obligations. Last October, the Legislative Assembly of Santa Catarina approved the 
Law offering the counter-guarantee to the loan. In order to complete the formal procedures, a number of steps will be necessary, 
such as final approval by the Bank's Board of Directors. The final stage of the process, scheduled to occur by the end of this year, will 
be the formal referral by the President of the Republic to the Federal Senate, which issues a law authorizing the Minister of Finance to 
sign the contract. 
 
 
 
 
 

Celesc Distribuição S.A. | Debt

Short-Term Debt 308.2 282.9 -8.2%

Long-Term Debt 369.8 147.7 -60.1%

Total Debt 678.0 430.6 -36.5%

( - ) Cash and Cash equivalents 880.9 880.0 -0.1%

Net Debt (202.9) (449.4) 121.5%

Net Debt / EBITDA LTM -0.9x -0.9x

Net Debt / Ajusted EBITDA LTM -0.5x -0.9x

Total Debt / Equity 0.5x 0.3x

Net Debt / Equity -0.2x -0.3x

ȹ
in Setember 

30, 2017
 R$ Million 

in December 

31, 2016

Financial Debt 3Q17

Celesc Distribuição S.A. | Debt + Actuarial Liabilities

Total Financial Debt 678.0 430.6 -36.5%

(+) Net Actuarial Liabilities 1,198.0 1,140.9 -4.8%

Pension Obligations 870.3 845.8 -2.8%

Other benefits 688.9 640.8 -7.0%

( - ) Deferred Taxes¹ 361.2 345.6 -4.3%

( - ) Cash and Cash equivalents 880.9 880.0 -0.1%

Adjusted Net Debt 995.1 691.5 -30.5%

Adjusted Net Debt / EBITDA LTM 4.5x 1.3x

Adjusted Net Debt / Ajusted EBITDA LTM 2.4x 1.4x

Adjusted Total Debt / Equity 1.4x 1.2x

Adjusted Net Debt / Equity 0.8x 0.5x

¹ Quarterly Information 3Q17, Explanatory Note 18.a

ȹ R$ Million 
in December 

31, 2016

in Setember 

30, 2017

mailto:http://celesc.firbweb.com.br/wp-content/uploads/2017/02/COMUNICADO-AO-MERCADO-Termo-de-Parcelamento-CDE-vFinal-25-02.pdf
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Ratings of Celesc Distribuição and Parent Company 

Moody's Latin America Ltda (Moody's) assigned ratings of Ba3 issuer on a global scale and A2.br on a national scale to Celesc 
Distribuição S.A. (CELESC D). At the same time, Moody's assigned Ba3 and A2.br ratings to BRL 300.0 million in unsecured amortizable 
debentures of 6-year amortizable assets maturing in 2019 issued by CELESC D and guaranteed by CELESC in the local market. The 
negative outlook reflects Moody's expectation that CELESC D, despite some deterioration in credit indicators relative to historical 
performance, will achieve a gradual reduction in its operating costs, as well as securing sufficient long-term debt to fund its credit 
program. investments in property, plant and equipment. 
 

Investments | CAPEX 
The investments made by Celesc Distribuição totaled R$ 113.5 million (R$ 76.0 million in materials and services, R$ 23.3 million in its 
own labor and R$ 14.2 million in consumer financial participation6) in the third quarter of 2017. Investments in the year totaled R$ 
318.8 million (R$ 209.5 million in materials and services, R$ 66.9 million in its own labor and R$ 42.4 million in consumer financial 
participation). 
 
The table below shows the investment of the distributor indicating what makes up the RAB (Regulatory Assets Base): 
 

 
 
The graphs below illustrate the CAPEX performed by the company in recent years (and its relation to Depreciation), as well as the 
composition of CAPEX in electric assets made in the third quarter of 2017, which will comprise the Regulatory Remuneration Base - 
BRR: 

      
 
 
The investments in the distribution network seek to meet the continuous improvement of the quality indicators (DEC and FEC) signed 
in the concession renewal agreement. Demand for CAPEX RAB in the current tariff cycle should be between 1.6x and 1.9x 
depreciation, in line with the industry average. For 2017, the approved budget is R$ 325 million, of which R$ 281 million for 
Distribution Systems (RAB) and R$ 43 million for General Facilities and Vehicles. 

                                                 
6 Rules of the Financial Participation of the Consumer are established in ANEEL Normative Resolution 414 of September 9, 2010. 

 

CAPEX - Celesc Distribuição S.A.

2016 2017 ȹ 2016 2017 ȹ

Investments Celesc Distribuição 109.0 113.5 4.1% 309.1 318.8 3.1%

    RAB * 101.5 110.1 8.5% 283.1 302.1 6.7%

    Non - RAB 7.5 3.4 -54.5% 26.0 16.7 -35.8%

Depreciation / Amortization (48.8) (50.4) 3.3% (148.4) (149.7) 0.9%

CAPEX x Depreciation Ratio 1.9x 2.0x 1.7x 1.8x

* RAB: Regulatory Assets Base

** Excludes Consumer Financial Interest

 R$ MM 
3nd Quarter Accumulated 9 Months

1.0x

10.0x

0.0
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200.0
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Celesc Distribuição invested R$ 4.9 million in Research and Development (R & D) in the third quarter of 2017, 17.7% lower than in the 
third quarter of 2016 when it invested R$ 5.9 million. Investments in Energy Efficiency totaled R$ 19.5 million, 4.6% lower than in the 
same period in 2016, when R$ 20.5 million were invested. 
 

2.1.3 ς Regulatory Aspects of Celesc Distribuição S.A. 
 
