Rating Action: Moody's upgrades the unsecured notes ratings of Light SESA
and Light Energia to Ba3 from B1, outlook is stable
04 Sep 2018
New York, September 04, 2018 -- Moody's Investors Service ("Moody's") today upgraded the senior unsecured
notes ratings of Light Serviços de Eletricidade S.A. ("Light SESA") and Light Energia S.A ("Light Energia") to
Ba3 from B1.
At the same time Moody's America Latina Ltda upgraded the Corporate Family Rating (CFR) of Light S.A
("Light" or "the company") to Ba3 from B1 (global scale) and to A3.br from Baa1.br (national scale) and the
issuer ratings of Light's operating subsidiaries Light SESA and Light Energia to Ba3/A3.br from B1/Baa1.br.
The outlook is stable for all ratings.
RATINGS RATIONALE
The upgrade of the ratings reflects Moody's expectations that improvements in the company's operating
performance illustrated by growth in EBITDA and Cash Flow from Operations before working capital change
(CFO pre WC) over the recent quarters will continue going forward and lead to higher credit metrics over next
12 to 18 months. In the last twelve months ended 30 June 2018 Light reported a CFO pre WC of BRL 1.6
billion, up from BRL 1.3 billion in 2017 and BRL 0.9 billion in 2016. The improved performance resulted
primarily from the impact of the March 2017 tariff review, better quality of service indicators and from the
company´s own efforts to contain costs. In June 2018, Light reported average annual number of interruptions
(FEC) and average duration of interruptions (DEC) per consumer of 4.73x and 7.81 hours respectively, down
from 6.09x and 10.97 hours in the same period last year and significantly below regulatory target of 6.01x and
9.8 hours for the year.
The rating action also takes into consideration expectations that the company's liquidity profile will remain
adequate over the next 12 to 18 months following significant refinancing transactions. Throughout the first half
of 2018, the company raised the equivalent of BRL 4.9 billion in debt, in the domestic and international
markets. In June 2018 Light reported a consolidated cash position of over BRL 1.9 billion which compares to
BRL 2 billion of debt maturities due within the next 12 months. While high energy costs resulting from adverse
hydrology conditions will continue to weigh on the company's working capital needs and free cash flow
generation in the second half of this year, Moody's anticipates that Light's annual funding needs will remain
within a range of BRL 1.2 -- 1.4 billion in 2019 and 2020, which is broadly in line with company's recent funding
transactions in the domestic market.
In Q2 2018 total energy loss rates rose to 22.98%, from 21.75% in Q2 2017, a level still above the regulatory
level of 20.62% and the operating margin impact has been exacerbated by high energy costs. While the
company remains focused to reduce its energy losses, Moody's considers that material improvements over the
next 18 months will be challenging given the weak economic conditions and high unemployment rates within
Light's concession area.
Light's Ba3 ratings also recognize (i) the supportive regulatory framework for Brazil electricity distribution
companies that consistently compensates operators for high energy costs through tariffs increases based on a
transparent methodology, and (ii) the relatively stable cash flow profile of Light´s hydropower generation
business (16% of Light´s consolidated EBITDA in 2017). Despite adverse hydrology conditions, the
hydropower generation business has contributed positively to Light's cash flow generation by mitigating the
higher energy cost through its commercialization strategy.
On the other hand Light's ratings are constrained by : (i) the high non-technical energy loss rates in the
distribution segment and little prospects for improvements in the next 12 to 18 months despite the company's
efforts; (ii) weak economic conditions and high unemployment rates in Light's concession area, which will
continue to challenge consumption levels, bad debt and cash flow conversion; and (iii) expectations that the
settlement of suspended costs associated with the company's exposure to the spot market -- which amounted
to BRL 464 million as of June 2018 -will weight negatively on free cash flow generation in 2018.

The stable outlook reflects expectations that continuing improvements in operating performance together with
a gradual reduction in debt outstanding will lead Light's CFO pre WC to Debt and CFO pre WC interest
coverage ratios to remain consistently above 15% and 3.0x respectively over the next 12 to 18 months.
WHAT COULD CHANGE THE RATING UP/DOWN
A rating upgrade could be considered should the company demonstrate sustained improvements in operating
performance and reduce its leverage position such that CFO pre WC / Debt exceeds 18% and CFO pre WC
Interest coverage reaches 3.5x on a sustainable basis. A rating upgrade would also require a comfortable
liquidity profile.
A rating downgrade could result from Light's failure to improve its operating performance and cash flow
generation or to reduce its debt outstanding, such that CFO pre WC to Debt falls below 15% and CFO pre WC
interest coverage remains sustainably below 3.0x. Perception of a weakening liquidity profile could also exert
negative pressures on the ratings.
Headquartered in Rio de Janeiro - Brazil, Light S.A is an integrated utility company with activities in generation,
distribution and commercialization of electricity. In the last twelve months ended June 2018 Light S.A reported
BRL11.5 billion in net revenues (excluding construction revenues) and BRL 2.2 billion in EBITDA respectively.
Light S.A is ultimately controlled by Companhia Energetica de Minas Gerais ("CEMIG", rated B3/B2.br, stable),
the company's major shareholder with a direct and indirect stake of 48.9% in Light S.A.
The principal methodology used in rating Light Energia S.A was Unregulated Utilities and Unregulated Power
Companies published in May 2017. The principal methodology used in rating Light Servicos De Eletricidade
S.A. was Regulated Electric and Gas Utilities published in June 2017. Please see the Rating Methodologies
page on www.moodys.com for a copy of these methodologies.
Moody's National Scale Credit Ratings (NSRs) are intended as relative measures of creditworthiness among
debt issues and issuers within a country, enabling market participants to better differentiate relative risks.
NSRs differ from Moody's global scale credit ratings in that they are not globally comparable with the full
universe of Moody's rated entities, but only with NSRs for other rated debt issues and issuers within the same
country. NSRs are designated by a ".nn" country modifier signifying the relevant country, as in ".za" for South
Africa. For further information on Moody's approach to national scale credit ratings, please refer to Moody's
Credit rating Methodology published in May 2016 entitled "Mapping National Scale Ratings from Global Scale
Ratings". While NSRs have no inherent absolute meaning in terms of default risk or expected loss, a historical
probability of default consistent with a given NSR can be inferred from the GSR to which it maps back at that
particular point in time. For information on the historical default rates associated with different global scale
rating categories over different investment horizons, please see
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1113601 .
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related

rating outlook or rating review.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation
(“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,
prior to assignment of any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating
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regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities
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