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BOARD OF DIRECTORS

Meeting of 28 October 2004

Proposals approved by the Board of Directors

1. Signing of an Instrument of Confession of Debt between Cemig and Furnas, due to the delay in payment of invoices for Initial Contracts,
contracts for use of the transmission system, contracts for use of the basic network, the RTE, the seasonal differences, and application of the
reduction factor by Aneel, under the General Agreement for the Electricity Sector.

2. Association Agreement between Cemig, Gasmig, Petrobras and Gaspetro: extension of the limit date for completion of the transaction and
creation of a company to hold stockholding interests in companies operating commercially in natural gas distribution.

3. Contracting of accounting auditing services with Deloitte Touche Tohmatsu, for analysis of the financial statements of the Irapé
Consortium, its economic and financial equilibrium and detailing of the sources and uses of funds of the consortium members.
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COMPANHIA ENERGETICA DE MINAS GERAIS - CEMIG
Publicly Traded Company - CNPJ 17.155.730/0001-64

ANNOUNCES THIRD QUARTER 2004 RESULTS

ANALYSIS OF CONSOLIDATED RESULTS FOR THE PERIOD FROM JANUARY THROUGH

SEPTEMBER 2004, COMPARED TO JANUARY THROUGH SEPTEMBER 2003

Belo Horizonte, Brazil, October 29, 2004 Companhia Energética de Minas Gerais CEMIG (BOEMIG4, CMIG3; NYSE:

CIG and LATIBEX: XCMIG), the leading electric energy concessionaire in Brazil and its subsidiaries ( CEMIG
Companies ) today announced net income of R$ 935 million for the period from January to September 2004,
growth of 15% over net income of R$ 813 million for the period from January to September 2003.

The result of the CEMIG Companies through September 2004 has been favorably impacted by the increase in revenues from gross
electricity supply due to the 4.8% growth in sales, and the 19.13% increase in tariffs onApril 8, 2004, which was later
altered to 14.00% as of May 25, 2004.

Djalma Bastos, President of CEMIG, said of the results: Once again we were pleased to find out that for the fifth consecutive year we were
selected for the Dow Jones Sustainability Index, which reaffirms our certainty that we are on the right path in regards
to attending to the long-term interests of our shareholders.

The growth in sales in the third quarter more than 5% - was quite strong, with a highlight on industrial consumption, which increased
more than 8% over the same period of 2003 thanks to more dynamic economicactivity by the export industries. The
increase in revenues, consequently, was even stronger, reaching 25%, which helped us attain an operating result of
nearly R$ 1,270 million. This leads us to believe that we will have a very good result for the entire year. Our profit
was R$ 935 million in the first nine months of this year, that is, R$ 5.77 per thousand shares with cash generation
measured by EBITDA of R$ 1,704 million.

Flavio Decat, Director of Finance, said, We ve continued our policy of funding with great success, rolling over practically all the debt
maturing in the coming months. Thus with the new maturity dates our debt profile will be longer, greatly relieving our
cash flow. This will result in investors better evaluating our capacity to continue financing the expansion of our
businesses.

Gross Electricity Supply
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Revenues from gross electricity supply were R$ 6,348 million from January to September 2004, a 20.5% increase over the R$ 5,267
million from January to September 2003. This result was due to the following factors:

Average tariff adjustment of 31.53% as of April 8, 2003 (with the full effect seen in 2004 results);
Average tariff adjustment of 19.13% as of April 8, 2004, reduced to 14.00%, as of May 25, 2004;

Increase of 4.8% in the volume of energy sold.

Among the main consumption classes, industrial and commercial had energy sales volume growth of 6.8% and 3.6%, respectively,
compared with a 0.2% reduction in energy sales volume in the residential class.




Edgar Filing: ENERGY CO OF MINAS GERAIS - Form 6-K

Revenues from supply (including free energy transactions on the MAE

Revenues from electricity supply were R$ 30 million from January to September 2004, compared to R$ 50 million from January to
September 2003, a reduction of 40.0%. In the previous year extraordinary revenues in the amount of R$ 24 million
were registered, referring to CEMIG s right to reimbursement of the difference between the amounts paid for MAE
transactions during the period of the Rationing Program and the amount of R$ 49.26 MWh.

Tariff Adjustment

Through Resolution 83 dated April 7, 2004, ANEEL divulged new energy tariffs to be charged to CEMIG s consumers, representing an
average adjustment of 10.13% as of April 8, 2004.

