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2Q21 RESULTS  
 
CONSOLIDATED FINANCIAL HIGHLIGHTS  

 

Á Net revenue grew 8% in 2Q21 to BRL525 million, driven mainly by the growth in 

trading operations by CESP Comercializadora. 

Á Adjusted EBITDA of BRL222 million in 2Q21, down 23% on 2Q20, explained by the 

negative effect from the hydro crises, impacting volume and price of energy 

purchased. 

Á Operating cash flow after debt service of BRL274 million, representing a cash 

conversion ratio2 of 123% in 2Q21.  

Á Reduction in total contingent liabilities of BRL636 million3 compared to March 2021, 

due to the settlement of lawsuits, the revision of estimates based on the evolution of 

lawsuits and favorable judicial decisions. 

Á Net loss of BRL18 million in the quarter, compared to net income of BRL138 million 

in 2Q20, basically explained by the effects from the reversal of probable contingent 

liabilities in 2Q20 (BRL134 million), which did not recur in 2Q21. 

 
1 Adjusted EBITDA excludes allowance for litigation and write-off of judicial deposits 
2 Cash conversion ratio = OCF after debt service / Adjusted EBITDA   
3 After inflation adjustment and interest. Considers settlements, revisions and decisions up to July 2021   

(BRL thousand) 2Q21 2Q20 æ 1H21 1H20 æ 

Gross operating revenue 596,414 544,905 9% 1,230,614 1,085,767 13% 

Net operating revenue 525,163 485,532 8% 1,082,048 946,072 14% 

Gross operating result 181,885 204,476 -11% 373,658 438,681 -15% 

Cost and expenses (392,880) (187,608) 109% (602,137) (439,351) 37% 

EBITDA 229,654 397,800 -42% 675,137 706,992 -5% 

Adjusted EBITDA1 221,717 287,276 -23% 504,109 623,447 -19% 

Adjusted EBITDA margin 42% 59% -17 p.p. 47% 66% -19 p.p. 

Net income (18,129) 137,798 n.m. 97,669 191,611 -49% 

Net debt 1,406,412 1,220,615 15% 1,406,412 1,220,615 15% 

Net debt/EBITDA LTM 1.2x 0.9x 0.4x 1.2x 0.9x 0.4x 

Net debt/ adjusted EBITDA¹ LTM 1.6x 1.1x 0.4x 1.6x 1.1x 0.4x 
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MESSAGE FROM MANAGEMENT  
 

The second quarter of 2021 was marked by deterioration in 

Brazilôs hydrological situation. We are experiencing a period with 

the lowest inflows since 1931, which affects the industry as a 

whole. Given this scenario, CESP took advantage of windows of 

opportunity in the market to acquire all the energy required, so 

far, to ensure its energy balance for this year.  

The Companyôs energy balance management strategy is based on detailed planning with 

proactive management and highly disciplined execution of energy trading to create value 

and mitigate hydrological risk.  

On the commercial front, CESP has been working to seize opportunities in future energy 

sales, mainly as from 2024. This quarter, we advanced in our go-to-market strategy, which 

aims to expand and diversify the client base to reduce costs and maximize results.  

Another important milestone for CESP was the upgrade in its ESG rating by the main ESG 

risk rating agency, MSCI, from ñBBBò to ñAò (on a scale from AAA to CCC). It is worth 

remembering that in the last 18 months we received two upgrade notches in the ESG 

rating of this agency. Since the start of the year, with the launch of its ESG platform, CESP 

has reported, even more transparently, on the advances in this important agenda, with the 

upgrade further confirmation that we are on the right path.  

On the internal aspect of the social front, the quarter marked the creation of the Diversity 

& Inclusion working group, which is addressing the topic by first conducting a diagnosis to 

support the creation of action plans for becoming an even more diverse and inclusive 

Company. 

In the management of contingent liabilities, we remain focused on optimizing the portfolio 

of pending lawsuits seeking ways to continually mitigate risks. At end-2Q21, contingent 

liabilities stood at BRL10.6 billion and, during July 2021, we obtained an additional 

reduction of BRL390 million, bringing the total to BRL10.2 billion. 