Contractual Exposition 2014 ς Dispatches ANEEL 2.642/15 and 2.078/16 
In 2015 ANEEL determined the contractual exposures of distributors for the year 2014, disclosing the amounts of involuntary 
exposure through Dispatch no. 2.642 / 2015. For CELESC D, the amount of 117.2MW of contractual exposure was determined, of 
which 64.36MW were recognized as involuntary. In the face of this Order, an appeal was filed with ANEEL, which was based on 3 
(three) points: (i) 2MW arising from consumers that ANEEL understood to have returned to the captive market for a voluntary act of 
CELESC D, which did not occur returned by court order, or were only turned off; (ii) 15,818MW relating to a material error in filing a 
declaration form in the A-1 auction of 2013, since the said amount of energy was declared in a different field of the form, in addition 
to the fact that said amounts had already been declared in another two auctions (A-0 of 2013 and A-0 of 2014) which were frustrated; 
and (iii) 35.02MW due to the extraordinary market variation that occurred as a result of the intense heat wave that struck the state in 
the first quarter of 2014, and consequently an annual growth of around 6.7% in the market, against a history of 2.5%. Faced with the 
inoperation of contractual adjustment mechanisms in 2013 and 2014, such extraordinary market growth could not be adjusted, 
generating contractual exposure of around 1.5% of the market. 
 
Through Dispatch no. 2,078 published on August 08, 2016, the company was recognized on merit, partial provision, in order to: a) 
consider another 2MW average as involuntary exposure related to the cessation of activities and return to the captive market of 
special consumers; and b) to consider a further 15,818 average MW as involuntary exposure, due to the acknowledgment of error in 
filling the declaration of energy needs for Auction A-1 of 2013. In view of the Order, the exposure considered by the Regulatory Body 
to be voluntary went from 52.84 Average MW to 35.02 MW, so the Company is recognizing in the second quarter of 2016 the amount 
of R$ 256 million referring to the voluntary exposure in 2014, recorded in 2Q16 R$ 225 million in the account of Financial Income 
Assets / Liabilities Gross, with negative effect, and R$ 31 million as financial expense (overcontracting update). The Company has been 
adopting all necessary administrative and judicial measures with the purpose of preserving its interests, regarding the recognition of 
the involuntary character of the 35,02MW average not served in the appeal filed with ANEEL. 
 
CELESC D filed a Judicial Action against ANEEL with a view to questioning Dispatch no. 2078/2016, in order to obtain the full 
recognition of the contractual exposures as involuntary, at the same time as it requested the granting of an injunction to suspend the 
application of a rate reducer in the order of R$ 256 million, expected to be applied together with the homologation of the periodic 
Tariff Review process that would occur until August 22, 2016. 
 
After the lawsuit was filed, a preliminary injunction was granted in order to avoid the application of the mentioned tariff reducer, 
ANEEL's decision for when the Tariff Review was approved, and at the moment the company continues to discuss the merits of the 
lawsuit, seeking the full recognition of the contractual exposure as involuntary, and thus eliminating any tariff reducer, as well as, 
application of penalties by the Chamber of Commercialization of Electric Energy - CCEE. 
Recently, the judge holding the case that discusses the 2014 contract exposure, after examining ANEEL's statement regarding the 
arguments presented by Celesc D, decided to maintain the injunction previously granted, constituting a condition of stabilization of 
the proceeding. 
 
Extension of Concession 
The new addendum that extends the concession term for 30 years has imposed conditioning factors on the distributor's quality of 
service and the sustainability of the economic and financial management. Failure to comply with the conditions for two consecutive 
years or any of the limits at the end of the period of the first five years will result in the termination of the concession. From the sixth 
year following the conclusion of the contract, non-compliance with the quality criteria for three consecutive years, or economic and 
financial management for two consecutive years, will lead to the opening of the expiration process. In addition, noncompliance with 
global targets for collective continuity indicators for two consecutive years or three times in five years may lead to limiting the 
distribution of dividends or payment of interest on its own capital, while noncompliance with the indicators of economic and financial 
sustainability will reflect the need for capital contribution from the controlling shareholders. 
Below are the targets to be followed by Celesc Distribuição in the first 5 years of the extension: 
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The chart below shows the monitoring of the quality indicators up to the third quarter of 2017, referring to the last twelve months. 
 

     
 
Tariff Review of Celesc Distribuição - Resolução Homologatório Nº 2.120,  Nota Técnica Nº 258/2016-SRE/ANEEL and Nota Técnica Nº 
287/2016-SGT/ANEEL. 
The Tariff Review of Celesc Distribuição, applied as of August 22, 2016, resulted in an average tariff effect to be perceived by 
consumers of -4.16%, composed of the Tariff Readjustment Index (IRT) of -1, 54% (economic effect resulting from the updating of 
Parcel A and B costs), the financial component of -0.47% in the current process and the effect of the withdrawal of financial 
components considered in the previous ordinary process of -2.15%. In the composition of the IRT for the period 2016-2017, Parcel A 
(non-manageable costs) increased by -2.20% in relation to the costs that were added in the RTE by financial component. Portion B 
(manageable costs) represented a variation of 0.66%. The table below details the composition of the readjustment items: 
 

 
 
Regarding the remuneration of the assets of the Regulatory Remuneration Base - BRR defined for the 4th tariff cycle, R$ 3.0 billion net 
(Order no. 1,920 / 16), it was defined 8.09% referring to the WACC Regulatory real and depreciation rate average at 3.78% a.a. 
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http://celesc.firbweb.com.br/wp-content/uploads/2015/03/RH-1.927-de-2015-Reajuste-Tarifario.pdf
http://celesc.firbweb.com.br/wp-content/uploads/2015/03/NT-194-de-2015-Reajuste-Tarifario.pdf
http://celesc.firbweb.com.br/wp-content/uploads/2016/08/NT-287-de-2016-complemantar-Revisao-Tarifaria.pdf
http://celesc.firbweb.com.br/wp-content/uploads/2016/08/NT-287-de-2016-complemantar-Revisao-Tarifaria.pdf
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Annual Tariff Adjustment 2017- Resolução Homologatória Nº 2.286 and Nota Técnica 236/2017 - SGT/ANEEL    
The Tariff Adjustment of Celesc Distribuição, applied as of August 22, 2017, resulted in an average tariff effect to be perceived by 
consumers in the order of 7.85%, composed of the Tariff Readjustment Index (IRT) of 3.80% (economic effect resulting from the 
updating of Parcel A and B costs), the financial component of 2.83% in the current process and the effect of the withdrawal of the 
financial components considered in the previous ordinary process, 1.22%. In the composition of the IRT for the period 2017-2018, 
Parcel A (non-manageable costs), which changed by 3.67% in relation to the costs that were added in the RTE by financial component 
and Parcel B (manageable costs) of 0.13%. 
 

