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1. A message from the Chairman of the Board of Directors 

 

 

Dear Shareholder, 

 

 

In order to facilitate the participation of our shareholders in the exercise of their voting rights, we 

have prepared this manual based on the principles of Corporate Governance, aiming to expose, 

in a clear manner, all materials to be deliberated in the Meetings, already expressed in the 

Summons Notice. 

The following is an in-depth explanation of the possibilities and conditions under which each 

shareholder can express their vote. 

 

We are counting on your participation. 

 

Yours sincerely, 

 

João Carlos de Souza Meirelles 
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2. Guidelines for Participation in the Ordinary and Extraordinary General 

Meeting 

 

Shareholder participation in the Ordinary and Extraordinary General Meetings is of the utmost 

importance, and in accordance with CVM Instructions 481/09 and 561/15, this participation has 

become more active with the implementation of Distance Voting. CESP adopted this new 

system as from January 1, 2017. 

In this way, as from the first business day of 2017, up to forty-five (45) days prior to the date of 

the ordinary general meeting, the shareholder may submit a Request for inclusion of proposals 

in the Distance Vote Ballot – CVM Instruction 561/15. 

Shareholders may participate in person or via representation by a duly appointed attorney-in-

fact. They can now participate also by submitting a Distance Vote Ballot (CVM Instruction 

481/09). 

 

2.1. Request for Inclusion of Proposals in the Distance Vote Ballot  

For the possibility of adding proposals and candidates to the Board of Directors and Audit 

Committee of CESP, the shareholder shall be required to fulfill the requirements of Articles 21-L 

and 21-M of CVM Instruction 481/2009, as summarized below: 

 

Article 21-L. The Company’s shareholders may add:  

I – Candidates to the Board of Directors and Audit Committee in the Distance Vote Ballot, 

subject to the percentages of certain rights of shares provided in Annex 21-L-I. In the case of 

CESP, the required percentage is 1.0%. 
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II – Proposals for deliberation in the Distance Vote Ballot provided at the ordinary general 

meeting, subject to the capital stock percentages provided in Annex 21-L-II. In the case of 

CESP, the required percentage is 2.0% 

§ 1: The request for inclusion referred to in the heading shall be received by the Chief Investor 

Relations Officer, in writing and according to the guidelines contained in item 12.2 of the 

reference form, in the following period: 

I – The first business day of the fiscal year in which a general meeting is to be held and up to 

forty-five (45) days prior the date of its implementation, in the event of an ordinary general 

meeting; or 

II – The first business day after the occurrence of any event that justifies a summons for a 

general meeting for election of members of the Board of Directors and Audit Committee and up 

to thirty-five (35) days prior to the date of the meeting, in the hypothesis that an extraordinary 

general meeting is summoned for this purpose. 

 

Article 21-M. The request for inclusion referred to in Article 21-L shall: 

I – Comply with the provisions of Article 21-G, as summarized below: 

 

Article 21-G. The description of the matters to be deliberated at the meeting in Distant Vote: 

I – Should be prepared in a clear, objective language that does not mislead the shareholder; 

II – Should contain a maximum of two thousand and one hundred (2,100) characters, including 

spaces, by subject to be deliberated; 

III – Should be formulated as a proposal and indicate its author, so that the shareholder is 

required solely to approve it, reject it, or abstain; 
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IV – May contain indications of websites on which the proposals are described in further detail 

or containing the documents provided in Articles 8-21 of this Instruction, as well as additional 

information and translations into other languages. 

II – should be accompanied by: 

a) The information and documents provided in Articles 8-21 of this Instruction, depending on 

matter; 

b) The indication of the vacancies to which the proposed candidates shall compete; 

c) Documents proving the quality of shareholder and the shareholding participation referred to in 

Article 21-L, subject to the provisions of §2 and §3 of Article 30, whichever applies; and 

d) Information contained in Annex 21-M-II-d, in the event that a proposal is included. 

Sole paragraph: The proposal referred to in Article 21-L may be intended for matters falling 

within the competence of ordinary or extraordinary general meetings. 

The Company shall: 

Article 21-N. Within three (3) business days of receipt of the request for inclusion referred to in 

Article 21-L, the company shall inform its applicants that: 

I – The inclusion complies with the provisions of this article and the proposal or candidates shall 

be included in the Distance Vote Ballot to be provided by the Company; or 

II – The complete list of reasons for which such request fails to comply with the provisions of 

this section, indicating the documents or amendments necessary for rectification. 

Sole paragraph. The applicants of the proposal may rectify it, subject to the deadline 

established in §1 of Article 21-L. 

The templates for Inclusion of Proposals and Distant Voting are available at the following link: 
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http://ri.cesp.com.br/governanca-corporativa/voto-distancia 

 

(See Annex 5 – Form for Inclusion of Proposals in the Distance Vote Ballot) 

 

2.2. Shareholder Participation Mode / Documentation 

2.2.1. Attending Shareholders 

Proof of the shareholder’s condition may be provided at any time until the opening of the 

meeting proceedings, upon presentation of an identity document with photo and the supporting 

document issued by the depositary financial institution of the book-entry shares, stating the 

species and classes of shares and their respective amounts. 

2.2.2. Shareholders Represented by Attorneys-in-Fact 

Shareholders may be represented at the General Meetings by attorneys-in-fact, pursuant to 

Article 126 of Federal Act 6,404/76, providing an original or notarized copy of the Power of 

Attorney and showing proof that the attorney-in-fact is carrying an identity document with 

personnel photo and the following documents, proving the validity of the power of attorney: 

a) Legal Entities: certified copy of the agreement/bylaws of the legal entity being represented, 

proof of the election of the Board of Directors and the corresponding power of attorney, with 

signature notarized in a Notary’s Office; 

b) Natural Persons: power of attorney with notarized signature. 

2.2.3. Foreign Shareholders Represented by Attorneys-in-Fact 

In the event of participation of foreign attorneys-in-fact or foreign-appointed attorneys-in-fact, 

the respective powers of attorney shall be granted to representatives in Brazil, with powers to 

receive a judicial summons, accompanied by a translation by a sworn translator, registered at a 
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Notary’s Office. Where applicable, the signature notarized by the Brazilian Consulate in the 

respective country shall be included. Such powers of attorney shall be presented in the original 

copy in accordance with CJ/JUCESP Opinion No. 1460 of December 16, 2014. 

 

2.3. Distant Voting 

This system allows shareholders to manifest their will at Meetings through the Distance Vote 

Ballot. The Distance Vote Ballot can be downloaded on CESP’s website 

(http://ri.cesp.com.br/governanca-corporativa/voto-distancia), on the CVM website 

(www.cvm.gov.br), and on the BM&FBovespa S.A. Stock Exchange website 

(http://bmfbovespa.com.br). 

Shareholders may submit the Distance Vote Ballot, in a print version filled out and signed as 

established by the Company, up to seven (7) days prior to the meeting date, by the following 

means: 

 Directly to the Company for: 

 By Correspondence: Send to CESP – Companhia Energética de São Paulo – 

Avenida Nossa Senhora do Sabará, 5312 – Escritório 17 – Vila Emir – CEP: 

04447-011 – São Paulo, SP – Brazil; 

 By email: votoadistancia@cesp.com.br 

 

(Shareholders who opt for sending the vote to CESP, by email or by correspondence, 

shall also send the necessary documentation via correspondence, according to item 

2.3.1). 

http://ri.cesp.com.br/governanca-corporativa/voto-distancia
http://www.cvm.gov.br/
http://bmfbovespa.com.br/
mailto:votoadistancia@cesp.com.br
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 Through authorized service providers, i.e. custodians or bookkeepers (shareholders 

who opt for this mode of participation shall be released from sending any 

documentation to CESP); 

During the voting period, shareholders may change their voting instructions as often as deemed 

necessary, and the Company’s voting map shall consider the last voting instruction presented. 

At the end of the voting period, shareholders shall not be allowed to change the voting 

instructions already submitted. In the event that the shareholder deems that the change is 

necessary, they shall be required to the General Meeting personally. 

 

2.3.1. Submission of the Distance Vote Ballot to CESP 

Shareholders may exercise their right to vote by opting to submit the Distant Vote Ballot directly 

to CESP, the shareholders shall also send the following documents, by correspondence: 

Natural Persons 

 Identity document with photo of the shareholder or, where applicable, identity document 

with photo of the attorney-in-fact and the respective power of attorney. 

Legal Entities 

 Last consolidated Bylaws or Articles of Incorporation and corporate documents proving 

the legal representation of the shareholder. 

 Identity document with photo of the legal representative. 

Investment Funds 

 Last consolidated regulation of the fund. 
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 Bylaws or Articles of Incorporation of the Director or Manager, where applicable, subject 

to the voting policy of the fund and corporate documents proving the powers of 

representation. 

 Identity document with photo of the legal representative. 

In relation to the Distance Vote Ballot sent directly by the shareholders, CESP shall do the 

following within three (3) days of receipt: 

 Confirm the receipt and regularity of the ballot; or 

 Communicate the need for rectification or resubmission of the voting, with instructions on 

regularization (On re-submission, the shareholder must observe the deadline of seven 

(7) days). 

 Votes not corrected within the deadline shall be disregarded. 

We highlight the exception provided in CVM Instruction 481/09, relating to the same CPF or 

CNPJ registration number, wherein in the event that there is a divergence between any 

Distance Vote Ballot received by the Company and the voting instruction contained in the 

consolidated voting map sent by the central depositary, the voting instruction contained in the 

voting map shall prevail, and the Distance Vote Ballot received directly by the Company shall be 

disregarded. 

http://ri.cesp.com.br/governanca-corporativa/voto-distancia 

2.3.2. Submission of the Distance Vote Ballot by service providers 

Shareholders who opt to exercise their voting rights through service providers shall transmit 

their voting instructions to their respective custody agents, who, in turn, shall forward such 

voting statements to the Central Depositary of BMF&BOVESPA. 
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Shareholders shall contact their custody agents and verify the procedures established for the 

issuance of voting instructions via the Distance Vote Ballot, as well as the documents and 

information required. 

 

3. Information on the General Meetings 

3.1. General Provisions 

In accordance with Article 121 of Act 6,404/76 – Corporations Act, the General Meeting shall be 

convened and held in accordance with the law and the Company’s statute and shall have the 

power to decide all the business related to the purpose of the Company and take any 

resolutions deemed appropriate for its defense and development. 

 

3.2. Ordinary General Meeting 

Corporations should held, on a yearly basis, the Ordinary General Meeting, within a period of 

four (4) months after the end of the fiscal year, in accordance with Article 132 of the 

Corporations Act. Thus, each year, the Company shall hold the Ordinary General Meeting until 

April 30. 

3.2.1. Location and date 

CESP shall hold the Ordinary General Meeting on April 26, 2017, at 11 a.m., at the 

headquarters of CESP, located at Avenida Nossa Senhora do Sabará, 5312, São Paulo, SP, 

Brazil. 

3.2.2. Installation Quorum 

In accordance with Act 6,404 /76, Corporations Act, Article 125, heading, the Ordinary General 

Meeting shall be convened at the first call with the attendance of shareholders representing, as 
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a minimum, one fourth (¼) of the capital stock with voting rights (ordinary shares). On a second 

call, it shall be held with any number of shareholders. 

 

3.3. Extraordinary General Meeting 

3.3.1. Location and date 

The Extraordinary General Meeting shall be held, on April 26, 2017, at 11 a.m., at the 

headquarters of CESP, located at Avenida Nossa Senhora do Sabará, 5312, São Paulo, SP. 

3.3.2. Installation Quorum 

The Extraordinary General Meeting that aims to amend the Bylaws shall be installed solely on 

first call, with the attendance of shareholders representing, as a minimum, two thirds (2/3) of the 

capital stock, but may be held on second call, with any number of shareholders, in accordance 

Article 135, of act 6,404/76, Corporations Act. 

 

4. Call Notice 

The Call Notice shall be published always in two media outlets, one in the Diário Oficial do 

Estado de São Paulo (Official Gazette of the State of São Paulo) and the other in a large 

circulation outlet. Currently, CESP publishes its notices on Folha de São Paulo. These 

publications are made on three consecutive days on both outlets, always 30 to 15 days prior to 

the Meeting, in accordance with the Corporations Act No. 6,404/76. CESP shall publish its 

notice on March 25, 28 and 29, 2017. Both the Summons Notice and the documents related to 

the matters to be considered at the Ordinary and/or Extraordinary General Meetings shall be 

available to the Shareholders at the Company’s headquarters, or by electronic means on the 
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websites of the Securities and Exchange Commission of Brazil (CVM) and CESP, on the 

Internet, in accordance with CVM Instruction 481/09. 
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5. Annexes 

Annex 1 –  Call Notice; 

Annex 2 –  Proposal of the Board of Directors to the General Meeting; 

Annex 3 –  Template: Power of Attorney; 

Annex 4 –  Template: Distance Vote Ballot; 

Annex 5 – Template: Form for Inclusion of Proposals in the Distance Vote Ballot. 
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ANNEX 1 

 

CESP – COMPANHIA ENERGÉTICA DE SÃO PAULO 

CNPJ/MF No. 60.933.603/0001-78 

NIRE No. 35.300.011.996 

OPEN CAPITAL COMPANY 

 

 

ORDINARY AND EXTRAORDINARY GENERAL MEETINGS 

 

 

CALL 

 

The Shareholders are hereby summoned to meet, in accordance with the provisions of Article 6 

of the Bylaws and Articles 131 and 132 of Federal Act 6,404/76, at the Ordinary and 

Extraordinary General Meetings of this Company, to be held on April l26, 2017, at 11 a.m., at 

the Company’s headquarters, located at Avenida Nossa Senhora do Sabará, 5312, in this 

Capital, to deliberate on the following Agenda: 

 

 

ORDINARY GENERAL MEETING 
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1. Annual Management Report and Financial Statements for the Fiscal Year 2016, 
accompanied by the Independent Auditors’ and Audit Committee’s Opinions; 

 

2. Proposal for allocation of profits and proposal for distribution of dividends to 
shareholders; 

 

3. Election of the members of the Board of Directors; 
 

4. Election of the active members of the Audit Committee and their alternates; 
 

5. Definition of the remuneration of the Directors and members of the Audit Committee. 
 

 

 

EXTRAORDINARY GENERAL MEETING 

 

1. Amendment to the Bylaws, in Article 3, due to the new composition of its capital stock, by 
conversion of shares of one class to the other, previously carried out. Article 3 shall have 
the following wording: 

 

“Article 3 – The capital stock shall be five billion, nine hundred and seventy-five million, four 

hundred and thirty-three thousand, four hundred and fifty-four reais and forty-three centavos 

(R$5,975,433,454.43), divided into three hundred and twenty-seven million, five hundred and 

two thousand, six hundred and seventy-three (327,502,673) shares, with one hundred and nine 

million, one hundred and sixty-seven thousand, seven hundred and fifty-one (109,167,751) 

single-class ordinary shares, seven million, three hundred and ninety-nine thousand, one 
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hundred and twenty-two (7,399,122) Class A preferred shares, and two hundred and ten million, 

nine hundred and thirty-five thousand and eight hundred (210,935,800) Class B preferred 

shares, all being registered and without par value.” 

 

2. Amendment to the Bylaws, in Article 16, due to the new composition of the Board of 
Directors. Article 16 shall have the following wording: 

 

“Article 16 – The Board of Directors shall be composed of four (4) members, with one Chief 

Executive Office, one Chief Financial and Investor Relations Officer, one Chief Administrative 

Officer, and one Chief Generation Officer, with the duties established by the Internal 

Regulations and a term of two (2) years, reelection being permitted pursuant to the law.” 

 

 

Participation in Meetings 

 

The minimum participation percentage in the voting capital stock required by the multiple voting 

system for election of members of the Board of Directors shall be five percent (5%), in 

accordance with CVM Instruction 165/1991 and 481/2009. 

 

Pursuant to Article 161 of Act 6,404/76, preferred and minority shareholders may elect their 

representatives in the Audit Committee, in a separate vote. 
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Proof of the shareholder’s condition may occur at any time until the opening of the Meeting, 

through presentation of an identity document and proof issued by the financial institution 

depositing the book-entry shares, stating the respective classes, species, and amounts. 

 

The shareholders may be represented at the General Meetings by an attorney, pursuant to 

Article 126, §1 and §2 of Federal Act 6,404/76, who shall carry an identity document and 

provide an original or authenticated copy of the Public Instrument, proving the validity of their 

power of attorney and presenting the following documents: 

 

a) Legal Entities: a certified copy of the agreement/bylaws of the legal entity represented, 
proof of the election of the administrators, and the corresponding power of attorney, with 
signature notarized at a Notary’s Office; 

 

b) Natural Persons: power of attorney with a notarized signature. 
 

In the event of participation of foreign attorneys-in-fact or foreign-appointed attorneys-in-fact, 

the respective powers of attorney shall be granted to representatives in Brazil, with powers to 

receive a judicial summons, accompanied by a translation by a sworn translator, registered at a 

Notary’s Office, Where applicable, the signature notarized by the Brazilian Consulate in the 

respective country shall be included. Such powers of attorney shall be presented in the original 

copy in accordance with CJ/JUCESP Opinion No. 1460 of December 16, 2014. 

 

In the case of the option for Absentee Voting, shareholders shall comply with obey CVM 

Instruction 481/2009 and follow the procedures described in the Manual of Participation in 
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General Meetings of CESP, which can be found on the website ri.cesp.com.br, with the same 

requirements as those for onsite participation. 

 

The documents relating to the matters to be considered at the Ordinary and Extraordinary 

General Meetings are available to the Shareholders at the Company’s headquarters, or 

electronically on the websites of the Brazilian Securities and Exchange Commission (CVM) and 

CESP, in accordance with CVM Instruction 481/2009. 

 

 

 

São Paulo, March 24, 2017 

 

 

 

JOÃO CARLOS DE SOUZA MEIRELLES 

Chairman of the Board of Directors 
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MANAGEMENT'S PROPOSAL TO THE ANNUAL AND SPECIAL SHAREHOLDERS' 

MEETING TO BE HELD ON APRIL 26, 2017 

 

TABLE OF CONTENTS 

 

I. Board of Directors' Proposal to the Annual and Special Shareholders' Meeting 
(pages: 2 and 3) 
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No. 481/2009 (pages: 4 to 11) 

III. Officers' Comments under Item 10 of Annex 24 of CVM Instruction No. 480/2009 
(pages: 11 to 44) 

IV. Data of the members of the Board of Directors and Fiscal Council, appointed to 
the election, pursuant to Items 12.5 to 12.10 in Annex 24 of CVM Instruction No. 
480/2009 (pages: 45 to 49) 

V. Fixation of the compensation of Managers and Fiscal Council's members, pursuant 
to Item 13 of Annex 24 of CVM Instruction No. 480/2009 (pages: 50 to 62) 

VI. Amendment to the Articles of Incorporation (pages: 63 to 90) 
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I - BOARD OF DIRECTORS' PROPOSAL TO THE ANNUAL AND SPECIAL SHAREHOLDERS' MEETING TO BE 
HELD ON APRIL 26, 2017 

 

Dear Shareholders, 
 
The Board of Directors of CESP - Companhia Energética de São Paulo hereby presents to the 
Shareholders the following proposals to be under discussion at the General and Special Shareholders' 
Meetings, to be held on April 26, 2017 at 11:00 AM, at its headquarters, located at Avenida Nossa 
Senhora do Sabará, 5.312, in this Capital, in order to discuss the following Agenda: 
 

        GENERAL SHAREHOLDERS' MEETING: 
 

1. Annual Management Report and Financial Statements related to the Fiscal Year 2016, accompanied 
by the Opinions of the Independent Auditors and Fiscal Council; 

 

2. Proposal for use of proceeds and proposal for distribution of dividends to the shareholders; 
 

3. Election of the Board of Directors' members; 
 

4. Election of permanent members of the Fiscal Council and their substitute members;  
 

5. Fixation of the compensation for Managers and Fiscal Council's members. 
 

                                  SPECIAL SHAREHOLDERS' MEETING 

 

1. Amendment to the Articles of Incorporation, in its article 3, in virtue of the new share capital 
composition, due to transformation of shares from one class to another, already previously 
performed. The article 3 shall have the following wording: 

"Article 3 - The share capital is R$ 5,875,433,454.43 (five billion, nine hundred and seventy-five million, 
four hundred and thirty-three thousand, four hundred and fifty-four Brazilian Reals and forty-three 
cents), divided into 327,502,673 (three hundred and twenty-seven million, five hundred and two 
thousand, six hundred and seventy-three) shares, where 109,167,751 (one hundred and ine million, one 
hundred and sixty-seven thousand, seven hundred and fifty-one) are common shares from a single class, 
7,399,122 (seven million, three hundred and ninety-nine thousand, one hundred and twenty-two) are 
class A preferred shares and 210,935,800 (two hundred and ten million, nine hundred and thirty-five 
thousand and eight hundred) are class B preferred shares, all of which being registered with no par 
value. 

2. Amendment to the Articles of Incorporation, in its article 16, in virtue of the new Executive 
Office's composition. The article 16 shall have the following wording: 
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"Article 16 - The executive office shall be comprised of 4 (four) members, where one of them is a CEO, 
one Chief Financial and Investor Relations Officer, one Chief Administrative Officer and one Chief 
Generation Officer, with roles agreed upon in the Internal Regulations, all of which with unified term of 
office of 2 (two) years, with reelection allowed at law." 
 

Attendance at the Meetings 

 

The minimum percentage of attendance in the voting share capital, required to request for the multiple 
voting system for the election of Board of Directors' members, is 5% (five percent), in compliance with 
CVM Instructions No. 165/1991 and No. 481/2009. 
 
Under the article 161 of Law No. 6.404/76, the preferred and minority shareholders may elect their 
representatives at the Fiscal Council, in separate ballot. 
 
The evidence of the condition of shareholder may occur at any time until the commencement of the 
Meeting, upon presenting any ID document and statement issued by the depositary financial institution 
of book-entry shares, informing the respective classes, types and quantities.  
 
The shareholders may be represented at the General Meetings by attorney-in-fact, under article 126, 
Paragraphs 1 and 2, of the Federal Law No. 6.404/76, bearing their ID document and providing an 
original or certified copy of the Public Instrument evidencing the validity of their power of attorney and 
presenting the following documents: 
 

a) Legal Entities: certified copy of the represented legal entity's articles of organization/articles of 
incorporation, proof of election of the managers and corresponding attorney-in-fact with 
signature notarized at notary office;  

 
b) Individuals: power of attorney with signature notarized at notary office. 

In event of power of attorney for foreign shareholders or those residing abroad, the respective powers 

of attorney shall be granted to representatives in Brazil, with powers to receive summons, accompanied 

respectively by the translation made by the Sworn Translator, registered at the notary office of deeds 

and documents and, as the case may be, with signature notarized by the Brazil's Consulate in the 

respective country. Such powers of attorney shall be presented in original copy as per Opinion 

CJ/JUCESP No. 1460, of December 16, 2014. 
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In event of option for Distance Voting, the shareholders shall comply with CVM Instruction 481/2009 

and follow the procedures described in the Manual of Attendance at CESP's General Meetings, which 

may be found at the website: ri.cesp.com.br, with the same requirements for on-site attendance. 

 

The documents applicable to the matters to be discussed at the General and Special Shareholders' 
Meetings are available for the Shareholders at the Company's headquarters or by electronic medium on 
the website of the Brazilian Securities and Exchange Commission - CVM and CESP, in compliance with 
CVM Instruction No. 481/2009. 

 

São Paulo, March 24, 2017. 

 

JOÃO CARLOS DE SOUZA MEIRELLES 

Chairman of the Board of Directors 

 

 

II - USE OF THE NET INCOME IN THE YEAR, PURSUANT TO ANNEX 9-1-II OF CVM INSTRUCTION NO. 

481/2009 

 

1. Net income in the year 

 

The Company closed the fiscal year 2016 with net income of R$ 305,095 thousand. To the net income 

the following transactions were added into the retained earnings account: i) constitution of legal 

reserve at R$ (15,255) thousand; ii) performance of payable profit reserve constituted in 2009 at R$ 

31,097 thousand; and iii) performance of the equity assessment adjustment of the depreciation at R$ 

(26,103) thousand, resulting into the proposal for allocation of R$ 293,834 thousand, of which R$ 

140,000 thousand shall be deducted in 2016 on account of interests on shareholders' equity. 
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2. Global amount and amount per share of the dividends, including declared interim dividends and 

interests on shareholders' equity 

 

The allocation of dividends to the shareholders was proposed at R$ 294,834 thousand, corresponding 

to 100% of the adjusted income of the fiscal year 2016 (as shown below), equivalent to R$ 0.878885 

per Common Share and Class B Preferred Share and R$ 1.824541 per Class A Preferred Share. From the 

amount of proposed dividends, the income paid to the shareholders during the fiscal year 2016 shall be 

deducted on account of Interests on shareholders' equity in the amount of R$ 140,000 thousand, 

equivalent to R$ 1.8245449 per Class A Preferred Share and R$ 0.395185 per Common Share and Class 

B Preferred Share, resulting into R$ 154,834 thousand of balance to distribute as dividends, equivalent 

to R$ 0.483700 per Common Share and Class B Preferred Share. 

 

3. Percentage of distributed net income in the year 

Allocation of 100% of the adjusted income in the fiscal year 2016, as follows: 

Amounts in R$ thousand 

Fiscal Year 2016 

Income in the year 305,095 

Allocations:  

      Legal Reserve (15,255) 

      Performance of payable income reserve 31,097  

      Performance of equity assessment adjustment (depreciation) (26,103)  

Adjusted income in the year (balance for distribution of dividends) 294,834  

      Distributed interests on shareholders' equity  (140,000) 

      Balance to be distributed as dividends (154,834) 

Balance on retained earnings/losses 0.00 

 

4. Global amount and amount per share of distributed dividends based on income of previous years 

 

In 2016, the amount of R$ 31,097 thousand corresponds to the payable income reserve constituted in 

2009, as per item 3 above. 

  

5. Amounts, upon deducting the declared interim dividends and interests on shareholders' equity: 

 

a. Gross amount of dividend and interests on shareholders' equity, in a segregated manner, per 

share of each type and class 
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The allocation of dividends to the shareholders was proposed at R$ 294,834 thousand, 

corresponding to 100% of the adjusted income of the fiscal year 2016 (as shown below), equivalent 

to R$ 0.878885 per Common Share and Class B Preferred Share and R$ 1.824541 per Class A 

Preferred Share. From the amount of proposed dividends, the income paid to the shareholders 

during the fiscal year 2016 shall be deducted on account of Interests on shareholders' equity in the 

amount of R$ 140,000 thousand, equivalent to R$ 1.8245449 per Class A Preferred Share and R$ 

0.395185 per Common Share and Class B Preferred Share, resulting into R$ 154,834 thousand of 

balance to distribute as dividends, equivalent to R$ 0.48370 per Common Share and Class B 

Preferred Share. 

                                                                    Amounts in R$ thousand 

Description 2016 R$ per share 

Allocation of dividends 294,834  

     Common Shares (43,141) 0.395185 

     Class A Preferred Shares (13,500) 1.824545 

     Class B Preferred Shares (83,359) 0.395185 

    Total distributed interests on shareholders' 

equity (140,000) 

 

Balance to be distributed as dividends 154,834  

     Common Shares 52,804 0.483770 

     Class A Preferred Shares 0 0.0 

     Class B Preferred Shares 102,030 0.483770 

 

b. Payment method and term of the dividends and interests on shareholders' equity 

 

The proposed dividends at R$ 294,384 thousand, upon deduction of R$ 140,000 thousand for 

interests on shareholders' equity paid on December 02, 2016, resulted into the net amount of R$ 

154,834 thousand and are distributed into R$ 52,804 thousand for Common Shares (R$ 0.483770 

per share) and R$ 102,030 thousand for Class B Preferred Share (R$ 0.483770 per share), payable 

until June 30, 2017.  

 

c. Levy of adjustment and interests on dividends and interests on shareholders' equity  

 

There was no levy of adjustment, interests on dividends and interests on shareholders' equity. 

 

d. Date of statement of payment of the dividends and interests on shareholders' equity considered 
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for identification of shareholders to be entitled to receive them 

 

The shareholders appearing with shareholding verified on 05.02.2017 shall be entitled, where the 

shares shall be traded "ex-dividend" as from 05.03.2017 at BM&FBOVESPA. 

The dividends shall be payable until June 30, 2017. 

6. Statement of dividends or interests on shareholders' equity based on income assessed on six-

monthly or shorter-term balance sheets 

 

a. Amounts of declared dividends and interests on shareholders' equity: 

 

In 2016, Interests on shareholders' equity in the amount of R$ 140,000 thousand 

were declared and paid. 

 

b. Date of payments of dividends or interests on shareholders' equity 

 

The payment of interests on shareholders' equity referring to the fiscal year 2016, in the amount of 

R$ 140,000 thousand, was made on December 02, 2016. 

 

 

7. Comparative table of amounts per share of each type and class: 

 

a. Net income (loss) in the year and the past 3 (three) years 

 

Fiscal Year 

Income / (loss)        

  Amounts - R$ 

thousand                       

Income / (loss) 

per share - R$                       

2016 305,095 0.93158 

2015 (61,357) (0.18735) 

2014 560,139 1.71033 
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b.  Dividends and interests on shareholders' equity distributed in the past 3 (three) years 

Fiscal 

Year 
Resolution Class of Shares 

Approved Income 

Nature Amount R$ 
Amount per 

Share R$ 

Date of 

Payment 

2016 

RCA      

11/08/2016 

Common Shares JCP 43,141,405.70 0.39518452 

 

12/02/2016 

Class A Preferred 

Shares JCP 13,500,030.62 1.82454494 

Class B Preferred 

Shares JCP 83,358,563.68 0.39518452 

Subtotal 140,000,000.00   

Proposal for 

Resolution at 

AGO 

04/26/2017 

Common Shares 

Mandator

y 

Dividends 52,804,525.48 0.48370077   

06/30/2017 
Class A Preferred 

Shares 

Mandator

y 

Dividends - - 

Class B Preferred 

Shares 

Mandator

y 

Dividends 102,029,809.39 0.48370077   

Subtotal 154,834,334.88   

TOTAL 295,834,334.88   

 

Fiscal 

Year Resolution 

Class of 

Shares 

Approved Income 

Nature Amount R$ 

Amount 

per Share 

R$ 

Date of 

Payment 

2015 

Resolution 

at AGO 

04/26/2016 

Common 

Shares 

Mandatory 

Dividends 9,464,869.47 0.08670023 

06/30/2016 

Class A 

Preferred 

Shares 

Mandatory 

Dividends 13,576,453.51 1.82454494 

Class B 

Preferred 

Shares 

Mandatory 

Dividends 18,284,551.52 0.08670023 

TOTAL 41,325,874.50   
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Fiscal 

Year 
Resolution Class of Shares 

Approved Income 

Nature Amount R$ 
Amount per 

Share R$ 

Date of 

Payment 

2014 

RCA      

8/12/2014 

Common Shares JCP 61,125,032.21 0.55991907 

09/30/2014 

Class A Preferred 

Shares JCP 13,886,525.80 1.82454494 

Class B Preferred 

Shares JCP 117,988,441.99 0.55991907 

Subtotal 193,000,000.00   

Resolution at 

AGO 

04/27/2015 

Common 

Shares 

Minimum 

dividends 138,056,196.67 1.26462587 

05/31/2015 
Class B 

Preferred 

Shares 

Minimum 

dividends 266,487,148.77 1.26462587 

Subtotal 404,543,345.44   

Resolution 

04/27/2015 

Common Shares 

Additional 

dividends 128,518,258.84 1.17725621 

05/31/2015 

Class A Preferred 

Shares 

Additional 

dividends 8,960,041.70 1.17725621 

Class B Preferred 

Shares 

Additional 

dividends 248,076,255.84 1.17725621 

Subtotal 385,554,556.39   

Resolution 

at AGO 

04/27/201

5 

Common Shares 

Additional 

dividends 263,366,117.65 2.41249299 

09/30/2015 

Class A Preferred 

Shares 

Additional 

dividends 18,361,370.74 2.41249299 

Class B Preferred 

Shares 

Additional 

dividends 508,370,413.43 2.41249299 

Subtotal 790,097,901.83   

TOTAL 

1,773,195,803.

65   
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8. Allocation of income to legal reserve 

 

a. Amount allocated to legal reserve 

 

Since the Company closed 2016 with Net Income of R$ 305,095 thousand, R$ 15,255 thousand 

were allocated to legal reserve. 

 

b. Legal reserve calculation method detail 

 

Calculated in 5% of the net income in the year, before any allocation, until the limit of 20% of the 

share capital. 

 

9. Preferred shares entitled to fixed or minimum dividends 

 

a. Fixed or minimum dividend calculation method 

 

Class A Preferred Shares are entitled to annual priority dividend of 10% of the capital represented 

by this class of shares. Class B Preferred Shares of the company are not entitled to priority fixed or 

minimum dividends.  

 

b. Information on whether the income in the year is sufficient for the full payment of the fixed or 

minimum dividends 

 

Yes, as informed in the statement of item 7(b), Class A Preferred Shares received R$ 13,500 

thousand, corresponding to the annual priority dividend equivalent to that provided for in the 

Articles of Incorporation of 10% of the capital amount represented by this class of shares. 