As a result of the water crisis and to comply with determinations from the federal power 

regulators, the Company is reducing the flow rate of the Porto Primavera HPP to preserve 

water stocks at plants with accumulation reservoirs located upstream and with this target 

make it through the dry period by ensuring the governability of the hydro cascading 

arrangement. The entire process is being conducted with effective controls and monitoring 

actions that include reports to environmental and regulatory agencies, in accordance with 

the Working Plan duly approved and monitored by the Brazilian Institute of the 

Environment and Renewable Resources (IBAMA), Ministry of Mines & Energy (MME), 

among other federal agencies. 

In 2Q21 Adjusted EBITDA4 was BRL222 million, down BRL65 million from the same 

quarter last year, which is basically explained by the hydro crisis, impacting energy volume 

and price, as a result of the worsening of the GSF in the period. 

 
4 Adjusted EBITDA excludes provisions for litigation and write-offs of deposits. 
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Strong cash generation remained a period highlight. Operating cash flow after debt service 

in 2Q21 came to BRL274 million, representing a cash conversion ratio5 of 123%.  

CESP reaffirms that it will continue to manage its business diligently and transparently 

with a focus on accelerating the delivery of results and consequently creating value for its 

shareholders. 

To all who have accompanied us on this journey, thank you very much. 

 

 

  

 
5 Cash Conversion Ratio = Operating Cash Flow after Debt Service / Adjusted EBITDA.   

MARIO BERTONCINI 
Chief Executive & Investor 

Relations Office 

MARCELO DE JESUS 
Chief Financial Officer 
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COMPANY PROFILE  
 

CESP is a power generation company created in 1966 by the São Paulo State 

Government from the merger of 11 electricity companies based in the state.  

On October 19, 2018, the auction of CESP shares was won by VTRM Energia 

Participações S.A., a partnership between Votorantim Energia with the Canadian fund 

Canada Pension Plan Investment Board (CPP Investments). On November 11, 2018, after 

executing the Share Purchase and Sale Agreement with the São Paulo State Government, 

CESP became a privately held company.  

 

 

 

 

 

 

 

 

 

GENERATION COMPLEX  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PORTO PRIMAVERA 

Capacity 1,540 MW 

Physical Guarantee 887 MWavg 

Concession* Apr/49 

Location Rosana (SP) 

Reservoir area 2,040 km² 

Dam extension 10.2 km 

Generating units 14 

Start of operation 1999 

*contract signed in April 2019  

PARAIBUNA 

Capacity 87 MW 

Physical Guarantee 48 MWavg 

Concession* Sept/21 

Location Paraibuna (SP) 

Reservoir area 177 km² 

Dam extension 0.5 km 

Generating units 2 

Start of operation 1978 

*extension granted in Mar/21 

50% 50%

ON: 93,5%

PNB: 13,7%

Total: 40,0%

ON: 6,5%

PNB: 86,3%

PNA: 100%

Total: 60,0%

VTRM Energia FreeFloat

. .
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As decided in a meeting of the Board of Directors of CESP held on June 28, 2019, the 

company opted not to renew its concession for the Jaguari HPP, which represented less 

than 2% of its total assured energy. After the assetôs concession period expired, in May 

2020, CESP operated the plant on a temporary basis until December 31, 2020, when it 

was transferred to the new operator designated by the Ministry of Mines & Energy, 

pursuant to MME Ordinance 409/2020.   

 

OPERATING  PERFORMANCE  
 
GENERATION  

 

Power generation at the plants operated by CESP in 2Q21 reached 768 MW average, 

20% lower than in 2Q20, when we reached 957 MW average. The decline is associated 

with the water crisis that has been affecting mainly the Paraná River Basin, where the 

Porto Primavera HPP is located. In 1H21, generation reached 818 MW average, down 

21% from 1H20, when we reached 1,036 MW average.  

In 2Q21, the water shortage continued, especially in Brazilôs Southeast, where inflows 

registered the lowest level ever in the historical series. The scenario led the Ministry of 

Mines & Energy (ñMMEò) to issue MME Ordinance no. 524, of June 11, 2021, which 

ordered a reduction in the minimum flow of the Porto Primavera HPP to ensure 

governability of water operations in the Parana River Basin during the drought. For more 

details on the subject, see the ñRegulatory Mattersò section of this document. 