 
 

2.2 ς Celesc Geração 
2.2.1 ς Operational Performance 
 
Production 
In 3Q17, 86.7 GWh of energy was generated by the generating plants of Celesc Geração, 31.5% lower than that produced in 3Q16. 
Among the factors that contributed to the reduction, the following stand out: i) Irregular rainfall distribution during the quarter; ii) 
Interventions in generating units; iii) The Cedros plant is out of operation for investments (automation of the 
plant and dam automation). In the year, there was a decrease of 24.5% due to the low rainfall and also the interventions in the Pery 
and Bracinho plants. 
 

    
 
It should be noted that the Pery plant had its concession agreement renewed for a further thirty years, becoming effective as of July 
10, 2017, according to the fourth amendment term of concession contract No. 006/2013. 

  

Celesc Geração S.A. | Energy Production

2016 2017 ȹ 2016 2017 ȹ

Own Generating Plants 126.6 86.7 -31.5% 464.1 350.3 -24.5%

PCH Palmeiras 26.1 23.8 -8.6% 115.1 95.3 -17.2%

PCH Bracinho 11.6 11.9 3.2% 48.1 33.6 -30.1%

PCH Garcia 14.8 16.0 8.5% 49.7 50.0 0.7%

PCH Cedros 16.0 0.0 -100.0% 49.7 27.5 -44.7%

PCH Salto 7.8 3.5 -55.2% 20.8 12.0 -42.6%

PCH Celso Ramos 10.6 5.5 -48.5% 32.4 22.8 -29.9%

PCH Pery 25.9 14.5 -44.2% 103.7 72.8 -29.8%

PCH Caveiras 5.7 5.2 -10.1% 19.6 16.3 -16.7%

PCH Ivo Silveira 5.5 5.1 -8.0% 16.6 14.4 -13.0%

PCH Piraí 0.7 0.6 -24.8% 2.8 2.3 -17.6%

CGH Rio do Peixe 1.0 0.3 -70.1% 3.1 2.0 -36.1%

CGH São Lourenço 0.7 0.3 -54.6% 2.3 1.1 -49.1%

Global Capacity Factor 53.7% 36.8% 66.4% 50.1%

 Operating Performance (MWh) 
3nd Quarter Accumulated 9 Months

file://///celfs01/DADOS/GRUPOS/DPRI/10.%20REGULACAO/10.2%20REAJUSTES%20TARIFARIOS/Reajuste%202017/Resolucao%20Homologatoria%202286.pdf
mailto:http://celesc.firbweb.com.br/wp-content/uploads/2017/08/Nota-Tecnica-236_2017-Reajuste-Tarifario-CELESC.pdf
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2.2.2 ς Financial Performance 

 
 

Outcome Highlights 
Celesc Geração's Net Operating Revenue increased 31.3% (+ R$ 9.8 million) in the third quarter of 2017, registering R$ 41.2 million, 
reflecting the significant increase in LDP, although the amount of energy available for commercialization had a slight reduction in the 
period. In the year ROL (Net Operating Revenue) increased by 24.4% (+ R$ 22.3 million) due to the increase in the LDP. Of note was 
the provision of R$ 8.6 million in the quarter and R$ 10.5 million in the year resulting from PECDL regarding adjustments to the GSF 
injunctions (details in Regulatory Aspects). 
 
As we did not have a reversal of the allowance for impairment or other non-recurring events in the year, EBITDA and Adjusted Income 
were similar to EBITDA and IFRS Income. 
 

 
 

Gross Operating Revenue 
 

 
 
The variation in the quarter is mainly explained by: 

i. Reduction of 22.4% in the energy supply account (closing of contracts); 
ii. Revenue from short-term energy increased 438.6% due to the increase in LDP; 
iii. Higher level of commercialization in the energy supply account, which presented a positive variation of 27.4%; 

Celesc Geração S.A. | Main Financial Indicators

2016 2017 ȹ 2016 2017 ȹ

Gross Operating Revenue 33.8 45.0 32.9% 99.1 125.1 26.3%

Deductions from  Operating Revenue (2.5) (3.8) 52.2% (7.8) (11.5) 48.7%

Net Revenue 31.4 41.2 31.3% 91.4 113.6 24.4%

Operating Costs and Expenses (18.6) (24.3) 30.4% (54.3) (54.6) 0.5%

Electricity Costs (4.5) (4.4) -0.6% (13.3) (13.2) -1.0%

Operating Expenses (14.2) (19.9) 40.2% (41.0) (41.4) 0.9%

Equity Result (0.5) (1.0) 122.4% (1.0) (1.6) 73.2%

Operating Results 12.3 15.9 29.4% 36.1 57.4 59.0%

EBITDA 22.7 20.0 -11.7% 67.2 69.4 3.3%

EBITDA Margin (%) 72.3% 48.6% 73.6% 61.1%

Financial Result (5.2) (0.7) -85.8% (13.8) (7.5) 45.3%

LAIR 7.1 15.2 113.1% 22.3 49.9 123.2%

IR/CSLL (2.6) (5.5) (8.5) (17.5)

Net Profit / Losses 4.5 9.7 115.2% 13.9 32.4 133.2%

Net Margin (%) 14.3% 23.5% 15.2% 28.5%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Geração S.A. | IFRS - Non-Recurring

2016 2017 ȹ 2014 2015 ȹ

EBITDA (IFRS - Non-Recurring) 20.8 20.0 -3.7% 61.6 69.4 12.8%

Adjusted EBITDA Margin (%) 66.3% 48.6% 67.4% 61.1%

Net Profit / Loss (IFRS  - Non-Recurring) 3.2 9.7 197.8% 10.1 32.4 219.2%

Adjusted Net Margin (%) 10.4% 23.5% 11.1% 28.5%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Geração S.A. | Gross Operating Revenue

2016 2017 ȹ 2016 2017 ȹ

GROSS OPERATING REVENUE 33.8 45.0 32.9% 99.1 125.1 26.3%

Electric Sales 12.7 9.8 -22.4% 31.5 25.5 -19.0%

Electric Energy Supply 9.5 12.1 27.4% 23.3 49.7 113.5%

Spot Energy 2.0 11.0 438.6% 9.2 19.8 114.4%

Financial Income - Interest and update BO 9.6 12.1 25.3% 35.2 30.2 -14.1%

 R$ Million 
3nd Quarter Accumulated 9 Months
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iv. Average selling price of R$ 229.21 (R$ 203.68 without CCEE) in the third quarter of 2017 versus R$ 153.09 (R$ 151.75 without 
CCEE) in the third quarter of 2016, a variation of 49.7% (34, 2% without CCEE); 

v. Revenue of R$ 12.1 million resulting from the upgrade (R$ 4.1 million) and interest (R$ 8.0 million) on grant bonus. 
 