 

c. Identification of eventual unpaid installment is cumulative 

 

There is no unpaid income installment in the year 

 

d. Global amount of fixed or minimum dividends payable for each class of preferred shares 

 

The amount of priority minimum dividend paid to Class A Preferred Shares was R$ 13,500,030.62. 
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e. Fixed or minimum dividends payable per preferred share of each class 

 

The amount of priority minimum dividend per share paid to Class A Preferred Shares was R$ 

1.82454494. 

 

 

 

10. Mandatory dividend 

 

a. Calculation method provided for in the articles of incorporation 

 

As per the Company's Articles of Incorporation, the profit in the fiscal year, after the deductions 

provided at law, shall have the following allocation: 

 

 5% (five percent) shall be applied before any other allocation in the constitution of legal 

reserve, until the limit of 20% (twenty percent) of the share capital; 

 an amount for payment of the priority minimum dividend of class A preferred shares shall be 

allocated from the balance, corresponding to 10% (ten percent) of the paid-in share capital 

amount represent by Class A Preferred Shares to be equally prorated among them; 

 an amount shall be allocated from the balance for the payment of annual mandatory dividend 

for common shares and class B preferred shares, corresponding to (i) 10% (ten percent) of the 

paid-in share capital amount represented by those shares, to be equally prorated among them 

or (ii) 25% (twenty-five percent) of the net income in the year, after the deductions 

determined or allowed at law, in compliance with the provision in item (e) below; 

 up to 20% (twenty percent) of the balance may be allocated, as per resolution at the general 

assembly, for inversion at the expansion of the activities provided for in the Article 2 in these 

articles of incorporation, until the limit of 10% (ten percent) of the share capital; 

 the balance shall have the allocation discussed at the general meeting, in compliance with the 

retentions allowed at law, and in case of distribution of remaining balance to common shares 

and class A and class B preferred shares, it shall be made in equality of conditions. 

 

The payment of interests on account of shareholders' equity compensation may be deducted from 

the amount of dividends payable, pursuant to the laws in force. 

 

b. Payment conditions for the mandatory dividend (full or partial) 
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The Company's results in 2016 are sufficient for the payment of the mandatory dividend.  

 

The dividends proposed at R$ 294,834 thousand, after deducting the interests on shareholders' 

equity paid to the shareholders over the fiscal year 2016 at R$ 140,000 thousand, resulted into R$ 

154,834 thousand of balance to be distributed as dividends, equivalent to R$ 0.483700 per 

Common Share and Class B Preferred Share, payable until June 30, 2017. 

 

c. Retained dividend amount  
 

There is no proposal for dividend retention. 

 

11. In event of retention of mandatory dividend due to the company's financial situation 
 

a. Inform the retention amount 

b. Describe in details the company's financial situation, approaching as well aspects related to the 

analysis on liquidity, working capital and positive cash flows. 

c. Justify the retention of dividends 

 

The company is not retaining any dividends. Thus, items "a, b and c" are not applicable. 

 

12. In event of result for contingency reserve 

 

a. Inform the amount allocated to the reserve 

b. Identify the loss considered as likely and its cause 

c. Explain why the loss was considered as likely 

d. Justify the constitution of reserve 

 

The company is not allocating result for contingency reserve. Thus, items "a, b, c and d" are not 

applicable. 

13. In event of result for payable income reserve 

a. Inform the amount allocated to the payable income reserve 

No Payable Income Reserve was constituted in 2016. 

b.  Inform the nature of unrealized income giving rise to the reserve 

Not applicable (see letter "a" above). 
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14. In event of use of proceeds for statutory reserve 

                

a. Describe the statutory clauses establishing the reserve 

b. Identify the amount allocated to the reserve 

c. Describe how the amount was calculated 

 

No Statutory Reserve was constituted in 2016, where items "a", "b" and "c" in this item are not 

applicable. 

 

15. In event of income retention expected in capital budget 

 

a. Inform the retention amount 

b. Provide copy of the capital budget 

 

No income was retained in 2016, where items "a and b" in this item are not applicable. 

 

16. In event of result for tax incentive reserve 

 

a. Inform the amount allocated to the reserve 

b. Explain the nature of the allocation 

 

No result was allocated for tax incentive reserve in 2016, where items "a and b" in this item are not 

applicable. 

 

 

III - OFFICERS' COMMENTS UNDER ITEM 10 OF ANNEX 24 OF CVM INSTRUCTION NO. 480/2009   

10.1 - General financial and equity conditions  

a. general financial and equity conditions 

i. financial conditions 

In 2016, CESP had a Net Income of R$ 305.1 million, reverting the Loss of R$ 61.4 million in the previous 
year. Such result is due to, among other reasons, the reduction of expenses, particularly (i) purchased 
energy and sector charges (including the use of the transmission system), (ii) decrease of expenses with 
personnel, materials, third party services and other, (iii) reduction in provisions registered as other net 
(expenses) revenues (versus provision for contingent assets at R$ 580.8 million from Ilha Solteira and Jupiá 
plants in 2015); and (iv) the Brazilian Real valuation in comparison with US Dollars in this year (versus an 
expressive Brazilian Real depreciation last year). 
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In 2016, 1,030 MW on average were traded, where 335 MW on average were at Regulated Contracting 
Environment - ACR and 695 MW on average were at the Free Contracting Environment - ACL. 

 

CESP's revenue from commercializing energy was R$ 2,045.9 million, a 41.8% reduction versus the R$ 
3,517.4 million assessed in 2015. From this total amount, R$ 385.3 were revenues assessed at the sale of 
energy at quota regimen and R$ 1,600.6 million arose from bilateral agreements in the regulated and free 
contracting environments. Additionally, R$ 6.9 million were in other revenues, arising from the services 
agreements. After the Deductions to the Revenue, the Net Operating Revenue amounted to R$ 1,668.6 
million. 

 

The Company's operations provided a EBITDA calculated in accordance with CVM Instruction No. 527/2012 
at R$ 911.7 million, adjusted by provisions for legal risks, representing a 47.6% reduction in comparison 
with the previous year. 

 

CESP's plants production in 2016, in compliance with the order by the National Electric System Operator - 
ONS, was once again impacted by the hydrological drought period, requiring ONS to dispatch an expressive 
volume of thermal energy, with prejudice to the hydropower production. The GSF - "Generation Scaling 
Factor", which measures the ratio between effective production of the hydropower plants and their 
physical guarantee, was at 86.9% in 2016 (84.3% in 2015), resulting into energy purchase expenses for the 
Company.  ANEEL, by means of Order No. 190/2016, consented to the renegotiation required by CESP 
referring to the Hydrological Risk of energy contracted at the regulated environment of Porto Primavera 
Plant, upon insurance payment. Upon closing the concession of Ilha Solteira and Jupiá Hydropower Plants 
on July 7, 2015, CESP continued to operate them until June 30, 2016 through the quota regimen. 

 

As from July 1, the Company ceased to operate Ilha Solteira and Jupiá Hydropower Plants; on the same 
date, 221 employees working at those plants were dismissed and admitted by the new utility. Upon 
settlement executed at the Labor Court, CESP indemnified the employees, being reimbursed by the new 
utility in 50% of the expenses with Guarantee Fund for Length of Service (FGTS) and 100% of the expenses 
with Notice of Termination. 

 

On August 23, 2016, the Board of Directors of the State Privatization Program - CDPED decided to 
recommend for the Governor of the State of São Paulo to resume the works and surveys required for 
CESP's privatization, under the art. 5 of Law 9.361, of July 05, 1996. 

 

The Government of the State published the invitation to bid in order to hire consulting services to be 
provided by means of the Secretariat of Treasury, consisting of the economic-financial assessment, 
modeling proposal and sales of securities held by the State, corresponding to shares representing CESP's 
share capital. On November 22, the Online Trading was held, which winner was Banco Fator S.A. 

 

CESP closes the year, on 12/31/2016, with Cash and Cash Equivalents at R$ 504 million, with financial 
conditions sufficient to develop its activities, as well as to perform its commitments in short, medium and 
long-term. 
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CESP's economic-financial indicators had no significant variations over the past 3 years, with maintenance 

of the capacity to settle its obligations, reduction of the indebtedness and lower third party shareholding, 

and it is important to highlight the reduction occurred in the Shareholders' Equity, as exposed at the end of 

the item (ii - equity conditions). See the table as follows: 

 

Liquidity/Indebtedness    2014  2015  2016 

Indebtedness of the Assets...................... 0.41    0.39  0.37 

Third Party Shareholding..    0.70    0.64  0.59 

Current Liquidity...................................  1.34    1.02  0.98 

 

 

In 2015: 

On July 7, 2015, the concessions of the two largest CESP's hydropower plants, Ilha Solteira and Jupiá, 
ended; those plants together represented 75% of the installed power. On a temporary basis, the Company 
had two types of revenue: (i) the traditional revenue as the generation company, based on prices and 
quantities of energy sold at the free and regulated environments and at the Chamber of Commercialization 
of Electric Energy - CCEE; and (ii) the transitory revenue as an operator, arising from the sale of energy to 
the regulated market, by Quota Regimen, referring to Ilha Solteira and Jupiá plants, as from July 08, 2015. 
CESP shall have the revenue by Quota Regimen until June 30, 2016, period of the so-called "assisted 
operation", when the new utility shall take over the operation. 

 

The Company continued to be adversely affected by the deterioration of the water situation in Brazil, which 
led GSF (Generation Scaling Factor) to an annual average of 0.843. Such fact reduced the physical 
guarantee of all hydraulic generators in Brazil. In case of CESP, it meant an expressive reduction of 
uncontracted energy volumes settled at CCEE, situation highlighted by ANEEL's decision to reduce PLD cap 
as from January 2015. 

 

In 2015, 2,057 MW on average were traded, where 551 MW on average were at Regulated Contracting 
Environment - ACR and 1,506 MW on average were at the Free Contracting Environment - ACL. 

 

CESP's revenue from commercializing energy was R$ 3,517 million, a 35.5% reduction versus the R$ 5,455 
million assessed in 2014. From this total amount, R$ 2,831 million arose from bilateral agreements in 
regulated and free contracting environments. Additionally, it had R$ 8.8 million in revenues from services 
agreements and other revenues. After the Deductions to the Revenue, the Net Operating Revenue 
amounted to R$ 2,951 million. 
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The Federal Government issued the Provisional Decree No. 688/2015 aiming at the renegotiation of the 
hydrological risk, converted into the Law No. 13.203/2015. CESP adhered to the renegotiation of the 
hydrological risk for the portion of its energy commercialized at ACR to which, upon payment of premium, 
it shall be protected from hydrological risks until 2028, when the current concession of Porto Primavera 
HPP shall end. The effect of such renegotiation resulted into cost reduction from the purchase of electric 
energy from CCEE in 2015 from R$ 155 million to R$ 52 million. 

 

The Company's operations provided an EBITDA calculated in accordance with CVM Instruction No. 
527/2012 at R$ 1,740 million, adjusted by the provision for Contingent Assets referring to Ilha Solteira and 
Jupiá HPPs and provisions for legal risks, representing a 56.7% reduction in comparison with the previous 
year. 

 

CESP closes the year, on 12/31/2015, with Cash and Cash Equivalents at R$ 549 million, with financial 
conditions sufficient to develop its activities, as well as to perform its commitments in short-, medium- and 
long-term. 

 

CESP's economic-financial indicators had no significant variations over the past 3 years, with maintenance 

of the capacity to settle its obligations, reduction of the indebtedness and lower third party shareholding, 

and it is important to highlight the reduction occurred in the Shareholders' Equity, as exposed at the end of 

the item (ii - equity conditions). See the table as follows: 

 

Liquidity/Indebtedness    2013  2014  2015 

Indebtedness of the Assets...................... 0.39   0.41    0.39 

Third Party Shareholding..    0.63   0.70    0.64 

Current Liquidity...................................  1.18   1.34    1.02 

 

In 2014: 

In 2014, CESP sold, in agreements, 80.4% of the energy available for commercialization that shall be 
authorized by ANEEL - Brazilian Electric Energy Agency; the remainder was settled at the CCEE - Chamber of 
Commercialization of Electric Energy at the Settlement Price for Differences - PLD. 

 

In virtue of the water crisis in Southeast/Midwest region, caused by the low rainfall levels verified over the 
past years, as well as the low level of the reservoirs, in 2014, CESP produced 13% of energy down to its 
physical guarantee, purchasing energy from ERM - Energy Reallocation Mechanism, at the Optimization 
Energy Tariff - OET. 

 

The revenue from energy sale in 2014 was R$ 5,455 million, 24% higher than 2013 revenue, where (i) R$ 
3,714 million in bilateral agreements at regulated and free contracting environments; (ii) R$ 1,670 million 



                                                                                                                                                                                                                                                          

36 
 

at the Chamber of Commercialization of Electric Energy - CCEE and (iii) R$ 71 million for the operation and 
maintenance of Três Irmãos HPP under the quota regimen of physical guarantee. Additionally, there are R$ 
7.5 million in revenues from services agreements and R$ 1.1 million from other revenues. After the 
Deductions to the Revenue, the Net Operating Revenue reached R$ 4,856 million. 

 

Such income, in comparison with the costs and expenses, provided an EBITDA calculated in accordance 
with CVM Instruction No. 527/2012 at R$ 1,657 million. The Company, for comparative effect, calculates 
the Adjusted EBITDA by taking into consideration the provided amounts referring to the Provision for 
Impairment Reduction at Ilha Solteira and Jupiá HPPs. The cash generation under such concept was R$ 
4,017 million, 31.2% higher than that in 2013. 

 

CESP closes the year, on 12/31/2014, with Cash and Cash Equivalents at R$ 2,428 million, therefore, in 
sufficient financial conditions to develop its activities, as well as to perform its commitments in short, 
medium and long-term. 

CESP's economic-financial indicators evolved in a positive manner over the past 3 years, with higher 

capacity to settle its obligations, decreased indebtedness and lower shareholding by 

third parties, despite the decreased Shareholders' Equity, as exposed later in the item (ii -  

equity conditions). See the table as follows: 

 

Liquidity/Indebtedness      2012   2013   2014 

Indebtedness of the Assets...........................   0.42   0.39    0.41 

Third Party Shareholding...........    0.71   0.63    0.70 

Current Liquidity................................... . 0.60   1.18    1.34 

 

ii. equity conditions 

Until July 7, 2015, CESP held the concessions of Ilha Solteira and Jupiá hydropower plants, with 3,698.5 

megawatt on average of commercialization energy. As those concessions ended, the Company closes 

2016 with an exclusively hydraulic generator complex, comprised of three hydropower plants:  

Engenheiro Sérgio Motta (Porto Primavera – 1,540 megawatt – MW), Paraibuna (87.02 MW) and 

Jaguari (27.6 MW), amounting to 1,654.62 MW of installed capacity. SPE/MME Ordinance No. 258, of 

December 21, 2016, amended the physical guarantee of Porto Primavera plant  from 1,017 on average 
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to 992.6 MW on average.  Therefore, the energy CESP has been commercializing since July 08, 2015, 

representing 1,081 MW on average, decreased to 1,056.6 MW on average of physical guarantee.  

  

Generator Complex 

Hydropower 

Plants 

Date of  

Completion: 

Generation 

Units 

Dam 

Length 

(km) 

Reservoir 

Area 

(km2) 

Installed  

Capacity 

(MW) 

Physical 

Guarantee 

Energy 

(MW on 

average) 

Porto Primavera 2003  14  10.2  2,250  1,540  992.6*  

Paraibuna 1978  2  0.5  177  87 50.0  

Jaguari 1972  2  1.0  56  27.6 14.0 

Total   18 11.7 2.483 1.654,6     1,056.6 

 *Reduction as per MME Ordinance No. 258, of December 21, 2016. 
  
The Fixed Assets represented 61.1% of the Company's Assets, on 12/31/2016. 

The Fixed Assets represented 60.6% of the Company's Assets, on 12/31/2015. 

The Fixed Assets represented 57.9% of the Company's Assets, on 12/31/2014. 

 

Ilha Solteira and Jupiá Plants 

On July 07, Ilha Solteira and Jupiá HPPs were reverted to the Granting Authority and its economic 

exploitation at the price regimen ended. The Company calculated the depreciation of those plants until 

June 30, 2015 and reclassified the residual book value of the fixed assets into Assets Available for Reversal. 

As from that date, the Company started appraising the revenues, in a temporary manner, by the quota 

regimen, until the new operator took over and during the assisted operation period, to be ended on June 

30, 2016. 
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Hydropower 

Plants 

Date of  

Completion: 

Generation 

Units 

Dam 

Length 

(km) 

Reservoir 

Area 

(km2) 

Installed  

Capacity 

(MW) 

Physical 

Guarantee 

Energy 

(MW on 

average) 

Ilha Solteira 1978  20  5.6  1,195      3,444  1,731.5 

Jupiá 1974  14  5.5  330  1,551.2    886  

Total   34 11.1 1,525 4,995.2 2,617.5 

 

On October 01, 2015, MME - Ministry of Mines and Energy published the Ordinance No. 458, which set 

the approximate amount of R$ 2 million as indemnity to Ilha Solteira HPP, referenced to prices from 

June 2015. On October 9, 2015, CESP filed a claim for damage against the Federal Government, so that 

it is sentenced to pay the Company the due amount of account of reversal of assets and facilities 

related to Ilha Solteira HPP and Jupiá HPP concession exploitation, considering the adjusted historic 

cost of those assets at R$ 1,561 million. The Company understands that it is entitled to receive the 

recorded amount, considered as the adjusted historic cost, and shall continue to discuss it in court. In 

compliance with CPC 25 regarding Provisions, Contingent Liabilities and Contingent Assets  and in view 

of Aneel Resolution No. 569/2013, the Company constituted in this quarter a provision for 

depreciation of both plants (Contingent Assets), in the amount of R$ 580 million, by adjusting the 

recorded amount until the closure of the legal dispute. 

 

In 2014, since, on July 7, 2015, the concessions of Ilha Solteira and Jupiá HPPs would end, the future 

cash flow of the operations until the end of the concessions was estimated, as set forth in CPC No. 01. 

Considering that (i) only on March 27, 2014, by means of Inter-Ministry Ordinance No. 129 MME/MF, 

the Granting Authority reaffirmed the indemnity amount proposed by Treês Irmãos HPP, evidencing 

that the Company's arguments during the reconciliation proceeding for the indemnity amounts of that 

plant were not accepted, since in EPE surveys the social and environmental costs, locks and other 



                                                                                                                                                                                                                                                          

39 
 

assets were not taken into consideration; (ii) the Company is appraising the amounts that may be 

presented to ANEEL until December 31, 2015, as set forth by ANEEL Normative Resolution No. 

596/2013, referring to the additions arising from modernizations and improvements made and not 

depreciated yet, to which the Company is entitled; (iii) the Company is not aware of the details of how 

the indemnities were calculated yet and, although it has requested it, it has not received any response 

to the request made to EPE on May 07, 2014 for provision of calculation/spreadsheet of the amount to 

be indemnified concerning Ilha Solteira and Jupiá plants; (iv) there is no reasonable certainty as for the 

receipt of any indemnity for amounts appraised in accordance with the international accounting 

principles (deemed cost or New Depreciated Replacement Amount), and also as for the indemnity 

amount itself, the Management, only for purposes of complying with CPC No. 01 and in compliance 

with the accounting principle of prudence, is keeping in its accounting, for Ilha Solteira and Jupiá HPPs, 

the amount of R$ 998,716 thousand, considered as the impairment amount on the closing date of the 

year and comprised of the flow provided by the operation and existing amount at the regulatory 

accounting, since they understood it as undisputed under the Concession Agreement.  

 

Thus, CESP proceeded to accounting the Provision for impairment reduction in the amount of R$ 

1,997,296 directly recorded in the income of the year, as "other operating expenses" (Note 24.2 of the 

Financial Statements). 

 

Três Irmãos Plant 

 

Over 2014, CESP operated Três Irmãos Plant in the quota regimen until October 10, when the concession 
for the new operator of that plant started, TIJOÁ Participações e Investimentos S/A that, as from that date, 
assumed the responsibility for its operation.   
 

With the publication of ANEEL Approval Resolution No. 1.521 of April 30, 2013, on April 17, 2013, the 

economic exploitation of Três Irmãos HPP ended with the sale of its physical guarantee of price 

regimen energy: 
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Hydropower 

Plants 

Date of  

Completion: 

Generation 

Units 

Dam 

Length 

(km) 

Reservoir 

Area (km2) 

Installed  

Capacity (MW) 

Physical 

Guarantee 

(MW 

average) 

Três Irmãos 1999  5  3.6  785   811.45 (1)        217.5 (2) 

(1) Installed Capacity Approved in ANEEL Order No. 2.762, of 09/04/2012.  
(2) Physical Guarantee defined in Ordinance I No. 32, of 03/05/2013, of the Ministry of Mines and 

Energy. 
 

The Company depreciated the plant until April 2013 and reclassified it at the residual book value of the 

fixed assets, in the amount of R$ 3,529,080, into "Assets Available for Reversal", which shall be used to 

be compared to the indemnity amount of R$ 1,717,362 defined by the Granting Authority.  

 

In the fourth quarter of 2013, several meetings were held, being attended by the Management, 

Company's technicians, Ministry of Mines and Energy - MME and Energy Research Company - EPE. The 

composition of the plant values was discussed in details in accordance CESP and EPE calculations, and 

all understandings on administrative level were discussed.  

The Company's Management understands that it is entitled to receive the recorded amount and, in 

accordance with the terms in its Concession Agreement, it shall continue to discuss it in court. 

Considering the existence of contingent assets and in compliance with CPC 25 regarding  Provisions, 

Contingent Liabilities and Contingent Assets, the Company constituted provision of R$ 1,811,718 

thousand (disputed amount), adjusting the indemnity amount proposed by the Granting Authority 

(undisputed amount). 

Três Irmãos Plant had its first concession period ended in November 2011 and, despite of the several 

requests for renewal, CESP did not have its request responded by the Granting Authority and the Plant 

was included in the Provisional Decree No. 579, of September 11, 2012 (converted afterwards into Law 

No. 12.783, of 01/14/2013). This Provisional Decree offered the renewal of the concession for 30 more 
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years, in economic conditions that were not accepted by CESP's shareholders gathered at the Meeting 

held on 12.03.2012.                           

                   Shareholders' Equity Statement                                                                                                      R$ thousand 

Description 2014 2015 2016 

   Share Capital 5,975,433 5,975,433 5,975,433 

   Capital reserves 1,929,098 1,929,098 1,929,098 

   Equity Assessment Adjustment (970,052) (1,044,780) (1,018,677) 

   Further comprehensive income (137,792) (177,642) (337,258) 

   Profit reserves 656,738 628,783 612,941 

   Proposed Additional Dividends      1,175,652 - - 

   Retained Earnings (Losses) - - - 

TOTAL SHAREHOLDERS' EQUITY 8,629,077 7,310,892 7,161,537 

   Income/(Loss) for the year  560,139 (61,357) 305,095 

 

Description                      2014      2015      2016 

Fixed assets...................................................    8,494,806   7,260,107  6,979,724 

Total Assets...................................................... 14,687,886 11,986,763 11,416,449 

Fixed Assets / Total Assets.......................       57.8%      60.6%     61.1% 

 

In 2016, the increased ratio of Fixed Assets / Total Assets in relation to 2015 was due to the decreased 

cash and cash equivalents through the payment of interests on shareholders' equity in late 2016, as well 

as the decreased balance of amounts receivable from electric energy, arising from the end of concessions 

at Ilha Solteira and Jupiá plants on 06/30/2015 and the end of assisted operation in the 2nd half of 2016. 

 

In 2015, the increased ratio of Fixed Assets / Total Assets in relation to 2014 was due to the decreased 

Cash and Cash Equivalents through the payment of 2014 dividends over the year. The reduction in 2014 in 

relation to 2013 occurred in virtue of the amounts provided in reference to the Provision for Impairment 
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Reduction of Ilha Solteira and Jupiá HPPs and, in 2013, Três Irmãos HPP was reverted to the granting 

authority, and its amount was reclassified into Assets Available for Reserval in Non-Current Assets. 

 

b. capital structure, possibility of share or quota redemption, events of redemption and calculation 

formulation of the amount 

i. capital structure 

In 2016, CESP has a balanced capital structure, with Third Party Capital comprising 20.1% of short term 

obligations and 79.9% long term, featuring a decrease in indebtedness.  

Financial debt, comprising Loans and Financing and FIDC, has reached R$ 651 million, after about R$ 540 

million reduction (45.4%), now represented by 28.7% in national currency and 71.3% in foreign currency.  

By the end of the year, Cash and Cash Equivalents were at R$ 504 million, representing about 77% of the 

amount of financial debt. 

As seen on the table below, CESP has been financing its operations, preferably, with its equity, gradually 

reducing indebtedness: 

Indebtedness Rate   2014 2015 2016 

Loans + Financing  + FIDC......................       2,314,406  1,192,031  651,545  

Cash and Cash Equivalents........................      (2,427,852) (548,553) (504,029) 

Net Debt............................................ (113,446) 643,478 147,516 

Net Equity....................................... 8,629,077  7,310,892  7,161,537  

Net Indebtedness Rate         -1.3% 8.8% 2.1% 
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The chart below shows the percentage distribution between Net Equity (PL) and third party capital (PC + 

PNC), while CESP has been demonstrating higher total PL than third party capital. 

 

 

 

The integrated share capital of the Company in 2016 comprises 327,502,673 shares, which equals to R$ 

5,975,433,454.43, and is divided into 109,167,751 common shares (33.33%), 7,399,122 (2.26%) class A 

preferred shares and 210,935,800 (64.40%) class B preferred shares. Regardless of statutory reforms, 

share capital may increase up to the maximum allowed limit of R$ 17,926,300,363.29, upon deliberation 

of the Company's Board of Directors. 

Moody's Investors Service, on February 2016, lowered the credit rating of CESP from Baa3 to Ba2 in a 

negative perspective, due to Brazil and State of São Paulo rates lowering from Baa3 to Ba2, both in a 

negative perspective.  On June 2016, BB ratings on the global scale and brAA - in the national scale were 

reassured by S&P Global Ratings. 
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In 2015 

The integrated share capital of the Company in 2015 comprises 327,502,673 shares, which equals to R$ 

5,975,433,454.43, and is divided into 109,167,751 common shares (33.33%), 7,441,008 (2.32%) class A 

preferred shares and 210,893,914 (64.35%) class B preferred shares. Regardless of statutory reforms, 

share capital may increase up to the maximum allowed limit of R$ 17,926,300,363.29, upon deliberation 

of the Company's Board of Directors. 

Standard & Poor's, on December 2015, mirroring the movements of the ratings of Brazil and the State of 

São Paulo, lowered CESP ratings from 'BBB-' to 'BB+' on the global scale and from "brAAA" to "brAA+" on 

the Brazil National Scale, with a negative perspective. 

 

In 2014 

In 2014, CESP had a balanced capital structure, with Third Party Capital comprising 36.4% of short term 

obligations and 63.6% long term, featuring a periodic decrease in indebtedness. 

Financial debt, comprising Loans and Financing and FIDC, has reached R$ 2,314 million, after about R$ 233 

million reduction (9.1%), now represented by 74% in national currency and 26% in foreign currency. By 

the end of the year, Cash and Cash Equivalents were at R$ 2,428 million, R$ 113 million higher than the 

amount of financial debt. 

 

On February 14, 2014, Moody's Investors Service increase CESP credit rating from Ba1 to Baa3, promoting 

it to investment level. The rating was maintained by the agency on February 19, 2015. 

On May 13, 2014, Standard & Poor's increased the global scale rating to BBB- and to brAAA on the 

national scale, also up to investment level. 
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The integrated share capital of the Company in 2014 comprises 327,502,673 shares, which equals to R$ 

5,975,433,454.43, and is divided into 109,167,620 common shares (33.33%), 7,610,953 (2.32%) class A 

preferred shares and 210,724,100 (64.35%) class B preferred shares. Regardless of statutory reforms, 

share capital may increase up to the maximum allowed limit of R$ 17,926,300,363.29, upon deliberation 

of the Company's Board of Directors. 

ii. Events of redemption 

There are no events of share redemption for the Company aside from those legally provided. 

 

iii. calculation formulation of the redemption amount 

Legal provisions. 

 

c. payment capacity with respect to the assumed financial commitments 

The Company has low operating cost and has been showing consistent cash generation, measured by the 

"Adjusted EBITDA" which reached, in 2016, R$ 911.7 million, a high enough level to withstand the flow of 

commitment payments, with no preview of debt emission during 2017.  

 

Financial debt remained at R$ 651 million, on 12/31/2016, lower than its position in 2015, of R$ 1,192 

million, mainly due to amortizations and 16.5% dollar devaluation during the year, over the debt in foreign 

currency. In 2016, the net current ratio reached R$ 0.97 and the general current ratio was R$ 0.58.  In 2015, 

the net current ratio was R$ 1.02 and the general current ratio was R$ 0.59. 
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Financial Commitments: 

   Amounts in R$ 

Description 2014 2015 2016 

   Short-Term 1,440,423 444,354 269,968 

   Long-Term 873,983 747,677  381,577  

GROSS DEBT  2,314,406 1,192,031  651,545  

   (-) Cash and Cash Equivalents and Restricted 

Deposits 

(2,427,852) (548,553) (504,029) 

NET DEBT (113,446) 643,478  147,516  

 

In 2015 

The Company has low operating cost and has been showing consistent cash generation, measured by the 

"Adjusted EBITDA" which reached, in 2015, R$ 1,739.6 million, a high enough level to withstand the flow of 

commitment payments, with no preview of debt emission during 2016. 

 

Financial debt remained at R$ 1,192 million, on 12/31/2015, lower than its position in 2014, of R$ 2,314 

million, mainly due to amortizations on the year, in particular liquidation of the Série 8 Bonus, last series of 

the Medium-Term Notes Program. In 2015, the net current ratio reached R$ 1.02 and the general current 

ratio was R$ 0.59. In 2014, the net current ratio was R$ 1.34 and the general current ratio was R$ 0.75. 
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In 2014 

In 2014, The Company already had low operating cost and showed consistent cash generation, measured 

by the "Adjusted EBITDA" which reached R$ 4,017 million, a high enough level to withstand the flow of 

commitment payments, with no preview of debt emission during 2015. 

Financial debt remained at R$ 2,314 million, on 12/31/2014, lower than its position in 2013, of R$ 2,547 

million, mainly due to amortizations on the year. In 2014, the net current ratio reached R$ 1.34 and the 

general current ratio was R$ 0.75. In 2013, the net current ratio was R$ 1.18 and the general current ratio 

was R$ 0.41. 

d. Financing sources used as working capital and investments in non-current assets 

The Company, aside from active programs related to (f) as follows, already used Simple Non-Convertible 

Debenture Programs, issuing 10 series of these bonds, all already settled. It also pioneered the launch of (i) 

the CTEE program - Electric Energy Term Certificates, which were different from Debentures due to its 

additional cover in electric energy (megawatt/hour).  There were 9 issues, all already redeemed; (ii) 4 issues 

of Credit Right Investment Funds, guaranteed by energy sales contract receivables, with 3 already settled. 

8 series of the Medium-Term Notes MTN program were issued in the international market starting in 2001, 

and the last effective series (8th) was fully liquidated on 1/15/2015.  

 

e. financing sources used as working capital and investments in non-current assets to be used as liquidity 

deficiency coverage 

The Company's indebtedness decreased after liquidation of MTN bonds on 1/15/2015 and, currently, does 

not feature any need for financing its operations through third party capital. 

In case of a need for resources to be used as working capital, the Company may access the financial market 

and adopt the best alternative which suits its expectations regarding cost, terms and cash and cash 

equivalents.  For investments, sources that are compatible with conditions and return fees for each project 

may be used. 
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f.  Indebtedness levels and characteristics of such debts, also describing: 

i. Relevant loan contracts 

The following table includes the composition of financial commitments of the Company on 12/31/2014, 

2015 e 2016, adjusted due to the adoption of IFRS, with relevant operations in the form of FIDCs, Medium 

term Notes, BNDES debts (Brady Plan) and Eletrobrás debts: 

                           Financial Debt       Amounts in R$ thousand 

Description 2014 2015 2016 

FOREIGN CURRENCY 712,029 862,495 553,333 

   Financial Institutions - - - 

   BNDES 710,737 860,878 552,196 

   Medium Term Notes (MTN’s) - - - 

   Other Institutions 1,292 1,617 1,137 

NATIONAL CURRENCY 1,602,377 329,536 98,212 

   Financial Institutions 39,460 - - 

   Medium Term Notes 978,205 - - 

   ELETROBRÁS 25,370 20,214 15,061 

   ELETROBRÁS (Payables) - - - 

   FIDC II, III and IV 559,342 309,322 83,151 

TOTAL 2,314,406 1,192,031 651,545 
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ii. Other long term relationships with financial institutions 

There are no other long term relationships with financial institutions. 

 

iii. Subordination Degree among debts 

There is no degree of contractual subordination among debts. In an eventual universal concourse of 

lenders, current law will be applied. 

In the FIDC contract there are Evaluation Events which may result in Liquidation Events, as described in 

the following item. 

iv. eventual restrictions imposed to the issuer, particularly, with respect to indebtedness limits and 

engagement of new debts, distribution of dividends, disposal of assets for the issue of new securities and 

disposal of shareholding, as well as if the issuer has been fulfilling such restrictions. 

 

Medium Term Notes (series 8), liquidated in 1/15/2015, featured some restrictive clauses, limiting the 

option from the Company to offer their assets as warranty, partially or otherwise, to settle debts with 

third parties, preventing it to sign "Sale and Leaseback" agreements, and requiring fulfillment of certain 

financial and economic indexes (Leverage Index and Interest Coverage Index). In case of non-fulfillment 

of such indexes for three consecutive quarters, the Company should redeem its notes in up to 30 days.  