For the Paraibuna HPP, the plantôs generation schedule is based on the control of flows 

of the Paraiba do Sul River Basin, with the ONS determining the flow of the cascade of 

plants to meet the basinôs hydraulic restrictions. In 2Q21, the Eletric System National 

Operator (ñONSò) increased the generation of plants in headwaters of the Paraíba do Sul 

River Basin (including the Paraibuna HPP) due to the reduction in the riverôs natural flow 

caused by the onset of the dry season to complement the flow of the river to meet said 

needs.    

 

AVAILABILITY  
 

In 2Q21, the plants operated by CESP achieved an average availability index of 95.9%, 

in line with the 1Q21 average (95.8%) and 1.4 p.p. higher than the index reported in 2Q20 

(MWavg) 2Q21 2Q20 æ 1S21 1S20 æ 

Porto Primavera 726 923 -21% 796 1,008 -21% 

Paraibuna 42 34 24% 22 22 1% 

Jaguari  -   -   -   -  5  -  

Total 768 957 -20% 818 1,036 -21% 
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(94.5%), demonstrating managementôs continuous and efficient management of plants 

and the good operating performance of the Companyôs generation assets. 

According to Brazilian National Agency of Electrical Energy (ñANEELò) Resolution no. 

614/2014, if the availability index of a hydroelectric plant included in the Energy 

Reallocation Mechanism ("MRE") is below the reference availability index used to 

calculate its respective physical guarantee, the plant will be subjected to a physical 

guarantee reduction mechanism. As such, the index becomes the key indicator for 

evaluating the performance of hydroelectric plants and the main monitoring tool for 

mitigating the risks of operating impacts on commercial commitments.  

The availability indexes of CESPôs plants remain consistently higher than the references 

defined by ANEEL and have been on an upward trend, demonstrating the operating and 

maintenance quality of the operational assets and the effective management of 

operational risks. 

 

AVAILABILITY INDEX6 
 (60-month moving average - %) 

 

 

COMMERCIAL PERFORMANCE  
 
ENERGY MARKET 
 

The combination of record low inflows, culminating in low reservoir levels, and the signs 

of an economic recovery, spurring stronger demand for electricity, had significant impacts 

on the energy market. As such, in June 2021, reservoirs in the Southeast/Midwest 

subsystem (ñSE/COò)7 registered around 29% of maximum storage capacity, which is the 

lowest level for this period of the year since 2001. The performance of Natural Inflow 

Energy (ñENAò)8  for the SE/CO submarket is the worst in the 91-year data series for the 

January-July period and below the amounts registered in other years with adverse water 

conditions, such as 2001 and 2014. The situation is due the atypical precipitation regime 

since the end of 2020.  

 
6 Availability index is calculated using the Equivalent Forced Outage Rate ("TEIFa") and the Equivalent 
Scheduled Outage Rate ("TEIP"), regulated by ANEEL 
7 With around two-thirds of the total storage capacity of the SIN and as the submarket with the highest 

energy consumption, the Southeast/Midwest storage is one of the most important indicators for evaluating 
load supply capacity. 
8 ENA: Natural Inflow Energy; LTA: Long-Term Average (average in 1931-2019); Partial data up to April 24, 

2021. 
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  MONTHLY ENA - SE/CO (2001 vs. 2014 vs. 2021)       STORED ENERGY ï SE/CO  
                         (% LTMF)                                                 (2001 vs. 2014 vs. 2021)

9 ï (%)                         

      

 

Given this challenging scenario, in which the National Meteorology System ("SNM"), for 

the first time since the beginning of monitoring, issued a Water Emergency Alert, 

reinforced by the National Water and Basic Sanitation Agency ("ANA"), where it declared 

critical situation of scarcity of water resources in the Paraná River basin, was published 

the Provisional Presidential Decree no. 1,055/2021 which created the Exceptional Water 

& Energy Management Rules Chamber with the purpose of constantly monitoring the 

situation and taking adequate measures to mitigate potential risks. Some measures 

already have been taken, such as: dispatch of thermal power plants outside merit order, 

energy imports and the adjustment of operating restrictions associated with the multiple 

uses of water and campaigns to raise awareness on consumption.  