On May 24, 2004, ANEEL republished the mentioned resolution, reducing the adjustment to approximately 14%.

Billing in the period from April 8 to May 24, 2004, used the adjustment of 19.13%. As of May 25, 2004, billing used the 14.00%
adjustment.

CEMIG entered an administrative suit against ANEEL in order to maintain the average adjustment originally published in Resolution §3.
Until the mentioned suit is judged, CEMIG is charging its consumers, as of May 25, 2004, the tariffs set forth in
Resolution 83, republished by ANEEL on May 24, 2004.

Other Operating Income

Other operating income was R$ 609,000 from January to September 2004, compared to R$ 463,000 from January to September 2003,
growth of 31.5%. This increase is mainly due to growth of R$ 138,000 in revenues from gas supply, R$ 332,000 from
January to September 2003, due substantially to the 83.23% increase in volume of gas sold 584,607 rhin 2004,
compared to 319,056 m3 in 2003.

Deferred Tariff Adjustment (RTD)
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As a function of the difference between the 37.86% tariff adjustment that CEMIG should have had on April 8, 2003, and the 31.53%
adjustment effectively applied, a regulatory asset was recorded, in counterpart to operating income in the amount of
R$ 329 million. The amounts recognized as income will be received through a percentage to be applied in the
2004-2007 tariff adjustments.

Operating Expenses

Operating expenses were R$ 3,830 million from January to September 2004, compared to R$ 3,240 million from January to September
2003, an increase of 18.2%. This result is mainly due to increased expenses for Personnel, Retirement Benefits,
Transmission Network Use Charges, Gas Purchased for Resale, and Payment to the Energy Development Account
(CDE), offsetting a reduction in the Account for Operating Provisions.

As of October 26, 2001, the difference between the sum of uncontrollable costs (also called CVA ) used as reference in calculating the
tariff adjustment and disbursements effectively made, are offset in subsequent tariff adjustments, and are registered in
Current Assets and Non-current Assets as anticipated expenses.
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The principal variations in the expenses are as follows:

Energy Purchased for Resale

Expenses for electricity purchased for resale represented 28.1% of operating expenses, and were R$ 1,075 million from January to
September 2004, a 3.7% increase over the R$ 1,307 million reported from January to September 2003. This result is
mainly due to the R$ 43 million increase in expenses related to energytransactions on the MAE and R$ 30 million in
energy purchase from Itaipu, partially offset by the R$ 27 millionreduction in initial contract expenses.

Personnel

Personnel expenses from January to September 2004 were R$ 641 million, compared to R$ 501 million from January to September 2003,
a 27.9% increase. This result is substantially due to the following factors: (i) 16.2% adjustment to CEMIG employee
salaries in November 2003; (ii) Position and Payment Plan (PCR), implemented in 2004; (iii) values provisioned as a
function of reopening the Voluntary Retirement Program (PDI) in May 2004, in the amount of R$ 24 million; and (iv)
profit-sharing in the amount of R$ 37 million.

Depreciation / Amortization

Depreciation and amortization expenses did not vary significantly between the periods; R$ 435 million from January to September 2004,
compared to R$ 422 million from January to September 2003, a 3.1% variation.

Third-party Services

Expenses for third-party services were R$ 237 million from January to September 2004, compared to R$ 220 million from January to
September 2003, a variation of 7.7%. This is basically due to adjustment in thecommunication, and maintenance and
repair service performance contracts.

Retirement Benefits
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The expense for retirement benefits was R$ 80 million from January to September 2004, compared to R$ 36 million from January to
September 2003, a 122.2% increase. These expenses basically represent the interest on CEMIG s actuarial obligations,
net of the return expected from the plan s assets, estimated by the Company s outside actuary.

Operating Provisions

Operating provisions were R$ 97 million from January to September 2004, compared to R$ 134 million from January to September 2003,
a 27.6% reduction. The following items declined: reversal of provisions for civilconsumer suits in 2004, the amounts
provisioned for liquidation of doubtful debtors (R$ 44 million from January to September 2004, compared to R$ 66
million from January to September 2003), and the provision for losses from the Extraordinary Tariff Recomposition
(R$ 7 million and R$ 32 million in September 2004 and 2003, respectively).