The Company fulfilled required indexes which were quarterly calculated, based on financial statements 

in constant purchase power currency (full correction).  

With the expiration of Medium Term Notes, there are no more restrictive clauses enforced onto the 

issuer, from 1/15/2015.  
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In the FIDC CESP IV structure, it was forecast that if any of the mentioned events was to occur, it would 

be considered as an Evaluation Event. The Fund Manager shall summon a Shareholders' Meeting which 

will decide if such event should be considered a Liquidation Event. If this is decided, the procedures 

established in the Rules for liquidation of the Fund should be put into place. 

Occurrences described as Evaluation Events and Liquidation Events are described in the operation 

prospect, Item 7 - Operation Structure, which can be verified on the CESP website or through the link  

http://firb.com/cesp/Cesp_FIDC_CESPIV_prospecto_port.pdf  

 

g. Use limit of financings already contracted 

None. 

 

h. significant changes in each item of the financial statements 

The balance of each result account from 2016 and their respective variations are featured below: 

Interest Coverage Index Leverage Index 

Condition to be Met Minimum: 2.0000% Maximum: 50.00% 

12/31/2013. 12.95% 7.79% 

12/31/2014. 24.27% 6.65% 

http://firb.com/cesp/Cesp_FIDC_CESPIV_prospecto_port.pdf
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In 2016, CESP had a Net Income of R$ 305.1 million, reverting the Loss of R$ 61.4 million in the previous 

year. Such result is due to, among other reasons, the reduction of expenses, particularly (i) purchased 

energy and sector charges (including the use of the transmission system), (ii) decrease of expenses with 

personnel, materials, third party services and other, (iii) reduction in provisions registered as other net 

(expenses) revenues (versus provision for contingent assets at R$ 580.8 million from Ilha Solteira and 

Jupiá plants in 2015); and (iv) the Brazilian Real valuation in comparison with US Dollars in this year 

(versus an expressive Brazilian Real depreciation last year). 

 

2016 2015 Var %

NET OPERATING REVENUE.............................................................................. 1,668,590  2,950,982   -43.5%

COST OF ELECTRIC ENERGY SERVICES

  Costs w ith electric energy............................................................................... (395,989)   (824,669)    -52.0%

  Costs w ith operation........................................................................................ (389,051)   (595,938)    -34.7%

GROSS OPERATING REVENUE......................................................................... 883,550     1,530,375   -42.3%

Operating Expenses

  General and Administrative Expenses ............................................................ (196,175)   (214,657)    -8.6%

  Other Operating Expenses.............................................................................. (314,581)   (232,305)    35.4%

  Other Net Revenues (expenses) .................................................................... (90,566)     (633,912)    -85.7%

(601,322)   (1,080,874) -44.4%

OPERATING INCOME BEFORE FINANCIAL RESULT ...................................... 282,228     449,501      -37.2%

  Financial Income............................................................................................... 101,147     165,008      -38.7%

  Net Financial Expenses.................................................................................... 34,056       (523,701)    -106.5%

FINANCIAL RESULT......................................................................................... 135,203     (358,693)    -137.7%

INCOME BEFORE INCOME TAX AND SOCIAL CONTRIBUTION..................... 417,431     90,808        359.7%

  Income Tax - current........................................................................................ (28,864)     (206,325)    -86.0%

  Social Contribution - current............................................................................ (13,576)     (80,585)      -83.2%

  Deferred Income Tax (Assets)........................................................................ (8,765)       (8,723)        0.5%

  Deferred Social Contribution (Assets)............................................................. (4,004)       (2,450)        63.4%

  Deferred Income Tax (Liabilities)..................................................................... (42,005)     107,293      -139.1%

 Deferred Social Contribution (Liabilities)........................................................... (15,122)     38,625        -139.2%

Income Tax and Social Contribution Total................................................. (112,336)   (152,165)    -26.2%

NET INCOME (LOSS) ....................................................................................... 305,095     (61,357)      -597.2%

Net Income (Loss) per share...................................................................... 0.93           0.19-            -597.2%

(Amounts in Thousands of Reais)
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On July 07, 2015, the concession of Ilha Solteira and Jupiá plants ended. As from that date, the Company 

experienced a sensitive reduction of revenues, since it ceased to rely on the energy from those plants at 

the Price Regimen. On a temporary basis, it had two types of revenue: (i) the revenue from further plants, 

based on prices and quantities of energy sold at the free environment, regulated environment and at the 

Chamber of Commercialization of Electric Energy - CCEE; and (ii) the transitory revenue as the operator by 

the Quota Regimen, referring to Ilha Solteira and Jupiá plants, situation that endured from July 08, 2015 

to June 30, 2016, period of the so-called "assisted operation" 

In 2016, net operating revenue reached R$ 1,668 million, with a 43.5% decrease compared to 2015, which 

was mainly due to: (i) end of concessions of the Ilha Solteira and Jupiá plants, which were operated until 

July 2015 on a lump sum system and, afterwards (until June 2016) on a quota system; (ii) effects of GSF; 

(iii) termination of free market and regulated market contracts.  

Operating Costs decreased in 34.7% mainly due to: (i) decrease in depreciation expenses by the end of 

economic exploitation of the Ilha Solteira and Jupiá plants (allocated until June 2015); (ii) decrease in 

expenses with the personal transfer of Ilha Solteira and Jupiá plants to the new operator; (iii) decrease in 

allocation of Third Party Materials and Services. 

General and Administrative Expenses had a 9.1% decrease and Other Operating Expenses increased 35.9% 

due to the increased registration of provisions for legal labor and civil law risks.  

The line Other Operating (Expenses), Net decreased 86.4% compared to 2015, which included a non-

recurrent provision of Contingent Asset of R$ 580.8 million, related to the Ilha Solteira and Jupiá plants. 

Thus, in 2016, Operating Income before the Financial Result amounted to R$ 282.2 million, 37.2% below 

the result in 2015. 

The Financial Result recorded R$ 135.2 million up (R$ 358.7 million down in 2015, Note 28). Financial 

Revenues decreased by 38.7% and reached R$ 101.1 million, particularly due to the decrease in the 

financial investment income because of the decrease of cash and cash equivalents and investments. Debt 

charges and other financial expenses recorded a 51.3% decrease, amounting to R$ 74.6 million, reflecting 
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the decrease in indebtedness in local currency, as well as net price level adjustments, which close the 

financial period at R$ 24.7 million (58.9% decrease). Net Monetary Variations reached R$ 133.3 million 

up, arising from the 16.5% valuation of Brazilian Real versus US Dollar, in relation to the expense of R$ 

310.5 million in the previous year. 

The Company had Earnings before the Taxes at R$ 417.4 million. After the appropriation of expenses with 

Income Tax and Social Contribution on the taxable income and the reversal of deferred taxes, the 

Company closed the year 2016 with a Net Income of R$ 305.1 million. 

The balance of each balance sheet account from 2016 and their respective variations are featured below:

 

2016 2015 Var %

CURRENT

ASSETS

   Cash and cash equivalents................................... 504,029      548,553      -8.1%

   Receivables........................................................... 165,141      339,567      -51.4%

   Taxes and contributions for offset........................ 77,702        4,236          1734.3%

   Other credits.......................................................... 70,576        76,626        -7.9%

   Prepaid Expenses.................................................. 16,086        25,166        -36.1%

833,534      994,148      -16.2%

NON-CURRENT

   Pledges and Restricted Deposits........................... 767,422      788,857      -2.7%

   Deferred Taxes and Social Contribution................ 799,535      869,431      -8.0%

   Warehouse............................................................ 6,977          28,467        -75.5%

   Other Credits.......................................................... 1,885          3,204          -41.2%

   Prepaid Expenses.................................................. 37,554        52,575        -28.6%

   Intangible Assets................................................... 40,388        40,544        -0.4%

   Assets available for reversal................................ 6,337,256   6,337,256   0.0%

   Provision asset available for reversal................... (4,387,826)  (4,387,826)  0.0%

   Fixed Assets.......................................................... 6,979,724   7,260,107   -3.9%

10,582,915 10,992,615 -3.7%

TOTAL ASSETS..................................................... 11,416,449 11,986,763 -4.8%

(Amounts in of Thousands Reais)
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In 2016, cash and cash equivalent decrease is due to the decrease in costs and indebtedness, decrease in 

operating margin of the Ilha Solteira and Jupiá plants that, until July 2015, operated under the lump sum 

system, and other aspects commented in the Company result variations, compared with the 2015 

financial period.  In addition, in December 2016, payments of R$ 140 million of Interest over Equity were 

performed. 

 

LIABILITIES AND SHAREHOLDERS' EQUITY 2016 2015 Var %

CURRENT

  Suppliers....................................................................... 10,546        13,925        -24.3%

  Loans and Financing..................................................... 186,817      206,736      -9.6%

  Credit Rights Investment Fund - FIDC............................ 83,151        237,618      -65.0%

  Taxes and Social Contributions..................................... 21,074        56,586        -62.8%

  Regulatory Charges...................................................... 229,831      393,642      -41.6%

  Dividends and interest on capital.................................. 156,167      42,463        267.8%

  Estimated liabilities and payroll...................................... 19,588        31,242        -37.3%

  Other obligations........................................................... 145,216      16,012        806.9%

852,390      998,224      -14.6%

NON-CURRENT

  Loans and Financing..................................................... 381,577      675,973      -43.6%

  Credit Rights Investment Fund - FIDC............................ -              71,704        -100.0%

  Industry Charges........................................................... 11,192        20,658        -45.8%

  Provision for Contingencies.......................................... 2,874,295   2,790,081   3.0%

  Environmental Obligations............................................. 78,050        103,750      -24.8%

  Other Obligations........................................................... 57,408        15,481        270.8%

3,402,522   3,677,647   -7.5%

SHAREHOLDERS' EQUITY

  Capital Share ................................................................ 5,975,433   5,975,433   0.0%

  Capital Reserve............................................................. 1,929,098   1,929,098   0.0%

  Adjustement to net assets............................................ (1,018,677)  (1,044,780)  -2.5%

  Other comprehensive income....................................... (337,258)     (177,642)     89.9%

  Income reserve ............................................................ 612,941      628,783      -2.5%

7,161,537   7,310,892   -2.0%

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 11,416,449 11,986,763 -4.8%

(Amounts in of Thousands Reais)
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Decrease in the allocation of receivables is due to the termination of the assisted operation and energy 

sales under the quota system of the Ilha Solteira and Jupiá plants, which took place from 12/8/2015 to 

6/30/2016. 

The verified increase in offset taxes and contributions refers to Negative Balance credits in Revenue Tax 

and Social Security, and indicate that, in the 2016 financial period, the Company collected higher amounts 

of these taxes than the recommended amounts, which is mainly due to the decrease in the provision for 

Labor Contingency (Court Enforcement Agreement for Hazard Claims), amounting to R$ 169,903, 

registered on the 4th quarter of 2016.   These amounts shall be offset with federal taxes from the 

jurisdiction of January/2017. 

The decrease of Current Liabilities is mainly due to: (i) the end of the assisted operation of the  Ilha 

Solteira and Jupiá plants in June/2016, with subsequent reduction of industry charges; taxes and 

contributions and payroll; (ii) amortization of loans and financings, as well as FIDC. 

The perceived increase in other commitments is mainly due to the recording of R$ 169,903 thousand 

arising out of the allocation of legal risk provisions, in addressing of the legal decision for payment in 15 

installments of labor lawsuit regarding hazard claims. The impact of said movement in other 

commitments is stated below, for the current and non-current liabilities: 

 

 

 

 

 

Balance 

12.31.2015

Installment 

(Note 22.1)
Transfers (-) Payments

Balance 

12.31.2016

Current

Legal Settlement of Hazard Claims ............. -              -                     148,247               (14,569)                133,678        

Non-Current

Legal Settlement of Hazard Claims ............. -              169,903            (148,247)              -                        21,656          

-              169,903            -                        (14,569)                155,334        
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In 2015 

The balance of each result account from 2015 and their respective variations are featured below: 

 

 

In 2015, net operational revenue reached R$ 2,951 million, a 37% decrease compared to 2014, a result 

that is mainly due to the termination of concessions of the Ilha Solteira and Jupiá plants, effects of GSF 

and termination of contracts in the free and regulated market.  

Operating Costs decreased 20.8%, mainly due to decrease in expenses with depreciation by the 

termination of economic exploitation of the Ilha Solteira and Jupiá plants. The Company calculated the 

depreciation of these plants until June 2015 and transferred the residual accounting amount of the Fixed 

2015 2014 Var %

NET OPERATING REVENUE.............................................................................. 2,950,982   4,699,251         -37.2%

COST OF ELECTRIC ENERGY SERVICES

  Costs w ith electric energy............................................................................... (824,669)    (377,295)           118.6%

  Costs w ith operation........................................................................................ (595,938)    (752,914)           -20.8%

GROSS OPERATING REVENUE......................................................................... 1,530,375   3,569,042         -57.1%

Operating Expenses

  General and Administrative Expenses ............................................................ (214,657)    (210,127)           2.2%

  Other Operating Expenses.............................................................................. (232,305)    (602,021)           -61.4%

  Other Net Revenues (expenses) .................................................................... (633,912)    (1,742,080)        -63.6%

(1,080,874) (2,554,228)        -57.7%

OPERATING INCOME BEFORE FINANCIAL RESULT ...................................... 449,501      1,014,814         -55.7%

  Financial Income............................................................................................... 165,008      259,014            -36.3%

  Financial Expenses.......................................................................................... (523,701)    (391,298)           33.8%

FINANCIAL RESULT......................................................................................... (358,693)    (132,284)           171.2%

INCOME BEFORE INCOME TAX AND SOCIAL CONTRIBUTION..................... 90,808        882,530            -89.7%

  Income Tax - current........................................................................................ (206,325)    (553,966)           -62.8%

  Social Contribution - current............................................................................ (80,585)      (205,537)           -60.8%

  Deferred Income Tax (Assets)........................................................................ (8,723)        (284,853)           -96.9%

  Deferred Social Contribution (Assets)............................................................. (2,450)        (103,146)           -97.6%

  Deferred Income Tax (Liabilities)..................................................................... 107,293      606,699            -82.3%

  Deferred Social Contribution (Liabilities).......................................................... 38,625        218,412            -82.3%

Income Tax and Social Contribution Total................................................. (152,165)    (322,391)           -52.8%

NET INCOME (LOSS) ....................................................................................... (61,357)      560,139            -111.0%

Net Income (Loss) per share...................................................................... 0.19-            1.71                  -111.0%

(Amounts in Thousands of Reais)
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Asset to the Assets Available for Forfeiture account. There was, in addition, an increase in the Third-Party 

Service allocation and provision for the Retirement Incentive Program - PIA. 

General and Administrative Expenses had a 2.2% increase and Other Operating Expenses decreased 61.4% 

due to the decreased registration of provisions for legal labor and environmental law risks, as opposed to 

the increase in civil lawsuit provisions. 

Other Net (Expenses) Revenue mainly include the Contingent Asset provision regarding the Ilha Solteira 

and Jupiá plants, amounting to R$ 580.8 million, so that the Operating Income before the Financial Result 

amounted to R$ 449.5 million, 55.7% lower than 2014. 

The Financial Result had an income of R$ 358.7 million down (increase of 171.2%). Financial Revenue also 

decreased 36.3% and reached R$ 165 million, due to the decrease in cash and cash equivalents applied 

and subsequent reflection in financial investment income and the update on purchase of foreign currency 

recorded in 2014.  The Debt Charges and other Financial Expenses had a decrease of 16.2%, amounting to 

R$ 153.1 million. The net Monetary Variations reflected the indebtedness reduction in domestic currency 

and closed the year at R$ 60.1 million (52.3% down). Net Monetary Variations reached R$ 310.5 million, 

arising from the 47% devaluation of Brazilian Real versus US Dollar. 

The Company had Earnings before the Taxes at R$ 90.8 million. After the appropriation of expenses with 

Income Tax and Social Contribution on the taxable income and the reversal of the deferred taxes, the 

Company closed the year 2015 with a Net loss of R$ 61.4 million. 

The balance of each balance sheet account from 2015 and their respective variations are featured below: 
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2015 2014 Var. %

CURRENT

ASSETS

   Cash and cash equivalents................................... 548,553      2,427,852   -77.4%

   Receivables........................................................... 339,567      399,033      -14.9%

   Taxes and contributions for offset........................ 4,236          4,473          -5.3%

   Warehouse............................................................ 28,467        34,788        -18.2%

   Other Credits.......................................................... 76,626        76,245        0.5%

   Prepaid Expenses.................................................. 25,166        6,194          306.3%

1,022,615   2,948,585   -65.3%

NON-CURRENT

   Pledges and Restricted Deposits........................... 788,857      773,555      2.0%

   Deferred Taxes and Social Contribution................ 869,431      734,686      18.3%

   Other Credits.......................................................... 3,204          4,730          -32.3%

   Prepaid Expenses.................................................. 52,575        4,807          993.7%

   Intangible Assets................................................... 40,544        9,355          333.4%

   Assets available for reversal................................ 6,337,256   3,529,080   79.6%

   Provision asset available for reversal................... (4,387,826)  (1,811,718)  142.2%

   Fixed Assets.......................................................... 7,260,107   8,494,806   -14.5%

10,964,148 11,739,301 -6.6%

TOTAL ASSETS..................................................... 11,986,763 14,687,886 -18.4%

(Amounts in Thousands of Reais)
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In 2015, the recorded Cash and Cash equivalent decrease is mainly due to liquidation of Medium Term 

Notes on January 15, 2015 and payment of dividends during 2015. 

On October 1, 2015, MME - Ministry of Mines and Energy - published Ordinance 458, which established 

the amount of R$ 2,027,810.00 as compensation for the Ilha Solteira UHE, regarding the basic project, 

within the terms of MP 579/2012, converted into Law 12,783/2013, referring to prices from June 2015, 

LIABILITIES AND SHAREHOLDER'S EQUITY 2015 2014 Var. %

CURRENT

  Suppliers....................................................................... 13,925        16,853        -17.4%

  Loans and Financing..................................................... 206,736      1,149,797   -82.0%

  Credit Rights Investment Fund - FIDC............................ 237,618      290,626      -18.2%

  Taxes and Social Contributions..................................... 56,586        50,030        13.1%

  Regulatory Charges...................................................... 393,642      240,568      63.6%

  Dividends and interest on capital.................................. 42,463        405,385      -89.5%

  Estimated liabilities and payroll...................................... 31,242        30,194        3.5%

  Other obligations........................................................... 16,012        18,979        -15.6%

998,224      2,202,432   -54.7%

NON-CURRENT

  Loans and Financing..................................................... 675,973      605,267      11.7%

  Credit Rights Investment Fund - FIDC............................ 71,704        268,716      -73.3%

  Pension Plan Entity for Employees................................ -              131,891      -100.0%

  Industry Charges........................................................... 20,658        70,969        -70.9%

  Provision for Contingencies.......................................... 2,790,081   2,660,866   4.9%

  Environmental Obligations............................................. 103,750      101,192      2.5%

  Other Obligations........................................................... 15,481        17,476        -11.4%

3,677,647   3,856,377   -4.6%

SHAREHOLDERS' EQUITY

  Capital Share ................................................................ 5,975,433   5,975,433   0.0%

  Capital Reserve............................................................. 1,929,098   1,929,098   0.0%

  Adjustement to net assets............................................ (1,044,780)  (970,052)     7.7%

  Other comprehensive income....................................... (177,642)     (137,792)     28.9%

  Income reserve ............................................................ 628,783      656,738      -4.3%

  Proposed Aditional dividends........................................ -              1,175,652   -100.0%

7,310,892   8,629,077   -15.3%

TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY 11,986,763 14,687,886 -18.4%

(Amounts in Thousands of Reais)
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considering accumulated depreciation and amortization from the date of commissioning of the facilities 

up to June 30, 2015.  For UHE Jupiá, the Union states that there is no amount due for compensation. 

On October 9, 2015, CESP filed a compensation lawsuit against the Union, seeking compensation to the 

Company of the amount due from forfeiture of assets and facilities associated to the exploration of the 

concession of the Ilha Solteira and Jupiá UHE, in consideration of the updated historical costs of said 

assets of R$ 1,561,240,516.13.    

 

Considering that the government has already formally communicated regarding the compensation 

amount for such plants, set at only R$ 2,028 thousand, the Company understands that it is entitled to 

receive the recorded amount, considering the updated historical cost, and shall proceed in seeking legal 

settlement. Given the existence of a contingent asset, and in accordance with CPC 252, with regards to 

Provisions, Contingent Liabilities and Contingent Assets and, in face of the ANEEL Resolution 596/2013, 

the Company stated the provision for devaluation of such assets (Contingent Assets) amounting to R$ 

580,798 thousand, adjusting the recorded amount until closure of the legal dispute, as demonstrated 

below:  

 

 

Ilha Solteira Jupiá Total

Asset available for reversal.............................................................. 2,165,858   642,318   2,808,176   

Provision for impairment ........................................... (1,657,484) (337,826) (1,995,310) 

Provision Contingent Asset (*)........................................................ (379,464)     (201,334) (580,798)     

Total Provisions................................................................................. (2,036,948) (539,160) (2,576,108) 

Asset available for reversal (net)................................................. 128,910      103,158   232,068      

Asset composition available for reversal
DEVELOPMENT
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In 2014 

The Net Operating Revenue of R$ 4,856.0 million represented a 24.4% increase compared to 2013, due to 

the increase in operating revenue from 2014 which reached R$ 5,463.6 million, a 23.6% increase from 

2013, a result that was mainly obtained due to:   (i) relocating, to the free market, at better prices, of 

energy amounts previously contracted from the regulated market, sold in 8-year contracts that expired on 

December 2013, called 2006-2013 Products; and (ii) liquidation of amounts on the Electric Energy Trade 

Chamber - CCEE, due to the amount that was freed from contract and the Difference Liquidation Prices - 

PLD practiced in 2014, higher than 2013.  

Operating Cost decreased 10.1%, mainly due to the reduction in expense of depreciation due to the 

termination in economic exploitation of the Três Irmãos UHE through a lump sum system; the Company 

calculated depreciation of the plant until April 2013 and transferred the residual accounting amount of 

the fixed asset to the Assets available for Forfeiture account, on the non-current assets. There was, in 

addition, reduction in the allocations for Labor Social Security - CPC 33/IAS 19 and provision for the 

Retirement Incentive Program - PIA. 

General and Administrative Expenses decreased 11.4% mainly due to the decrease in personnel and 

contractor service expenses.  

 

Ilha Solteira Jupiá Total

Power Plant......................................................................................... 2,165,858   642,318   2,808,176   

Provision for impairment ........................................... (1,657,484) (337,826) (1,995,310) 

Subtotal................................................................................................ 508,374      304,492   812,866      

Decree MME No. 458 from 10.01.2015......................................... (2,028)         -            (2,028)         

Modernization and Improvement Res. No.  596/2013 ANEEL.. (126,882)     (103,158) (230,040)     

Subtotal................................................................................................ (128,910)     (103,158) (232,068)     

Contingent Asset Provision............................................................ 379,464      201,334   580,798      

(*) Composition of contingent assets provision PCH's Ilha 

Solteira and Jupiá

DEVELOPMENT
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Other Operating Expenses increased due to the increase in provisions for risk of labor nature, as opposed 

to the reversion of provisions for estimated credit losses. 

Other Net (Expenses) Revenue increased 4.9%.  Aside from this small variation, this allocation received 

the following records: i) in 2014 it mainly includes the Provision for Impairment of Recoverable Asset 

Value regarding the Ilha Solteira and Jupiá plants, amounting t R$ 1,997.3 million; ii) in 2013, a provision 

of R$ 1,811.7 million (controversial amount) was assembled, which adjusted the compensation amount 

proposed by the Government regarding the Três Irmãos UHE, until the settlement is concluded.   

Operating Income before the Financial Result reached R$ 1,014.8 million, 496.1% above the result in 

2013. 

The Financial Result recorded R$ 132.3 million down (68.7% decrease). Financial Revenues increased 

97.6% and reached R$ 259 million, particularly due to the decrease in the financial investment income 

and updates on purchase of foreign currency. Financial Expenses recorded a 29.5% decrease, amounting 

to R$ 391.3 million and reflected the decrease of company indebtedness. 

In light of the foregoing, the Company recorded Earnings before the Taxes at R$ 882.5 million. After the 

appropriation of expenses with Income Tax and Social Contribution on the taxable income and the 

reversal of deferred taxes (liability), mainly due to Ilha Solteira and Jupiá UHEs, the Company closed the 

year 2014 with a Net Income of R$ 560.1 million. 

The balance of each balance sheet account from 2014 and their respective variations are featured below: 
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2014 2013 Var %

CURRENT

ASSETS

   Cash and cash equivalents................................... 2,427,852   839,649      189.2%

   Receivables........................................................... 423,061      530,195      -20.2%

   Provision for estimated credit loss......................... (37,886)       (58,916)       -35.7%

   Taxes and contributions for offset........................ 4,473          39,491        -88.7%

   Warehouse............................................................ 34,788        34,964        -0.5%

   Other Credits.......................................................... 90,103        79,027        14.0%

   Prepaid Expenses.................................................. 6,194          6,989          -11.4%

2,948,585   1,471,399   100.4%

NON-CURRENT

   Pledges and Restricted Deposits........................... 773,555      601,141      28.7%

   Deferred Taxes and Social Contribution................ 734,686      297,573      146.9%

   Other Credits.......................................................... 4,730          6,426          -26.4%

   Prepaid Expenses.................................................. 4,807          4,213          14.1%

   Assets available for reversal................................ 3,529,080   3,529,080   0.0%

   Provision for Contingent Asset - UHE Três Irmãos (1,811,718)  (1,811,718)  0.0%

   Fixed Assets.......................................................... 8,504,161   11,076,739 -23.2%

11,739,301 13,703,454 -14.3%

TOTAL ASSETS..................................................... 14,687,886 15,174,853 -3.2%

(Amounts in Thousands of Reais)
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In 2014, the increase in cash and cash equivalents was due to the combination of the increase in revenue, 

the reduction of costs and reduction of debts, discussed in the variations in the income statement, 

compared to 2013. 

 

2014 2013 Var %

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT

  Suppliers............................................................................................ 16,853        21,907        -23.1%

  Loans and Financing......................................................................... 1,149,797   193,781      493.3%

  Credit Rights Investment Fund - FIDC................................................ 290,626      287,708      1.0%

  Taxes and Social Contributions......................................................... 50,030        51,649        -3.1%

  Regulatory Charges / Transmission System Usage Charges........... 115,413      133,807      -13.7%

  Dividends and interest on capital....................................................... 405,385      402,162      0.8%

  Estimated liabilities and payroll........................................................... 30,194        32,294        -6.5%

  Environmental Obligations.................................................................. -              12,418        -100.0%

  Other obligations................................................................................ 144,134      115,401      24.9%

2,202,432   1,251,127   76.0%

NON-CURRENT

  Loans and Financing......................................................................... 605,267      1,569,012   -61.4%

  Credit Rights Investment Fund - FIDC................................................ 268,716      496,736      -45.9%

  Pension Plan Entity for Employees..................................................... 131,891      62,915        109.6%

  Regulatory Charges / Transmission System Usage Charges........... 70,969        33,600        111.2%

  Provision for Contingencies............................................................... 2,660,866   2,316,985   14.8%

  Environmental Obligations.................................................................. 101,192      109,800      -7.8%

  Other Obligations............................................................................... 17,476        17,292        1.1%

3,856,377   4,606,340   -16.3%

SHAREHOLDERS' EQUITY

  Capital Share .................................................................................... 5,975,433   5,975,433   0.0%

  Capital Reserve................................................................................. 1,929,098   1,929,098   0.0%

  Adjustement to net assets................................................................. (970,052)     531,519      -282.5%

  Other comprehensive income............................................................ (137,792)     66,579        -307.0%

  Income reserve ................................................................................. 656,738      368,223      78.4%

  Proposed Aditional dividends............................................................ 1,175,652   446,534      163.3%

8,629,077   9,317,386   -7.4%

TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY 14,687,886 15,174,853 -3.2%

(Amounts in Thousands of Reais)
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In order to comply with CPC No. 01, the Company undertook an accounting provision for the impairment 

of power plants Ilha Solteira and Jupiá in the amount of R$ 1,997,296, reducing its fixed assets against the 

income for the year, under "other operating expenses", as shown in the tables below: 

 

 

 

 

 

The variations that occurred in the items of income tax and deferred social contribution, fixed assets and 

valuation adjustments in shareholders' equity, are due the releases mentioned above. 

Approximately R$ 1 billion was recorded in non-current liabilities for Loans. Financing and FIDC (funds 

composed of receivables) in 2013 referred to the Series 8 Bonus, with a maturity date on January 15, 2015 

and was transferred to current liabilities in the first quarter 2014. On January 15, 2015, using the 

operating cash flow, the Company redeemed all of its Medium-Term Notes - Series 8 Bonus, as described 

in the Subsequent Events of 2014 Financial Statements. 

 

 

 

 

In 12.31.2014

Ilha Solteira Jupiá Total / Impairment

 Recovery Amount.............................................. 639,360           359,356                        998,716                             

 Net property, plant and equipment................ (2,302,562)      (693,450)                      (2,996,012)                        

 Accounted Impairment  .................................. (1,663,202)      (334,094)                      (1,997,296)                        

Shareholders' Equity

Provision

Deferred Income Tax 

and Social 

Contribution

Performance of the Asset 

Valuation Adjustment

Portion of surplus value (IFRS)....................... 1,997,296        679,081                        1,318,215                          

Provision for impairment............................................ 1,997,296        679,081                        1,318,215                          

Composition of the provision for 

impairment of assets

Income Statement
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10.2 - Operating and financial results 

a. Results of the issuer's operations, in particular: 
 

i.        Description of any important components of revenue 
 

The Company's operating income was obtained mainly through the sale of electricity under long-term 

contracts with several of the country's power distribution companies (regulated contracting environment 

- auctions) and the power supply to free consumers and traders (free contracting environment) with 

fluctuations in physical quantities (MWh) and the update of prices. With the end of the concessions of 

power plants of Ilha Solteira and Jupiá in July 2015, the Company now operates them in the quota system 

until June 2016. In 2016, the company was affected by the application of the GSF Factor - Generation 

Scaling Factor reflecting the reduction of hydraulic production and increased heat generation. 

 

The revenue of CESP in 2016 was R$ 2,052.8 million a reduction of 41.8% compared to revenues of R$ 

3,526.1 million in 2015. In 2014, R$ 5,480.6 million was acquired, as shown below, in R$ thousand: 

Operating Income  2014 2015 2016 

Power supply 1,080,326 1,027,488 560,777 

Power Supply - Contracts 1,118,050 997,781 474,979 

Power Supply - Auctions 1,515,503 805,419 576,547 

Short-Term Power 1,687,003 365,695 48,261 

Power supply system of quotas 71,153 320,975 385,342 

Other revenues 8,599 8,772 6,875 

TOTAL 5,480,634 3,526,130 2,052,781 
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ii. Factors that materially affected the operating results. 

 

 

In 2016: 

The Company began recording since the end of concessions of Ilha Solteira and Jupiá, temporarily, two 

types of income: (i) the traditional income as a generator, based on the prices and quantities of power 

sold in free environments, regulated and Chamber of Commercialization of Electric - CCEE; and (ii) the 

transitional income as an operator, from the sale of power to the regulated market, the quota regime, 

referring to power plants Ilha Solteira and Jupiá, a fact occurred from July 7, 2015 to June 30, 2016.  

 

In 2016, the Company continued to be negatively impacted by the deterioration of the water situation in 

the country, which brought the GSF (Generation Scaling Factor) to an average of 0.869, which reflects the 

reduction of the physical guarantee of hydraulic generators of the country including CESP. 

Accordingly, the operating revenues for 2016 reached R$ 2,052.8 million, with the reduction of 41.8% 

compared to 2015, due mainly a result of the termination of the concessions of power plants Ilha Solteira 

and Jupiá, the effects of GSF and termination of contracts in the free and regulated markets.  

Deductions from operating revenue totaled R$ 384.2 million, a decrease of 33.2% compared to 2015, 

resulting in net operating revenue of R$ 1,668.6 million, a decrease of 43.5% compared to 2015. 

The Electric Energy Service Cost totaled R$ 785 million, a reduction of 44.7% compared to 2015, 

segmented in items Cost of Electric energy and Operating Cost.  

The cost of electric energy decreased, mainly due to the reduction of Purchased Electric energy for 

punctual resale in 2015 to balance the energy balance of the year after the end of the concessions of 

power plants Ilha Solteira and Jupiá, and the reduction in Transmission System Charges with the end of 

the assisted operation of Ilha Solteira and Jupiá in June 2016. 
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The Operating Cost was reduced by 34.7%, mainly due to: (i) the decrease in the depreciation expense by 

the ending of the economic exploitation of power plants Ilha Solteira and Jupiá (appropriate to June 

2015); (ii) the reduction of expenses on personnel transfer of Ilha Solteira and Jupiá to the new operator); 

(iii) the reduction in items Materials and Outsourced Services. 

CESP recorded gross operating income of R$ 883.6 million in 2016, representing a reduction of 42.3% over 

the previous year. 

