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NON-RATING ACTION COMMENTARY

Acquisition of Atlas Renovaveis Does Not Affect Engie Brasil’s Ratings

Tue 31 Oct, 2023 - 4:17 PM ET

Fitch Ratings-Rio de Janeiro-31 October 2023: Fitch Ratings views the acquisition of Atlas Renovaveis as neutral to the credit

quality of Engie Brasil Energia S.A. (Engie Brasil). Fitch currently rates Engie Brasil’s Long-Term Foreign and Local Currency

Issuer Default Ratings (IDRs) 'BB+' and 'BBB-', respectively, and National Scale Rating 'AAA(bra)'. The Rating Outlook is Stable.

On Oct. 30, 2023, Engie Brasil announced the signing of a binding agreement for the acquisition of 100% of Atlas Energia

Renovavel do Brasil S.A. and Atlas Brasil Energia Holding 2 S.A.’s (jointly denominated Atlas Renovaveis) shares held by the GIP

Helios II S.A. The enterprise value of BRL3.2 billion comprises a disbursement of BRL2.3 billion for the equity and Atlas

Renovaveis's net debt of BRL971 million on the date of the announcement. The closing of the transaction and cash

disbursement should occur by 1Q24, following regulatory approvals.

The transaction is in line with Engie Brasil's growth strategy through renewables sources and will increase Engie Brasil’s assets

diversification and revenues predictability. The group will add capacity in the operational phase, with long-term power

purchase agreements (PPAs), mostly under the regulated market with attractive prices. The acquisition, which should be

supported by a combination of its cash balance and debt issuance, will require greater discipline from Engie Brasil in managing

its leverage, which still remains below the rating trigger of 3.5x for a downgrade. Fitch estimates that the acquisition will result

in a net leverage of 3.4x in 2024, which is 0.3x above previous expectations.

Atlas assets comprise five solar complexes fully operational with 545MWac in installed capacity, commercial capacity of 145

average MW and energy sales of 142 average MW. Commercial capacity of 65% was sold in the regulated market with PPAs

maturing from 2037 to 2041, while the remaining 35% have PPAs within the unregulated market from 2024 to 2042. The new

assets will increase Engie Brasil's current installed capacity by 7%, to 8.7GW. Atlas’ EBITDA should reach around BRL300

million in 2024, representing approximately 5% of the BRL6.3 billion estimated to Engie Brasil for the year.

Fitch believes Engie Brasil has proven financial flexibility and that the disbursement for the acquisition will represent a

manageable liquidity effort. At the end of June 2023, the group had a cash position of BRL4.8 billion and short-term debt of

BRL2.1 billion. Consolidated net debt was BRL14.7 billion, and should increase by 22% with the acquisition.
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fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,

publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in

connection with any registration statement filed under the United States securities laws, the Financial Services and Markets

Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of

electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier than to

print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license

(AFS license no. 337123) which authorizes it to provide credit ratings to wholesale clients only. Credit ratings information

published by Fitch is not intended to be used by persons who are retail clients within the meaning of the Corporations Act

2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating

Organization (the 'NRSRO'). While certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as

such are authorized to issue credit ratings on behalf of the NRSRO (see https://www.fitchratings.com/site/regulatory), other

credit rating subsidiaries are not listed on Form NRSRO (the 'non-NRSROs') and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit

ratings issued by or on behalf of the NRSRO.
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