The table below shows the physical quantities of energy billed in the third quarter of 2017 for each of the segments. 
 

 
 
Energy invoiced decreased by 0.2% in the quarter (-0.3 GWh). This movement was mainly due to: (i) Increase in short-term energy 
settlement at CCEE; (ii) Increase of 21.9% in the supply segment is due to the start of physical guarantee quota contracts, in particular, 
the Pery plant (Jul / 17). The reduction of the physical guarantee of the plants due to the severity of the adjustment factor GSF 
(Energy Reallocation Mechanism - MRE of the participating plants), impacted the total amount of energy commercialized. However, 
because some of the Company's plants have quota agreements in the ACR, with about 70% of their physical guarantees, the impact 
was small, since the legislation imputed to captive consumers to absorb the cost of hiring physical security quotas; (iii) Contraction of 
49.3% in the industrial class due to the closing of contracts and also the shift to contracts with distributors. The average sale price 
presented a positive variation of 49.7% and 34.2%, respectively, with and without CCEE. 
 
The Pery Plant has been extended by the provisions of law 12.873 / 2013 and the tariff reflects, only, the cost of O & M, however, the 
company is entitled to compensation of R$ 113.9 million that will be received via the plant's tariff for the duration of the concession 
period as regulated by ANEEL Resolution 257/2017. The other mills that were classified under the quota system, their concession was 
obtained by means of an auction (Bid Notice 12/2015) with the payment of grants, thus, the tariffs of these plants reflect in addition 
to the cost of administration and O & M the return of the grant bonus and other investments. 
 
Net operating revenue 
Net Operating Revenue (ROL) was a reflection of the increase in the LDP, although the amount of energy available for settlement in 
the short-term market (CCEE) was slightly reduced, as detailed above. 
 

 
 

Celesc Geração S.A. | Energia Sold

2016 2017 ȹ 9M16 9M17 ȹ

Electric Energy Supply 155.0          154.7        -0.2% 488.7         327.9        -32.9%

Industrial 77.6            39.4          -49.3% 186.3         66.8          -64.1%

Commercial, Services and Other -              12.1          -              24.0          

Electric Energy Sales to distributors 78.2            95.4          21.9% 292.5         201.5        -31.1%

Electric Energy Trading Chamber (CCEE) (0.8)             7.8            1034% 10.0            35.6          256.3%

Average Sales Price Without CCEE (R$/MWh) 151.75        203.68     34.2% 123.91       204.37      64.9%

Average Sales Price With CCEE (R$/MWh) 153.09        229.21     49.7% 124.05       220.87      78.1%

 GWh 
3nd Quarter Accumulated 9 Months
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Operating Costs and Expenses 

 
 
Operating costs and expenses increased 30.4% (+ R$ 5.7 million) to R$ 24.3 million in the quarter. Energy costs remained practically 
constant (a small negative change of 0.6%), registering R$ 4.4 million in the third quarter of 2017. Among the energy costs, we 
highlight the purchase of 16 MW from a conventional source for resale (commercialization), a contract valid until March 31, 2025. 
PMSO expenses increased 178.0% (+ R$ 10.1 million), signaling R$ 15.7 million, evidencing a 37.9% increase in personnel expenses 
(+R$ 1.5 million), this increase is related to retroactive payment of airfare and daily expenses from 2012 to 2016 of the distributor's 
employees at generation's disposal (+ R$ 1.6), while services with third party had a reduction of 2.9% (-R$ 0.1 million) in relation to 
3Q16. Of note was the provision of R$ 8.6 million in the quarter and R$ 10.5 million in the year resulting from PECDL regarding 
adjustments to the GSF injunctions (detail in Regulatory Aspects). 
 
In the accumulated period of 2017, there was an expansion of 0.5% (+ R$ 0.3 million), considering that energy costs decreased by 
1.0% (-R$ 0.1 million) in the year and PMSO expenses a positive variation of 89.0% (+ R$ 3.8 million), due to the same reasons given in 
the quarterly analysis (increase in expenses with personnel and services with third parties and net provisions). 
 
Equity in earnings 
Celesc Geração 's stakes include Rodinha Energética (32.5% stake), Energel Panel (32.5% stake), Campo Belo Energética (30.0% stake), 
Companhia Energética Rio das Flores participation), Xavantina Energética (40.0% stake) and Garça Branca (49.0% stake). Recently the 
company acquired via a transmission auction, as in Comunicado ao Mercado - Leilão de Transmissão, a 10% interest in the Consortium 
Aliança, together with EDP - Energias do Brasil. 
 
The table below reflects Celesc Geração's Equity in 3Q17 and accumulated in the year. 

 

 

Celesc Geração S.A. | Operating Costs and Expenses

2016 2017 ȹ 2016 2017 ȹ

OPERATING COSTS AND EXPENSES (18.6) (24.3) 30.4% (54.3) (54.6) 0.5%

Electric Energy Costs (4.5) (4.4) -0.6% (13.3) (13.2) -1.0%

Electric Energy Purchased for Relase + Charges (3.9) (3.9) 0.0% (11.5) (11.5) -0.4%

Electric Grid Usade (0.6) (0.6) -4.2% (1.8) (1.7) -4.8%

PMSO (5.7) (15.7) 178.0% (15.5) (29.4) 89.0%

Personnel and Management (3.8) (5.3) 37.9% (10.4) (12.8) 23.6%

Material (0.1) (0.0) -56.5% (0.3) (0.1) -46.0%

Third Parties Services (1.8) (1.7) -2.9% (5.2) (5.4) 4.3%

Financial compensation for use of Hidric Sources 0.0 (8.6) 0.0 (10.5) -116855.6%

Other Expenses 0.0 (0.1) -272.1% 0.3 (0.4) -235.7%

Provision / Reversion Impairment Test 1.9 0.0 -100.0% 5.7 0.0 -100%

Depreciation / Amortization (10.4) (4.1) -60.2% (31.1) (12.0) -61.4%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Geração| Equity Result