The general and administrative expenses decreased by 9.1% and other operating expenses increased by 

35.9% for the higher recording in provisions for legal risks related to labor and civil lawsuits 

Other (Expenses) Net Income decreased 85.7% compared to 2015, which included non-recurring provision 

of contingent assets amounting to R$ 580.8 million, related to the power plants Ilha Solteira and Jupiá. 

Thus in 2016, Operating Profit before the Financial Result R$ 282.2 million, 37.2% below the 2015 results. 

Adjusted EBITDA for the provisions for legal risks, totaled R$ 911.7 million, representing a reduction of 

47.6% compared to the previous year. 

 

The financial result recorded R$ 135.2 million positive (R$ 358.7 million negative in 2015, Note 28). 

Financial income decreased by 38.7% and reached R$ 101.1 million, mainly by the decrease in income 

from financial investments for the reduction in cash and investments. The Debt Charges and Other 

Financial expenses fell by 51.3% to R$ 74.6 million, reflecting the reduction of debt in domestic currency, 

as well as net monetary variations, which ended the year at R$ 24.7 million (decrease of 58.9%). The Net 

Exchange Variation reached a positive R$ 133.3 million, due to the 16.5% appreciation of the Brazilian 

Real against to US dollar versus an expense of R$ 310.5 million in the previous year. 
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In 2015: 

 

With the implementation, by the National Electric Energy Agency - ANEEL, the Accounting Manual of the 

Electricity Sector in 2015, the Company made changes in the presentation of the income statement, as 

follows: i) Inspection Fee of Electric Sector - TFSE and Financial Compensation for the use of water 

resources were reclassified to Operating Expenses for Deduction from Operational Revenue; and ii) 

Provisions for Legal Risks, except for the Provision on Expropriation Action - spun-off companies - were 

reclassified from Other (Expenses) Net Income to Operating Provisions. 

 

Due to the termination of the concession of the power plants Ilha Solteira and Jupiá on July 7, 2015, the 

Company began recording, temporarily, two types of income: (i) the traditional income as a generator, 

based on the prices and quantities of power sold in free environments, regulated and Power Trading 

Chamber - CCEE; and (ii) the transitional income as an operator, from the sale of power to the regulated 

market, the quota regime, referring to power plants Ilha Solteira and Jupiá, fact occurred from July 8, 

2015. CESP will have the income for the quota regime until 30 June 2016, during the so-called "assisted 

operation" when the new concessionaire shall take the operation. 

 

In 2015 the Company continued to be negatively impacted by the deterioration of the water situation in 

the country, which brought the GSF (Generation Scaling Factor) to an average of 0.843. This fact reduced 

the physical guarantee of all hydraulic generators of the country. In the case of CESP, the significant 

reduction in the uncontracted power volume settled in the CCEE, a situation accentuated by ANEEL's 

decision to reduce the ceiling of the PLD starting from January 2015. 
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Accordingly, the operating revenues for 2015 reached R$ 3,526.1 million, with the reduction of 35.7% 

compared to 2014, mainly as a result of the termination of the concessions of power plants Ilha Solteira 

and Jupiá, the effects of GSF and termination of contracts in the free and regulated markets.  

 

Deductions from operating revenue totaled R$ 575.1 million, a decrease of 26.4% compared to 2014, 

resulting in a net operating revenue of R$ 2,951 million, a decrease of 37.2% compared to 2014. 

The Cost of Electric Energy Service totaled R$ 1,420.6 million, an increase of 25.7% in the targeted items 

Cost of Electric Energy and Operating Cost.  

The cost of electric energy increased, mainly due to the Electric Energy Purchased for resale, arising from 

procurement for balancing the energy balance of the year after the end of the concessions of power 

plants Ilha Solteira and Jupiá and increase in Transmission System Charges by the tariff adjustment in 

2015. 

The Operating Cost was reduced by 20.8%, mainly due to the decrease in depreciation expense by the end 

of the economic exploitation of power plants Ilha Solteira and Jupiá. The Company calculated the 

depreciation of these plants up to June 2015 and transferred the net book value of fixed assets for active 

available account for reversal. There was also an increase in the items Outsourced Services and provision 

for the Incentive Program for Retirement - PIA. 

 

CESP recorded gross operating income of R$ 1,530.4 million in the fiscal year of 2015, representing a 

reduction of 57.1% over the previous year. 

General and Administrative Expenses increased 2.2% and other operating expenses decreased 61.4% due 

to the lower provisions for legal risks of labor and environmental nature, as opposed to an increase in 

provision for civil actions. 
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The Other (Expenses) Net Revenues primarily include the provision Contingent Assets related to power 

plants Ilha Solteira and Jupiá of R$ 580.8 million, so the Operating Profit before Financial Result totaled R$ 

449.5 million, 55.7% below the 2014 results. 

Adjusted EBITDA for the provision Contingent Assets related to the power plants Ilha Solteira and Jupiá 

and provisions for legal risks, amounted to R$ 1,739.6 million, representing a reduction of 56.7% 

compared to the previous year. 

 

The financial result recorded a negative R$ 358.7 million (an increase of 171.2%). Financial income 

decreased by 36.3% and reached R$ 165 million, due to the reduction in applied cash and the consequent 

reflection in income from financial investments and update on foreign currency purchase recorded in 

2014. The Debt Charges and Other Financial expenses decreased by 16.2% to R$ 153.1 million. Net 

monetary variations showed the reduction of debt in local currency and ended the year at R$ 60.1 million 

(a reduction of 52.3%). Net Exchange Variation reached R$ 310.5 million, resulting from the 47% 

devaluation of the Real against US Dollar. 

 

 

In 2014: 

Operating revenues reached R$ 5,463.6 million, an increase of 23.6% compared to 2013, results obtained 

mainly by (i) the replacement on the free market, of the best prices, part of the electricity volume 

previously contracted in the regulated market, sold at auction in December 2004 in 8 year contracts that 

expired in December 2013 and (ii) the settlement in CCEE, part of this (uncontracted) electricity to the 

Difference Settlement Prices - PLDs, charged in 2014. 

The Cost of Electric Energy Service totaled R$ 1,270 million, with the reduction of 5.9% segmented in the 

items Cost of Electric Energy and Operating Cost. 
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The Cost of Electric Energy increased by 1.2% compared to 2013 a variation resulting mainly from the 

adjustment of the Use of Transmission System rates at 8.3% offset by the reduction in the amount of 

power produced by the Company in 2014, which decreased by 14.2% the expenses with the Financial 

Compensation for Use of Water Resources.   

The Operating Cost was reduced by 10.1%, mainly due to the depreciation at the end of economic 

exploitation by the price regime of the power plant Três Irmãos, from April 2013. There were decreases in 

the provision for the Incentive Program for Retirement - PIA, and expenses with private pension fund. 

 

Considering that on July 7, 2015, it will occur the expiration of the concessions of the power plants Ilha 

Solteira and Jupiá was estimated future cash flows of the operations until the final term of the 

concessions, as determined by CPC 01. Considering (i) that only on March 27, 2014, by Ministerial Decree 

No. 129 MME/MF, the Granting Authority reaffirmed the amount of compensation proposed for the 

power plant Três Irmãos, making it clear that it did not accept the company's arguments during the 

process reconciliation of compensation values of the power plant, since the EPE studies were not 

considered social and environmental costs, locks and other assets; (ii) that the Company is investigating 

the values which may be submitted to ANEEL up to December 31, 2015, as defined by ANEEL Resolution 

No. 596/2013 relating to increases resulting from modernizations and improvements made and not yet 

depreciated, to which the Company is entitled; (iii) that the Company does not know the details were the 

compensation calculated and although requested, received no reply to the request made to EPE on May 

7, 2014, for the provision of the calculation/spreadsheets of amount to be indemnified in the power 

plants Ilha Solteira and Jupiá; (iv) there is no reasonable certainty as to the receipt of compensation for 

amounts determined in accordance with international accounting principles (deemed cost or New Value 

of Depreciated Replacement), and also of the actual amount of compensation, management, only for 

compliance purposes of CPC No. 01 and noting the accounting principle of prudence, is keeping in its 

accounts for the power plants Ilha Solteira and Jupiá, the amount of R$ 998,716 thousand, considered as 
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the recovery value at the end of the year and consists of the flow from operations and the existing value 

in the regulatory accounting, being incontrovertible under the Concession Agreement.  

Thus, CESP conducted the accounting provision for impairment in the amount of R$ 1,997,296 recorded 

directly in the income statement under "other operating expenses" (Note 24.2 to the Financial 

Statements). 

The financial result recorded a negative R$ 132.3 million (a reduction of 68.7%). Financial income 

increased by 97.6% and reached R$ 259.0 million, an increase in income from financial investments and 

updates on purchases of foreign currency. The Debt Charges and Other Financial expenses fell by 29.5% to 

R$ 182.7 million. The Monetary and Net Exchange Variations decreased by 29.1% to R$ 208.6 million. 

  

b. Variations in revenues attributable to changes in prices, exchange rates, inflation, changes in volumes 
and introduction of new products and services. 

 
The Company has long-term supply contracts (sales to resellers) and electric energy supply (sales to free 

consumers), mostly indexed to the Consumer Price Index - CPI-A and suffers the variation of this indicator.  

In 2016, CESP sold on average 1,030 MW contracts, which represented a decrease of 49.9% compared to 

2015, mainly due by the end of the concession of the power plants Ilha Solteira and Jupiá under the price 

regimen on June 30, 2015. The adequacy of the Company's contract portfolio contributed to this result 

along with the market conditions and hydrological conditions of the system. 

 

The unfavorable hydrological conditions caused the power plants of the MRE - Power Reallocation 

Mechanism to be dispatched to generate below their physical collateral for year, a phenomenon 

commercially represented by the GSF - Generation Scaling Factor. Hence, the MRE generators bore the 

deficit between generation and physical guarantee, which is valued at the PLD - Difference Settlement 

Price. 
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c. Impact of inflation, changes in prices of key inputs and products, exchange and interest rates on 
operating results and financial results of the issuer. 

 

In 2016, the appreciation of Real was 16.5% against US Dollar, impacting the financial result by the 

appropriation of revenue from exchange variation of R$ 133.3 million. 

In 2015, the devaluation of Real was 47.0% against US Dollar, impacting the financial result by the 

appropriation expense of foreign exchange variations of R$ 310.5 million. 

In 2014, the devaluation of Real was 13.39% against US Dollar, impacting the financial result by the 

appropriation expense of foreign exchange variations of R$ 82.6 million. 

 

10.3 - Events with significant effects occurred and expected in the financial statements  

 

a. Operating segment introduction or sale 

  

Because of a decision made by the Granting Authority, on July 8, 2015 the Company did not commercially 

operate the power plant of Ilha Solteira and Jupiá, providing operation and maintenance services on a 

provisional basis of these power plants, just receiving the Revenue Generation Annual - RAG, which in 

2015 was R$ 320.9 million. This situation lasted until the end of the first half of 2016, with a revenue of R$ 

385 million in 2016. 

By decision of the Granting Authority, in April 2013 the Company did not commercially operate the power 

plant Três Irmãos. The company started temporarily to provide operation and maintenance services of 

such power plant, receiving only the Revenue Generation Annual - RAG, which in 2014 was R$ 71.2 

million. 
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On September 10, 2014, with the intervention of the Investment Fund in Constantinople and Furnas 

Centrais Elétricas S/A, TIJOA Participações e Investimentos S/A signed with the Ministry of Mines and 

Energy - MME, the concession contract for generation of electricity in the hydroelectric power plant Três 

Irmãos, with 30 days of assisted operation and beginning of validity on October 10, 2014 for a period of 

30 years. Therefore, from October 10, 2014, the responsibility for the concession of the power plant Três 

Irmãos is TIJOA Participações. 

 

b. constitution, acquisition or disposal of equity interest 
 

There were no events of this nature. 

 

c. unusual events or operations 
 

Considering the Granting Authority has already formally expressed the amount of compensation for the 

power plants Ilha Solteira and Jupiá, established at only R$ 2,028 thousand, the Company believes that it 

has the right to receive the amount recorded, considering the updated historical cost, and will continue to 

discuss it in court. Given the existence of a contingent asset and in accordance with CPC 25, which deals 

with Provisions, Contingent Liabilities and Contingent Assets and in the face of ANEEL Resolution No. 

596/2013, the Company recorded a provision for impairment of these assets (contingent assets) in the 

amount of R$ 580,798 million, adjusting the amount recorded by the outcome of the legal dispute. 

 

The Federal Government issued Provisional Measure No. 688/2015 seeking the renegotiation of the 

hydrological risk, converted into Law No. 13,203 / 2015, CESP joined the renegotiation of the hydrological 

risk to the share of its energy traded in the regulated market, upon the payment of a premium, shall be 

protected from hydrological risk up to 2028, when the current concession term of power plant Porto 
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Primavera will end. The effect of this renegotiation resulted in cost savings with the purchase of power in 

CCEE in 2015 of R$ 155 million to R$ 52 million 

 

In 2014, considering the maturity of the concession of the power plant Ilha Solteira and Jupiá, on July 7, 

2015, and uncertainty as to the value of compensation, the Management, in order to comply with CPC 

No. 01 and observe the accounting principle of prudence, is proceeding to the accounting the provision 

for impairment in the amount of R$ 1,997,296, subject to further discussion, where this value will be 

recorded directly in the income statement under "other operating expenses", affecting operating income 

before financial result . {see item 10.1 "a" (ii)} 

 

 

10.4 - Significant changes in accounting practices - Qualifications and emphasis in the auditor's report 

      

a. Significant changes in accounting practices 
 

In financial years of 2016 and 2015, there were no significant changes in practices in relation to those 

already adopted in 2014. 

 

Fiscal Year 2013 

Up to December 31, 2012 actuarial gains and losses were recorded immediately in the income statement. 

On December 13, 2012, the CVM issued Resolution No. 695/2012, which approved the document review 

of the Accounting Pronouncements Committee - CPC referring to the CPC 33 - Employee Benefits. This 

accounting standard is applicable to fiscal years beginning on January 1, 2013, with retrospective 

application, according to CPC 23 Pronuncement - Accounting Policies, changes in estimates and correction 

of errors. 
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From the financial statements in 2013, with retrospective effect, the actuarial gains and losses are now 

recorded directly in shareholders' equity in Other Comprehensive Income. These gains and losses are 

determined at the end of each year based on the independent actuarial report.   

 

The main impacts of the application of this standard to the Company are (i) the elimination of registration 

of actuarial gains and losses immediately in income and (ii) the calculation of the estimated return on 

assets using the same discount rate used in the calculation of actuarial liabilities. For the Company, the 

application of this standard requires the recording of actuarial gains and losses in equity in other 

comprehensive income. 

According to paragraph 22 of CPC 23 - Accounting Policies, Estimates and Error Change, when a change in 

accounting policy is applied retrospectively, the Company shall adjust the opening balance of each 

component of shareholder´s equity affected for the previous oldest period presented and other 

comparative amounts disclosed for each prior period presented as if the new accounting policy had 

always been applied. 

 

In 2012 and 2011, there were no changes of practice in relation to those already adopted in 2010. 

 

In 2010, the financial statements of CESP were first prepared in accordance with accounting practices 

adopted in Brazil, including the Brazilian Corporate Law and the Pronouncements, Guidelines and 

Interpretations issued by the Accounting Pronouncement Committee - CPC - and approved by the 

Brazilian Securities Commission - CVM, in the convergence process to International Accounting Standard 

(IFRS). 

Deemed Cost of Fixed Assets - The Company decided by adding the cost of the given property, adjusting 

the opening balances on the transition date, on 01/01/2009 at fair value estimated (depreciated 

replacement cost) by independent appraiser with professional experience, objectivity and technical 
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knowledge of the evaluated assets. The evaluation was carried out per power plant, considering the use 

of property existing and ongoing technological changes, the economic environment in which they operate 

and the planning and other peculiarities of the Company.  

 

The depreciated replacement cost of each power plant was tested by its recoverable amount 

(impairment), considering the present value of future cash flows and compensation (based on the 

depreciated replacement cost), calculated until the end of the concession. Due to the joint operation 

(complex), the power plants of Ilha Solteira and Três Irmãos were considered a single cash generating 

unit.  

 

 

b. Significant effects of changes in accounting practices. 
 

In 2013, the Company made adjustments in 2012 financial statements to allow proper comparison to 2013, 

due to changes introduced by CPC 33 (Revision 1) Employee Benefits. The iten Social Security Entity to 

Employees - CPC 33/IAS 19, 2012 has now R$ 14.1 million against expenses of R$ 342.2 million of revenue 

in the income statement originally released in 2012. It is noteworthy that the impacts are for comparison 

purposes, with no effects on corporate actions already approved for the year ended on December 31, 2012. 

 

The effect of the adoption of deemed cost for the power plants, on 01.01.2009, promoted an increase in 

fixed assets of R$ 3,553 million, in return for income tax and social contribution deferred account 

(liabilities) of R$ 1,208 million and account valuation adjustments, in shareholders' equity of R$ 2,345 

million. The share of annual depreciation of the power plants before the adoption of the new accounting 

practices, in the amount of R$ 480 million, to approximately R$ 781 million by 2012, with R$ 681 million in 

2013.  The depreciation on the adjustment of the new accounting practices do not result in effects on 

dividend distribution base. 
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c. Exceptions and emphasis in the auditor's report. 

 

There is no applicable paragraph of exceptions and/or emphasis in the last 5 years, except for the opinion 

of 2012 which has an emphasis paragraph concerning the uncertainty related to the continued operation of 

the power plant Três Irmãos and the criteria used to determine the value indemnification of hydroelectric 

power plants at the end of the concessions.  

  

The event that most impacted CESP and the electricity sector in 2012 was the issue of Provisional Measure 

No. 579, of September 11, 2012 (subsequently converted into Law No. 12.783, of 1/14/2013). For this 

Provisional Presidential Decree, the Federal Government, provided Granting Authority, offered to CESP the 

anticipation, for January 2013, the renewal of the concessions of power plants Ilha Solteira and Jupiá, due 

in 2015, since it accepted certain power trading conditions of these power plants. In addition, the same 

condition was extended to the power plant Três Irmãos, which maturing the first concession period had 

occurred in November 2011. 

 

On November 1, 2012, through the Interministerial Ordinance ("IP") 580, the Ministry of Mines and Energy 

("Grantor") said the amount of compensation of assets to the hydroelectric power plants are included in 

MP 579. This Ordinance mentioned that the studies to determine the amount of compensation were 

carried out by the Energy Research Company - EPE considering the New Replacement Price in June 2012. 

On November 14, 2012, the Company filed a request for clarification from the concession authority for 

information, among others, on the criteria used for determining the compensation amount mentioned.  

 

The shareholders of CESP, gathered at a meeting held on December 3, 2012, decided not to renew the 

concessions in the form offered by MP 579 and this position was formalized by the Company on December 

4, 2012. With this decision, CESP continued to operate the power plants of Ilha Solteira and Jupiá until the 
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final term of the concession (July/2015). The power plant Três Irmãos, which had a joint operation with Ilha 

Solteira, was operated by CESP to decision of the Granting Authority. 

 

There was no response from the Granting Authority to the closing of the Financial Statements of 2012, so 

the compensation value used for analysis of "impairment" at the time, was the management's best 

estimate considering the interpretation of the concession agreement in effect. 

  

10.5 - Critical accounting policies - provisions, contingencies, revenue recognition, tax credits, long-term assets, 

useful life of noncurrent assets, pension plans, conversion adjustments in foreign currency, cost of 

environmental recovery, criteria for recovery test assets and financial instruments. 

 

A significant part of the financial statements is calculated and recorded based on exchange rates, prices, 

refresh rates and interest rates.   

 

In the case of estimates to record values, these are restricted to the provision for Legal Risks, which are 

periodically reviewed by the internal legal department (and legal advisors when deemed necessary), as the 

claimed values and degree of risk of "remote","possible” and "probable” loss for recognition and/or 

disclosure in the notes to Quarterly Information and/or Financial Statements. 

 

In the case of pension plan, the gain or loss calculated by an independent actuary is immediately 

recognized in the shareholder’s equity in item Other Comprehensive Income. 

 

In the impairment, the value of each power plant was tested at its recoverable amount, considering the 

present value of future cash and compensation flows (based on the new replacement value, prepared by a 

specialized, depreciated at the rates of ANEEL), calculated until the end of the concession, except the 
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power plant Três Irmãos, whose concession expired on 11/18/2011, for which it was not considered in the 

calculation of the recoverable value of the future cash flow from operations. With the publication of MME 

Ordinance No. 32 of 03.05.2013, the power plants Ilha Solteira and Três Irmãos generating units were 

considered independent cash, no longer being treated as a Complex.  

 

For calculating and recording of tax credits, the Management's best estimates are prepared with the 

corresponding projections of results for the purpose of determining the present value of future taxable 

income, in 10 years (CVM Instruction 371/2002), which determines the amount to be recognized. 

 

10.6 - Significant items not shown in the financial statements 

a. the assets and liabilities held by the issuer, directly or indirectly, that do not appear on its balance sheet 
(off-balance sheet items), such as: 

 

i. operating leases, assets and liabilities 

ii. receivables portfolios over which the entity maintains risks and responsibilities, indicating their 

liabilities 

iii. contracts for future purchase and sale of products or services 

iv. unfinished construction contracts 

v. contracts for future receipt of financing 

 

All transactions are recorded in the financial statements or mentioned in the notes. There are no relevant 

items disclosed in the financial statements.  

 

b. other items not included in the financial statements 

On December 31, 2016, the Company has total tax credits (nominal) in the amount of R$ 3,255,434,000 
of negative tax losses for income tax and social contribution, timing differences and asset adjustment - 
deemed cost (ICPC 10). A provision of R$ 2,455,899,000 was made, as these credits can be registered 
and supported by financial projections prepared by management and revised, for the next 10 years. 
More information about the tax credits in Note No. 12 of the Financial Statements. 

 

 



                                                                                                                                                                                                                                                          

82 
 

10.7 - Comments on items not included in the financial statements 

  

a. Items that change or may change revenues, expenses, operating income, financial expenses or other 
items in the financial statements of the issuer 
 

b. nature and purpose of the transaction 
 

c. nature and amount of the obligations and rights generated in favor of the issuer as a result of the 

operation 

As mentioned in item 10.6 and their points, all operations are recorded in the financial statements or 

presented in the notes, including mention of the concession terms of the Company's plants. 

 

10.8 - Business Plan 

 

a. Investments, including: 
 

i. quantitative and qualitative description of investments in progress and planned investments. 

 

The investments made in recent years were especially aimed at the maintenance program of generating 
facilities, including improvements and modernization of equipment. The amount invested in fixed and 
intangible assets in 2016 was R$ 13,365 million. 

 

ii. Investment funding sources. 

 

The Company has its own resources for investment in projects in which it desires having minority interest. 

Depending on the project, they may be funded by private and government financial institutions, generally 

on the order of up to 70%. 
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iii. Relevant divestitures in progress and expected ones. 

 

CESP began the year of 2013 under the effects of Provisional Presidential Decree no. 579, from September 

11, 2012 (later converted into the Law no. 12.783.01/14/2013). By this Provisional Presidential Decree, the 

Federal Government, as the Granting Power, offered to CESP the anticipation, to January, 2013, of the 

renewal of Ilha Solteira and Jupiá power plants concessions, due in 2015, since determined conditions of 

trading of these power plants energy were accepted. Additionally, the same treatment was extended to the 

Três Irmãos Power Plant, which maturity of the first period of concession had occurred in November, 2011. 

 

CESP's shareholders, in a meeting held on December 03, 2012, decided not to renew the concessions as 

offered by the Provisional Presidential Decree. According to this decision, CESP will continue to operate the 

Ilha Solteira and Jupiá Power Plants until the final term of the concession, which will occur in July, 2015. 

 

The Granting Power took steps to reverse the concession of the Três Irmãos HPP in favor of the Federal 

Government, getting to temporarily and provisory operate it in the quota system on April 18, 2013. 

 

On March 28, 2014, the auction for the definition of the new operator of Três Irmãos HPP occurred. The 

purpose of the event was only the power plant; the Pereira Barreto Channel and the locks were left out of 

the dispute. The bidding was won by Novo Oriente Consortium, composed by an investment fund and 

Furnas. 

In the terms of the CESP Concession Agreement, expired the concession, the Company is entitled to be 

indemnified by the assets which have not been amortized yet.  
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On March 27, 2014, the Ministry of Mines and Energy - MME, with the Ministry of Finance - MF, published 

Interministerial Ordinance no. 129, determining the amount of the indemnification for the Três Irmãos HPP 

in R$ 1,717,362 and the respective payment in monthly installments, in the term of 7 years and minimum 

waiver period of 90 days to the first payment. The indemnification receipt is also conditioned to the 

sending by CESP of the declaration in Exhibit I of the Ordinance. However, the declaration sending would 

imply in the recognition, by the Company, that the amount of indemnification established in the Exhibit I 

was enough for covering the installment sum of the investments bound to reversible assets, not yet 

amortized or not depreciated, and there were no remaining amounts to plead with regard to the 

concession indicated in it or to the way by which the indemnification is received according to this 

Ordinance. 

 

On April 7, 2014, the Company sent official letter to the Ministry of Mines and Energy - MME, revealing 

OPPOSITION to the Interministerial Ordinance no. 129/MME/MF in relation to the (i) value of the 

indemnification to be paid referring to Três Irmãos HPP; (ii) payment of the indemnification in monthly 

installments, to be made in the term of 7 years; and (iii) obligation to sign declaration which implies in the 

recognition, by CESP, that the amount established in the Ordinance is enough for covering the installment 

sum of the investments bound to reversible assets, not yet amortized or depreciated, and there were no 

remaining amounts to plead with regard to the concession or to the way by which the indemnification is 

received. 

 

On July 9, 2014, the Company filed an Ordinary Action with Request for Interlocutory Relief with Federal 

Court, in Brasília, in face of the Federal Government, pleading the receipt of indemnification for the 

investments not yet amortized, in view of the reversal of assets and premises of Três Irmãos Power Plant. 
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On September 10, 2014, with the intervention of Fundo de Investimentos em Participações Constantinopla 

and Furnas Centrais Elétricas S/A, TIJOA Participações entered into a concession agreement to the 

generation of electric energy in Três Irmãos Power Plant with the Ministry of Mines and Energy - MME, 

with 30 days of attended operation and effectiveness from October 10, 2014, during the term of 30 years. 

Therefore, since October 10, 2014, TIJOA Participações is responsible for the concession of Três Irmãos 

HPP. 

 

On October 1, CESP entered into an operation and maintenance services agreement with TIJOA 

Participações related to Três Irmãos HPP and related premises with a term of 6 months, from the beginning 

of the effectiveness on October 10, 2014, which purpose was to make possible the assumption, by TIJOA, of 

the complete operation, in an orderly way. 

 

At the end of 2014, taking into consideration the end of Ilha Solteira and Jupiá HPPs concessions on 

July 7, 2015, the future cash flow of the operations until the final term of the concessions was 

estimated as provided for in CPC (Brazilian Accounting Pronouncements Committee) no. 01.    

Considering that (i) only on March 27, 2014, through the Interministerial Ordinance no. 129 MME/MF, 

the Granting Power reaffirmed the amount of the indemnification proposed for Três Irmãos HPP, 

demonstrating that the arguments of the Company had not been accepted during the process of 

conciliation of the indemnification amounts of that power plant, since in the EPE (Energy Research 

Company)'s studies the social and environmental costs, locks and other assets were not considered; (ii) 

the Company was verifying the amounts that could be presented to ANEEL up to December 31, 2015, 

as defined in the ANEEL Normative Resolution no. 596/2013, referring to the additions arising from 

modernization and improvements performed and not yet depreciated, which the Company is entitled 

for; (iii) the Company did not know yet details about the calculation method used in relation to the 

indemnifications and, although requested, it had not received reply to the petition to EPE on May 07, 
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2014, for making available of calculation/spread sheets of the amount to be indemnified related to Ilha 

Solteira and Jupiá power plants; (iv) there wasn't reasonable certainty in relation to the receipt of 

indemnification through amounts verified in accordance with the international accounting principles 

(deemed cost or New Value of Depreciated Replacement), and also in relation to the indemnification 

value itself, the Management, only for purposes of fulfillment of CPC no. 01 and observing the 

accounting principle of prudence, kept in its accounting, related to Ilha Solteira and Jupiá HPPs, the 

amount of R$ 998,716 thousand, considered as value of recovery in the year end date and compound 

by the flow provided by the operations and by the value in the regulatory accounting, since the 

Granting Power considered the value uncontroversial under the terms of the Concession Agreement.  

Thus, CESP performed the accounting of Provision for reduction to the recoverable amount in the sum 

of R$ 1,997,296 registered directly in the year results, in the heading “other operating expenses” (Note 

24.2 of the Financial Statements). 

 

On October 01, 2015, MME - Ministry of Mines and Energy published the Ordinance no. 458, which 

defined the approximate value of R$ 2 million as indemnification to the Ilha Solteira HPP, referenced to 

prices from June, 2015. On October 9, 2015, it was filed an action for damages by CESP against the 

Federal Government, so that the latter is condemned to pay to the Company the due amount related 

to the reversal of assets and premises bound to the concession exploration of Ilha Solteira and Jupiá 

HPPs, considered the updated historical cost of these assets of R$ 1,561 million. The Company 

understands that it is entitled to receive the amount registered, being considered the updated 

historical cost, and it will continue to dispute it in court. In compliance with CPC 25, which deals with 

Provisions, Contingent Liabilities and Assets and in face of ANEEL's Resolution no. 596/2013, the 

Company made in this quarter, a provision for depreciation of the two power plants (Contingent 

Assets), in the amount of R$ 580 million adjusting the value registered until the outcome of the 

litigation. 
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b. Since it has been already disclosed, indicating the acquisition of plants, equipment, patents or other 
assets that shall materially influence the productive capacity of the issuer 

 

There has been no acquisition of other assets. 
 

c. New products and services. 
 

i. description of the research in progress already disclosed  
 

The R&D projects initiated in 2016 had as investment themes the Planning of Electric Energy Systems and 

the Operation of Electric Energy Systems. 

 

ii. total amounts spent by the issuer in research for the development of new products or services. 
 

In 2015, three new R&D projects were initiated, which total investment will be of R$ 3,289,330.09, until 

December/15 it was invested in these projects R$ 486,051.18. 

 

iii. developing projects already disclosed 
 

The projects of effective investments and that were initiated until December/15 had as main investment 

themes Alternative Sources of Generation, Planning of Electric Energy Systems and Environment. 

 

iv. total amounts spent by the issuer in the development of new products or services 
 

The effective R&D projects and that were initiated until December/15 totaled 14, with expected total 

investment of R$ 46,492,614.62. In these projects the amount invested was  

R$ 37,093,526.70 until December/16. 
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10.9 - Other factors with material influence 

 

All the factors that influenced the operating performance had been already commented in the previous 

items. 

 

IV - Data of the Board of Directors' Members, indicated to the election, as Items 12.5 to 12.10 under 

Exhibit 24 of the CVM Instruction No. 480/2009 

12.5. List of the members appointed to the election by the controlling shareholder to compose the Company's 

Board of Directors: 

 

 

 

Roberto Luis Troster

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

10/24/1950 Economist 697.928.798-20
Board Member (Chairman)

04/26/2017 5/9/2017 2 years - 0

Curricular Data

He was awarded a Bachelor's degree in Economics from University of São Paulo in 1984. He was awarded a doctorate degree in Economics from the same institution

in 1994. He is a member of the Board of Directors of Banco Paulista. He is a member of the Fiscal Council of Lar do Caminho.

Aderbal de Arruda Penteado Júnior

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

1/6/1946 Engineer 197.713.988-49
Board Member 

(Permanent)
04/26/2017 5/9/2017 2 years - 6

Curricular Data

He was awarded a bachelor's degree in Electrical Engineering from Polytechnic School of the University of São Paulo - EPUSP in 1970. He was awarded a master’s

degree and doctorate degree in Power Systems from the same institution, respectively, in 1976 and 1985. He is a professor of the Department of Energy Engineering

and Electrical Automation at the Polytechnic School of USP - PEA EPUSP, since 1971. He is a professor of undergraduate courses in the areas of electrical machines,

electromagnetism and power systems, and at graduate and extension courses in the areas of Grounding of Electrical Systems, Simulation of Electrical Machines. In

2003 and in the beginning of 2014, he held the position of Chief Commissioner of the Technical and Concession Group of CSPE - Commission of Energy Public Services

of the State of São Paulo. He was appointed, by a Decree dated April 23, 2004, to the position of General Commissioner of CSPE, complementing his term of office

starting April 14, 2008, with the creation of ARSESP - Sanitation and Energy Regulatory Agency of the State of São Paulo - as CEO, adding the position of Officer of

Technical Regulation and Inspection of Energy Services. In June 2008, his term of office was renewed as Officer of Technical Regulation and Inspection of Energy

Services of ARSESP, a position that he held until September 2012. He has been the director of CREA-SP for 13 years, integrating several of its specific commissions,

coordinating the Electrical Engineering Chamber. Coordinator of R&D projects and advisor in GTD areas since 1980. He has been a member of the Board of Directors

of CESP since 2015. Coordinator of GT1 of CEPE, State Council of Energy Policy.
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Clóvis Luiz Chaves

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

2/1/1949 Lawyer 363.794.928-87
Board Member 

(Permanent)
04/26/2017 5/9/2017 2 years - 3

He was awarded a bachelor's degree in Physical and Biological Sciences, with a Specialization in Environmental Geology from UNESP of São José do Rio Preto - São

Paulo, on December 1974 and he was awarded a degree in Law from the Law School of São José do Rio Preto - São Paulo, on December 1979. He was an Officer of the

Agricultural Penal Institute of São José do Rio Preto, São Paulo, from 1983 to 1990, an Advisor to the Vice-Governor of the State of São Paulo, from 1991 to 1994, a

Special Advisor to the President of the Republic, from 1999 to 2001, a Special Advisor to the Ministry of Justice in 2002, the Head of the Office for Federal Deputy

Aloysio Nunes Ferreira Filho, from 2003 to 2004 and Sub-Mayor of São Mateus, São Paulo, from 2005 to 2010. Since 2011, he has been an Officer of Institutional

Relations of São Paulo Obras.