Since 2001, when Brazil underwent rationing, the countryôs energy profile has evolved 

significantly in terms of energy sources diversification. Today, Brazilôs installed 

hydropower generation capacity accounts for 62% (vs. 83% in 2001), followed by 26% 

thermal power (17% in 2001) and 12% wind and solar power. This increased diversification 

of energy sources is important, because it gives us more options of sources to supply the 

system and to a certain extent reduces the concentration of hydrological risk. For 

comparison purposes, in addition to 2001, we made a parallel of the current situation with 

that in 2014, when we experienced a challenging hydrological period and had an energy 

matrix similar to the current one. With that we can see that even if similar, the situations 

have particularities related to the structure of the sector for each period that must be 

considered for analysis.  

 

Another important aspect to consider is the demand for energy in the coming periods. 

Currently, ONS estimates an increase in demand for 2021 of 4.6% in relation to 2020. 

However, in the first half of 2021, demand for energy was around 7% higher than in the 

same period of 2020, reflecting the impacts from Covid-19 on consumption in 2Q20.  
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 Source: National Electricity System Operator (ONS) and Energy Research Company (EPE) ï Energy 
corresponding to storage in the Southeast Subsystem (% of submarket capacity) for the last day of each 
quarter. 
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LOAD - SIN10 

 (GW average) 

 

 

Considering the presented context, the impacts on energy prices and on Generation 

Scaling Factor (GSF) were evident. The average energy price (Spot Price ï ñPLDò) in the 

SE/CO submarket reached BRL229/MWh in 2Q21, 205% higher than in the same period 

of 2020 (BRL75MWh). There was additional deterioration in the GSF that, according to 

the Energy Trading Chamber (ñCCEEò), is estimated at 73% for 2021 (estimate as of July 

2021).  

 

ENERGY BALANCE MANAGEMENT  
 

The Companyôs strategy for managing its energy balance is based on detailed planning 

and proactive management with strong discipline in energy trading execution with the aim 

of maximizing value creation and mitigating the GSF. 

Due to the latest revisions of the physical guarantee of HPP Porto Primavera and the 

negative effect from GSF, the Company reported an energy balance with a structural 

deficit for 2021 and 2022, which is being systematically equalized.  

The deterioration in GSF in 2021 led to an increase in the Companyôs exposure, 

particularly in the second half of 2021. 

 

 

 

 

 

 

 
10 Source: ONS, PMO report of July 2021. 

Gwavg FY

2019 73 72 69 69 67 64 63 64 67 69 69 68 68

2020 71 71 69 61 60 62 63 65 69 71 70 71 67

2021 72 73 73 69 68 67 66 68 68 70 69 69 70

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2019 2020 2021 2021 (E)
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GROSS PHYSICAL GUARANTEE & ADJUSTED PHYSICAL GUARANTEE  

 (MW average) 
 

 

Given this scenario, the Company took advantage of windows of opportunities in the 

market to acquire the energy needed to equalize at this moment the energy balance for 

2021. It acquired 371 MW average of energy, up 17% from end-2020 (317 MW average), 

and 52 MW average or 16% more than the balance in 1Q21 (319 MW average), which 

considered a GSF of 78%. 

The annual average energy purchase price currently stands at BRL239/MWh, up 17% 

from the purchase price in 2020 (BRL204/MWh) and 18% higher than the purchase price 

in 1Q21 (BRL202/MWh).  

To equalize the energy balance in 2Q21, the Company purchased 297 MW average, 19% 

less than in 2Q20 (367 MW average) and 7% more than the balance reported in 1Q21 

(276 MW average). For 2Q21, purchases were made at an average price of BRL193/MWh, 

20% higher than the average price in 2Q20 (BRL161/MWh) and 4% higher than the 

average price reported in the 1Q21 earnings release (BRL186/MWh).  

 

ENERGY PURCHASE (MW average)  
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At the end of the second quarter, the Companyôs energy balance for the whole of 2021 is 

equalized, as shown below. The Company maintains a close management of this position 

to mitigate possible effects brought by hydrological risk scenarios even more challenging 

than those currently estimated by the CCEE (GSF of 73%) given that every 1 p.p. of 

variation in the GSF corresponds to an energy volume of approximately 7 MW average, 

which is reduced from the adjusted physical guarantee and available to supply our energy 

contracts.  