Fuel Consumption Account (CCC)

CCC expenses were R$ 219 million from January to September 2004, compared to R$ 220 million from January to September 2003, a
reduction of 0.5%. This account refers to the costs of operating thermo-electric plants on Brazil s interconnected and
isolated systems, partitioned among electricity concessionaires through an ANEEL Resolution.

10
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Charges for Transmission Network Use

The expense for transmission network use charges was R$ 399 million from January to September 2004, compared to R$ 248 million
from January to September 2003, a variation of 60.9%. This expense refers to amounts owed by electricity generation
and distribution agents for use of the installations and components of the basic network defined by an ANEEL
Resolution. The variation is basically due to the 45.25% tariff adjustment on September 30, 2003, as per ANEEL
Resolution 307.

Gas Purchased for Resale

The purchase of gas for resale was R$ 216 million from January to September 2004, compared to R$ 126 million from January to
September 2003, an increase of 71.4%. This refers to the purchase of gas by GASMIG, with the variation occurring
basically to the increased volume of gas acquired; 601,476 thousand m3 from January to September 2004, compared
to 319,056 thousand m3 from January to September 2003, an 88.5% variation.

Energy Development Account (CDE

CDE expenses were R$ 165 million from January to September 2004, compared to R$ 78 million from January to September 2003, an
increase of 111.5%. Payments are defined through ANEEL Resolution. In fiscal year2003, the CDE expense only
affected results as of April that year, due to the pass-through to tariffs of the costsrelated to this expense. CDE
expenses prior to April 2003 were recognized as a regulatory asset in the Anticipated Expenses Account (CVA).

Financial Revenues (Expenses)

The financial result from January to September 2004 was a net financial expense of R$148 million, compared to a net financial expense of
R$ 501 million from January to September 2003. The main factors impacting the financial result are as follows:

Income from financial application from January to September 2004 of R$ 92 million, compared to R$ 57 million
from January to September 2003, an increase of 61.4%. This result is due to the greater volume of resources applied in
2004.

Income from monetary restatement and interest on accounts receivable from the State of Minas Gerais in the

amount of R$ 196 million from January to September 2004, compared to R$119 million from January to September
2003, net of the provision for losses, for an increase of 64.7%. This result is principally because of the variation in the

11
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IGP-DI, the index used in the contract, of 10.61% from January to September 2004, compared to 6.05% during the
same period in 2003.

Income from monetary variation and interest in the amount of R$ 62 million, due to actualization of the deferred
tariff adjustment from January to September 2004.

Reduction in the PASEP and COFINS values incident on financial revenues due to the R$ 33 million reversal in the
amounts provisioned in reference to the Extraordinary Tariff Recomposition. This reversal was because of a federal
law that eliminated charging the mentioned taxes on financial revenues.

Net gains from exchange rate variations from January to September 2004 in the amount of R$15 million, compared
to net gains of R$ 326 million from January to September 2003, basically due to loans and financing in foreign
currency. From January to September 2004, the real appreciated 1.06% against the U.S. dollar, compared to its
17.28% appreciation in the same period of 2003.

12
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From January to September 2003, reversal of the provision for devaluation to market value of National Treasury
Notes, indexed to the variation of the U.S. dollar in the amount of R$ 53 million. The National Treasury Notes were
sold in December 2003, and thus did not affect 2004 results.

Net losses from financial instruments in the amount of R$ 100 million from January to September 2004, compared
to net losses of R$ 26 million from January to September 2003, which occurred because of the greater volume of

hedge operations in 2004, and the devaluation of the U.S. dollar against the real in the third quarter of 2004.

Increase of R$59 million in the monetary variation of loans and financing, a function of the higher variation of the
IGP-M in 2004, which is the main index used for local-denominated debt.

The Company registered the allocation of interest on own capital in the amount of R$ 300 million as a substitute for
dividends in fiscal year 2004 as a financial expense.

Non-operating Result

The non-operating result from January to September 2004 was R$ 12 million, compared to R$ 24 million from January to September
2003, a 50.0% reduction. This result is principally due to the deactivation and sale of CEMIG fixed assets.

Income Tax and Social Contribution

From January to September 2004, CEMIG reported Income Tax and Social Contribution expenses of R$ 474 million in relation to income
of R$ 1,108 million, before taxes, a rate of 42.8%. The R$ 87 million provision for CRC losses is not deductible and
increased the tax rate. From January to September 2003, the Company reported Income Tax and Social Contribution
expenses of R$ 480 million in relation to income of R$ 1,292 million, before taxes, a rate of 37.1%.