Curricular Data

Fernando Carvalho Braga

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

6/5/1952 Economist 538.987.458-72
Independent Board Member 

(Permanent)
04/26/2017 5/9/2017 2 years - 10

Curricular Data

He was awarded a bachelor's degree in Economics from Mackenzie University in 1974. He has held several positions in the public management of the State of São

Paulo, he was an Executive Secretary of the Board of Directors of the State Program of Privatization (1995/2006), a Special Advisor of Privatizations to the Department

of Planning (1995/2006), the Chairman of the Board of Real Estate Assets (2002/2006), a Special Advisor to the Governor (2002/2006) and a Secretary of Economy and

Planning (2006). From January 01, 2007 to date, he has been a partner of Consultoria Itapipoca Ltda. Over the past five years, he has been a Board Member of CESP

and a Member of the Fiscal Council of Drogasil S.A.

Mauro Guilherme Jardim Arce

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

5/10/1941
Electrical 

Engineer
107.894.648-53

Board Member 

(Permanent)
04/26/2017 5/9/2017 2 years CEO 4

Curricular Data

He was awarded a bachelor's degree in Electrical Engineering from Engineering School of Mackenzie University, a graduate degree in Engineering of Electrical

Systems from PUC-RJ, and a master’s degree in Power Engineering Rensselaer from Polytechnic Institute in New York, USA. He started his professional activities in

1964 at Indústrias Villares S.A., as an Engineer. In 1967, he started working at CESP as an Assistant Engineer, where he was promoted to the head of Section and

Sector, the Department Manager and, in 1983, the Assistant of the Executive Office, until taking office in the Executive Office of Generation and Transmission from

1995 to 1998. He was also a Professor at the School of Engineering and Technology College of Mackenzie University. In 1998, he took office in the Department of

Energy of the State of São Paulo and, since January 2002, he is also responsible for the Department of Water Resources, Sanitation and Civil Works of the State of São

Paulo. From November 2002 to May 2003, he was also the President of SABESP - Basic Sanitation Company of the State of São Paulo. In June 2003, he took office in

the State Department of Energy, Water Resources and Sanitation of the State of São Paulo and, from January 2007, he took office in the Department of Transport of

the State of São Paulo. He chaired the National Forum of Secretaries for Energy Matters and the Board of Directors of the Electric Energy Companies of the State of

São Paulo, SABESP - Basic Sanitation Company of the State of São Paulo, DERSA - Desenvolvimento Rodoviário S.A. and Companhia Docas de São Sebastião. In January

2011, he took office as the President of CESP being responsible for, cumulatively, the functions in the Executive Office of Engineering and Construction, acting in such

functions until April 2014. He acted as Secretary of Sanitation and Water Resources of the State of São Paulo from Abril to December 2014. He returned to the position

of President of CESP on January 16, 2015.
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Ricardo Achilles

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

05/24/1968
Electrical 

Engineer
111.702.348-60

Board Member (Permanent)
04/26/2017 5/9/2017 2 years - 4

Curricular Data

He is an Electrical Engineer. He was the Deputy Secretary of the Department of Energy of the State of São Paulo. He acted as the Metropolitan Superintendent of AES

SUL, from 2008 to 2010, and was responsible for the asset management of the distribution networks in the metropolitan region of Porto Alegre. He was a

representative of the company in the commercial and technical relation before customers; He was concurrently the Safety Champion of AES SUL, in charge of business

as a Promoter of the Occupational Safety Policy in the Company. At AES ELETROPAULO, between 2006 and 2007, he was a manager of Management and Operation of

Underground Distribution System and customer technical service and operation of the Interconnected, Radial, Selective and Hybrid systems in the concession area; a

Distribution Manager, he was responsible for distribution assets and customer technical service in the central and southeastern regions of the City of São Paulo;

between 2005 and 2006, he was a Leader of the Policy Management Group for environment and certification ISO 14000 in the central region; from 2001 to 2003, he

was a Team Leader, being responsible for the management of distribution assets and customer technical service in the southeastern region of the City of São Paulo

and Leader of the Occupational Safety and Operational Quality Group in the region; in 2001, he was a Manager of Projects and worked on the drafting and

implementation of the Customer Service Unit, having participated in the creation of a company for rendering services of construction, maintenance and emergency

response in energy distribution networks based on the “Management Excellence Model (MEG)”; in 1999, he was a Manager of Revenue Recovery against frauds,

regularization of connections and other irregularities in the northwest region of São Paulo; from 1987 to 2001, he was a Manager, Engineer and Technician, acting as

Manager of Distribution, Manager of System Service and Technical Engineer in Electrotechnics.

Ricardo Daruiz Borsari

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

11/3/1955 Civil Engineer 003.952.738-70
Board Member (Permanent)

04/26/2017 5/9/2017 2 years - 1

Curricular Data

He was aawarded a bachelor's degree in Civil Engineering from the Polytechnic School of the University of São Paulo - EPUSP - 1997; He was awarded a master’s

degree in Hydraulic and Sanitary Engineering from the Polytechnic School of the University of São Paulo - EPUSP - 1989; Academic Activities: He was a Professor of the

Engineering College of Mackenzie University until 1982; a Professor of the Engineering College of Armando Álvares Penteado Foundation – FAAP until 1984; a

Professor of the Electrical Engineering School of the Catholic Pontifical University of São Paulo - PUC-SP until 2001; a Professor of Polytechnic School of the University

of São Paulo EPUSP - until 2003. Professional Activities: He was a Resident Engineer of the Hydraulics Lab of Jupiá – CTH/DAEE from January 1978 to February 1979; a

Research Engineer of the Hydraulics Technological Center – CTH/DAEE from March 1979 to December 1981; He was Responsible for the Hydraulic Machine Test Area

of the Hydraulics Technological Center – CTH/DAEE from January 1982 to December 1983; a Coordinator of Projects of the Dam Hydraulic Area of CTH/DAEE from

January 1983 to August 1994; He was Responsible for the Management of Program Coordination of the Hydraulics Technological Center Foundation - FCTH from

January 1998 to July 1992; a Deputy Officer of the Hydraulics Technological Center Foundation - FCTH from August 1990 to July 1994; the Chief Operating Officer of

the Hydraulics Technological Center Foundation – FCTH from August 1993 to July 1994; the CEO of the Hydraulics Technological Center Foundation – FCTH from

August 1994 to August 1995 and from August 1998 to August 2000; an Officer of the Hydraulics Technological Center - CTH/DAEE from May 2000 to July 2011; the

Superintendent of the Department of Water and Electric Energy – DAEE from July 2001 to February 2007; an Officer of the Hydraulics Technological Center –

CTH/DAEE from July 2008 to July 2009; a Coordinator of Projects of the Clean Water Program from July 2009 to December 2009; a Coordinator of the Management Unit 

of Maintenance Works – UGOM/DAEE from December 2009 to August 2010; an Officer of Engineering and Civil Works of DAEE – DEO/DAEE from August 2010 to

October 2011 and the CEO of the Metropolitan Company of Water and Energy – EMAE from October 2011 to January 2015; He currently holds a position as the

Superindendent of the Department of Water and Electric Energy - DAEE.
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12.5. List of the members appointed by the preferred shareholders to compose the Company's Board of 

Directors: 

 

12.5. List of the members appointed to the election by the minority shareholders to compose the Company's 

Board of Directors: 

 

12.5. List of the members appointed to the election by the controlling shareholder to compose the Company's 

Fiscal Council: 

 

 

Adriano Cives Seabra

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

06/19/1972 Engineer 016.480.547-81
Independent Board Member 

(Permanent)
04/26/2017 5/9/2017 2 years - 0

Curricular Data

He was awarded a degree in Electronic Engineering from the Federal University of Rio de Janeiro - UFRJ, in 1994. He was a Manager and Head of analysis at Fides

Asset Management, from March 2015 to July 2016. He was a Manager and the Head of analysis at Opus Investimentos, from September 2011 to January 2015. He was

a member of the Board of Directors of Even Construtora S.A., from May 2015 to November 2015.

Bruno C. H. Bastit

Date of Birth Occupation Passport Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

05/14/1984 Economist
14DV44478                   
French passport

Independent Board Member 

(Permanent)
04/26/2017 5/9/2017 2 years - 0

He is a Political Economist. He has a master’s degree in International Economics and Politics – University of Warwick (Coventry, United Kingdom). He has a bachelor’s 

degree in Politics, Economics and History of the Middle East – Durham University (Durham, United Kingdom). French Baccalauréat – Lycée Dominique Villars (Gap,

France). Founder and managing officer of Quetzal Strategy-ESG Advisors (London, UK / New York, USA). He was an Officer and Senior Advisor of Governance, South

America at Morrow Sodali (London, United Kingdom / São Paulo, Brazil), from December 2014 to January 2017, an Advisor of Governance at AMEC - Association of

Investors in the Capital Market (São Paulo, Brazil), from September 2014 to December 2014 and he was a Senior Analyst of Governance and Sustainability at Hermes

Investment (London, United Kingdom), from March 2009 to August 2014. He was also a Member of “Disclosure on Management Approach Working Group” at the

Global Reporting Iniciative-GRI, from December 2011 to January 2013.

Curricular Data

Sebastião Eduardo Alves de Castro

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

5/8/1956 Lawyer 041.977.948-51
Member of the Fiscal Council 

(Permanent)
04/29/2014 5/29/2017 1 year - 2

Curricular Data

He was awarded a bachelor’s degree in Legal and Social Sciences from the Law School of Mackenzie Presbyterian University, completed in 1980. He is a lawyer

registered with the Brazilian Bar Association - Section of São Paulo under no. 68.235. IMESP – Official Press of the State of São Paulo, Technical Advisor since January

2011, acting together with the Secretary’s Office of the Department of Planning and Management of the Government of the State of SP. 

CDHU – Housing and Urban Development Company of the State of São Paulo: From 1997 to January 2007, as an Executive Advisor. Tourism Company of the State of

São Paulo – PAULISTUR S/A – a Coordinator of the President’s Advisory Council from May 1987 to January 1989. Urban Development and Improvement of Resorts of

the State of São Paulo – FUMEST – a Consultant and Advisor to the Superintendence for investments in tourism and urban development of the Climatic, Hydromineral,

Touristic and Seaside Resorts of the State of São Paulo. Department of Sports and Tourism of the Government of the State of São Paulo – SET – from March 1983 to

March 1987, he was an Office Advisor.
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Andre Grotti

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

Member of the Fiscal Council 

(Substitute)
04/29/2014 05/29/2017 1 year - 0

Curricular Data

 

 

 

Emilia Ticami

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

10/2/1956
Public 

Administrator
022.489.508-70

Member of the Fiscal Council 

(Permanent)
04/29/2014 5/29/2017 1 year - 6

Curricular Data

She has a bachelor’s degree in Public Management from the Business Administration School of São Paulo – Getúlio Vargas Foundation and Specialization Course

(CEAG) from the same entity. She acted in the Department of Economy and Planning of the State of São Paulo, from July 1980 to March 1991, where she held the

positions of Analyst and Advisor, in the activities of corporate budget preparation, control of the public companies and analysis of state investments. At the Treasury

Department of the State of São Paulo, she held the position of Officer of the Finance Department of the State, from April 2004 to May 2006, Coordinator of Financial

Management of the State, from June 2006 to June 2010, Advisor to the Financial Management, from July 2010 to January 2015 and returned to the position of

Coordinator of Financial Management since January 2015. She acted as Member of the Fiscal Council of SABESP - Basic Sanitation Company of the State of São Paulo,

from May 2010 to April 2011, and of the Social Security Department of São Paulo – SPPREV, from 2008 to April 2011; She is a substitute member of the Fiscal Council

of Imprensa Oficial do Estado S.A. – IMESP, since 2014; She is a Board Member of the Data Processing Company of the State of São Paulo – PRODESP, since 2011.

Vanildo Rolando Neubauer

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

03/31/1954 Lawyer 603.327.868-20
Member of the Fiscal Council 

(Permanent)
04/29/2014 05/29/2017 1 year - 2

Curricular Data

He was awarded a bachelor's degree in Legal Sciences, completed in 1998, from the Law School of Ibirapuera University, and a graduate degree in Penal Process

completed in, from Faculdade Metropolitana Unidas – FMU. He acted at the Banco Real S.A., as an Attorney-in-Fact; at Gurgel Veículos S.A., where he performed the

activities of Human Resources; at CESP - Electricity Company of São Paulo, from August 07, 1978 to January 19, 2011, he was the Head of Personnel Sector, an HR

Manager and a Manager of Health Programs; at SABESP – Basic Sanitation Company of the State of São Paulo, since 1995, he is a Legal and Technical Advisor of the

Department of Sanitation and Water Resources.

Keli Regina Della Torre Soler

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

03/18/1973 Administrator 163.707.898-60
Member of the Fiscal Council 

(Substitute)
04/29/2014 05/29/2017 1 year - 1

Curricular Data

She is a Business Administrator, she was an Analyst and, thereafter, a Manager at Serasa Experian, from 1993 to 2012. She was a Coordinator of Strategic Projects of

the Presidency at the Official Press of the State of SP – IMESP, from 2012 to 2015. Currently, she is a Coordinator of UDEMO – Unit for Development and Improvement

of the Organizations, in the Department of Planning and Management of the Government of the State of São Paulo. She is a Member of the Fiscal Council of CETESB –

for the period 2016-2016. She is a member of the Transparency Portal Committee of the Government of the State of São Paulo.
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12.5. List of the members appointed to the election by the minority shareholders to compose the Company's 

Fiscal Council: 

By common shares: 

 

 

 

 

 

Sandra Maria Gianella

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

8/3/1956 Economist 163.707.898-60
Member of the Fiscal Council 

(Substitute)
04/29/2014 05/29/2017 1 year - 1

She was awarded a bachelor's degree in Economics from FAAP – Armando Álvares Penteado Foundation in 1978, and in Business Administration from Mackenzie

University in 1980. She has been a state civil servant since 1978, she started as a research assistant in the Economic Advisory to the Treasury Department of the State

of São Paulo. From 1979 to 1988, she was a member of the technical team of the CIEF – Coordination Office of Investments, Companies and Foundations of the

Department of Economy and Planning of the State of São Paulo. From 1989 to 1998, she was appointed as Technical Officer and, from 1999 to 2003, she was

appointed as coordinator of such area. She was the Head of Office of the Department of Economy and Planning, from December 2003 to April 2005 and, from April

2005 to March 2006, she was a management coordinator of such Department. From 2005 to December 2006, she was part of the technical advisory to CEDC –

Coordination Office of Decentralized Entities and Electronic Contracting of the Treasury Department of the State of São Paulo. She has been working in the

Department of Sanitation and Energy, currently Department of Sanitation and Water Resources, since January 2007, she was the Head of Office until 2007, she is an

Advisor to Secretary’s Office and Executive Secretary of the Boards of Directors of the Companies associated to the Department.

Curricular Data

Robert Juenemann

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

10/22/1965 Lawyer 426.077.100-06
Member of the Fiscal Council 

(Permanent)
04/29/2014 05/29/2017 1 year -

Curricular Data

Lawyer, Conflict Mediator certified by the CEDR – Center for Effective Dispute Resolution (UK), a Board Member Certified by IBGC – Brazilian Institute of Corporate

Governance, a Board Member of IBGC, member of the Legal Commission and the Commission of Cooperatives, as well as a Coordinator of the South Section of IBGC.

He is a member of the Fiscal Council of Eternit (2015) and a Member of the Fiscal Council of Eletrobrás (from 2013 to 2016), a Member of the International Ethics

Standards Board for Accountants (IESBA), a Co-author of the Legal Guidance for Board Members and Officers, published by IBGC.

Eduardo Georges Chehab

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

02/14/1955 Engineer 013.810.648-76
Member of the Fiscal Council 

(Substitute)
04/29/2014 05/29/2017 1 year - 0

Curricular Data

He is a Civil Engineer, Board Member Certified by IBGC – Brazilian Institute of Corporate Governance, a Board Member of Tonon Bioenergia, a member of the Fiscal

Councils of Editora Brasil, Multiner and Mesa Participações. He is a Professor of Corporate Finances and Corporate Governance at graduate and MBA courses

organized by IBMEC-Rio and Dom Cabral Foundation. From 2014 to 2016, he was a board member of OSX Brasil, and a member of the Fiscal Council of Bioóleo and

Banco do Brasil.
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By preferred shares: 

 

 

 

V - DETERMINATION OF THE COMPENSATION OF THE MANAGEMENT AND FISCAL COUNCIL, AS ITEM 

13 UNDER EXHIBIT 24 OF CVM INSTRUCTION 480/2009  

The Company makes available below an estimate of the amounts devoted to the management's and the fiscal 
council members' compensation:  
 
Total expected compensation to the current Fiscal Year of 2017 - annual amounts 

  

Board of 

Directors 

Executive 

Office 
Fiscal Council Total 

No. of members (total and remunerated) 11.67 4.00 5.00 20.67 

Total of the compensation 1,178.,983.40 2,253,224.52 319,453.85 3,751,661.77 

 

 

Charles René Lebarbenchon

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

10/28/1969 Lawyer 769.387.609-00
Member of the Fiscal Council 

(Permanent)
04/29/2014 05/29/2017 1 year - 0

Curricular Data

He is a Lawyer, Specialized in Tax Law from the FGV/RJ. Over the past five years, he was a partner of the Law Firm Gasparino, Fabro, Lebarbebchon, Roman, Sachet e

Marchiori Sociedade de Advogados, resigning to take office in the Legal Executive Officer of Grupo Brazal – Brasil Alimentos S.A. He was a Board Member of

Brazpeixes S.A. (2015); a Permanent Member of the Board of Directors of AES Eletropaulo S.A. (from 2014 to 2016); a Coordinator of the Fiscal Council of Eternit S.A.

(from 2013 to 2014); a Member of the Fiscal Council of SICOOB Advocacia (from 2013 to 2015); a Substitute Member of the Fiscal Council of BIC Banco; a Substitute

Member of the Board of Directors of AES Eletropaulo S.A. (from 2012 to 2014); a Member of the Deliberative Board of the Social Security Institute OABPrev-SC (from

2011 to 2012); an Officer of Benefits of the Social Security Institute OABPrev-SC (from 2009 to 2012); a Member of the Board of Directors of Gaspart S.A. (from 2009 to

2012).

Murialdo Loch

Date of Birth Occupation

Individual 

Taxpayer 

Registration

Elected Office
Expected Date of 

Election

Expected Date to 

Take Office

Term of 

Office

Positions in the 

Company

No. of consecutive 

terms of office

2/9/1975 Administrator 983.627.989-04
Member of the Fiscal Council 

(Substitute)
04/29/2014 05/29/2017 1 year - 0

Curricular Data

He has a doctorate degree in Business Administration, a master’s degree in Knowledge Engineering and a specialist degree in Finances and Controllership and

Management of IT Projects. He is a Planning Advisor at Celesc Holding. He has a solid experience in administrative functions and executive advisory. He actively

participated in the preparation and coordination of projects of risk strategic planning and internal controls. He was a professor of financial administration at Univali

and Municipal College of Palhoça.
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As provided for in article 152 of the Federal Law no. 6.404/76 (Brazilian Corporation Act) and CODEC (Council 

for the Defense of Capital of the State) Opinion No. 080/2015, the Controlling Shareholder proposes the 

determination of the Executive Office members’ compensation, in the individual monthly value of R$ 

20,590.00 (twenty thousand, five hundred and ninety Reais), under the CODEC Opinion no. 003 and Circular 

Letter no. 001/GS-CODEC, from January 31, 2014. In a similar way, in relation to the value in the previous item, 

according to the CODEC Opinion which specifies, it shall also assess the percentage established in the CODEC 

Opinion no. 001/2007, in relation to the compensation of the fiscal council members (corresponding to 20% 

(twenty percent) of the monthly compensation of the Company's Executive Officers) and of management 

members (corresponding to 30% (thirty percent) of the monthly compensation of the Company's Executive 

Officers), remaining the other conditions related to the receipt of the respective compensations, as the current 

CODEC guidelines.  The Executive Officers will be entitled to the eventual premium, as provided for in CODEC 

Opinion no. 150/2005. Finally, it proposes the determination of the annual bonus, “pro-rat temporis”, paid in 

the month of December, under article 4 of the CODEC Resolution no. 01/91, to the members of the Executive 

Office and the Board of Directors. 

 

13.1 - Description of the compensation policy or practice of the Councils, Executive Office and Committees 

a. purposes of the compensation policy or practice  

 
The compensation policy of the Company's council members and Executive Officers aims to answer to the 

progress of the concept of good governance that brought the need of active and propositive participation in 

relation to the company's businesses and an increased involvement in the making, evaluation and approval 

of the business strategies. 

On the basis of CODEC Opinion No. 003/2013 and the Circular Letter no. 001/GS-CODEC, from January 31, 
2014, the Controlling Shareholder suggests the update of the administrators' compensation of the 
companies controlled by the State, based on article 5, II, of the State Decree no. 55.870/2010, to the 
individual monthly amount of R$ 20,590.00 (twenty thousand five hundred and ninety Reais). 
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Such amount, determined in AGOE (Ordinary and Extraordinary Shareholders' General Meeting) held on April 
26, 2016, also will serve as the basis for the compensation of members of the Board of Directors and the 
Fiscal Council, corresponding to 30% (thirty percent) and 20% (twenty percent), respectively, of the 
compensation of the Executive Officers, as well as for the eventual premium established in the CODEC 
Opinion no. 057/2003, assigned only to the members of the Executive Office. 
 
 

b. composition of the compensation, indicating: 

 

i. description of the compensation elements and the purposes of each one of them. 

Fixed compensation (Executive Office, Board of Directors and Fiscal Council): 

Monthly Remuneration - Value proposed by CODEC, and determined by means of shareholders' meeting, 

monthly paid. 

 

Bonus (Executive Office):  

It is granted as a premium to the Administrators of the companies in which the State is the controlling 

shareholder, since the company effectively records profit quarterly, biannually and yearly and it distributes 

shares to the shareholders, despite under the form of interest on equity.  

The annual amount of the bonus shall not exceed to six times the monthly compensation, or to 10% of the 

total amount of the shares or interest on equity paid by the company, whichever is lower.   

From 2013, the Board of Directors has not received bonus due to the Decree 58.265 from August 02, 2012 

that determines, in its second paragraph, that the Board of Directors' members from the companies 

controlled by the State will not be entitled to compensation based on results, eventual premium or profit 

sharing in the company. 
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Annual Bonus (Executive Office, Board of Directors): 

Payment of bonus equivalent to a monthly remuneration, calculated “pro rata temporis”, on December of 

each year, in accordance with CODEC Resolution No. 01/1991, to the members of the Executive Office and 

the Board of Directors. 

The purpose of the annual bonus is to establish a similarity with the Christmas bonus of the labor regime of 

the Company's employees, since the relationship between the Company and the members of the Board of 

Directors and the Statutory Executive Office is of statutory nature. 

 

Benefits (Executive Office): 

Food/meal allowance and health insurance, annual leave, with characteristic of remunerated license of 30 

calendar days, increased of bonus corresponding to one third of the compensation. Purpose of the granting 

of benefits is to extend, in a similar way, to the Statutory Executive Office the benefits granted to the 

Company's employees. 

 

PRR - Profit Sharing Program 

For many years, CESP has been adppting practices that aim to reward the productivity and the commitment 

of its employees in the achieving of results, which improve the global performance of the Company. 

Throughout the years, the use of the Profit Sharing concept was evolving and improving in a continuous 

association with the business performance.  

 

CESP established a set of indicators that are used to the measurement and verification of these results which 

translate the real goals that are determined, presented and discussed at the beginning of each year, by the 

Company's managements with the employees. These indicators and the goals are discussed with the 

representative employees' Unions of CESP and they meet the regulatory rules of the governmental bodies. 
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The PRR is applied after the fulfillment of the requirements of the Decree 59.598, from 10/16/2013, which 

describes the implementation of Profit Sharing or Results Programs in the scope of the companies controlled 

by the State and it is received only by the employed Executive Officers. 

 

ii. in relation to the last 3 fiscal years, which is the proportion of each element on the total compensation 

The table below shows the relative contribution of each element in relation to the total compensation. 

Year of 2016 

Elements of the annual compensation Board of Directors Executive Office Fiscal Council 

Wage or compensation  0.79 0.53 0.76 

Direct or indirect benefits  0.00 0.10 0.00 

Bonus 0.00 0.16 0.00 

Others (Charges borne by the company) 0.15 0.16 0.22 

Others (Annual Bonus) 0.06 0.04 0.02 

 

Year of 2015 

Elements of the annual compensation Board of Directors Executive Office Fiscal Council 

Wage or compensation  0.77 0.52 0.77 

Direct or indirect benefits  0.00 0.14 0.00 

Bonus 0.00 0.13 0.00 

Others (Charges borne by the company) 0.17 0.17 0.17 

Others (Annual Bonus) 0.06 0.04 0.06 
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Year of  2014 

Elements of the compensation 
Board of Directors 

Statutory 

Executive Office 
Fiscal Council 

Wage or compensation  0.73 0.52 0.73 

Direct or indirect benefits  0.00 0.10 0.00 

Bonus 0.00 0.20 0.00 

PRR 0.00 0.01 0.00 

Others (Annual Bonus) 0.27 0.17 0.27 

 

 

iii. methodology of calculation and readjustment of each one of the compensation elements. 

The Council for the Defense of Capital of the State - CODEC is liable to direct the State's vote in the 

shareholders' meetings, which determine the global amount of the administrators and the Fiscal Council's 

members of the companies controlled by the State. 

It is responsibility of the Company's general meeting to determine the global or individual amount of the 

administrators' compensation, including benefits of any nature and representation allowances. 

The compensation review is deliberated in shareholders' general meeting, which determines the new 

compensation value. The current compensation of the administrators and the Fiscal Council's members was 

determined in shareholders' general meeting held on April 26, 2016, and it was based on the increasing 

responsibility assigned to the administrators and Fiscal Council's members and the corresponding 

professional education required to the performance of such functions, with the increasing use of paradigms 

of private management and corporate governance, and on the other hand, the financial restrictions related 

to the public administration due to legal limitations arising from the cap determined to the Governor of the 

State under paragraph 9, article 37, of the Federal Constitution, introduced by the Amendment 19, from 

1998. 
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The monthly compensation of the board members is equivalent to 30% of the Executive Officers' 

remuneration. The monthly compensation of the Fiscal Council's members corresponds to 20% calculated on 

the remuneration of the Executive Officers updated by the CODEC Opinion No. 003/2013 and the Circular 

Letter no. 001/GS-CODEC, from January 31, 2014. 

 

iv. reasons that justify the compensation composition. 

The adherence to an appropriate motivacional policy is justified by the professional valuation of the 

executive officers, which translates into the strengthening of the corporate governance of the companies 

under control of the State, stimulating the good personal performance, as well as the alignment with the 

public policies.  

With the progress of the corporate governance concept, the active and propositive participation in relation 

to the social part of the business is required and, thus, the board members' performance implies the 

permanent mobilization to follow the company's activities and to understand the market where it is inserted. 

In parallel, it was consolidated the trend of personal responsibility of the council members due to acts or 

omissions practised in the function performance.  

 

v. existence of members not remunerated by the issuer and the reason for that 

 

It does not have members not remunerated by the issuer. 

c. main indicators of performance considered in the determination of each compensation element. 

 



                                                                                                                                                                                                                                                          

101 
 

Although the Company does not use dedicated indicators, the determination of the compensation elements 

of the administrators considers their professional responsibility, professional expertise and reputation, the 

time devoted to the performance of the functions, and the value of their services in the market. 

 

d. how the compensation is structured to reflect the evolution of the performance indicators. 

As discussed in the item above, specific indicators are not used. The compensation is structured to promote 

the efficient public management oriented to the satisfaction of the public policies and the financial 

expectation of the professional. 

 

e. how the compensation policy or practice lines up to the short, medium and long term interests of the 

issuers. 

The compensation policy lines up to the interests of the Company as far as that it provides the maintenance of 

professionals endowed with expertise, background, motivation, necessary to the performance of the 

management function, impacting the business performance of the Company. 

 

f. existence of compensation supported by direct or indirect subsidiaries, controlled or parent companies. 

 

Not applicable. 

 

g. existence of any compensation or benefit in connection with the occurrence of certain corporate event, 

such as the disposal of the ownership control of the issuer. 

 

There is no compensation or benefit in connection with such event. 
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13.2 - Total compensation of the Board of Directors, Statutory Executive Office and Fiscal Council 

 

(Amounts in R$) 

Total expected compensation to the current Fiscal Year of 2017 - annual amounts 

  

Board of 

Directors 

Executive 

Office  
Fiscal Council Total 

No. of members (total and remunerated) 11.67 4.00 5.00 20.67 

Annual fixed compensation  

Wage or compensation  864,780.00 1,081,629.60 247,080.00 2,193,489.60 

Direct or indirect benefits  
 

 263,042.02 
 

263,042.02 

Participation in committees 
   

0.00 

Others (Charges borne by the company) 242,138.40  399,431.30 72,373.85 713,943.55 

Variable compensation  

Bonus 0.00  398,985.80 0.00 398,985.80 

Results sharing 0.00 20,000.00 0.00 20,000.00 

Participation in meetings 0.00 0.00 0.00 0.00 

Commissions 0.00 0.00 0.00 0.00 

Others (Annual Bonus) 72,065.00  90,135.80 0.00 162,200.80 

Post-employment 0.00 0.00 0.00 0.00 

Elimination of the position 0.00 0.00 0.00 0.00 

Based on shares (options) 0.00 0.00 0.00 0.00 

Total of the compensation  1,178,983.40 2,253,224.52 319,453.85 3,751,661.77 
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(Amounts in R$) 

Total compensation of the Fiscal Year of 2016 - annual amounts 

  

Board of 

Directors 

Statutory 

Executive 

Office 

Fiscal Council  Total 

No. of members 12.17 4.00 5.00 21.17 

Annual fixed compensation  

Wage or compensation  901,842.00 1,295,205.39 247,080.00 2,444,127.39 

Direct or indirect benefits    239,129.11   239,129.11 

Participation in committees       0.00 

Others (Charges borne by the company) 175,015.00 399,431.30 72,373.85 646,820.15 

Variable compensation 

Bonus 0.00 396,411.70 0.00 396,411.70 

Results sharing   16,385.06   16,385.06 

Participation in meetings       0.00 

Commissions       0.00 

Others (Annual Bonus) 67,432.25 106,835.83 6,863.35 181,131.43 

Post-employment       0.00 

Elimination of the position       0.00 

Based on shares       0.00 

Total of the compensation  1,144,289.25 2,453,398.38 326,317.20 3,924,004.83 
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(Amounts in R$) 

Total compensation of the Fiscal Year of 2015 - annual amounts 

  

Board of 

Directors 

Executive 

Office  
Fiscal Council  Total 

No. of members (total and remunerated) 12.92 4.00 4.83 21.75 

Annual fixed compensation  

Wage or compensation  957,435.00 1,267,835.94 238,844.00 2,464,114.94 

Direct or indirect benefits    332,714.45   332,714.45 

Participation in committees       0.00 

Others (Charges borne by the company) 207,444.25 422,385.78 51,749.53 681,579.57 

Variable compensation  

Bonus 0.00 312,009.20 0.00 312,009.20 

Results sharing   8,263.67   8,263.67 

Participation in meetings       0.00 

Commissions       0.00 

Others (Annual Bonus) 79,786.25 102,574.46 19,903.67 202,264.38 

Post-employment       0.00 

Elimination of the position       0.00 

Based on shares (options)       0.00 

Total of the compensation  1,244,665.50 2,445,783.50 310,497.20 4,000,946.21 
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(Amounts in R$) 

Total compensation of the Fiscal Year of 2014 - annual amounts 

 

Board of 

Directors 
Executive Office  Fiscal Council Total 

No. of members (total and remunerated) 9.25 3.33 5.00 17.58 

Annual fixed compensation  

Wage or compensation  685,647.00 1,036,646.32 247,080.00 1,969,373.32 

Direct or indirect benefits  0.00 196,197.86 0.00 196,197.86 

Participation in committees 0.00 0.00 0.00 0.00 

Others (Contribution to the INSS (Social 

Security) of the employer) 
198,858.20 300,658.53 71,660.61 571,177.34 

Variable compensation  

Bonus 0.00 394,774.70 0.00 394,774.70 

Results sharing 0.00 17,384.61 0.00 17,384.61 

Participation in meetings 0.00 0.00 0.00 0.00 

Commissions 0.00 0.00 0.00 0.00 

Others (Annual Bonus) 57,137.25 48,043.33 20,590.00 125,770.58 

Post-employment 0.00 0.00 0.00 0.00 

Elimination of the position 0.00 0.00 0.00 0.00 

Based on shares (options) 0.00 0.00 0.00 0.00 

Total of the compensation  941,642.45 1,993,705.36 339,330.61 3,274,678.41 
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13.3 - Variable compensation of the Board of Directors, Statutory Executive Office and Fiscal Council 

 

(Amounts in R$) 

Expected variable compensation to the current fiscal year of 2017 - annual amounts 

  
Board of 

Directors 

Executive 

Office  

Fiscal 

Council  
Total 

No. of members 11.67 4.00 5.00 20.67 

 Bonus  0.00 370,620.00 N/A  370,620.00 

 Expected minimum amount in the 

compensation plan  
0.00 0.00  N/A  0.00 

 Expected maximum amount in the 

compensation plan  
0.00 370,620.00  N/A  370,620.00 

 Expected amount in the compensation plan, if 

the goals are reached  
     N/A  0.00 

 Effectively recognized amount  0.00 370,620.00  N/A  370,620.00 

 Results sharing  

 Expected minimum amount in the compensation 

plan  
      

                           

-    

 Expected maximum amount in the compensation 

plan  
0.00 0.00  N/A  0.00 

 Expected amount in the compensation plan, if the 

goals are reached  
  20,000.00     
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(Amounts in R$) 

Variable compensation - fiscal year of 2016 

  
Board of 

Directors 

Statutory 

Executive 

Office 

Fiscal 

Council  
Total 

No. of members 12.17 4.00 5.00 21.17 

 Bonus  0.00 396,411.70 0.00 396,411.70 

 Expected minimum amount in the 

compensation plan  
0.00 0.00 0.00 0.00 

 Expected maximum amount in the 

compensation plan  
0.00 0.00 0.00 0.00 

 Expected amount in the compensation 

plan, if the goals are reached  
      0.00 

 Effectively recognized amount in the fiscal 

year  
0.00 396,411.70 0.00 396,411.70 

 Results sharing  

 Expected minimum amount in the 

compensation plan  

                           

-    
    

                           

-    

 Expected maximum amount in the 

compensation plan  
0.00 0.00 0.00 0.00 

 Expected amount in the compensation 

plan, if the goals are reached  
      

                           

-    

 Effectively recognized amount in the fiscal 

year  
0.00 16,385.06 0.00 16,385.06 
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(Amounts in R$) 

Variable compensation - fiscal year of 2015 

  
Board of 

Directors 

Executive 

Office  

Fiscal 

Council  
Total 

No. of members (total and remunerated) 12.92 4.00 4.83 21.75 

 Bonus  0.00 312,009.20 0.00 312,009.20 

 Expected minimum amount in the 

compensation plan  
0.00 0.00 0.00 0.00 

 Expected maximum amount in the 

compensation plan  
0.00 0.00 0.00 0.00 

 Expected amount in the compensation plan, if 

the goals are reached  
      0.00 

 Effectively recognized amount in the fiscal year  0.00 312,009.20 0.00 312,009.20 

 Results sharing  

 Expected minimum amount in the 

compensation plan  

                           

-    
    

                           

-    

 Expected maximum amount in the 

compensation plan  
0.00 0.00 0.00 0.00 

 Expected amount in the compensation plan, if 

the goals are reached  
      

                           

-    

 Effectively recognized amount in the fiscal year  0.00 8,263.67 0.00 8,263.67 
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(Amounts in R$) 

Variable compensation - fiscal year of 2014 

  
Board of 

Directors 

Executive 

Office  
Fiscal Council  Total 

No. of members (total and remunerated) 9.25 3.33 5.00 17.58 

 Bonus  0.00 394,774.70  N/A  394,774.70 

 Expected minimum amount in the 

compensation plan  
0.00 0.00  N/A  0.00 

 Expected maximum amount in the 

compensation plan  
0.00 0.00  N/A  0.00 

 Expected amount in the compensation plan, 

if the goals are reached    
  0.00 

 Effectively recognized amount in the fiscal 

year  
0.00 394,774.70  N/A  394,774.70 

 Results sharing  

 Expected minimum amount in the 

compensation plan  
                           -        

                           

-    

 Expected maximum amount in the 

compensation plan  
0.00 0.00  N/A  0.00 

 Expected amount in the compensation plan, 

if the goals are reached  
      

                           

-    

 Effectively recognized amount in the fiscal 

year  
0.00 17,384.61 0.00 17,384.61 

 

13.4 - Compensation plan based on shares of the Board of Directors and Statutory Executive Office 

It does not have compensation based on shares. 