2016 2017 ɲ 2016 2017 ɲ

Rondinha Energética S.A. (169.3) (524.4) 209.7% 156.8 (771.3) -591.9%

Painel Energética S.A. (1.0) (8.4) 753.5% (3.5) (25.8) 627.4%

Campo Belo Energética S.A. (7.6) 4.4 158.0% (23.3) (17.7) -23.9%

Companhia Energética Rio das Flores 316.6 378.4 19.5% 859.6 1,117.9 30.1%

Xavantina Energética S.A. (53.5) (212.5) 297.2% (862.3) (574.2) -33.4%

Garça Branca (535.5) (629.8) 17.6% (1,077.7) (1,365.5) 26.7%

EDP Transmissão Aliança SC S.A. (8.8) (8.8)

Equity Result (450.4) (1,001.2) 122.3% (950.4) (1,645.3) 73.1%

R$ thousand
3nd Quarter Accumulated 9 Months

mailto:http://celesc.firbweb.com.br/wp-content/uploads/2017/02/COMUNICADO-AO-MERCADO-RESULTADO-DO-LEILAO-TRANSMISSAO-05-2016.pdf
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It is noteworthy that the SPEs: Rondinha, Rio das Flores and Xavantina are in commercial operation. SPE Garça Branca had work begun 
in the first half of 2015 with the prospect of starting operations in the first quarter of 2018 and SPEs Campo Belo and Panel are in the 
project review phase. 
 

EBITDA and Net Income 
Considering that the reversal / provision for loss was not obtained in the Fixed Assets (impairment), which will be accounted for 
annually, or another effect considered non-recurring, adjusted EBITDA was corresponding to the IFRS EBITDA. 

 

 
 
 
Similar to EBITDA, the quarter did not present a reversal of a provision for impairment and adjusted income was similar to IFRS 
Income. 
 

 
 

  

Celesc Geração S.A. | EBITDA IFRS Conciliation

2016 2017 ȹ 2014 2015 ȹ

Profit / Loss Net 4.5 9.7 115.2% 13.9 32.4 133.2%

(+) Income Tax and Social Contribution 2.6 5.5 8.5 17.5

(+) Financial Result 5.2 0.7 13.8 7.5

(+) Depreciation and Amortization 10.4 4.1 31.1 12.0

EBITDA 22.7 20.0 -11.7% 67.2 69.4 3.3%

(-) Non-Recurring Effects 

SPHs Impairment Tests - Reversal of Provision 1.9 0.0 0.0% 5.7 0.0 0.0%

(=) Adjusted EBITDA by Non-Recurring Effects 20.8 20.0 -3.7% 61.6 69.4 12.8%

EBITDA IFRS Margin 72.3% 48.6% 73.6% 61.1%

Adjusted Net Margin (%) 66.3% 48.6% 67.4% 61.1%

 R$ Million 
3nd Quarter Accumulated 9 Months

Celesc Geração S.A. / Adjustments - Net Profit / Loss

2016 2017 ȹ 2014 2015 ȹ

Profit / Loss Net (IFRS Reported) 4.5 9.7 115.2% 13.9 32.4 133.2%

(-) Non-Recurring Effects 

SPHs Impairment Tests - Reversal of Provision 1.2 0.0 0.0% 3.7 0.0 0%

(=)  Profit / Loss Adjusted  by Non-Recurring Effects 3.2 9.7 197.8% 10.1 32.4 219.2%

Net Margin (%) 14.3% 23.5% 15.2% 28.5%

Adjusted Net Margin (%) 10.4% 23.5% 11.1% 28.5%

 R$ Million 
3nd Quarter Accumulated 9 Months
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Indebtedness 
 

 
 
Debentures 
On January 28, 2016, at an extraordinary general meeting, the Company unanimously approved the issuance by the Company of 
15,000 (fifteen thousand) simple, non-convertible debentures of unsecured kind, guaranteed (single unit value), with a nominal unit 
value of R$ 10,000.00 (ten thousand reais) ("Nominal Unit Value"), totaling one hundred and fifty million reais (R$ 150,000,000.00). 
The Debentures are simple, not convertible into shares, unsecured and with additional colateral security guarantee. The Debentures 
are nominative and book-entry, without issuance of caution or certificates, and mature within 24 (twenty four) months from the date 
of issue, without monetary adjustment. The remuneration interest will correspond to 125.0% (one hundred and twenty five percent) 
of the cumulative variation of the daily average rates of DI - Interbank Deposits and will be paid quarterly, without grace period, in 
June, September, December and March. the first payment due on June 3, 2016 and the last payment due on the due date. The unit 
face value of the Debentures will be fully amortized on the maturity date, except for the anticipated settlement of the debentures 
resulting from the early redemption, extraordinary amortization or on the date of the anticipated maturity. The Debentures have a 
covenant commitment to present the Net Debt / EBITDA ratio of less than 2.5 in the first two semesters and the Net Debt / EBITDA 
ratio of less than 2 in the last two semesters. 
  
The proceeds from Celesc Geração's debenture issue were used to pay the second installment of hydroelectric power plants that had 
their concession renewed at the end of 2015. The issue was guaranteed by the holding company Celesc. 
 
Celesc Geração is in the process of finalizing for issuance of R$ 230 million in debentures as  Comunicado ao Mercado - 2º Emissão de 
Debêntures Simples da Celesc Geração S.A.. the proceeds from the issuance will be applied in the extension and improvement of the 
debt profile with the discharge of the 1st issuance, expansion of the own generation park and in the EDP Transmission alliance SC 
transmission project. 
 
Celesc Generation and Parent Company Ratings 
Fitch Ratings assigned A + (A plus) ratings to Centrais Elétricas de Santa Catarina S.A. (Celesc) and to its wholly-owned subsidiary, 
Celesc Geração S.A. (Celesc G). At the same time, the agency assigned the long-term national rating 'A + (bra)' (A plus (bra)) to Celesc 
G's first issue of debentures in the amount of up to BRL150 million and a two-year term. The Corporate Ratings Perspective is Stable. 
 