 
ENERGY BALANCE AFTER ENERGY PURCHASE 

 (MW average) 
 

 

 

For 2022, the Company purchased 97% of the energy needed to equalize the energy 

deficit, taking advantage of the windows of opportunities available, and continues to 

monitor GSF risks and market opportunities for purchasing energy to mitigate price risks.  

 

COMMERCIAL STRATEGY  
 

The Companyôs commercial area is guided by integrated energy management based on 

market intelligence, sales to end customers and trading.  

All operations are subjected to meticulous analysis, monitoring of market and credit risks 

in comparison with pre-established exposure limits and coverage with guarantees based 

on the counterpartyôs profile. The Companyôs market and credit risk management team 

reports to the Chief Financial Officer, which ensures independent support for decision-

making in commercial processes. 
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SALES TO END CUSTOMERS  
 

The Company has been striving to diversify and expand its customer portfolio in order to 

capture opportunities, mitigate business risks and reduce the carbon footprint of its 

customers and partners by supplying renewable energy with I-REC certification. 

The Companyôs customer portfolio consists of energy distributors in the regulated market 

and energy consumers in the free market, as shown in the chart below. As from 2024, the 

volume of energy already committed under sale agreements is significantly lower and, as 

of 2028, the Company has no energy sold in the free market.  

Due to the adverse hydrological scenario in the short term, energy prices for the long term 

should increase. Accordingly, the Company has been working to seize opportunities in 

future energy sales, mainly as from 2024. 

This quarter, we forged new partnerships with end customers to supply energy and 

I-RECs, which enables them to decarbonize their operations and to improve their 

sustainability and in turn offer added value.  

Agreements in the regulated market began in 2009 and 2010 and are valid until 2038 and 

2039, with volume of 230 MW average, and are adjusted for inflation. Contracts in the free 

market are adjusted for inflation or U.S. dollar, with some contracts including flexibility 

clauses, i.e., minimum and maximum limits on seasonally adjusted monthly volumes and 

on consolidated volume for the year. 

 

 PORTFOLIO OF ENERGY SOLD11 

 (MW average) 
 

 
 

A comparison of the portfolio price in 2Q21 with that in 1Q21 shows a reduction in the 

Free Market price in all years due to the effects from Brazilian real appreciation against 

the U.S. dollar between periods (BRL5.0022/USD1 on June 30, 2021 vs. 

BRL5.6973/USD1 on March 31, 2021).  

 
11 Price on base date of June 30, 2021, without inflation adjustment. 
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In 2Q21, the average price in the regulated market (distributors) was BRL255/MWh, an 

increase of about 3% from 2Q20, mainly due to contractual adjustment clauses, as 

detailed below: Note that these agreements incorporate energy seasonality and therefore 

present variations in quarterly volumes. 

 

To mitigate its exposure to hydrological risk, CESP renegotiated in 2016 a total of 230 MW 

average contracted through 2028 involving contracts in the regulated market, related to 

HPP Porto Primavera. As such, this portion of its physical guarantee is hedged against 

fluctuations in the GSF. 

 
TRADING  
 

In January 2020, the Company launched through CESP Comercializadora its operations 

in the energy trading market to optimize the management of its energy balance, better 

manage its hydrological and market risks and improve its commercial strategy by 

developing new customers, markets and opportunities. 

These operations are conducted in the free market and, for the purposes of accounting 

measurement, meet the definition of financial instruments at fair value (ñMtMò). The 

Company has future energy contracts with maturities through fiscal year 2027. At end-

2Q21, the MtM adjustment of energy trading agreements amounted to BRL-34 million. 

 
 

 

 

 

 

 

 

 
12 For the first agreement: base date starting June 29, 2006; For the second agreement: base date starting 
December 12, 2005. 
13 Prices adjusted by the IPCA index. 

Start date End date 
Volume 
(MWavg) 

Gross start 
price 

(BRL MWh)12 

2Q21 gross price 
(BRL/MWh)13 

01/01/2009 12/31/2038 83 125 265 

01/01/2010 12/31/2039 143 116 249 

Total  223 119 255 
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FINANCIAL PERFORMANCE  
 
 
NET REVENUE 
 

Net operating revenue in 2Q21 amounted to BRL525 million, an increase of BRL40 million 

(+8%) from BRL486 million in 2Q20, explained mainly by the following: 

Á Trading Operations: Increase of BRL53 million, due to the higher volume and average 

price of the trading operations by CESP Comercializadora, whose revenue in 2Q21 

stood at BRL80 million, compared to BRL27 million in 2Q20. 