 

13.5 - Compensation based on shares in the last fiscal years of the Board of Directors and Statutory Executive 

Office 

It does not have compensation based on shares. 
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13.6 In relation to the share options available for the Board of Directors and Statutory Executive Office at the 

end of the last fiscal year, elaborating a table with the following contents: 

It does not have compensation based on share options. 

 

13.7 In relation to the options performed and the shares delivered related to the compensation based on 

shares for the Board of Directors and Statutory Executive Office, in the last 3 fiscal years, elaborating a table 

with the following contents 

It does not have compensation based on share options. 

 

13.8 Brief description of information required to understand the data disclosed in items 13.5 to 13.7, just like 

the explanation of the pricing method of the shares and options amounts, 

There was not information in items 13.5 to 13.7.  
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13.9 - Shares, quotas and other convertible securities sharing, held by management and council members - per 

agency 

The shares described below, pertaining to the management, were acquired with their own resources. 

Shareholding position  12/31/2015 

Board of Directors 

Securities/Derivatives 

Characteristics of the 

Bonds Amount 

Share Common Share (ON) 0 

Share 

Class A Nominative 

Preferred (PNA) 0 

Share 

Class B Nominative 

Preferred (PNB) 0 

Subtotal 0 

 

 

 

Shareholding position  Shareholding position  

Statutory Executive Office 

Securities/Derivatives 

Characteristics of the 

Bonds Amount 

Share Common Share (ON) 88 

Share 

Class A Nominative 

Preferred (PNA) 0 

Share 

Class B Nominative 

Preferred (PNB) 400 

Subtotal 488 
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Shareholding position  12/31/2015 

Fiscal Council 

Securities/Derivatives 

Characteristics of the 

Bonds Amount 

Share Common Share (ON) 0 

Share 

Class A Nominative 

Preferred (PNA) 0 

Share 

Class B Nominative 

Preferred (PNB) 0 

Subtotal 0 

Total 488 

 

13.10 - Information on pension plans granted to the Board of Directors members and the statutory executive 

officers 

 

(Amounts in R$) 

  

Board of 

Directors 

Statutory 

Executive 

Office 

 No. of members - total  12.17 4 

No. of members - remunerated 0 1 

 Name of the plan  
 

PSAP/CESP B1 

 Number of administrators with the specific conditions to retire  0.00 0.00 

 Conditions to retire in advance  0.00 1 

 Updated accrued amount of the aggregate contributions until the end of the 

last fiscal year, deducted the installment related to the contributions directly 

made by the administrators.  

0.00 1,645,127 

 Total accrued amount of the contributions made during the last fiscal year, 

deducted the installment related to the contributions directly made by the 

administrators.  

0.00 23,537.27 

 Possibility of early redemption and conditions  
 

Yes* 

*The participant can anticipatedly redeem the corresponding amount to their contributions in the event of 

quitting the company.  
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13.11 - Maximum, minimum and average individual compensations of the Board of Directors, Statutory 

Executive Office and Fiscal Council 

 

Fiscal Year of 2016 - annual amounts 

  
Statutory Executive 

Office 
Board of Directors Fiscal Council  

No. of members 4.00 12.17 5.00 

 Amount of the highest compensation (Reais)  960,315.65 93,763.69 65,263.44 

 Amount of the lower compensation (Reais)  453,693.42 93,763.69 65,263.44 

 Average amount of the compensation (Reais)  613,349.60 93,763.69 65,263.44 

 

 

Fiscal Year of 2015 - annual amounts 

  
Statutory Executive 

Office 
Board of Directors Fiscal Council  

No. of members (total and remunerated) 4.00 12.92 4.83 

 Amount of the highest compensation (Reais)  894,092.04 96,361.20 64,240.80 

 Amount of the lower compensation (Reais)  472,985.37 96,361.20 64,240.80 

 Average amount of the compensation (Reais)  611,445.88 96,361.20 64,240.80 
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Fiscal Year of 2014 - annual amounts 

  
Statutory Executive 

Office 
Board of Directors Fiscal Council  

No. of members (total and remunerated) 3.33 9.25 5.00 

Amount of the highest compensation 

(Reais) 
647,163.71 101,798.18 67,866.12 

Amount of the lower compensation (Reais) 504,672.64 101,798.18 67,866.12 

Average amount of the compensation 

(Reais) 
598,111.61 101,798.18 67,866.12 

 

13.12 - Mechanisms of compensation or indemnification to the administrators in the event of destitution of the 

position or retirement 

It does not have any benefit for people in such positions.  

 

13.13 - Percentage on the total compensation withheld by administrators and members of the Fiscal Council, 

who are parties related to the controlling shareholders 

 

Percentage amounts from the total compensation of the administrators and Fiscal Council members of the 

company, who are parties related to the controlling shareholder, as provided for in CPC 05 (R1). 

Percentage of the Compensation  

  2016 2015 2014 

Board of Directors  70.0% 85.0% 

Statutory Executive Office  20.0% 25.0% 

Fiscal Council  60.0% 80.0% 
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13.14 - Compensation of administrators and the Fiscal Council members, grouped per agency, received for 

whatever reason other than their position  

 

It did not have compensation to any members out of their position in the company.  

 

13.15 - Compensation of management and Fiscal Council members recognized in the result of  

direct or indirect controlling shareholders of companies under joint control and companies controlled by the 

issuer 

It does not have compensation of administrators and Fiscal Council members recognized in the result of direct or 

indirect controlling shareholders of companies under joint control and companies controlled by the issuer.  

 

13.16 - Other material information 

 

It does not have other information considered as material. 

 

 

VI – AMENDMENT TO THE ARTICLES OF INCORPORATION  
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Articles of Incorporation in Force 

 

 

ARTICLES OF INCORPORATION 

 

CHAPTER I 

NAME, DURATION, HEADQUARTERS AND PURPOSE 

 

 

ARTICLE 1 - The joint stock company named CESP - 

Companhia Energética de São Paulo - 

is an integral part of the indirect 

administration of the State of São 

Proposed Amendment 

 

 

ARTICLES OF INCORPORATION 

 

CHAPTER I 

NAME, DURATION, HEADQUARTERS AND PURPOSE 

 

 

ARTICLE 1 - The joint stock company named CESP - 

Companhia Energética de São Paulo - 

is an integral part of the indirect 

administration of the State of São 

Rationale  

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

117 

 

Paulo, governed by these articles of 

incorporation, under Federal Law no. 

6.404/76 and other applicable legal 

provisions. 

 

Paragraph one – The term of the company is 

indeterminate. 

 

Paragraph two – The company is headquartered in 

the Capital of the State of São Paulo. 

 

Paragraph three – To the extent that it is necessary 

to achieve the corporate 

purpose and observing its 

Paulo, governed by these articles of 

incorporation, under Federal Law no. 

6.404/76 and other applicable legal 

provisions. 

 

Paragraph one – The term of the company is 

indeterminate. 

 

Paragraph two – The company is headquartered in 

the Capital of the State of São Paulo. 

 

Paragraph three – To the extent that it is necessary 

to achieve the corporate 

purpose and observing its 
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area of activity, the company 

may open, install, maintain, 

transfer or terminate 

branches, facilities, agencies, 

offices, representations or 

even appoint representatives, 

respecting the legal and 

regulatory provisions. 

 

ARTICLE 2 – The company’s purpose is the: 

 

I study, planning, design, construction and 

operation of systems of production, 

transformation, transportation and storage, 

area of activity, the company 

may open, install, maintain, 

transfer or terminate 

branches, facilities, agencies, 

offices, representations or 

even appoint representatives, 

respecting the legal and 

regulatory provisions. 

 

ARTICLE 2 – The company’s purpose is the: 

 

I study, planning, design, construction and 

operation of systems of production, 

transformation, transportation and storage, 
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distribution and trade of energy, mainly 

electric, resulting from the use of rivers and 

other sources, especially renewable sources; 

 

II study, planning, design, construction and 

operation of accumulation dams and other 

enterprises, intended for the multiple use of 

water; 

 

III participation in undertakings for the purpose 

of industry and trade in energy, mainly 

electric, as well as the provision of services 

that, directly or indirectly, relate to this 

object; 

distribution and trade of energy, mainly 

electric, resulting from the use of rivers and 

other sources, especially renewable sources; 

 

II study, planning, design, construction and 

operation of accumulation dams and other 

enterprises, intended for the multiple use of 

water; 

 

III participation in undertakings for the purpose 

of industry and trade in energy, mainly 

electric, as well as the provision of services 

that, directly or indirectly, relate to this 

object; 
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IV study, design, execution of plans and 

programs of research and development of 

novel energy sources, mainly renewable 

sources, directly or in cooperation with other 

entities; 

 

V study, elaboration, execution of economic 

development plans and programs in areas of 

interest to the company, either directly or in 

collaboration with other state or private 

bodies, as well as the provision of information 

and aid for the assistance of the private or 

state initiative, aimed at the implementation 

 

IV study, design, execution of plans and 

programs of research and development of 

novel energy sources, mainly renewable 

sources, directly or in cooperation with other 

entities; 

 

V study, elaboration, execution of economic 

development plans and programs in areas of 

interest to the company, either directly or in 

collaboration with other state or private 

bodies, as well as the provision of information 

and aid for the assistance of the private or 

state initiative, aimed at the implementation 
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of economic, cultural, social and welfare 

activities in those regions, for the fulfillment 

of their social function for the benefit of the 

community 

 

VI study, design, execution of forestation and 

reforestation of trees, marketing and 

industrialization of trees, timber and by-

products resulting from these activities 

 

VII research, mining, exploitation and use of 

mineral resources, mainly energy; and 

 

VIII participation in other companies, as partner, 

of economic, cultural, social and welfare 

activities in those regions, for the fulfillment 

of their social function for the benefit of the 

community 

 

VI study, design, execution of forestation and 

reforestation of trees, marketing and 

industrialization of trees, timber and by-

products resulting from these activities 

 

VII research, mining, exploitation and use of 

mineral resources, mainly energy; and 

 

VIII participation in other companies, as partner, 

 

 

 

 

 

Change to the 

composition of the 

Share Capital arising 

from the process of 

conversion of shares 

as disclosed in the 

Notice to 

Shareholders dated 

May 19, 2016. 
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shareholder or quota holder. 

CHAPTER II 

SHARE CAPITAL AND SHARES 

 

ARTICLE 3 - The share capital amounts to R$ 

5,975,433,454.43 (five billion, nine hundred and 

seventy-five million, four hundred and thirty-three 

thousand, four hundred and fifty-four reais and forty-

three cents), divided in 327,502,673 (three hundred 

and twenty-seven million, five hundred and two 

thousand, six hundred and seventy three) shares, of 

which 109,167,751 (one hundred and nine million, 

one hundred and sixty-seven thousand, seven 

hundred and fifty-one) are single class common 

shareholder or quota holder. 

CHAPTER II 

SHARE CAPITAL AND SHARES 

 

ARTICLE 3 - The share capital amounts to R$ 

5,975,433,454.43 (five billion, nine hundred and 

seventy-five million, four hundred and thirty-three 

thousand, four hundred and fifty-four reais and forty-

three cents), divided in 327,502,673 (three hundred 

and twenty-seven million, five hundred and two 

thousand, six hundred and seventy three) shares, of 

which 109,167,751 (one hundred and nine million, 

one hundred and sixty-seven thousand, seven 

hundred and fifty-one) are single class common 
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shares and 7,441,008 (seven million, four hundred 

and forty-one thousand and eight) are class A 

preferred shares and 210,893,914 (two hundred and 

ten million, eight hundred and ninety-three 

thousand, nine hundred and fourteen) are class B 

preferred shares, all nominative and with no par 

value. 

Sole paragraph - Regardless of the statutory reform, 

the share capital may be 

increased up to the maximum 

limit of R$ 17,926,300,363.29 

(seventeen billion, nine 

hundred and twenty-six 

million, three hundred 

thousand, three hundred and 

shares and 7,399,122 (seven million, three hundred 

and ninety-nine thousand, one hundred and twenty-

two) class A preferred shares and 210,935,800 (two 

hundred and ten million, nine hundred and thirty-five 

thousand and eight hundred) are class B preferred 

shares, all nominative and with no par value. 

Sole paragraph - Regardless of the statutory reform, 

the share capital may be 

increased up to the maximum 

limit of R$ 17,926,300,363.29 

(seventeen billion, nine 

hundred and twenty-six 

million, three hundred 

thousand, three hundred and 

sixty-three reais and twenty-
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sixty-three reais and twenty-

nine cents), through 

deliberation of the board of 

directors after consulting with 

the fiscal council. 

 

ARTICLE 4 – Each common share shall correspond to 

one vote in the deliberations of the 

general meeting. 

 

Sole paragraph – Preferred shares are not entitled to 

vote, except under the 

provisions of Article 40, but they 

are entitled to the following: 

nine cents), through 

deliberation of the board of 

directors after consulting with 

the fiscal council. 

 

ARTICLE 4 – Each common share shall correspond to 

one vote in the deliberations of the 

general meeting. 

 

Sole paragraph – Preferred shares are not entitled to 

vote, except under the 

provisions of Article 40, but they 

are entitled to the following: 
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I - Class A preferred shares: 

 

a) priority on capital reimbursement, without 

premium in the event of the liquidation of the 

company; 

 

b) annual non-cumulative priority dividend, of 

10% (ten percent), calculated on the value of 

the paid-up share capital represented by class 

A preferred shares, to be equally distributed 

between these shares; 

 

c) right to appoint, together with the class B 

I - Class A preferred shares: 

 

a) priority on capital reimbursement, without 

premium in the event of the liquidation of the 

company; 

 

b) annual non-cumulative priority dividend, of 

10% (ten percent), calculated on the value of 

the paid-up share capital represented by class 

A preferred shares, to be equally distributed 

between these shares; 

 

c) right to appoint, together with the class B 

preferred shares, a member of the fiscal 
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preferred shares, a member of the fiscal 

council and their alternate, chosen by the 

shareholders, in a separate vote; 

 

d) right to participate in capital increases, arising 

from the capitalization of reserves and 

profits, on an equal basis with the common 

shares and class B preferred shares; and 

 

e) shall be irredeemable 

 

II - Class B preferred shares: 

 

council and their alternate, chosen by the 

shareholders, in a separate vote; 

 

d) right to participate in capital increases, arising 

from the capitalization of reserves and 

profits, on an equal basis with the common 

shares and class B preferred shares; and 

 

e) shall be irredeemable 

 

II - Class B preferred shares: 

 

a) the right to receive a value per share 
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a) the right to receive a value per share 

corresponding to 100% (one hundred 

percent) of the amount paid per share to the 

selling controlling shareholder in the event of 

the sale of the company’s control; 

 

b) right to participate on equal terms with the 

common shares of the distribution of the 

mandatory dividend attributed to such shares 

pursuant to these articles of incorporation; 

 

c) right to appoint, together with the class A 

preferred shares, a member of the fiscal 

council and their alternate, chosen in a 

corresponding to 100% (one hundred 

percent) of the amount paid per share to the 

selling controlling shareholder in the event of 

the sale of the company’s control; 

 

b) right to participate on equal terms with the 

common shares of the distribution of the 

mandatory dividend attributed to such shares 

pursuant to these articles of incorporation; 

 

c) right to appoint, together with the class A 

preferred shares, a member of the fiscal 

council and their alternate, chosen in a 

separate vote; 
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separate vote; 

 

d) the right to participate in capital increases 

arising from the capitalization of reserves and 

profits, on an equal basis with the common 

shares and class A preferred shares; 

 

e) will not have the right to vote and will not 

acquire this right even in the event of non-

payment of dividends; and 

 

f) shall be irredeemable. 

 

 

d) the right to participate in capital increases 

arising from the capitalization of reserves and 

profits, on an equal basis with the common 

shares and class A preferred shares; 

 

e) will not have the right to vote and will not 

acquire this right even in the event of non-

payment of dividends; and 

 

f) shall be irredeemable. 

 

ARTICLE 5 -  Shareholders, subject to the legal 

provisions and the conditions set 
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ARTICLE 5 -  Shareholders, subject to the legal 

provisions and the conditions set 

forth below, may convert (i) class A 

preferred shares into common 

shares and into class B preferred 

shares of the company and (ii) 

common shares into class A 

preferred shares and into class B 

preferred shares of the company, in 

both cases provided that they are 

paid-up. The class B preferred 

shares of the company are 

inconvertible. 

 

Paragraph 1 - In the event of the conversion (i) of 

forth below, may convert (i) class A 

preferred shares into common 

shares and into class B preferred 

shares of the company and (ii) 

common shares into class A 

preferred shares and into class B 

preferred shares of the company, in 

both cases provided that they are 

paid-up. The class B preferred 

shares of the company are 

inconvertible. 

 

Paragraph 1 - In the event of the conversion (i) of 

class A preferred shares into 

common shares and (ii) common 
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class A preferred shares into 

common shares and (ii) common 

shares into class A preferred shares: 

 

I the conversions will be made at times to be 

determined by the board of directors, in 

periods of not less than 15 (fifteen) 

consecutive days; 

 

II the shareholders must, in order to use the 

benefit, have enjoyed all the rights related to 

the shares held and present, at the time of 

conversion, their identity cards;  

 

shares into class A preferred shares: 

 

I the conversions will be made at times to be 

determined by the board of directors, in 

periods of not less than 15 (fifteen) 

consecutive days; 

 

II the shareholders must, in order to use the 

benefit, have enjoyed all the rights related to 

the shares held and present, at the time of 

conversion, their identity cards;  

 

III in each cash conversion period, the 

shareholder may request the conversion of 
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III in each cash conversion period, the 

shareholder may request the conversion of 

up to 3% (three percent) of the share capital 

and the amount of the requests formulated 

may not exceed 5% (five percent) of the share 

capital. 

 

Paragraph 2 - In the event of the conversion (i) of 

class A preferred shares into class B 

preferred shares, and (ii) of 

common shares into class B 

preferred shares, the conversion 

will take place in the proportion of 

a share held by a new converted 

share, observing the limit of 2/3 

up to 3% (three percent) of the share capital 

and the amount of the requests formulated 

may not exceed 5% (five percent) of the share 

capital. 

 

Paragraph 2 - In the event of the conversion (i) of 

class A preferred shares into class B 

preferred shares, and (ii) of 

common shares into class B 

preferred shares, the conversion 

will take place in the proportion of 

a share held by a new converted 

share, observing the limit of 2/3 

(two thirds) of the total shares 

issued for preferred shares without 
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(two thirds) of the total shares 

issued for preferred shares without 

voting or with restricted voting. 

 

Paragraph 3 -  It shall be incumbent upon the 

board of directors of the company 

to establish the terms, deadlines 

and conditions for the exercise of 

the conversion rights provided for 

in this article, being able to enforce 

all the acts necessary for its 

implementation. 

 

Paragraph 4 -  The company may authorize the 

voting or with restricted voting. 

 

Paragraph 3 -  It shall be incumbent upon the 

board of directors of the company 

to establish the terms, deadlines 

and conditions for the exercise of 

the conversion rights provided for 

in this article, being able to enforce 

all the acts necessary for its 

implementation. 

 

Paragraph 4 -  The company may authorize the 

depositary institution responsible 

for recording the book-entry shares 
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depositary institution responsible 

for recording the book-entry shares 

to be collected from the 

shareholder, observing the limits 

imposed by the Securities and 

Exchange Commission – CVM, the 

cost of the service of transfer of 

ownership of the book-entry shares 

 

CHAPTER III 

GENERAL MEETING 

 

ARTICLE 6 - The general meeting will be called, 

installed and will deliberate according 

to be collected from the 

shareholder, observing the limits 

imposed by the Securities and 

Exchange Commission – CVM, the 

cost of the service of transfer of 

ownership of the book-entry shares 

 

CHAPTER III 

GENERAL MEETING 

 

ARTICLE 6 - The general meeting will be called, 

installed and will deliberate according 

to the law, on all matters of interest to 

the company. 
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to the law, on all matters of interest to 

the company. 

 

Paragraph one -  The general meeting may also 

be called by the chairman of 

the board of directors, or by 

the majority of the board 

members. 

 

Paragraph two – The general meeting shall 

preferably be chaired by the 

chairman of the board of 

directors or, if absent, by any 

other board member present; 

 

Paragraph one -  The general meeting may also 

be called by the chairman of 

the board of directors, or by 

the majority of the board 

members. 

 

Paragraph two – The general meeting shall 

preferably be chaired by the 

chairman of the board of 

directors or, if absent, by any 

other board member present; 

the chairman of the board of 

directors is entitled to 
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the chairman of the board of 

directors is entitled to 

appoint the member who 

shall replace him in the 

presidency of the general 

meeting. 

 

Paragraph three -  The chairman of the general 

meeting shall elect, among 

those present, one or more 

secretaries, with the 

possibility of using their own 

advisory services in the 

company. 

appoint the member who 

shall replace him in the 

presidency of the general 

meeting. 

 

Paragraph three -  The chairman of the general 

meeting shall elect, among 

those present, one or more 

secretaries, with the 

possibility of using their own 

advisory services in the 

company. 

 

Paragraph four  – The minutes of the general 
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Paragraph four  – The minutes of the general 

meeting shall be drawn up in 

the form of a summary, as 

provided for in article 130, 

Paragraph 1, of Law no. 

6.404/76. 

 

 

CHAPTER IV 

COMPANY ADMINISTRATION 

 

General Provisions 

meeting shall be drawn up in 

the form of a summary, as 

provided for in article 130, 

Paragraph1, of Law no. 

6.404/76. 

 

 

CHAPTER IV 

COMPANY ADMINISTRATION 

 

General Provisions 

 

ARTICLE 7 - The company will be managed by the 
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ARTICLE 7 - The company will be managed by the 

board of directors and the executive office. 

 

CHAPTER V 

BOARD OF DIRECTORS 

 

ARTICLE 8 - The board of directors is a collegiate 

deliberation body responsible for the 

higher-level management of the 

company. 

 

Composition, investiture and mandate 

board of directors and the executive office. 

 

CHAPTER V 

BOARD OF DIRECTORS 

 

ARTICLE 8 - The board of directors is a collegiate 

deliberation body responsible for the 

higher-level management of the 

company. 

 

Composition, investiture and mandate 

 

ARTICLE 9 - The board of directors shall consist of at 
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ARTICLE 9 - The board of directors shall consist of at 

least 3 (three) and at most 15 

members, elected by the general 

meeting, all with a unified term of 

office of two (2) years from the date of 

the election, reelection being allowed. 

 

Paragraph one  –  The company’s chief 

executive officer will be 

part of the board of 

directors, through the 

election of the general 

meeting. 

least 3 (three) and at most 15 

members, elected by the general 

meeting, all with a unified term of 

office of two (2) years from the date of 

the election, reelection being allowed. 

 

Paragraph one  –  The company’s chief 

executive officer will be 

part of the board of 

directors, through the 

election of the general 

meeting. 

 

Paragraph two  –  It will be up to the 
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Paragraph two  –  It will be up to the 

general meeting that has 

elected the board of 

directors to determine 

the total number of 

positions to be filled, 

within the maximum limit 

provided for in these 

articles of incorporation, 

and appoint its president, 

and the choice cannot be 

made for the chief 

executive officer of the 

company who is also 

general meeting that has 

elected the board of 

directors to determine 

the total number of 

positions to be filled, 

within the maximum limit 

provided for in these 

articles of incorporation, 

and appoint its president, 

and the choice cannot be 

made for the chief 

executive officer of the 

company who is also 

elected as a member. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
. 
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elected as a member. 

 

Paragraph three  –  The board of directors 

shall consist of at least 

20% (twenty percent) of 

independent members, 

who shall comply with 

the requirements in 

Paragraph 4 of this 

article, and they must be 

expressly declared as 

such in the general 

meeting that elects them.  

 

Paragraph three  –  The board of directors 

shall consist of at least 

20% (twenty percent) of 

independent members, 

who shall comply with 

the requirements in 

Paragraph 4 of this 

article, and they must be 

expressly declared as 

such in the general 

meeting that elects them.  

 

Paragraph four  –  The independent 

members shall comply 

with the following 
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Paragraph four  –  The independent 

members shall comply 

with the following 

requirements: (i) not 

have any link with the 

company, except capital 

participation and the 

condition of user of 

public services; (ii) not be 

a controlling shareholder, 

spouse or relative up to 

the second degree of a 

controlling shareholder, 

not be or not having 

been, in the last 3 (three) 

requirements: (i) not 

have any link with the 

company, except capital 

participation and the 

condition of user of 

public services; (ii) not be 

a controlling shareholder, 

spouse or relative up to 

the second degree of a 

controlling shareholder, 

not be or not having 

been, in the last 3 (three) 

years, related to a 

company or entity 

related to the controlling 
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years, related to a 

company or entity 

related to the controlling 

shareholder (excluding 

from this restriction 

persons linked to public 

educational and/or 

research institutions); (iii) 

not having been, in the 

last 3 (three) years, an 

employee or director of 

the company, the 

controlling shareholder 

or company controlled by 

the company; (iv) not be 

shareholder (excluding 

from this restriction 

persons linked to public 

educational and/or 

research institutions); (iii) 

not having been, in the 

last 3 (three) years, an 

employee or director of 

the company, the 

controlling shareholder 

or company controlled by 

the company; (iv) not be 

a supplier or buyer, direct 

or indirect, of services 

and/or products of the 
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a supplier or buyer, direct 

or indirect, of services 

and/or products of the 

company, in magnitude 

that implies loss of 

independence; (v) not be 

an employee or 

administrator of a 

company or entity that is 

offering or requiring 

services and/or products 

to the company; (vi) not 

be a spouse or relative up 

to the second degree of 

any company 

company, in magnitude 

that implies loss of 

independence; (v) not be 

an employee or 

administrator of a 

company or entity that is 

offering or requiring 

services and/or products 

to the company; (vi) not 

be a spouse or relative up 

to the second degree of 

any company 

administrator; and (vii) 

not receive any other 

remuneration from the 
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administrator; and (vii) 

not receive any other 

remuneration from the 

company other than the 

one entitled as a member 

(with the exception of 

cash proceeds from 

participation in capital). 

 

Paragraph five  -  When, as a result of 

compliance with the 

percentage referred to in 

Paragraph 3 of this Article 

9, the number of 

members is fractional, it 

company other than the 

one entitled as a member 

(with the exception of 

cash proceeds from 

participation in capital). 

 

Paragraph five  -  When, as a result of 

compliance with the 

percentage referred to in 

Paragraph 3 of this Article 

9, the number of 

members is fractional, it 

shall be rounded up to 

the next integer: (i) 

immediately superior, 
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shall be rounded up to 

the next integer: (i) 

immediately superior, 

when the fraction is 

equal to or greater than 

0.5 (five tenths); or (ii) 

immediately inferior, 

when the fraction is less 

than 0.5 (five tenths). 

 

ARTICLE 10 -  The participation of an employee 

representative on the board of 

directors is ensured, with a term of 

office equivalent to that of the 

other members. 

when the fraction is 

equal to or greater than 

0.5 (five tenths); or (ii) 

immediately inferior, 

when the fraction is less 

than 0.5 (five tenths). 

 

ARTICLE 10 -  The participation of an employee 

representative on the board of 

directors is ensured, with a term of 

office equivalent to that of the 

other members. 

 

Paragraph one –  The employee 
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Paragraph one –  The employee 

representative member will 

be chosen by the 

employees’ vote, in a direct 

election, and is allowed to 

reapply for non-successive 

periods. 

 

Paragraph two -  The internal rules of the 

board of directors may 

establish eligibility 

requirements and other 

conditions for the exercise 

representative member will 

be chosen by the 

employees’ vote, in a direct 

election, and is allowed to 

reapply for non-successive 

periods. 

 

Paragraph two -  The internal rules of the 

board of directors may 

establish eligibility 

requirements and other 

conditions for the exercise 

of the position of the 

employee representative. 
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of the position of the 

employee representative. 

 

ARTICLE 11 -  The investiture in the position at the 

board of directors is conditioned to 

the conclusion of a Statement of 

Commitment to the State, through 

the Council for Defense of the State 

Capitals – CODEC. 

 

Sole paragraph  -  The provisions of this article do 

not apply to the employee 

representative member, nor to 

one who has been elected by 

 

ARTICLE 11 -  The investiture in the position at the 

board of directors is conditioned to 

the conclusion of a Statement of 

Commitment to the State, through 

the Council for Defense of the State 

Capitals – CODEC. 

 

Sole paragraph  -  The provisions of this article do 

not apply to the employee 

representative member, nor to 

one who has been elected by 

minority shareholders nor to 

one who, despite being elected 
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minority shareholders nor to 

one who, despite being elected 

by the State, is considered 

independent under the terms 

of these articles of 

incorporation or of the specific 

legislation. 

 

ARTICLE 12 -  The board member who receives free 

of charge from the State, on a 

fiduciary basis, any share issued by 

the company to meet the 

requirements of article 146 of Law 

no. 6.404/76, is prevented from 

selling or encumbering it to third 

by the State, is considered 

independent under the terms 

of these articles of 

incorporation or of the specific 

legislation. 

 

ARTICLE 12 -  The board member who receives free 

of charge from the State, on a 

fiduciary basis, any share issued by 

the company to meet the 

requirements of article 146 of Law 

no. 6.404/76, is prevented from 

selling or encumbering it to third 

parties, and must return it 

immediately after leaving office, 
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parties, and must return it 

immediately after leaving office, 

under penalty of misappropriation. 