CEMIG had a fiscal gain of R$ 102 million in 2004, a function of paying interest on own capital to its shareholders in substitution of the
minimum mandatory dividend for fiscal year 2004.

Investment Program

Through the third quarter 2004, the following plants became operational, raising CEMIG s installed generating capacity to 5,894 MW: the
Pai Joaquim thermoelectric plant (23MW), the Barreiro hydroelectric plant (12.9 MW), and the three turbines at the
Queimado Plant (105MW).

13
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Distribution
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Multi-year Investment Program

2003

341
70
42

288
17

758

114

872
69

941

* Values in constant currency of June 2004

* Values in millions of reais, realized through 3Q 04 in constant currency.

2004

427
106
58
272
80
943
58
1,001
80
1,081

3Q 04

277
63
14

184
16

554
55

609
16

625

2005

249
239
161
367
50
1,066
79
1,145
4

1,149

2006

108
308
186
355
39
996
76

1,072

1,076

2007

274
144
139
257

32
846

55
901

905

2008

297
260
156
248
30
991
53

1,044

1,048
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Financial Funding Policy

As a company focused on growth and adding value in the long-term interest of its shareholders, CEMIG s larger challenge is to finance the
expansion of its installed capacity in the segments in which it operates. As it is subject to restrictions due to its
conditions as a company partially owned by the state, CEMIG seeks creative alternatives to expand its access to the
investor market and reduce its average weighted cost of capital, which will result in sustained growth. Thus, the
strategy adopted by CEMIG has been, in addition to refinancing its debt, accessing the domestic and international
capital markets. To this end it has become necessary to pay adequate attention to credit quality indicators that are
followed not only by risk rating agencies, but also by creditors, by virtue of the covenants inserted in financing
contracts. Adequate credit quality signifies ample access to low-cost financing, which leverages project returns,
making them attractive from the shareholder s point of view.

The assumptions the Company uses for financial funding have been the following:

Taking advantage of favorable market conditions
Reducing exposure to foreign currency

Lengthening the debt profile

Debt Management

CEMIG s debt amortization profile is quite concentrated in the short-term (approximately 59% of the Company s debt matures in the next two
years), which, combined with the volume of investments forecasted (about R$ 1 billion/year), means pressure on the cash flow, and indication of
the need to obtain outside resources. On the other hand is the Company s significant operating cash generation (R$ 1,797 million in 2003 and R$
1,141 million in 2004) which, from a growth perspective, fulfills a relevant role in attending to investment needs and debt amortization.
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Funding Strategy in 2004

The management of funding seeks to achieve two objectives: to lengthen the Company s debt profile, and to reduce exposure to foreign
currency. These priority objectives are part of the general strategyto keep indebtedness at about 40% of capitalization,
and credit quality close to risk A classification.

The focus of rolling over debt in 2004 will be continued until the end of the year, and funds in the amount of R$ 1,331 million will be
raised for this purpose.

Through September more than R$ 800 million was raised, with the issue of 10-year debentures in the amount of R$ 230 million as a
highlight, and a long-term 4-year loan with ItaiBBA, in the amount of R$200 million.

In September of this year, in answer to an invitation to present loan proposals, a value of approximately R$ 1.5 billion was placed at
the disposal of CEMIG, a sign of the market s confidence in the Company s ability to manage its indebtedness. At the
time, CEMIG negotiated loans with five financial institutions (Banco do Brasil, Unibanco, ABN Amro Real, Credit
Suisse First Boston and ItaiBBA), in amounts of up to R$810 million each. This contracting, already approved by the
Board of Directors, will occur from October to December 2004, as CEMIG s financial obligations come due. The loan
package, with an average cost equal to the IGP-M + 10.32% per year, and an average four-year maturity will
satisfactorily contribute to lengthening the Company s debt profile and reducing exposure to foreign currency
(approximately 30% of total debt through the end of 2004).

2005-2006 Funding Plan

The Company is focused on a Funding Program as per the table below, that favors obtaining resources on the capital markets. Through
this Program the Company simultaneously seeks to lengthen its debt profile and create interest in its bonds that will
serve as reference for future funding.

Funding Resources 2004/2006

R$ Million June 2004 2004 2005 2006 Total
Debentures 230 217 1,053 1,500
Repricing Debt . 2001 0 460 460 920
Medium TermNotes 0 750 0 750
Debt Rollover 1,331 0
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