Á Derivative financial instruments14: Reduction in the expenses by BRL9 million due 

to the Brazilian real appreciation against the U.S. dollar between periods, with a total 

expense of BRL20 million in 2Q21 vs. BRL29 million in 2Q20. 

Á Regulated Market ï Energy Auction: Increase of BRL4 million due to contractual 

price adjustments, with revenue of BRL125 million in 2Q21 vs. BRL121 million in 2Q20. 

Á Short-term energy: Increase of BRL3 million due to higher energy sales in this market 

in 2Q21 compared to 2Q20, for total revenue of BRL9 million in 2Q21 vs. BRL6 million 

in 2Q20. 

These effects were partially offset by: 

Á Free Market ï Bilateral Agreements: Reduction of BRL18 million explained by the by 

the non-recurring effect of the balance settlement with the CCEE in 2Q20 (R$19 

million), partially offset by the increase in volume and price of energy sales contracts. 

Á Deductions: Expense increase of BRL12 million, mainly due to the higher PIS and 

COFINS taxes on operating income due to the growth in sales by the trading company, 

for a total deduction of BRL71 million in 2Q21 vs. BRL59 million in 2Q20. 

 
 

NET REVENUE ï 2Q20 vs. 2Q21  
 (BRL million) 

 

 
14 Derivative financial instruments used by the Company to hedge against exchange exposure of 
agreements in the free market, indexed to the U.S. dollar (BRL5.4760 on June 30, 2020 vs. BRL5.0022 on 
June 30, 2021). Source: Central Bank of Brazil. 



 

16 

 
Results | 2Q21  

DERIVATIVE FINANCIAL INSTRUMENTS  
 

CESP has power purchase agreements pegged to the U.S. dollar. To mitigate the foreign 

exchange exposure arising from these agreements, the Company implemented a hedge 

strategy using Non-Deliverable Forwards (ñNDFsò) and booked as hedge accounting. The 

strategy is designed to protect around 95% of the exchange rate exposure in the period. 

The following table reflects the position of these derivative instruments on June 30, 2021: 

 

 

 

 

The fair values of hedge instruments are recognized under shareholdersô equity until the 

expected transaction occurs or is settled. After effective settlement, the gains or losses 

are recognized under revenue. For more details, see Note 26.3 to the Quarterly Financial 

Information (ITR) for 2Q21. 

 

OPERATING COSTS & EXPENSES 
 

Operating costs and expenses amounted to BRL393 million in 2Q21, compared to 

BRL188 million in 2Q20, increasing BRL205 million between periods, mainly due to: 

Á Reversal of provision for litigation: Negative impact of BRL126 million, due to 

reversal of the provision in the amount of BRL134 million in 2Q20 vs. BRL8 million in 

2Q21, with no cash effect. 

Á Energy purchase costs: BRL197 million in 2Q21 vs. BRL137 million in 2Q20, an 

increase of BRL60 million from 2Q20, mainly due to:  

Á Increase of BRL56 million in purchases for trading operations in 2Q21 (BRL72 

million) vs. 2Q20, in line with the Companyôs strategy; and 

Á Higher price of energy purchased (free and spot markets) to equalize the energy 

balance, resulting in an impact of BRL2 million (BRL119 million in 2Q21 vs. 

BRL117 million in 2Q20) in the period. In 2Q21, 297 MW average were 

purchased, 19% less than in 2Q20 (367 MW average), with a 20% increase in 

average prices (BRL193/MWh in 2Q21 vs. BRL161/MWh in 2Q20). 

Á Future Energy Contracts: Expense of BRL34 million in 2Q21 vs. BRL3 million in 

2Q20, an increase of BRL31 million, with a non-cash effect, mainly due to market 

volatility given the challenging hydrological scenario. 