Investments | CAPEX 
Investments in SPEs totaled R$ 5.0 million in the year, of which R$ 3.8 million was invested in SPE Garça Branca and R$ 1.0 million in 
SPE Xavantina. On the other hand, investments in its own generating plant totaled R$ 4.8 million in the year, recording R$ 2.6 million 
in investments in the Bracinho plant, R$ 0.7 million in the Pery plant, R$ 0.3 million in the Rio do Peixe plant and R$ 0 , 5 million in 
Central Administration.  
 

Celesc Geração S.A. | Debt

Short-Term Debt 1.9 150.2 7752.85%

Long-Term Debt 148.1 0.0 -100.00%

Total Debt 150.0 150.2 0.14%

( - ) Cash and Cash equivalents 18.6 64.6 247.37%

Net Debt 131.4 85.6 -34.84%

Net Debt / EBITDA LTM 1.4x 0.9x

Net Debt / Ajusted EBITDA LTM 1.7x 1.0x

Total Debt / Equity 0.4x 0.4x

Net Debt / Equity 0.3x 0.2x

in Setember 

30, 2017

Financial Debt 3Q17

ȹ R$ Million 
in December 

31, 2016

mailto:http://celesc.firbweb.com.br/wp-content/uploads/2017/02/COMUNICADO-2%C2%AA-EMISSAO-DEBENTURES-CELESC-G-vFinal.pdf
mailto:http://celesc.firbweb.com.br/wp-content/uploads/2017/02/COMUNICADO-2%C2%AA-EMISSAO-DEBENTURES-CELESC-G-vFinal.pdf
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.  
 
For 2017, the investment budget is R$ 38.5 million, of which R$ 5.3 million is for New Businesses, R$ 18.7 million for Expansions and 
R$ 14.5 million for Improvements. 

 
2.2.3 ς Regulatory Aspects of Celesc Geração S.A. 
 

MME Ordinance No. 218 of May 15, 2015 
The Ministry of Mines and Energy - MME, through Ordinance No. 218 of May 15, 2015 (published in DOU No. 92, Section 1, page 62), 
determined that ANEEL should promote Auction for the grant of the concessions of several Hydroelectric Power Plants , of which 05 
(five) SHPs 100% owned by Celesc Geração, for which the Company's governing bodies had decided not to adhere to the terms of the 
early extension of the concessions, in accordance with the terms and conditions established in Provisional Measure No. 579 / 2012, 
subsequently converted into Law No. 12,783 of January 11, 2013. 
 
According to the sectoral regulation established by the stated Law, after the concession ends, the plant will be tendered in the form of 
revenue per tariff, established through the Annual Revenue Generation - RAG. Following the publication of Provisional Measure No. 
688/2015, the economic conditions for participation in the auction became considerably more attractive, since the Annual 
Compensation for Plant Management - GAG-O & M, compensation for improvements - GAG - Improvements, as well as the Return on 
Bonus of Concession - RBO in rate of 9.04% real a.a. On the other hand, the Concession Bonus in the amount of R$ 228.0 million was 
required as part of the bid to be carried out in the auction, the winner of which would be the one offering the lowest annual cost of 
managing generation assets, expressed in R$/year. Considering this new condition, a Working Group was created that developed 
technical analysis with the objective of evaluating the feasibility of the business and presenting the possible business models for 
participation in the bidding contest of the mills. After the presentation of the works, there was an address for participation in the 
auction, whose ceiling discount was decided at the General Shareholders' Meeting held one day before the event, that is, on 
November 24, 2015. 
 
As a result of the auction, Celesc Geração won Lot C by offering a discount of 5.21% of the ceiling price defined for the management 
of generation services for the 5 (five) plant batch, added to the financial contribution of R$ 228.0 million as Bonus. Finally, as a result 
of the auction, Celesc Geração signed the Concession Agreements for Generation Service No. 006/2016 and 007/2016 on January 5, 
2016, whose extracts from said contracts were published in the Official Gazette of the January 7, 2016. The Palmeiras, Bracinho, 
Cedros and Salto PCH plants have concessions prior to the 12/15 auction still in force until November 7, 2016, and from this date will 
begin the execution of the new Contract of Concession in the system of Allocation of Quotas of Physical Guarantee and Energy. Below 
is the list of the plants of Lot C won by Celesc Generation: 

 

 
 
In January 2016, Celesc Geração paid the first installment in the amount of R$ 148.5 million. At the beginning of July 2016, the second 
installment of the Concession Bonus for Auction # 12/15 was paid, in the updated amount of R$ 85.4 million. 

Celesc Geração S.A. | CAPEX

2016 2017 ȹ 2016 2017 ȹ

Investments Celesc Geração 3.2 3.8 16.8% 3.7 9.8 161.4%

Investiments in SPEs 2.6 2.3 -10.2% 2.6 5.0 93.5%

Own Power Plants Generating Complex 0.6 1.4 125.7% 1.2 4.8 312.3%

 R$ Million 
3nd Quarter Acumulado 9 Meses

Own Generator Park | Plants included in Ordinance of MME nº 218 of 05/15/2015

PLANTS Location

Final Term of 

the 

Concession

Installed 

Power (MW)

Physical 

Warranty 

(MW)

PCH Palmeiras Rio dos Cedros/SC 07/11/2016 24.60 16.70

PCH Bracinho Schroeder/SC 07/11/2016 15.00 8.80

PCH Garcia Angelina/SC 07/07/2015 8.92 7.10

PCH Cedros Rio dos Cedros/SC 07/11/2016 8.40 6.75

PCH Salto Blumenau/SC 07/11/2016 6.28 5.25

Total - MW 63.20 44.60
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Through Homologatory Resolution n. 2,107 / 2016, published on 07/22/2016, the new Annual Revenues of Generation of the Usinas 
Garcia (R$ 10,427,884.33), Bracinho (R$ 7,915,892.95) and Cedros (R$ 5,778) were published. 409.10), Palmeiras (R$ 11,998,850.47) 
and Salto (R$ 4,107,446.05), in line with the expectation of the company designed at the time of the auction (average value of R$ 
203.3 / MWh) . 
 