Vacancy and Substitution 

 

ARTICLE 13 -  In the event of the vacancy of any 

position of board member before the 

end of the term of office, the general 

meeting will be called to elect the 

substitute, who will finish the term of 

office. 

 

Operation 

 

under penalty of misappropriation. 

Vacancy and Substitution 

 

ARTICLE 13 -  In the event of the vacancy of any 

position of board member before the 

end of the term of office, the general 

meeting will be called to elect the 

substitute, who will finish the term of 

office. 

 

Operation 

 

ARTICLE 14  -  The board of directors shall meet 

ordinarily once a month and, 
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ARTICLE 14  -  The board of directors shall meet 

ordinarily once a month and, 

extraordinarily, whenever necessary 

for the interests of the company. 

 

Paragraph one  -  Meetings of the board of 

directors shall be convened 

by its chairman, or by the 

majority of the acting 

directors, by sending written 

or electronic 

correspondence to all 

counselors and also to the 

State, through the Council 

for Defense of the State 

extraordinarily, whenever necessary 

for the interests of the company. 

 

Paragraph one  -  Meetings of the board of 

directors shall be convened 

by its chairman, or by the 

majority of the acting 

directors, by sending written 

or electronic 

correspondence to all 

counselors and also to the 

State, through the Council 

for Defense of the State 

Capitals - CODEC, with a 

minimum notice of 10 (ten) 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

151 

 

Capitals - CODEC, with a 

minimum notice of 10 (ten) 

days and the mention of the 

subjects to be addressed. 

 

Paragraph two – The chairman of the board of 

directors shall ensure that 

the members receive 

individually, well in advance 

of the date of the meeting, 

the documentation 

containing the necessary 

information to allow the 

discussion and deliberation 

of the agenda, including, as 

days and the mention of the 

subjects to be addressed. 

 

Paragraph two – The chairman of the board of 

directors shall ensure that 

the members receive 

individually, well in advance 

of the date of the meeting, 

the documentation 

containing the necessary 

information to allow the 

discussion and deliberation 

of the agenda, including, as 

the case may be, the 

proposal of the board of 
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the case may be, the 

proposal of the board of 

directors and manifestations 

of a technical and legal 

natures. 

 

Paragraph three  –  Meetings of the board of 

directors shall be convened 

with the presence of the 

majority of its current 

members, with the 

chairman of the board of 

directors at the chair, or in 

their absence, another 

counselor appointed by 

directors and manifestations 

of a technical and legal 

natures. 

 

Paragraph three  –  Meetings of the board of 

directors shall be convened 

with the presence of the 

majority of its current 

members, with the 

chairman of the board of 

directors at the chair, or in 

their absence, another 

counselor appointed by 

them. 
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them. 

 

Paragraph four  – When there is cause for 

urgency, the chairman of 

the board of directors may 

call extraordinary meetings 

at any time, with the option 

of attending by telephone, 

videoconference or other 

suitable means of expressing 

the will of the absent 

member, whose vote shall 

be considered valid for all 

purposes, without the loss 

of the subsequent drawing 

 

Paragraph four  – When there is cause for 

urgency, the chairman of 

the board of directors may 

call extraordinary meetings 

at any time, with the option 

of attending by telephone, 

videoconference or other 

suitable means of expressing 

the will of the absent 

member, whose vote shall 

be considered valid for all 

purposes, without the loss 

of the subsequent drawing 

up and signature of the 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

154 

 

up and signature of the 

respective minutes. 

 

Paragraph five  – The board of directors shall 

deliberate by a majority of 

the votes of those present 

at the meeting, or in the 

event of a tie, the proposal 

that receives the vote of the 

member presiding the 

meeting. 

 

Paragraph six  -  The secretary of the 

meetings of the board of 

respective minutes. 

 

Paragraph five  – The board of directors shall 

deliberate by a majority of 

the votes of those present at 

the meeting, or in the event 

of a tie, the proposal that 

receives the vote of the 

member presiding the 

meeting. 

 

Paragraph six  -  The secretary of the 

meetings of the board of 

directors will be indicated by 
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directors will be indicated by 

the chairman and all the 

deliberations will appear in 

the minutes drawn up and 

registered in the company 

book, and a copy sent to the 

State, through the Council 

for Defense of the State 

Capitals – CODEC, within 5 

(five) days of its approval. 

 

Paragraph seven  –  Whenever it contains 

deliberations intended to 

produce effects before third 

parties, the extract of the 

the chairman and all the 

deliberations will appear in 

the minutes drawn up and 

registered in the company 

book, and a copy sent to the 

State, through the Council of 

Defense for the State 

Capitals – CODEC, within 5 

(five) days of its approval. 

 

Paragraph seven  –  Whenever it contains 

deliberations intended to 

produce effects before third 

parties, the extract of the 

minutes shall be filed in the 
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minutes shall be filed in the 

trade register and 

published. 

Assignments 

 

ARTICLE 15  –  In addition to the assignments 

provided for by law, it is the 

responsibility of the board of 

directors to: 

 

I approve the strategic planning which contains 

the action guidelines, results goals and 

performance evaluation indices; 

II approve annual and multiannual programs, 

trade register and 

published. 

Assignments 

 

ARTICLE 15  –  In addition to the assignments 

provided for by law, it is the 

responsibility of the board of 

directors to: 

 

I approve the strategic planning which contains 

the action guidelines, results goals and 

performance evaluation indices; 

II approve annual and multiannual programs, 

mentioning the respective projects; 
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mentioning the respective projects; 

III approve budgets of expenditures and 

investment, indicating the sources and 

applications of resources; 

IV monitor the execution of plans, programs, 

projects and budgets; 

V define objectives and priorities of public 

policies compatible with the area of activity of 

the company and its corporate purpose; 

VI deliberate on the price or tariff policy of the 

goods and services provided by the company, 

respecting the regulatory framework of the 

respective sector; 

VII authorize the opening, installation and 

III approve budgets of expenditures and 

investment, indicating the sources and 

applications of resources; 

IV monitor the execution of plans, programs, 

projects and budgets; 

V define objectives and priorities of public 

policies compatible with the area of activity of 

the company and its corporate purpose; 

VI deliberate on the price or tariff policy of the 

goods and services provided by the company, 

respecting the regulatory framework of the 

respective sector; 

VII authorize the opening, installation and 

termination of subsidiaries, facilities, 
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termination of subsidiaries, facilities, 

agencies, branches, offices and 

representations; 

VIII deliberate on the increase of the share capital 

within the limit authorized by the articles of 

incorporation, establishing the respective 

conditions of subscription and payment; 

IX set the company’s maximum indebtedness 

limit; 

X resolve on the issue of non-convertible and 

unsecured simple debentures and, in relation 

to the other types of debentures, on the 

terms mentioned in paragraph 1 of article 59 

of Law no. 6.404/76; 

agencies, branches, offices and 

representations; 

VIII deliberate on the increase of the share capital 

within the limit authorized by the articles of 

incorporation, establishing the respective 

conditions of subscription and payment; 

IX set the company’s maximum indebtedness 

limit; 

X resolve on the issue of non-convertible and 

unsecured simple debentures and, in relation 

to the other types of debentures, on the 

terms mentioned in paragraph 1 of article 59 

of Law no. 6.404/76; 

XI resolve on the payment of interest on 
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XI resolve on the payment of interest on 

shareholders’ equity or distribution of 

dividends on account of the result of the 

current year or profit reserve, without 

prejudice to the subsequent ratification of the 

general meeting; 

XII propose to the general meeting the payment 

of interest on shareholders’ equity or the 

distribution of dividends on account of the 

result of the fiscal year ended; 

XIII deliberate on personnel policy, including 

setting the board, job and salary plan, general 

conditions of collective bargaining; opening of 

selective process to fill vacancies and Profit 

Sharing Program; 

shareholders’ equity or distribution of 

dividends on account of the result of the 

current year or profit reserve, without 

prejudice to the subsequent ratification of the 

general meeting; 

XII propose to the general meeting the payment 

of interest on shareholders’ equity or the 

distribution of dividends on account of the 

result of the fiscal year ended; 

XIII deliberate on personnel policy, including 

setting the board, job and salary plan, general 

conditions of collective bargaining; opening of 

selective process to fill vacancies and Profit 

Sharing Program; 
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XIV authorize in advance the execution of any 

legal business involving the acquisition, 

disposal or encumbrance of assets, as well as 

assumption of obligations in general, when, in 

any case, the value of the transaction exceeds 

2% (two percent) of the share capital; 

XV approve the contracting of civil liability 

insurance in favor of the members of the 

statutory bodies, employees, agents and 

mandataries of the company; 

XVI grant licenses to the directors, observing the 

pertinent regulations; 

XVII approve its rules of procedure; 

 

XIV authorize in advance the execution of any 

legal business involving the acquisition, 

disposal or encumbrance of assets, as well as 

assumption of obligations in general, when, in 

any case, the value of the transaction exceeds 

2% (two percent) of the share capital; 

XV approve the contracting of civil liability 

insurance in favor of the members of the 

statutory bodies, employees, agents and 

mandataries of the company; 

XVI grant licenses to the directors, observing the 

pertinent regulations; 

XVII approve its rules of procedure; 
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XVIII express themselves previously on any 

proposal of the executive office or subject to 

be submitted to the general meeting; 

XIX examine any matter within the competence 

of the executive office and issue a binding 

guidance thereon. 

 

CHAPTER VI 

EXECUTIVE OFFICE 

 

Composition and mandate 

 

ARTICLE 16  -  The executive office will be 

XVIII express themselves previously on any 

proposal of the executive office or subject to 

be submitted to the general meeting; 

XIX examine any matter within the competence 

of the executive office and issue a binding 

guidance thereon. 

 

CHAPTER VI 

EXECUTIVE OFFICE 

 

Composition and mandate 

 

ARTICLE 16  -  The executive office will be 
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composed of 5 (five) members, one 

chief executive officer, one chief 

financial officer and investor 

relations officer, one administrative 

director and one director of 

generation, with their assignments 

established by the Rules of 

Procedure, all with a unified 

mandate of 2 (two) years, reelection 

allowed under the law. 

 

Vacancy and Substitution 

 

ARTICLE 17  -  In the absence or temporary 

composed of 4 (four) members, one 

chief executive officer, one chief 

financial officer and investor 

relations officer, one administrative 

director, one director of engineering 

and construction, and one director of 

generation, with their assignments 

established by the Rules of 

Procedure, all with a unified 

mandate of 2 (two) years, reelection 

being allowed. 

 

Vacancy and Substitution 

 

Change to the Executive 
Office’s composition to 
better reflect the 
conditions of its current 
Operations.  
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impediment of any director, the 

chief executive officer shall appoint 

another member of the executive 

office to accumulate the functions. 

 

Sole paragraph  –  In their absence and temporary 

impediments, the chief 

executive officer shall be 

replaced by the director 

appointed by them and, if 

there is no indication, by the 

director responsible for the 

financial area. 

 

ARTICLE 17  -  In the absence or temporary 

impediment of any director, the 

chief executive officer shall appoint 

another member of the executive 

office to accumulate the functions. 

 

Sole paragraph  –  In their absence and temporary 

impediments, the chief 

executive officer shall be 

replaced by the director 

appointed by them and, if 

there is no indication, by the 

director responsible for the 

financial area. 
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Operation 

 

ARTICLE 18  -  The executive office shall meet 

ordinarily at least twice a month 

and, extraordinarily, by summoning 

of the chief executive officer or any 

two other directors. 

 

Paragraph one  –  The meetings of the 

collegiate executive office 

shall be held in the presence 

of at least half of the 

directors in office, being 

approved the matter that 

 

Operation 

 

ARTICLE 18  -  The executive office shall meet 

ordinarily at least twice a month 

and, extraordinarily, by summoning 

of the chief executive officer or any 

two other directors. 

 

Paragraph one  –  The meetings of the 

collegiate executive office 

shall be held in the presence 

of at least half of the 

directors in office, being 
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obtains the agreement of 

the majority of those 

attending; or in the case of a 

tie, the proposal that 

receives the vote of the 

chief executive officer shall 

prevail. 

 

Paragraph two  -  The resolutions of the 

executive office shall be 

recorded in minutes drawn 

up in the company book and 

signed by all those present. 

 

approved the matter that 

obtains the agreement of 

the majority of those 

attending; or in the case of a 

tie, the proposal that 

receives the vote of the 

chief executive officer shall 

prevail. 

 

Paragraph two  -  The resolutions of the 

executive office shall be 

recorded in minutes drawn 

up in the company book and 

signed by all those present. 
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Paragraph three  –  When there is a matter of 

urgency, the chief executive 

officer may call 

extraordinary meetings at 

any time, with the option of 

carrying it out by telephone, 

videoconference or other 

suitable means of expressing 

the will of the absent 

director, whose vote shall 

be considered valid for all 

purposes, without the loss 

of the subsequent drawing 

up and signature of the 

respective minutes. 

 

Paragraph three  –  When there is a matter of 

urgency, the chief executive 

officer may call 

extraordinary meetings at 

any time, with the option of 

carrying it out by telephone, 

videoconference or other 

suitable means of expressing 

the will of the absent 

director, whose vote shall be 

considered valid for all 

purposes, without the loss 

of the subsequent drawing 

up and signature of the 
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Assignments 

 

ARTICLE 19 – In addition to the assignments 

established by law, it is the responsibility of the 

collegiate executive office: 

 

I to prepare and submit for approval by the 

board of directors: 

a) the basis and guidelines for the 

preparation of the strategic plan, as well 

as the annual and multiannual programs; 

b) the strategic plan, as well as the 

respective multiannual plans and annual 

respective minutes. 

 

Assignments 

 

ARTICLE 19 – In addition to the assignments 

established by law, it is the responsibility of the 

collegiate executive office: 

I to prepare and submit for approval by the 

board of directors: 

a) the basis and guidelines for the 

preparation of the strategic plan, as well 

as the annual and multiannual programs; 

b) the strategic plan, as well as the 

respective multiannual plans and annual 
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programs of the company’s expenditures 

and investments with the respective 

projects; 

c) the costing and investment budgets of the 

company, indicating the sources and 

applications of the resources, as well as 

alterations thereto;  

d) the evaluation of the performance result 

of the company’s activities;  

e) quarterly reports of the company 

accompanied by balance sheets and other 

financial statements; 

f) annually, the minutes of the management 

report, accompanied by the balance sheet 

programs of the company’s expenditures 

and investments with the respective 

projects; 

c) the costing and investment budgets of the 

company, indicating the sources and 

applications of the resources, as well as 

alterations thereto;  

d) the evaluation of the performance result 

of the company’s activities;  

e) quarterly reports of the company 

accompanied by balance sheets and other 

financial statements; 

f) annually, the minutes of the management 

report, accompanied by the balance sheet 
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and other financial statements and 

respective explanatory notes, with the 

opinion of the independent auditors and 

the fiscal council and the proposed 

allocation of the result for the year; 

g) the Internal Regulations of the executive 

office and company regulations; 

h) proposal for capital increase and reform 

of articles of incorporation, after hearing 

the fiscal council, as the case may be; 

i) staff policy proposal; 

 

II to approve: 

a) the technical-economic evaluation criteria 

and other financial statements and 

respective explanatory notes, with the 

opinion of the independent auditors and 

the fiscal council and the proposed 

allocation of the result for the year; 

g) the Internal Regulations of the executive 

office and company regulations; 

h) proposal for capital increase and reform 

of articles of incorporation, after hearing 

the fiscal council, as the case may be; 

i) staff policy proposal; 

 

II to approve: 

a) the technical-economic evaluation criteria 
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for the investment projects, with the 

respective plans of delegation of 

responsibility for their execution and 

implementation; 

b) the chart of accounts; 

c) the company’s annual insurance plan; 

d) within the statutory limits, everything 

related to the company’s activities and 

that is not within the exclusive 

competence of the chief executive officer, 

the board of directors or the general 

meeting. 

 

III to authorize, observing limits and the 

for the investment projects, with the 

respective plans of delegation of 

responsibility for their execution and 

implementation; 

b) the chart of accounts; 

c) the company’s annual insurance plan; 

d) within the statutory limits, everything 

related to the company’s activities and 

that is not within the exclusive 

competence of the chief executive officer, 

the board of directors or the general 

meeting. 

 

III to authorize, observing limits and the 
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guidelines established by law and by the 

board of directors: 

a) acts of resignation or judicial or 

extrajudicial transaction, to put an end to 

litigation or pending matters, being able 

to set limits of value for the delegation of 

the practice of these acts; 

b) conclusion of any legal business involving 

the acquisition, disposal or encumbrance 

of assets, as well as assumption of 

obligations in general, when the value of 

the transaction exceeds any of the limits 

below and is less than 2% (two percent) of 

the share capital: 

guidelines established by law and by the 

board of directors: 

a) acts of resignation or judicial or 

extrajudicial transaction, to put an end to 

litigation or pending matters, being able 

to set limits of value for the delegation of 

the practice of these acts; 

b) conclusion of any legal business involving 

the acquisition, disposal or encumbrance 

of assets, as well as assumption of 

obligations in general, when the value of 

the transaction exceeds any of the limits 

below and is less than 2% (two percent) of 

the share capital: 
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- For Real Estate Rental - R$ 120 

thousand; 

-  Immobilization Order - R$ 300 

thousand;  

- Deactivation Order - R$ 200 thousand;  

- Bidding - Price Survey limit value R$ 650 

thousand; 

- Signing of a contract related to the 

agreement and the commercialization 

of the use of CESP’s facilities and 

telecommunication system - R$ 150 

thousand; 

- Settlement on Legal Proceedings - R$ 

400 thousand, and 

- For Real Estate Rental - R$ 120 

thousand; 

-  Immobilization Order - R$ 300 

thousand;  

- Deactivation Order - R$ 200 thousand;  

- Bidding - Price Survey limit value R$ 650 

thousand; 

- Signing of a contract related to the 

agreement and the commercialization 

of the use of CESP’s facilities and 

telecommunication system - R$ 150 

thousand; 

- Settlement on Legal Proceedings - R$ 

400 thousand, and 
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- for sale of real estate, financing with 

national and international entities and 

foreign travel - any amount, subject to 

compulsory submission to the board of 

directors when the value is equal to or 

greater than 2% (two percent) of the 

share capital, pursuant to the terms of 

subsection XIV of article 15 of these 

articles of incorporation. 

 

ARTICLE 20 – It is the chief executive officer’s 

responsibility to: 

 

 

- for sale of real estate, financing with 

national and international entities and 

foreign travel - any amount, subject to 

compulsory submission to the board of 

directors when the value is equal to or 

greater than 2% (two percent) of the 

share capital, pursuant to the terms of 

subsection XIV of article 15 of these 

articles of incorporation. 

 

ARTICLE 20 – It is the chief executive officer’s 

responsibility to: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

174 

 

I supervise all company business; 

II.  answer for the implementation of the policies 

approved by the Board of Directors; 

III. represent the company, actively and 

passively, in court or out of court, and for that 

purpose may constitute a proxy, to receive 

initial citations and notifications, observing 

the provisions of article 21, in these articles of 

incorporation 

IV represent the company in its relations with 

public authorities, private entities and third 

parties in general; 

V convene and preside the meetings of the 

executive office;  

I supervise all company business; 

II.  answer for the implementation of the policies 

approved by the Board of Directors; 

III. represent the company, actively and 

passively, in court or out of court, and for that 

purpose may constitute a proxy, to receive 

initial citations and notifications, observing 

the provisions of article 21, in these articles of 

incorporation 

IV represent the company in its relations with 

public authorities, private entities and third 

parties in general; 

V convene and preside the meetings of the 

executive office;  
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VI coordinate the activities of the executive 

office; 

VII issue acts and resolutions that substantiate 

the deliberations of the executive office or 

resulting therefrom; 

VIII coordinate the company’s ordinary 

management, including the implementation 

of the guidelines and compliance with the 

deliberations taken by the general meeting, 

the board of directors and by the collegiate 

executive office; 

IX coordinate the activities of the other 

directors. 

 

VI coordinate the activities of the executive 

office; 

VII issue acts and resolutions that substantiate 

the deliberations of the executive office or 

resulting therefrom; 

VIII coordinate the company’s ordinary 

management, including the implementation 

of the guidelines and compliance with the 

deliberations taken by the general meeting, 

the board of directors and by the collegiate 

executive office; 

IX coordinate the activities of the other 

directors. 
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Company representation 

 

ARTICLE 21 - The company is obligated to third 

parties (i) by the signature of two 

directors, one necessarily being the 

chief executive officer or the director 

responsible for the financial area; (ii) 

by the signature of a director and a 

prosecutor, according to the powers 

contained in the respective power of 

attorney; (iii) by the signature of two 

prosecutors, according to the powers 

contained in the respective power of 

attorney; (iv) by the signature of one 

prosecutor, according to the powers 

Company representation 

 

ARTICLE 21 - The company is obligated to third 

parties (i) by the signature of two 

directors, one necessarily being the 

chief executive officer or the director 

responsible for the financial area; (ii) 

by the signature of a director and a 

prosecutor, according to the powers 

contained in the respective power of 

attorney; (iii) by the signature of two 

prosecutors, according to the powers 

contained in the respective power of 

attorney; (iv) by the signature of one 

prosecutor, according to the powers 
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contained in the respective power of 

attorney, in this case exclusively for 

the practice of specific acts. 

 

Sole paragraph – The power of attorney shall be 

granted, with a fixed term of 

validity, and shall specify the 

powers conferred; Only proxies 

for the forum in general will 

have indefinite term. 

 

 

CHAPTER VII 

FISCAL COUNCIL 

contained in the respective power of 

attorney, in this case exclusively for 

the practice of specific acts. 

 

Sole paragraph – The power of attorney shall be 

granted, with a fixed term of 

validity, and shall specify the 

powers conferred; Only proxies 

for the forum in general will 

have indefinite term. 

 

 

CHAPTER VII 

FISCAL COUNCIL 
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ARTICLE 22 – The company will have a fiscal council 

of permanent operation, with the 

powers and assignments provided by 

law. 

 

Sole paragraph – It is incumbent upon the Fiscal 

Council, in addition to the 

assignments provided by law, 

to express its opinion on the 

proposal for the election and 

dismissal of the independent 

auditors, preliminary to its 

submission to the Board of 

 

ARTICLE 22 – The company will have a fiscal council 

of permanent operation, with the 

powers and assignments provided by 

law. 

 

Sole paragraph – It is incumbent upon the Fiscal 

Council, in addition to the 

assignments provided by law, 

to express its opinion on the 

proposal for the election and 

dismissal of the independent 

auditors, preliminary to its 

submission to the Board of 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

179 

 

Directors, and to monitor the 

work carried out. 

 

ARTICLE 23 – The fiscal council shall consist of at 

least 3 (three) and at most 5 (five) 

effective members, and equal 

number of alternates, elected 

annually by the ordinary general 

meeting, re-election permitted. 

 

Sole paragraph  – In the event of vacancy or 

impediment of an effective 

member, the respective 

alternate shall take office. 

Directors, and to monitor the 

work carried out. 

 

ARTICLE 23 – The fiscal council shall consist of at 

least 3 (three) and at most 5 (five) 

effective members, and equal 

number of alternates, elected 

annually by the ordinary general 

meeting, re-election permitted. 

 

Sole paragraph  – In the event of vacancy or 

impediment of an effective 

member, the respective 

alternate shall take office. 
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ARTICLE 24 - The fiscal council shall meet 

ordinarily once a month and, 

extraordinarily, whenever called by 

any of its members or by the 

executive office, drawing up minutes 

in their own book. 

 

 

CHAPTER VIII 

COMMON RULES TO STATUTORY BODIES 

 

Investiture, Impediments and Restrictions 

 

ARTICLE 24 - The fiscal council shall meet 

ordinarily once a month and, 

extraordinarily, whenever called by 

any of its members or by the 

executive office, drawing up minutes 

in their own book. 

 

 

CHAPTER VIII 

COMMON RULES TO STATUTORY BODIES 

 

Investiture, Impediments and Restrictions 
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ARTICLE 25  –  The members of the statutory bodies 

must prove, by presenting résumé to 

the Council for Defense of the State 

Capitals – CODEC, that they have 

professional, technical or 

administrative capacity, experience 

compatible with the position, moral 

suitability and unblemished 

reputation. 

 

Sole paragraph  –  The provisions of this article 

apply only to members 

elected by the controlling 

 

ARTICLE 25  –  The members of the statutory bodies 

must prove, by presenting résumé to 

the Council for Defense of the State 

Capitals – CODEC, that they have 

professional, technical or 

administrative capacity, experience 

compatible with the position, moral 

suitability and unblemished 

reputation. 

 

Sole paragraph  –  The provisions of this article 

apply only to members 

elected by the controlling 
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shareholder. 

 

ARTICLE 26  –  The members of the statutory bodies 

will be invested in their positions by 

signing an instrument of investiture 

drawn up in the respective minutes 

book. 

 

Paragraph one - The instrument of 

investiture must be signed 

within 30 (thirty) days 

following the election, under 

penalty of being rendered 

ineffective, unless 

shareholder. 

 

ARTICLE 26  –  The members of the statutory bodies 

will be invested in their positions by 

signing an instrument of investiture 

drawn up in the respective minutes 

book. 

 

Paragraph one - The instrument of 

investiture must be signed 

within 30 (thirty) days 

following the election, under 

penalty of being rendered 

ineffective, unless 
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justification is accepted by 

the body to which the 

member has been elected, 

and must contain at least 

one address to receive 

citations and subpoenas of 

administrative and judicial 

proceedings, related to acts 

of their management, being 

allowed to change the 

address indicated only by 

written communication. 

 

Paragraph two  – The investiture shall be 

conditioned to the 

justification is accepted by 

the body to which the 

member has been elected, 

and must contain at least 

one address to receive 

citations and subpoenas of 

administrative and judicial 

proceedings, related to acts 

of their management, being 

allowed to change the 

address indicated only by 

written communication. 

 

Paragraph two  – The investiture shall be 

conditioned to the 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

184 

 

presentation of a 

declaration of assets and 

values, in the manner 

provided for in current state 

legislation, which shall be 

updated annually and at the 

end of the term. 

 

Paragraph three  – The investiture of the members of 
the Board of Directors and 
Executive Office shall be 
conditional on the previous 
subscription of the Term of 
Administrators Consent pursuant 
to the provisions of the Level 1 
Regulation of BM&FBOVESPA, as 
well as compliance with applicable 
legal requirements. 

 

 

presentation of a 

declaration of assets and 

values, in the manner 

provided for in current state 

legislation, which shall be 

updated annually and at the 

end of the term. 

 

Paragraph three  – The investiture of the members of 
the Board of Directors and 
Executive Office shall be 
conditional on the previous 
subscription of the Term of 
Administrators Consent pursuant 
to the provisions of the Level 1 
Regulation of BM&FBOVESPA, as 
well as compliance with applicable 
legal requirements. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                                                                                                                                                                                                                          

185 

 

ARTICLE 27 – Except in the case of resignation or 

dismissal, the term of office of the 

members of statutory bodies shall be 

automatically extended until the 

election of their respective 

substitutes. 

 

Remuneration and Licenses 

 

ARTICLE 28 – The remuneration of the members of 

statutory bodies shall be defined by 

the general meeting and there shall 

be no accumulation of salaries or any 

advantages due to substitutions 

ARTICLE 27 – Except in the case of resignation or 

dismissal, the term of office of the 

members of statutory bodies shall be 

automatically extended until the 

election of their respective 

substitutes. 

 

Remuneration and Licenses 

 

ARTICLE 28 – The remuneration of the members of 

statutory bodies shall be defined by 

the general meeting and there shall 

be no accumulation of salaries or any 

advantages due to substitutions 
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occurring due to vacancy, absence or 

temporary impediment, under the 

terms in these articles of 

incorporation. 

 

Sole paragraph  –  The director who, at the 

date of their investiture, is a 

company employee, has the 

option to choose receiving 

the respective salary. 

 

ARTICLE 29 - The directors may request the board of 

directors to leave for unpaid leave, 

provided that for a term not 

occurring due to vacancy, absence or 

temporary impediment, under the 

terms in these articles of 

incorporation. 

 

Sole paragraph  –  The director who, at the 

date of their investiture, is a 

company employee, has the 

option to choose receiving 

the respective salary. 

 

ARTICLE 29 - The directors may request the board of 

directors to leave for unpaid leave, 

provided that for a term not 
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exceeding 3 (three) months, which 

shall be recorded in the minutes. 

 

 

CHAPTER IX 

FISCAL YEAR AND FINANCIAL STATEMENTS 

PROFITS, RESERVES AND DISTRIBUTION OF RESULTS 

 

ARTICLE 30 - The fiscal year shall coincide with the 

calendar year, after which the 

executive office shall draw up the 

financial statements provided for by 

law. 

exceeding 3 (three) months, which 

shall be recorded in the minutes. 

 

 

CHAPTER IX 

FISCAL YEAR AND FINANCIAL STATEMENTS 

PROFITS, RESERVES AND DISTRIBUTION OF RESULTS 

 

ARTICLE 30 - The fiscal year shall coincide with the 

calendar year, after which the 

executive office shall draw up the 

financial statements provided for by 

law. 
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Paragraph one  -  The company undertakes, as 

of the fiscal year beginning on 

January 01, 2010, to disclose, 

in English, the full financial 

statements, management 

report and explanatory notes, 

prepared in accordance with 

Brazilian Corporate Law, 

accompanied by an additional 

explanatory note 

demonstrating the 

reconciliation of the results 

for the year and shareholders’ 

equity calculated according to 

 

Paragraph one  -  The company undertakes, as 

of the fiscal year beginning on 

January 01, 2010, to disclose, 

in English, the full financial 

statements, management 

report and explanatory notes, 

prepared in accordance with 

Brazilian Corporate Law, 

accompanied by an additional 

explanatory note 

demonstrating the 

reconciliation of the results 

for the year and shareholders’ 

equity calculated according to 
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Brazilian accounting criteria 

and according to the 

international standard IFRS, 

highlighting the main 

differences between the 

accounting criteria applied 

and the independent 

auditors’ report. 

  

Paragraph two - The disclosure of the financial 

statements referred to in 

Paragraph 1 of this article 

must occur no later than 4 

(four) months after the end of 

the respective fiscal year. 

Brazilian accounting criteria 

and according to the 

international standard IFRS, 

highlighting the main 

differences between the 

accounting criteria applied 

and the independent 

auditors’ report. 

  

Paragraph two - The disclosure of the financial 

statements referred to in 

Paragraph 1 of this article 

must occur no later than 4 

(four) months after the end of 

the respective fiscal year. 
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ARTICLE 31 - The profit for the fiscal year, after 

deductions provided by law, will have 

the following destination: 

 

I 5% (five per cent) shall be applied, before any 

other allocation, in the constitution of the 

legal reserve, up to the limit of 20% (twenty 

per cent) of the share capital; 

 

II part of the balance will be used to pay the 

priority dividend of the class A preferred 

shares, provided for in Article 4, subsection I, 

letter b; 

 

ARTICLE 31 - The profit for the fiscal year, after 

deductions provided by law, will have 

the following destination: 

 

I 5% (five per cent) shall be applied, before any 

other allocation, in the constitution of the 

legal reserve, up to the limit of 20% (twenty 

per cent) of the share capital; 

 

II part of the balance will be used to pay the 

priority dividend of the class A preferred 

shares, provided for in Article 4, subsection I, 

letter b; 
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III part of the balance will be used for payment 

of the mandatory annual dividend to common 

shares and class B preferred shares, 

corresponding to 10% (ten per cent) of the 

paid-up share capital represented by these 

shares, to be equally distributed among them; 

 

IV part of the balance, up to 20% (twenty per 

cent) may be allocated as per the deliberation 

of the general meeting, for reinvestment in 

the expansion of the activities provided for in 

Article 2 in these articles of incorporation, up 

to the limit of 10% (ten per cent) of the share 

 

III part of the balance will be used for payment 

of the mandatory annual dividend to common 

shares and class B preferred shares, 

corresponding to 10% (ten per cent) of the 

paid-up share capital represented by these 

shares, to be equally distributed among them; 

 

IV part of the balance, up to 20% (twenty per 

cent) may be allocated as per the deliberation 

of the general meeting, for reinvestment in 

the expansion of the activities provided for in 

Article 2 in these articles of incorporation, up 

to the limit of 10% (ten per cent) of the share 
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capital; 

 

V the destination of the balance will be 

resolved in general meeting, observing the 

retentions allowed by law, being that, in case 

of distribution of the remaining balance to 

common shares and class A and class B 

preferred shares, it will be done on equal 

terms. 

 

Sole paragraph  - The payment of interest as 

remuneration of equity may be 

deducted from the amount of 

dividends payable, in accordance 

capital; 

 

V the destination of the balance will be 

resolved in general meeting, observing the 

retentions allowed by law, being that, in case 

of distribution of the remaining balance to 

common shares and class A and class B 

preferred shares, it will be done on equal 

terms. 

 

Sole paragraph  - The payment of interest as 

remuneration of equity may be 

deducted from the amount of 

dividends payable, in accordance 
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with current legislation. 

 

ARTICLE 32 – Common shares are entitled to the 

minimum mandatory dividend 

corresponding to 25% (twenty-five per 

cent) of net income for the year, after 

deductions determined or permitted 

by law. 