Á PMSO:  

o Personnel, Materials and Third-party Services (PMS): Increase of BRL5 

million between periods (BRL33 million in 2Q21 vs. BRL28 million in 2Q20), 

explained mainly by: (i) increase of approx. BRL3 million in Personnel 

expenses, due to inflation adjustment in post-employment benefits, 

NDFs 
Notional (USD 

million) 

Average forward 
exchange rate 

(BRL) 

Fair value 
(BRL million) 

2021 75.0 4.38 (48.9) 
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increase in labor indemnity and collective bargaining provision and (ii) 

increase in expenses with maintenance and upkeep of assets as a result 

of scheduled maintenance carried out at our plants that did not take place 

in the same period of the previous year. 

o Other expenses (O): Increase of BRL5 million due to the reversal of 

expense in the total amount of BRL5 million in 2Q20, which did not recur in 

2Q21. The reversal is explained by the write-off of the quota provision of 

Global Reversion Reserve15 (RGR) in 2020.  

These effects were partially offset by: 

Á Write-off of judicial deposits: In 2Q20, BRL24 million was recognized from the write-

off of judicial deposits, which did not recur in 2Q21. 

Á Other non-cash effects16: These effects amounted to BRL97 million in 2Q21 vs. 

BRL100 million in 2Q20, representing a reduction of BRL3 million in the expense, 

mainly due to the effective reduction in depreciation and amortization expenses 

between periods.  

Excluding all non-recurring and non-cash effects, operating costs and expenses in 2Q21 

amounted to BRL270 million, increasing 38% from 2Q20 (BRL196 million), mainly due to 

the impact detailed above in the line energy purchases. 

 
COSTS AND EXPENSES16 ï 2Q20 vs. 2Q21  

 (BRL million) 
 

 

 

EBITDA  

 
15 The RGR is a charge of the Brazilian electric sector paid monthly by the energy generation, transmission 
and distribution concessionaires. Created in 1957, as of Decree No. 41.019, the Global Reversion Reserve 
Account finances improvement and expansion projects for companies in the energy sector. 
16 Other non-cash items include depreciation/amortization and provisions for PIS/COFINS for judicial deposits. 
17 2Q21: Net IR and CSLL resulting from BRL17 million of current tax and BRL25 million of deferred tax, of 
which BRL16 million is cash outflow. 

 (BRL thousand) 2Q21 2Q20 æ 1H21 1H20 æ 

Net Income (18,129) 137,798 n.m. 97,669 191,611 -49% 

  Net IR/CSLL17 (7,164) 65,800 n.m. 56,803 111,574 -49% 

  Financial Result 157,576 94,326 67% 325,439 203,536 60% 
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Adjusted EBITDA amounted to BRL222 million in 2Q21, with margin of 42%, down 23% 

from the same period in 2020 (BRL287 million). The variations in adjusted EBITDA are 

mainly explained by: (i) reversal of the provision for litigation in the amount of BRL134 

million in 2Q21 vs. BRL8 million in 2Q21; (ii) the hydro crises effect on energy price and 

volume, impacting the energy margin in R$24 million; and (iii) the negative effect of BRL31 

million from the mark-to-market adjustment of future energy contracts for trading (BRL-34 

million in 2Q21 vs. BRL-3 million in 2Q20).  

 

 
 

EBITDA18 ï 2Q20 vs. 2Q21  
 (BRL million) 

 

 
 

 
FINANCIAL INCOME (EXPENSE)  
 

 
18 Adjusted Operating Expenses considers total operating expenses less provision for litigation, write-off of 
court deposits, de and MtM adjustments. 

= EBIT 132,283 297,924 -56% 479,911 506,721 -5% 

Depreciation & Amortization 97,371 99,876 -3% 195,226 200,271 -3% 

EBITDA  229,654 397,800 -42% 675,137 706,992 -5% 

Reversal of provision for 
litigation 

(7,937) (134,167) -94% (210,809) (107,188) 97% 

Write-off of judicial deposits  -  23,643 n.m. 39,781 23,643 68% 

Adjusted EBITDA 221,717 287,276 -23% 504,109 623,447 -19% 

Adjusted EBITDA margin 42% 59% 
-17 
p.p. 

47% 66% 
-19 
p.p. 