The energy generated by the plants will be allocated to the quota system, which is the percentage of the Physical Energy and Power 
Guarantee of the Power Plant allocated to the Distributors of the National Interconnected System (SIN). The quota system will be 
100% of the Physical Guarantee in 2016 and 70% as of January 1, 2017, as established in Resolution no. 2 of January 18, 2015, of the 
National Council of Energy Policy - CNPE, and Concession. 
 
Grant PCH Caveiras 
In compliance with Law No. 12,783 / 2013, the Company filed with ANEEL, on July 8, 2013, the request to know the conditions for the 
early extension of the concession for the SHP that will expire in July 2018. analysis and approval of the request by the Board of 
Directors of ANEEL, where the annual generation revenue - GAG for the plant was disclosed. Currently, studies are being carried out 
to analyze the feasibility of the extension of the concession in the quota system established by MP 579/12. The company also awaits 
ANEEL's call for the signature of the Addendum to the Concession Agreement. 
 
With the recent edition of Provisional Measure no. 735/16 and its conversion into the Draft Law of Conversion PLV n. 029/2016, 
already approved in the Chamber of Deputies and in the Federal Senate, depending only on presidential sanction, the PCH Caveiras 
Plant may have the benefit of submitting only to the condition of registration before the regulatory body ANEEL, provides in its article 
5 the inclusion of the ninth paragraph to article 1 of Law n. 12.783 / 2013, providing that "The term of the concessions or 
authorizations of hydroelectric generation of power equal to or less than 5 MW (five megawatts), the provisions of art. 8 of Law No. 
9,074 of July 7, 1995. " If there is no presidential veto to this legal provision, or even if it is approved again by the Chamber of 
Deputies, the PCH Caveiras plants will no longer submit to the quota system, being held by Celesc Geração, with no defined 
concession period, and instead, only the registration of the plant with ANEEL will be required by the Granting Authority. 
 
Grant PCH Pery 
After several studies were carried out, as well as the discussions formulated with the Ministry of Mines and Energy (MME), the 
prospect of a very positive operating result for the Pery Plant in the new Quota Regime (MP 579/12) was concluded. Board of 
Executive Officers decided to approve and submit to the Board of Directors and to the General Shareholders' Meeting of Celesc 
Geração a proposal to extend the Pery Plant concession in the Quotas Regime pursuant to Art. 1 of Law 12,783 / 2013 (MP 579/2012), 
with the withdrawal of the Special and Extraordinary Resources managed in the process nº 5022350-56.2012.404.7200, which was 
approved on 07/07/2017, with the signature of the Addendum to the Concession Agreement, extending the concession of the Pery 
Plant for another 30 years as Comunicado ao Mercado - Prorrogação da Concessão da Usina Pery of 07/07/2017.  
 
Grant PCH Celso Ramos 
With the expansion project of 7.2MW (5.4MW to 12.6MW) approved by the Regulatory Body (Aneel Dispatch no. 115/2014), the 
Company sent all necessary documentation to ANEEL, and at the 8th REGULAR PUBLIC MEETING of the Board of Directors of ANEEL, 
held on March 17, 2015, obtained the authorization for the beginning of the expansion works, as well as, the extension of the 
concession term for 20 (twenty) years, based on the provisions of paragraph 7 of art. 26 of Law 9,427 / 1996 (Authorizing Resolution 
No. 5,078). The term for the works to expand the plant ends in the year 2021. In order to legitimize said authorizations, Celesc 
Geração signed with ANEEL the Second Addendum to the Concession Agreement No. 006/2013. 
 
Physical Warranty Adjustment Factor - GSF 
Celesc Geração filed an Ordinary Judicial Action against ANEEL requiring it to determine that CCEE review the method of calculation of 
the MRE, as well as to guarantee the energy input equivalent to the physical guarantee - GF. 
 
In an application for early protection, Celesc G requested: 
i) that ANEEL determines that CCEE allocates monthly to the author an amount of energy equivalent to 100% of the Physical 
Guarantee; 
ii) if item i) is not granted, it guarantees to the author the energy equivalent to 95% of the Physical Guarantee; 
iii) or alternatively, amount of electricity equivalent to what would be the total generation of the MRE if there was no physical 
guarantee. 
 

mailto:http://celesc.firbweb.com.br/wp-content/uploads/2017/02/COMUNICADO-AO-MERCADO-Prorrogacao-Concessao-Usina-Pery-vFINAL.pdf?subject=Comunicado%20ao%20mercado%20
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It also required that items (i), (ii) or (iii), mentioned above, be preemptively secured until the final and unappealable decision. 
 
In summary, Celesc Geração seeks to suspend the registration of costs incurred by hydroelectric generators, resulting from the 
application of the Generation Scaling Factor (GSF7), since the frustration of hydroelectric generation in the current scenario stems 
both from structural and cyclical factors. 
 
The GSF represents an index that expresses the ratio between the sum of all the energy produced by the hydroelectric plants that are 
part of the Energy Reallocation Mechanism (MRE) and the sum of the physical guarantees of the plants. Between 2005 and 2012, the 
annual GSF of the MRE was always above 100%, not burdening the hydroelectric generators. As of 2013, this scenario began to 
reverse, worsening severely in 2014 (90.6%), 2015 (84.7%) and 2016 (86.8%) when it was below 100% all year round , in 2017 
recorded 83.2% adjusted up to September. The GSF below 100% imposed on the generators an adjustment in their physical guarantee 
under the MRE, which falls short of the amount of their energy trading contracts and which obliges generators to acquire the deficit 
energy at the free market price. 
 
On August 5, 2015, a decision was issued by the 5th Federal Court of the Federal Regional Court of the 1st Region, granting the 
vindicated injunction, partially granting early protection and ordering that ANEEL and CCEE refrain from proceeding MRE - in an 
amount inferior to the physical guarantee of the same set, in order to limit the incidence of the GSF adjustment factor to the 
maximum percentage of 5% of the total physical guarantee of the applicants. 
 
