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Independent Auditor’s Report in the Financial Statements 

To the Board Members and Directors of 

Nova Ventos do Morro do Chapéu Energias Renováveis S.A. 

São Paulo - SP

Opinion 

We have audited the financial statements of Nova Ventos do Morro do Chapéu Energias 

Renováveis S.A. (“Company”), which comprise the statement of financial position as at 

December 31, 2017, the statements of profit or loss and other comprehensive income, changes 

in equity and cash flows for the year then ended, and notes, comprising significant accounting 

policies and other explanatory information. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 

financial position of the Nova Ventos do Morro do Chapéu Energias Renováveis S.A. as at 

December 31, 2017, and of its financial performance and its cash flows for the year then ended in 

accordance with Accounting Practices Adopted in Brazil. 

Basis for opinion 

We conducted our audit in accordance with Brazilian and International Standards on Auditing. Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the 
Audit of the Financial Statements section of our report. We are independent of the Company in 
accordance with the relevant ethical requirements included in the Accountant Professional Code of 
Ethics (“Código de Ética Profissional do Contador”) and in the professional standards issued by the 
Brazilian Federal Accounting Council (“Conselho Federal de Contabilidade”), and we have fulfilled 
our other ethical responsibilities in accordance with these requirements. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Responsibility of management for the financial statements 

Management is responsible for the preparation and fair presentation of the financial statements in 

accordance with Accounting Practices Adopted in Brazil and for such internal control as 

management determines is necessary to enable the preparation of financial statements that are 

free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company’s 

ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
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and using the going concern basis of accounting unless management either intends to liquidate 

the Company or to cease operations, or has no realistic alternative but to do so. 

Responsibilities of the auditors regarding the audit of financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error, and to issue an 

auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but 

is not a guarantee that an audit conducted in accordance with Brazilian and international standards 

on auditing will always detect a material misstatement when it exists. Misstatements can arise 

from fraud or error and are considered material if, individually or in the aggregate, they could 

reasonably be expected to influence the economic decisions of users taken on the basis of these 

financial statements. 

As part of an audit in accordance with Brazilian and international standards on auditing, we 

exercise professional judgment and maintain professional skepticism throughout the audit. We 

also: 

– Identify and assess the risks of material misstatement of the financial statements, whether

due to fraud or error, design and perform audit procedures responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The

risk of not detecting a material misstatement resulting from fraud is higher than for one

resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

– Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the Company’s internal control.

– Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by management.

– Conclude on the appropriateness of management’s use of the going concern basis of

accounting and, based on the audit evidence obtained, whether a material uncertainty exists

related to events or conditions that may cast significant doubt on the Company’s ability to

continue as a going concern. If we conclude that a material uncertainty exists, we are required

to draw attention in our auditors’ report to the related disclosures in the financial statements

or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the

audit evidence obtained up to the date of our auditors’ report. However, future events or

conditions may cause the Company to cease to continue as a going concern.

– Evaluate the overall presentation, structure and content of the financial statements, including

the disclosures, and whether the financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.
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We communicate with those charged with management among other matters, the planned scope 

and timing of the audit and significant audit findings, including any significant deficiencies in 

internal control that we identify during our audit.  

Florianópolis, March 31, 2018 

KPMG Auditores Independentes 

CRC SC-000071/F-8 

Claudio Henrique Damasceno Reis 

Accountant CRC SC-024494/O-1 



Nova Ventos do Morro do Chapéu Energias Renováveis S.A.

Balance sheets at December 31, 2017 and 2016

(In thousands)

Notes 2017 2016 Notes 2017 2016

Assets Liabilities

Current assets Current liabilities

Cash and cash equivalents 4 1,507 5,962 Suppliers 7 846 12,883 

Accounts receivable 5 2,129 3,104 Loans and financing 9 7,169 - 

Taxes to be offset 650 175 Debentures 8 - 113,513 

Advance to suppliers - 1 Other accounts payable 73 40 

Prepaid expenses 1,652 17 Provision for environmental compensation 600 600 

Taxes payable 1,283 929 

Total current assets 5,938 9,259 

Total current liabilities 9,971 127,965 

Non-current liabilities

Loans and financing 9 97,114 - 

Non-current assets Other non-current liabilities 1,321 - 

Restricted funds 4 8,555 - Advances for future capital increase 677 - 

Other noncurrent assets 830 - 

Property, plant and equipment 6 146,052 153,265 Total non-current liabilities 99,112 - 

Intangible assets 757 757 

Shareholders’ equity 10

Total non-current assets 156,194 154,022 Capital 62,068 38,782 

Accumulated losses (9,019) (3,466) 

Total shareholders’ equity 53,049 35,316 

Total assets 162,132 163,281 Total liabilities and shareholders' equity 162,132 163,281 

See the accompanying notes to the financial statements.
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Nova Ventos do Morro do Chapéu Energias Renováveis S.A.