(BRL thousand) 2Q21 2Q20 æ 1H21 1H20 æ 

Financial revenues 5,971 7,941 -25% 11,696 18,454 -37% 

Financial expenses (163,547) (102,267) 60% (337,135) (221,990) 52% 
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In 2Q21, the Company registered a net financial expense of BRL158 million, compared to 

a net financial expense of BRL94 million in 2Q20. The increase in the quarterly comparison 

is mainly due to: 

Á Debt charges and inflation adjustment of debentures: Increase of BRL32 million 

related to the 12th issue of debentures by the Company, indexed to IPCA (1.7% in 

2Q21), for a total expense of R$53 million in 2Q21 vs. BRL21 million in 2Q20; 

Á Adjustment of post-employment benefit balance: Expense of BRL40 million in 

2Q21 vs. BRL15 million in 2Q20, an increase of BRL25 million, explained mainly by the 

adjustment of the balance of actuarial liability on pension plans sponsored by the 

Company. For more details on this topic, see the section ñPension Plan ï Vivestò in this 

document; and 

Á Adjustment of balance of provision for litigation: Increase of BRL16 million, due to 

the inflation adjustment of the total provision for litigation, given the increase in IGP-M 

in the period (6.21% in 2Q21 vs. 2.64% in 2Q20), in the total amount of BRL63 million 

in 2Q21 vs. BRL47 million in 2Q20. 

 

INCOME TAX (IR) & SOCIAL CONTRIBUTION (CSLL)  
 

Income tax and social contribution (IR and CSLL) (ñtaxesò) in the year includes current 

and deferred taxes. Taxes are calculated on an accrual basis, pursuant to current law. 

The Company adopts the annual taxable income regime, with payments based on monthly 

estimates, which could result in a mismatch between the tax calculated and paid, which is 

adjusted in the annual calculations of IR and CSLL. 

Net IR and CSLL in 2Q21 amounted to positive BRL7 million, of which BRL17 million refers 

to current IR and CSLL and BRL25 million to a reversal of deferred IR and CSLL. This 

effect is mainly explained by the change in the operating scenario (mainly due to the MtM) 

and the need to purchase energy. Regarding deferred taxes, we can highlight that the 

main variation was in the post-employment benefit line, and also in the provision for MtM, 

in addition to a reversal of the provision for litigation. The amount of tax paid in 2Q21, 

calculated by estimate, was BRL16 million (cash effect, considering a total effective rate 

of 37%). 

Debt charges (20,663) (20,763) 0% (39,774) (46,367) -14% 

Monetary update of 
debentures 

(32,142) -     -  (70,492) -     -  

Balance update of 
provision for litigation 

(62,535) (46,707) 34% (128,258) (115,792) 11% 

Write-off of judicial 
deposits 

-    (13,527)  -  (1,832) (13,527) -86% 

Balance update of post-
employment benefits 

(39,531) (14,905) 165% (79,061) (29,997) 164% 

Other finance costs (8,676) (6,365) 36% (17,718) (16,307) 9% 

Financial results (157,576) (94,326) 67% (325,439) (203,536) 60% 
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It is also worth mentioning that when comparing 2Q21 with 2Q20, the significant variation 

in deferred charges is due to the 10-year limitation on the asset's impairment test, pursuant 

to CVM Instruction No. 371/2022, which was revoked by CVM Resolution No. 2/2020. 

 

NET INCOME 
 

In 2Q21, the Company reported a net loss of BRL18 million, compared to net income of 

BRL138 million in 2Q20. The following chart shows the main factors that influenced net 

income in the quarter, based on adjusted EBITDA in the same period:  

aa 

NET INCOME (LOSS) ï 2Q21 
 (BRL million) 

 

 

INDEBTEDNESS   
 
Gross debt on June 30, 2021 stood at BRL1.9 billion, while the average maturity of 

consolidated debt was 7.3 years. 

 

          AMORTIZATION SCHEDULE                              GROSS DEBT BY 
                      (BRL million)                                                   INDEXER (%) 

                  
                       
 

Cash and cash equivalents ended the quarter at BRL543 million, compared to BRL785 

million a year earlier and BRL870 million at end-March 2021. Net debt on June 30, 2021 

was BRL1.4 billion. 
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LEVERAGE 
 

Leverage, as measured by the ratio of net debt to adjusted EBITDA, ended 2Q21 at 1.6x. 

 

NET DEBT & LEVERAGE  
 (BRL million / x) 

 

        

 

 
RATING  
 

 

 

CAPEX  
 

In 2Q21, the capital expenditures of CESP amounted to BRL2.4 million and were allocated 

mainly to the modernization and maintenance of hydroelectric plants. 

 

  