 

Paragraph one  –  Class A preferred shares are 

entitled to annual non-

cumulative priority dividend, 

of 10% (ten per cent), 

calculated on the value of 

with current legislation. 

 

ARTICLE 32 – Common shares are entitled to the 

minimum mandatory dividend 

corresponding to 25% (twenty-five per 

cent) of net income for the year, after 

deductions determined or permitted 

by law. 

 

Paragraph one  –  Class A preferred shares are 

entitled to annual non-

cumulative priority dividend, 

of 10% (ten per cent), 

calculated on the value of 
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the paid-up share capital 

represented by class A 

preferred shares to be 

equally distributed among 

them. 

 

Paragraph two  –  Class B preferred shares are 

entitled to participate on 

equal terms with common 

shares in the distribution of 

the mandatory dividend in 

accordance with the caput 

of this Article 

 

the paid-up share capital 

represented by class A 

preferred shares to be 

equally distributed among 

them. 

 

Paragraph two  –  Class B preferred shares are 

entitled to participate on 

equal terms with common 

shares in the distribution of 

the mandatory dividend in 

accordance with the caput 

of this Article 
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Paragraph three   –  The mandatory dividend 

may be paid by the company 

in the form of interest on 

equity. 

 

Paragraph four    –   The company may draw 

interim or intermediate 

balance sheets for the 

purpose of dividend 

distribution or payment of 

interest on equity. 

 

CHAPTER X 

LIQUIDATION 

Paragraph three   –  The mandatory dividend 

may be paid by the company 

in the form of interest on 

equity. 

 

Paragraph four    –   The company may draw 

interim or intermediate 

balance sheets for the 

purpose of dividend 

distribution or payment of 

interest on equity. 

 

CHAPTER X 

LIQUIDATION 
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ARTICLE 33 – The company will be liquidated in the 

cases provided for by law, the general 

meeting being responsible, if 

applicable, for determining the 

method of liquidation and appoint the 

liquidator, setting its remuneration. 

 

 

CHAPTER XI 

COURT 

 

ARTICLE 34 - The company, its shareholders, 

administrators and the members of 

 

ARTICLE 33 – The company will be liquidated in the 

cases provided for by law, the general 

meeting being responsible, if 

applicable, for determining the 

method of liquidation and appoint the 

liquidator, setting its remuneration. 

 

 

CHAPTER XI 

COURT 

 

ARTICLE 34 - The company, its shareholders, 

administrators and the members of 
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the fiscal council are obliged to 

resolve, through arbitration, before 

the São Paulo Stock Exchange’s 

Market Arbitration Chamber – 

BOVESPA, In accordance with its 

respective Arbitration Rules, any and 

all disputes or controversies that may 

arise between them, relating to or 

arising from the application, validity, 

effectiveness, interpretation, breach 

and its effects, of the provisions 

contained in Law no. 6.404/76, in the 

articles of incorporation of the 

company, in the rules issued by the 

National Monetary Council, by the 

the fiscal council are obliged to 

resolve, through arbitration, before 

the São Paulo Stock Exchange’s 

Market Arbitration Chamber – 

BOVESPA, In accordance with its 

respective Arbitration Rules, any and 

all disputes or controversies that may 

arise between them, relating to or 

arising from the application, validity, 

effectiveness, interpretation, breach 

and its effects, of the provisions 

contained in Law no. 6.404/76, in the 

articles of incorporation of the 

company, in the rules issued by the 

National Monetary Council, by the 
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Central Bank of Brazil and by the 

Securities and Exchange Commission, 

as well as in the other rules applicable 

to the operating of the capital market 

in general, in addition to those in the 

Regulation of Differentiated Practices 

of Corporate Governance Level 1 of 

the São Paulo Stock Exchange – 

BOVESPA, of the Regulation of 

Arbitration of the Market Arbitration 

Chamber and the Agreement for 

Adoption of Differentiated Corporate 

Governance Practices Level 1. 

 

Sole paragraph - The deliberations of the controlling 

Central Bank of Brazil and by the 

Securities and Exchange Commission, 

as well as in the other rules applicable 

to the operating of the capital market 

in general, in addition to those in the 

Regulation of Differentiated Practices 

of Corporate Governance Level 1 of 

the São Paulo Stock Exchange – 

BOVESPA, of the Regulation of 

Arbitration of the Market Arbitration 

Chamber and the Agreement for 

Adoption of Differentiated Corporate 

Governance Practices Level 1. 

 

Sole paragraph - The deliberations of the controlling 
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shareholder of the company, 

either by voting in general 

meeting or by determination to 

the company administration, 

aimed at guiding the company’s 

business, in accordance with the 

terms of Article 238 of Law no. 

6.404/76, are considered forms 

of exercising unavailable rights 

and shall not be subject to the 

arbitration procedure provided 

in the caput of this article. 

 

CHAPTER XII 

shareholder of the company, 

either by voting in general 

meeting or by determination to 

the company administration, 

aimed at guiding the company’s 

business, in accordance with the 

terms of Article 238 of Law no. 

6.404/76, are considered forms 

of exercising unavailable rights 

and shall not be subject to the 

arbitration procedure provided 

in the caput of this article. 

 

CHAPTER XII 
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DEFENSE MECHANISM 

 

ARTICLE 35 - The company will assure to the 

members of the statutory bodies, 

through its legal department or 

contracted professional, the technical 

defense in judicial and administrative 

proceedings proposed during or after 

the respective mandates, for acts 

related to the exercise of their 

functions. 

 

Paragraph one -  The same protection may, 

with the specific 

DEFENSE MECHANISM 

 

ARTICLE 35 - The company will assure to the 

members of the statutory bodies, 

through its legal department or 

contracted professional, the technical 

defense in judicial and administrative 

proceedings proposed during or after 

the respective mandates, for acts 

related to the exercise of their 

functions. 

 

Paragraph one -  The same protection may, 

with the specific authorization 
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authorization of the board of 

directors, be extended to the 

employees, agents and 

mandataries of the company. 

 

Paragraph two  - When the company does not 

indicate, in a timely manner, a 

professional for the defense, 

the interested party can hire 

one for their own account, 

being entitled to 

reimbursement of the 

respective legal fees set in a 

reasonable amount, provided 

they are acquitted or 

of the board of directors, be 

extended to the employees, 

agents and mandataries of 

the company. 

 

Paragraph two  - When the company does not 

indicate, in a timely manner, a 

professional for the defense, 

the interested party can hire 

one for their own account, 

being entitled to 

reimbursement of the 

respective legal fees set in a 

reasonable amount, provided 

they are acquitted or 
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exonerated of responsibility. 

 

Paragraph three  -  In addition to ensuring 

technical defense, the 

company will bear the costs 

of proceedings, emoluments 

of any nature, administrative 

expenses and deposits for 

guarantee of instance. 

 

Paragraph four   -  The agent that is condemned 

or responsible, with final 

judgment, will be required to 

reimburse the company for 

exonerated of responsibility. 

 

Paragraph three  -  In addition to ensuring 

technical defense, the 

company will bear the costs 

of proceedings, emoluments 

of any nature, administrative 

expenses and deposits for 

guarantee of instance. 

 

Paragraph four   -  The agent that is condemned 

or responsible, with final 

judgment, will be required to 

reimburse the company for 
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the amounts actually 

disbursed, except when it is 

evidenced that they have 

acted in good faith and aimed 

at the company’s interest. 

 

Paragraph five   -  The company may contract 

insurance in favor of 

members of statutory bodies, 

employees, agents and 

mandataries, to cover 

liabilities arising from the 

exercise of their functions. 

 

the amounts actually 

disbursed, except when it is 

evidenced that they have 

acted in good faith and aimed 

at the company’s interest. 

 

Paragraph five   -  The company may contract 

insurance in favor of 

members of statutory bodies, 

employees, agents and 

mandataries, to cover 

liabilities arising from the 

exercise of their functions. 
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CHAPTER XIII 

HEAD OF THE LEGAL SERVICES 

 

ARTICLE 36 – In view of the provisions of article 101 

of the Constitution of the State of São 

Paulo, pursuant to the provisions of 

the State Decree no. 56.677, of 

January 19, 2011, the hiring of the 

lawyer responsible for the maximum 

management of the legal services of 

the company must be preceded by the 

approval of the one nominated by the 

State Attorney General, according to 

objective criteria of professional 

CHAPTER XIII 

HEAD OF THE LEGAL SERVICES 

 

ARTICLE 36 – In view of the provisions of article 101 

of the Constitution of the State of São 

Paulo, pursuant to the provisions of 

the State Decree no. 56.677, of 

January 19, 2011, the hiring of the 

lawyer responsible for the maximum 

management of the legal services of 

the company must be preceded by the 

approval of the one nominated by the 

State Attorney General, according to 

objective criteria of professional 
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qualification, competence and 

experience. 

 

ARTICLE 37 –  The company shall provide direct 

dialogue between its lawyers and the 

State Attorney General or other State 

Attorney designated by them, with a 

view to ensuring uniform and 

coordinated action, within the limits 

established in article 101 of the State 

Constitution, observing the duties and 

prerogatives inherent in professional 

practice. 

 

qualification, competence and 

experience. 

 

ARTICLE 37 –  The company shall provide direct 

dialogue between its lawyers and the 

State Attorney General or other State 

Attorney designated by them, with a 

view to ensuring uniform and 

coordinated action, within the limits 

established in article 101 of the State 

Constitution, observing the duties and 

prerogatives inherent in professional 

practice. 
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CHAPTER XIV 

GENERAL PROVISIONS 

 

ARTICLE 38 – By April 30 of each year, the company 

will publish its filled and vacant posts 

and functions, referring to the 

previous year, in compliance with the 

provisions of paragraph 5, article 115, 

of the State Constitution. 

 

ARTICLE 39 - The company is Level 1 of Corporate 

Governance of the São Paulo Stock 

Exchange – BOVESPA (“Level 1”) and 

may only withdraw from Level 1 in 

CHAPTER XIV 

GENERAL PROVISIONS 

 

ARTICLE 38 – By April 30 of each year, the company 

will publish its filled and vacant posts 

and functions, referring to the 

previous year, in compliance with the 

provisions of paragraph 5, article 115, 

of the State Constitution. 

 

ARTICLE 39 - The company is Level 1 of Corporate 

Governance of the São Paulo Stock 

Exchange – BOVESPA (“Level 1”) and 

may only withdraw from Level 1 in 
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order for the company’s shares to be 

registered for trading outside Level 1 

or due to a corporate reorganization in 

which the resulting company is not 

classified at same Level of Corporate 

Governance, upon (i) prior approval in 

General Meeting and (ii) 

communication to the São Paulo Stock 

Exchange – BOVESPA in writing with 

advance notice of thirty (30) days. 

 

ARTICLE 40 – With the Company’s admission to the special 
listing segment denominated Level 1 of 
Corporate Governance of BM&FBOVESPA S.A. 
– Securities, Commodities & Futures Exchange 
(“BM&FBOVESPA”), the Company, its 
shareholders, Managers and members of the 
Fiscal Council, are subject to the provisions of 
the Level 1 Listing Regulation of Corporate 

order for the company’s shares to be 

registered for trading outside Level 1 

or due to a corporate reorganization in 

which the resulting company is not 

classified at same Level of Corporate 

Governance, upon (i) prior approval in 

General Meeting and (ii) 

communication to the São Paulo Stock 

Exchange – BOVESPA in writing with 

advance notice of thirty (30) days. 

 

ARTICLE 40 – With the Company’s admission to the special 
listing segment denominated Level 1 of 
Corporate Governance of BM&FBOVESPA S.A. 
– Securities, Commodities & Futures Exchange 
(“BM&FBOVESPA”), the Company, its 
shareholders, Managers and members of the 
Fiscal Council, are subject to the provisions of 
the Level 1 Listing Regulation of Corporate 
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Governance of the BM&FBOVESPA (“Level 1 
Regulation”). 

 

ARTICLE 41 -  The provisions contained in (A) 

paragraphs 3, 4 and 5 of Article 9, (B) 

in Article 34 and (C) in this article, of 

these articles of incorporation, can 

only be changed with the favorable 

vote of more than half of the total 

share capital of the company or to 

incorporate any changes to the 

Regulations of the São Paulo Stock 

Exchange – BOVESPA for 

differentiated levels of corporate 

governance.  

 

Governance of the BM&FBOVESPA (“Level 1 
Regulation”). 

 

ARTICLE 41 -  The provisions contained in (A) 

paragraphs 3, 4 and 5 of Article 9, (B) 

in Article 34 and (C) in this article, of 

these articles of incorporation, can 

only be changed with the favorable 

vote of more than half of the total 

share capital of the company or to 

incorporate any changes to the 

Regulations of the São Paulo Stock 

Exchange – BOVESPA for 

differentiated levels of corporate 

governance.  
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ARTICLE 42 – It is forbidden the election of, for the 

company’s statutory bodies, persons 

who meet the causes of ineligibility 

established in the federal legislation. 

 

Paragraph one - The prohibition in the head 

provision of this article extends to admissions for 

employment in commission and assignment to 

positions of trust. 

 

Paragraph two – The company shall observe 

article 111-A of the Constitution of the State of 

São Paulo and the rules established in the State 

Decrees no. 57.970, of April 12, 2012, and no. 

ARTICLE 42 – It is forbidden the election of, for the 

company’s statutory bodies, persons 

who meet the causes of ineligibility 

established in the federal legislation. 

 

Paragraph one - The prohibition in the head 

provision of this article extends to admissions for 

employment in commission and assignment to 

positions of trust. 

 

Paragraph two – The company shall observe 

article 111-A of the Constitution of the State of 

São Paulo and the rules established in the State 

Decrees no. 57.970, of April 12, 2012, and no. 
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58.076, of May 25, 2012, as amended. 

 

ARTICLE 43 – The investiture of members of 

statutory bodies and the admission of employees 

by the company are conditioned to the 

presentation of a declaration of assets and values 

that make up their private equity. 

 

Paragraph one – The statement mentioned by the 

head provision of this article must be 

updated annually, as well as on the 

occasion of dismissal of the public 

agent. 

 

58.076, of May 25, 2012, as amended. 

 

ARTICLE 43 – The investiture of members of 

statutory bodies and the admission of employees 

by the company are conditioned to the 

presentation of a declaration of assets and values 

that make up their private equity. 

 

Paragraph one – The statement mentioned by the 

head provision of this article must be 

updated annually, as well as on the 

occasion of dismissal of the public 

agent. 
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Paragraph two –  The company will observe the rules 

set forth in article 13 of Federal Law 

no. 8.429, of June 2, 1992, and State 

Decree no. 41.865, of June 16, 1997, 

as amended. 

                               

ARTICLE 44 –  The company shall observe the 

provisions of Binding Precedent No. 13 

and State Decree No. 54.376, of May 

26, 2009, as amended. 

 

 

These Articles of Incorporation, originally approved 

at the AGE of 10/27/1977 (Minutes filed at JUCESP 

Paragraph two –  The company will observe the rules 

set forth in article 13 of Federal Law 

no. 8.429, of June 2, 1992, and State 

Decree no. 41.865, of June 16, 1997, 

as amended. 

                               

ARTICLE 44 –  The company shall observe the 

provisions of Binding Precedent No. 13 

and State Decree No. 54.376, of May 

26, 2009, as amended. 

 

 

These Articles of Incorporation, originally approved 

at the AGE of 10/27/1977 (Minutes filed at JUCESP 
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under no. 695.553/77 on 11/08/1977) was 

consolidated through the AGE of 09/16/1994 

(Minutes filed at JUCESP under no. 143.095/94-8 on 

09/27/1994). 

 

Amendments: 

 

AGE of 

12/29/1994 

Filed at JUCESP under no. 6.105/95-6 11/01/1995 

AGOE of 

04/28/1995 

Filed at JUCESP under no. 83.245/95-9 26/05/1995 

AGOE of 

04/26/1996 

Filed at JUCESP under no. 70.159/96-8 15/05/1996 

AGOE of 

04/25/1997 

Filed at JUCESP under no. 74.936/97-9 26/05/1997 

AGO of 

12/10/1997 

Filed at JUCESP under no. 208.082/97-

9 

26/12/1997 

under no. 695.553/77 on 11/08/1977) was 

consolidated through the AGE of 09/16/1994 

(Minutes filed at JUCESP under no. 143.095/94-8 on 

09/27/1994). 

 

Amendments: 

 

AGE of 

12/29/1994 

Filed at JUCESP under no. 6.105/95-6 11/01/1995 

AGOE of 

04/28/1995 

Filed at JUCESP under no. 83.245/95-9 26/05/1995 

AGOE of 

04/26/1996 

Filed at JUCESP under no. 70.159/96-8 15/05/1996 

AGOE of 

04/25/1997 

Filed at JUCESP under no. 74.936/97-9 26/05/1997 

AGO of 

12/10/1997 

Filed at JUCESP under no. 208.082/97-

9 

26/12/1997 
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AGOE of 

04/28/1998 

Filed at JUCESP under no. 71.372/98-2 19/05/1998 

AGE of 

07/23/1998 

Filed at JUCESP under no. 118.440/98-

6 

04/08/1998 

AGE of 

03/26/1999 

Filed at JUCESP under no. 101.241/99-

9 

24/04/1999 

AGE of 

12/20/2002 

Filed at JUCESP under no. 13.232/03-4 16/01/2003 

AGE of 

04/08/2005 

Filed at JUCESP under no. 107.840/05-

4 

14/04/2005 

AGOE of 

04/27/2005 

Filed at JUCESP under no. 140.076/05-

0 

13/05/2005 

AGE of 

01/31/2006 

Filed at JUCESP under no. 52.161/06-7 15/02/2006 

AGE of 

07/07/2006 

Filed at JUCESP under no. 177.840/06-

7 

11/07/2006 

AGOE of 

04/25/2007 

Filed at JUCESP under no. 206.624/07-

4 

25/05/2007 

AGE of 

07/26/2007 

Filed at JUCESP under no. 269.661/07-

4 

07/08/2007 

AGOE of 

04/28/1998 

Filed at JUCESP under no. 71.372/98-2 19/05/1998 

AGE of 

07/23/1998 

Filed at JUCESP under no. 118.440/98-

6 

04/08/1998 

AGE of 

03/26/1999 

Filed at JUCESP under no. 101.241/99-

9 

24/04/1999 

AGE of 

12/20/2002 

Filed at JUCESP under no. 13.232/03-4 16/01/2003 

AGE of 

04/08/2005 

Filed at JUCESP under no. 107.840/05-

4 

14/04/2005 

AGOE of 

04/27/2005 

Filed at JUCESP under no. 140.076/05-

0 

13/05/2005 

AGE of 

01/31/2006 

Filed at JUCESP under no. 52.161/06-7 15/02/2006 

AGE of 

07/07/2006 

Filed at JUCESP under no. 177.840/06-

7 

11/07/2006 

AGOE of 

04/25/2007 

Filed at JUCESP under no. 206.624/07-

4 

25/05/2007 

AGE of 

07/26/2007 

Filed at JUCESP under no. 269.661/07-

4 

07/08/2007 
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AGE of 

06/03/2008 

Filed at JUCESP under no. 180.257/08-

0 

12/06/2008 

AGE of 

03/11/2010 

Filed at JUCESP under no. 99.910/10-0 22/03/2010 

AGOE of 

04/30/2010 

Filed at JUCESP under no.  160.766/10-

2 

12/05/2010 

AGOE of 

04/29/2011 

Filed at JUCESP under no. 177.939/11-

4 

10/05/2011 

AGE of 

10/14/2011 

Filed at JUCESP under no. 444.259/11-

9 

04/11/2011 

AGOE of 

04/24/2013 

Filed at JUCESP under no. 190.363/13-

7 

21/05/2013 

AGOE of 

04/24/2015 

Filed at JUCESP under no. 275.117/15-

7  

AGE of 

06/25/2015 

Filed at JUCESP under no.       312.941/15-

8 

21/05/2013 

  AGOE      of 04/26/2016          Filed at JUCESP under 

no.          299.706/16-3 

AGE of 

06/03/2008 

Filed at JUCESP under no. 180.257/08-

0 

12/06/2008 

AGE of 

03/11/2010 

Filed at JUCESP under no. 99.910/10-0 22/03/2010 

AGOE of 

04/30/2010 

Filed at JUCESP under no.  160.766/10-

2 

12/05/2010 

AGOE of 

04/29/2011 

Filed at JUCESP under no. 177.939/11-

4 

10/05/2011 

AGE of 

10/14/2011 

Filed at JUCESP under no. 444.259/11-

9 

04/11/2011 

AGOE of 

04/24/2013 

Filed at JUCESP under no. 190.363/13-

7 

21/05/2013 

AGOE of 

04/24/2015 

Filed at JUCESP under no. 275.117/15-

7  

AGE of 

06/25/2015 

Filed at JUCESP under no.       312.941/15-

8 

21/05/2013 

  AGOE      of 04/26/2016           Filed at JUCESP under 

no.         299.706/16-3 
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ANNEX 3 

 

Power of Attorney with Voting Guidelines – Ordinary and Extraordinary 

General Meeting 

 

By this power of attorney, [SHAREHOLDER’S NAME], [NATIONALITY], [MARITAL 

STATUS], [PROFESSION], RG No. ....................... / [ISSUING AGENCY], CPF No. 

............................,, residing at [FULL ADDRESS], hereby appoints Mr./Ms. [ATTORNEY’S 

NAME], [NATIONALITY], [CIVIL STATUS], [PROFESSION], RG No. ........................ / 

[ISSUING AUTHORITY], CPF No. ..........................., residing at [FULL ADDRESS], as 

his/her Attorney-in-Fact, with specific powers to represent him/her, in his/her capacity as 

Shareholder of CESP – Companhia Energética de São Paulo, at the Ordinary and 

Extraordinary General Meeting of the Company, to be held on April 26, 2017, at 11 am, in 

the auditorium of the Company’s headquarters, located at Av. Nossa Senhora do Sabará, 

5312, in this Capital, São Paulo, CEP 04447-011, exercising the right to vote, with powers 

to examine, discuss and vote on the matters submitted to the deliberation of this Meeting, 

sign minutes, books, papers, agreements and any other relevant matters, for the proper 

and faithful fulfillment of this proxy, which shall be exercised in accordance with the voting 

guidelines below. The Attorney shall abstain from voting on any matter not relating to said 

voting guideline. This power of attorney shall be valid only for the meetings of CESP of 

April 26, 2017, whether on first or second call. 
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ANNEX 4 

DISTANT VOTE BALLOT  

ORDINARY AND EXTRAORDINARY SHAREHOLDERS GENERAL MEETINGS 

CESP - CIA ENERGETICA DE SAO PAULO de 26/04/2017 

 

Completion Guidelines 

This Distance Vote Ballot must be filled in if the shareholder decides to exercise his 

right to vote at a distance, pursuant to CVM Instruction Number 481, as amended. 

In this case, it is imperative that the above fields be filled in with the shareholder's 

full name (or corporate name) and the number of the Register in the Ministry of 

Finance, whether corporate entity (CNPJ) or individual (CPF), in addition to an 

email address for possible contact. 

In addition, in order for this Distance Vote Ballot to be considered valid and the 

votes cast herein be counted in the quorum of the Shareholders General Meeting: 

- all fields below must be completed; 

- all your pages must be signed (initialed); 

- at the end, the shareholder or his legal representative (s), as the case may be 

and in accordance with current legislation, must sign the Distance Vote Ballot; and 

- the signatures  on  the Distance Vote Ballot shall not be notarized, nor shall they 

be consularized. 
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The documents pertinent to the matters to be appraised at the Ordinary and 

Extraordinary General Meetings are available according to the Call Notice and 

Assembly Manual at http://ri.cesp.com.br/governanca-corporativa/voto-distancia/ 

 

 

Delivery guidelines, indicating the ability to send directly to the company or 

send instructions to the  custodian or bookkeepers agents. 

The shareholder who elects to exercise his right to vote at distance may: (i) 

complete and send this  Distance Vote Ballot directly to the Company, or (ii) 

transmit the filling instructions to qualified service providers, as follows: 

 Exercise of the vote by service providers 

A shareholder who prefers to exercise his right to vote at a distance through the 

intermediary of service providers shall transmit his voting instructions to his 

respective custody agents, observing the rules determined, which, in turn, shall 

forward such voting manifestations to the Central Depositary of BM&FBOVESPA. 

In order to do so, shareholders should contact their custody agents and verify the 

procedures established by them for voting instructions through the Ballot Distance 

Vote, as well as the documents and information they require. 

Pursuant to CVM Instruction N° 481, as amended, the shareholder must transmit 

the instructions for completing the Distance Vote Ballot to its custodian agents 

within 7 days before the date of the Shareholders General Meeting that is, up to 

http://ri.cesp.com.br/governanca-corporativa/voto-distancia/
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and including April/18/2017, unless different timeframe is established by your 

custody agents. 

It is worth noting that, as determined by CVM Instruction Number 481, the Central 

Depository of BM & FBOVESPA, upon receiving shareholder voting instructions 

through their respective custodian agents, will disregard any instructions that differ 

from the same resolution that were issued by the same CPF or CNPJ registration 

number. 

 

 

Postal and electronic address to send the filled Ballot Distance Vote, if the 

shareholder wishes to deliver the document directly to the company 

The shareholder who elects to exercise his right to vote at a distance may, 

alternatively, do so directly to the Company, and, for this purpose, must forward the 

following documents to Av. Nossa Senhora do Sabará 5312; Escritório  17; CEP: 

044447-011, São Paulo / SP - Brasil, a / c Diretoria de Relacionamento com 

Investidores: 

- physical copy of this Distance Vote Ballot duly completed, initialed and signed; 

and 

-more documents requested in the Call Notice and Assembly Manual at the site 

http://ri.cesp.com.br/governanca-corporativa/voto-distancia; 

The shareholder may also send the digitized copies of this Distance Vote Ballot 

and the mentioned documents to the electronic address 
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votoadistancia@cesp.com.br, in which case, it will also be necessary to send the 

original copy of the Distance Vote Ballot and the certified copy of the documents 

Required until April/22/2017, to Av. Nossa Senhora do Sabará 5312, Escritório  17; 

CEP: 044447-011, São Paulo / SP - Brasil, a / c Diretoria de Relacionamento com 

Investidores. 

The Company shall require the certified translation of documents originally drawn 

up in English or Spanish, or accompanied by a translation in those languages. The 

following identity documents will be accepted, if provided with personnel  

photography: RG, RNE, CNH, Passport or officially recognized professional class 

documents. 

Once received the Distance Vote Ballot and its required documentation, the 

Company will advise the shareholder of its receipt and acceptance or not (CVM 

Instruction 481, as amended). 

 

 

Indication of the institution contracted by the company to provide the 

bookkeeping service of securities, with name, physical and electronic 

address, telephone and contact person 

The completed Distance Vote Ballot may also be sent to the bookkeeping Bank: 

Itaú Unibanco S / A, Rua Ururai, 111 - Prédio B - Terreo 03084-010 São Paulo SP, 

provided that the shares are not deposited  in a Central Depository. 
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The voting by the bookkeeping bank has as step-by-step register and vote in the 

shareholders general meeting, in the link below: 

https://assembleiadigital.comprova.com/itausecuritiesservices/artigo/home/assembleia-
digital 

 

The bookkeeping bank also offers channels for attending shareholders, to clarify 

doubts. Shareholders may call (+55 11) 3003-9285, service on working days from 

9am to 6pm. 

The  Distance Vote Ballot, once completed, can also be sent directly to your own 

Custodian Agent 

 

 

Deliberations / Issues related to AGOE 

Simple Deliberation 

1. Annual Management Report and Financial Statements for the Year 2016, 

accompanied by the Independent Auditors' and Fiscal Council's Opinions. 

[      ] Approve [     ] Reject [       ] Abstain 

 

Simple Deliberation 

2. Proposal for the allocation of profits and the proposal for the distribution of 

dividends to shareholders; 
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Allocation of net income for the fiscal year ended December 31, 16, according to 

Management's Proposal. 

[      ] Approve [       ] Reject [      ] Abstain 

 

Simple Question 

3. You wish to request the adoption of the multiple vote process for the election of 

the board of directors, pursuant to art. 141 of Law No. 6,404 of 1976? 

[     ] Yes [     ] No [    ] Abstain 

 

Election of the board of directors by candidate - 

Number of places to be filled: 7 

4. Indication of candidates for the board of directors (the shareholder may indicate 

as many candidates as there are number of places to be filled in the general 

election) 

Roberto Luis Troster  

[       ] Approve [      ] Reject [       ] Abstain 

Aderbal de Arruda Penteado Júnior 

[     ] Approve [     ] Reject [     ] Abstain 

Clóvis Luis Chaves 

[     ] Approve [     ] Reject [      ] Abstain 

Fernando Carvalho Braga 
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[    ] Approve [    ] Reject [     ] Abstain 

Mauro Guilherme Jardim Arce  

[   ] Approve [   ] Reject [     ] Abstain 

Ricardo Achilles 

[    ] Approve [     ] Reject [    ] Abstain 

Ricardo Daruiz Borsari 

[    ] Approve [    ] Reject [     ] Abstain 

  

5. In case of adoption of the process of election by multiple votes, do you want to 

distribute the vote adopted in percentages by the candidates? 

[     ] Yes  [     ]No 

 

6. Display of all candidates to indicate the% (percentage) of the votes to be 

awarded 

Roberto Luis Troster                         [    ]% 

Aderbal de Arruda Penteado Júnior [    ]% 

Clóvis Luis Chaves                           [    ]% 

Fernando Carvalho Braga                [    ]% 

Mauro Guilherme Jardim Arce         [    ]% 

Ricardo Achilles                               [    ]% 

Ricardo Daruiz Borsari                     [    ]% 
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Election of the separate board of directors - Preferred 

7. Indication of candidates for the board of directors (the shareholder must fill this 

field if holds the shares with which  votes during the 3 months immediately prior to 

the general meeting) 

ADRIANO CIVES SEABRA 

[     ] Approve [     ] Reject [     ] Abstain 

 

8. If it is verified that neither the holders of voting shares nor the holders of 

preferred shares without voting or restricted voting rights, respectively, have 

reached the quorum required in items I and II of paragraph 4 of art. 141 of Law No. 

6404 of 1976, you want your vote to be aggregated to the votes of the common 

shares in order to elect for the board of directors the candidate with the largest 

number of votes among all those that, as part of this Distant Vote Ballot , to stand 

for a separate election? 

[    ] Yes  [     ]No 

 

Election of the fiscal council by candidate - 

Limit of vacancies to be filled: 3 

9. Indication of candidates for the fiscal council (the shareholder may indicate as 

many candidates as the number of places to be filled in the general election) 
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Sebastião Eduardo Alves de Castro (HOLDER)/ Keli Regina Della Torre Soler 

(ALTERNATE) 

[     ] Approve [     ] Reject [     ] Abstain 

 Emilia Ticami (HOLDER) /João Paulo de Jesus Lopes (ALTERNATE) 

[     ] Approve [     ] Reject [     ] Abstain 

 Vanildo Rolando Neubauer (HOLDER)  /Sandra Maria Giannella (ALTERNATE) 

[    ] Approve [    ] Reject [    ] Abstain 

 

Simple Deliberation 

10. Fixation of remuneration of the Directors and members of the Fiscal Council, as 

proposed by Management 

[    ] Approve [    ] Reject [    ] Abstain 

 

Simple Deliberation 

11’. Amendment of the Bylaws, in article 3th, because of the new composition of its 

capital stock, by conversions of one class of shares to another, previously made, 

according to Management's Proposal. 

[    ] Approve [    ] Reject [    ] Abstain 

  

 

http://ri.cesp.com.br/governanca-corporativa/administracao/#conselho_keli
http://ri.cesp.com.br/governanca-corporativa/administracao/#conselho_emilia
http://ri.cesp.com.br/governanca-corporativa/administracao/#conselho_joaopaulo
http://ri.cesp.com.br/governanca-corporativa/administracao/#conselho_vanildo
http://ri.cesp.com.br/governanca-corporativa/administracao/#conselho_sandramaria
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Simple Deliberation 

12. Amendment of the Bylaws, in article 16, due to the new composition of the 

Board of Executive Officers, as proposed by the Board of Directors 

[    ] Approve [    ] Reject [    ] Abstain 

 

City :______________________________________________________________ 

Date:_____________________________________________________________ 

Signature__________________________________________________________ 

Name Shareholder:__________________________________________________ 

Email :____________________________________________________________ 
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ANNEX 5 

CESP – COMPANHIA ENERGÉTICA DE SÃO PAULO  

Proposals to the Meeting and Nomination of Candidates 

Meeting Date: April 26, 2017, at 11 a.m. 

 

SHAREHOLDER INFORMATION: 

Name:  

CNPJ/CPF:  

Website:  

Shareholder 

since: 

 

 Amount and percentage of shares (%) 

ON   – CESP3  

PNA – CESP5  

PNB – CESP6  

Shares Taken 

in Loan 

 

Exposure in 

Derivatives 
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To 

Mr. Almir Fernando Martins – Chief Financial and Investor Relations Officer 

 

I hereby request the inclusion of the following matters/names in the OGM/EGM to 

be held on April 26, 2017: 

 

a)________________________________________________________________ 

 

b)________________________________________________________________ 

 

__________________________________________________________________ 

 

Name: 

Location: 

Date: 

Signature: 

 

Please note: To be accepted, proposals should be submitted in compliance with the 

recommendations of Articles 21-L to 21-P of CVM Instruction 481/2009, as amended. The 

shareholding interests shall also be followed, in accordance with Annex 21-L-I and 21-L-II of the 

same instruction. 
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