In January 2016, considering a judicial decision rendered in another proceeding in which the GSF adjustment factor is discussed, 
Celesc Geração was surprised by a statement from the Electric Energy Trading Chamber - CCEE charging it with a financial contribution 
obligation in the order of R$ 152 million. Such collection disregarded the judicial decision rendered in favor of Celesc Geração in the 
process in which it discusses the Adjustment Factor GSF, and the reason why it was tried in court obtaining a new judicial decision 
determining the withdrawal of the collection in view of the suspension of any charges arising of the GSF Adjustment Factor, as well as 
the apportionment of the impact of other judicial decisions related to this matter. 
 
Recently, on July 15, 2016, STJ vice president and president-in-office, Laurita Vaz, suspended the injunction that limited to 5% the 
losses with the application of the water generation deficit of members of the Brazilian Association of Clean Energy Generation . 
According to a statement by the director general of the National Electric Energy Agency, Romeu Rufino, the agency will continue 
working to suspend all other injunctions that prevent or limit the collection of the hydrological risk of the plants with contracts in the 
free market. The municipality will use the decision of the Superior Court and Justice to request similar treatment in other judicial 
instances where there are provisional sentences favorable to generators. In this sense, the company is currently carrying out a 
strategic analysis regarding the motion in the case, as well as evaluation of the market movements, in order to anticipate measures, if 
necessary. 
 

2.3 ς SCGÁS 
2.3.1 ς Operational Performance 
The expansion in the volume of gas sold was mainly due to: 

i. 2.9% increase (+3.943 thousand m3) in the industrial class, since the class concentrates 84.1% of the gas consumed, and 
suffers with the changes in the economic scenario; 

ii. An increase of 9.1% (+1,932 thousand m3) in the automotive segment, this class represents 13.7% of the total gas consumed 
and is also severely influenced by the economic context; and 

iii. Increase of 2.9% (+12 thousand m3) in the residential segment. 
In the year, the volume of gas sold amounted to 486,236 thousand m3, up 4.4% (+ 20,594 m3) higher than in 9M16 when it amounted 
to 465,642 m3, with a highlight for the Industrial (+ 4.6% and +18,115 m3) and automotive (+ 5.9% - + 3.779 m3). 

 

                                                 
7 It is the division between the total generated energy and the sum of the physical guarantees of the MRE participating plants. This factor is applied to the physical 
guarantee of all the plants, resulting in the so-called "adjusted physical guarantee". 
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Next, in the graph, the representation of each segment of consumption in the volume of sales in the quarter: 
 

 
2.3.2 ς Financial/Economic Performance  

 

 
 

Without the effects of Construction Revenue (R$ 2.9 million in 3Q16 and R$ 7.7 million in 3Q17), ROL of the natural gas 
distributor totaled R$ 122.1 million in the quarter of 2017, representing a drop of 19, 5% in comparison with the third 
quarter of 2016. In 2017, excluding the effects of construction revenue (null effect on the result), the ROL reduction is 30.6%. 
 
The decrease of 16.0% in net operating revenue in the quarter is a reflection of several factors, among which: 

i. The economic situation is still unfavorable, but with signs of recovery 
ii. Average reduction of 17.1% in the tariff that became effective as of July 2016 according to ARESC Resolution No. 

062/2016; 
iii. Average reduction of 24% in tariff from January 2017 according to ARESC Resolution nº 075/2016; 

SCGÁS S.A. | Gas Sales per Segment

2016 2017 ȹ 2016 2017 ȹ

Industrial 138,068           142,011  2.9% 390,243  408,358       4.6%

Automotive 21,164             23,096    9.1% 63,580    67,360         5.9%

Commercial 1,675               1,440      -14.0% 4,762      3,996            -16.1%

Compressed Gas 418                   430          2.9% 975          1,055            8.2%

Residential 5,525               1,757      -68.2% 6,082      5,393            -11.3%

Industrial Cogeneration 34            54                 

Commercial Cogeneration 8              21                 

Total 166,849           168,776  1.2% 465,642  486,236       4.4%

Volume (thousand m
3
)

3nd Quarter Accumulated 9 Months

2013 2014 2015 2016 3Q16 3Q17 9M16 9M17

Sold Gas Volume (MM m3)

SCGÁS S.A. | Main Financial Indicators

2016 2017 ɲ 2016 2017 ɲ

Gross Operating Revenue 197.6      167.1      -15.5% 627.0      457.2             -27.1%

Deductions from  Operating Revenue (43.0)       (37.2)       -13.5% (135.4)     (103.2)            -23.8%

Net Revenue 154.6      129.9      -16.0% 491.6      354.0             -28.0%

Operating Costs and Expenses (107.5)     (141.4)     31.5% (308.7)     (389.2)            26.1%

Operating Results 47.1         (11.6)       -124.6% 182.9      (35.2)              -119.3%

EBITDA 49.7         (11.6)       -123.4% 189.4      (32.4)              -117.1%

EBITDA Margin (%) 32.1% -9.0% 38.5% -9.2%

Financial Result 1.3           (0.0)          -102.0% 3.2           1.4                  -56%

IR/CSLL 13.9         (6.3)          56.1         19.0                

Net Profit / Losses 27.2         (12.3)       -145.2% 109.9      (35.8)              -132.5%

Net Margin(%) 17.6% -9.5% 22.4% -10.1%

* Adjusted M argins, excluding Contruction Revenue.

 R$ Million 
3nd Quarter Accumulated 9 Months
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iv. Operating costs and expenses increased by 31.5% in the quarter, with variable costs (Gas Purchase) increasing by 
23.9%, impact of exchange rate variation and international price of handling. 
 

 
Investments 
The investments made in the third quarter of 2017 were mainly destined to the expansion of the natural gas distribution network, as 
shown in the table and graph below: 
 

 
 

  
 

  

SCGÁS S.A. | CAPEX

2016 2017 ȹ 2016 2017 ȹ

Distribution Grid 2.5 6.6 166.3% 13.1 19.8 51.2%

Expansion 1.0 4.5 341.5% 8.8 14.7 66.4%

Expenses Management Projects 1.3 1.3 3.1% 3.8 3.8 0.0%

Basic Projects 0.2 0.8 296.1% 0.4 1.3 184.1%

Other 0.4 1.1 201.4% 1.4 2.9 107.0%

Total 2.9 7.7 170.6% 14.5 22.7 56.6%

 R$ Million 
3nd Quarter Accumulated 9 Months
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4 ς Other Holdings (financial data equivalent to 100% of the results of each investee) 
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