Statements of income

Years ended December 31, 2017 and 2016

(In thousands)

Notes 2017 2016

Net operating income 12 23,979 6,744 

Generation cost 13 (10,487) (2,104) 

Gross income 13,492 4,640 

General and administrative expenses 14 (1,400) (2,330) 

Tax expenses (7) (26) 

Income (loss) before (expenses) financial income, net 12,085 2,284 

Financial income 593 130 

Financial expenses (17,264) (4,571) 

Financial income (loss) 15 (16,671) (4,441) 

Income (loss) before income and social contribution taxes (4,586) (2,157) 

Income tax 11 (636) - 

Social contribution 11 (331) - 

Loss for the year (5,553) (2,157) 

See the accompanying notes to the financial statements.
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Nova Ventos do Morro do Chapéu Energias Renováveis S.A.

Statements of comprehensive income

Years ended December 31, 2017 and 2016

(In thousands)

2017 2016

Loss for the year (5,553) (2,157) 

Other comprehensive income - -

Comprehensive income for the year (5,553) (2,157) 

See the accompanying notes to the financial statements.
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Nova Ventos do Morro do Chapéu Energias Renováveis S.A.

Statements of changes in shareholders’ equity

Years ended December 31, 2017 and 2016

(In thousands)

 Total 

Balances at December 31, 2015 32,852                   (7,469)                    (1,309)                    24,074                   

Subscribed capital 50,172                   (50,172)                  -                             -                             

Paid-up capital -                             13,400                   -                             13,400                   

Loss for the year -                             -                             (2,157)                    (2,157)                    

Balances at December 31, 2016 83,024                   (44,241)                  (3,466)                    35,317                   

Paid-up capital -                             23,285                   -                             23,285                   

Loss for the year -                             -                             (5,553)                    (5,553)                    

Balances at December 31, 2017 83,024                   (20,956)                  (9,019)                    53,049                   

See the accompanying notes to the financial statements.

Capital Capital to be paid-

up

Accumulated 

losses
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Nova Ventos do Morro do Chapéu Energias Renováveis S.A.

Statements of cash flows – Indirect method

Years ended December 31, 2017 and 2016

(In thousands)

2017 2016

Cash flows from operating activities

Income (loss) for the year before taxes (4,586) (2,157) 

Interest on financing and debentures 11,294 4,395 

Funding cost adequate to income (loss) 114 1,871 

Provision for reimbursement 498 - 

Depreciation 7,575 - 

Changes in assets and liabilities

Decrease (increase) in trade accounts receivable 975 40 

Decrease (increase) in taxes to be offset (475) (74) 

Decrease (increase) in prepaid expenses (1,635) 17 

Decrease (increase) in Other non-current assets (830) - 

Increase (decrease) in suppliers (12,037) (1) 

Increase (decrease) in other accounts payable 856 (3,104) 

Increase (decrease) in advance to suppliers 1 10,817 

Increase (decrease) in provision for environmental compensation - 600 

Increase (decrease) in tax liabilities (613) 619 

Net cash from operating activities 1,137 13,023 

Net cash used in investment activities

Investment in restricted funds (8,555) - 

Acquisition of property, plant and equipment (361) (26,318) 

Write-off of property, plant and equipment - 2,555 

Write-off of intangible assets - 705 

Net cash used in investment activities (8,916) (23,058)           

Net cash from by financing activities

Advances for future capital increase - PNC 677 - 

Paid-up capital 23,285 1,673 

Loans and financing 106,169 - 

Funding cost of loan (1,878) - 

Payment of interest and principal of loans and financings (9,450) - 

Payment of interest and principal of debentures (115,479) 13,400 

Net cash from by financing activities 3,324 15,073 

Increase in cash and cash equivalents (4,455) 5,038 

Statement of increase in cash and cash equivalents

At the beginning of the year 5,962 924 

At the end of the year 1,507 5,962 

Increase in cash and cash equivalents (4,455) 5,038 

See the accompanying notes to the financial statements.
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Notes to the financial statements 

(In thousands of reais) 

1 Operations 
The Company, with head offices at Tianguá Norte, State of Ceará, located at Rodovia BR 222, 

S/N, KM 337 - Zona Rural. It was founded October 15, 2010 as a privately-held corporation and 

according to Order 2.675 of October 5, 2016, it began commercial operations on October 6, 

2016 when the power produced by its generation units began to be available on the grid. 

The Company's business purpose: (i) exploration, on its own behalf or through interest in 

consortia or other companies, an electric power generation plant based on wind sources, known 

as Nova Ventos do Morro do Chapéu, in the manner permitted by law and by obtaining the 

respective concessions and authorizations; (II) the production and sale of electric power based 

on wind sources; and (iii) the acquisition, on both the Brazilian domestic market and on foreign 

markets as well, the equipment, goods and services required to such end. 

Nova Ventos do Morro do Chapéu has average installed capacity of 25.35 MW1. 

On December 31, 2017, the Company disclosed in the financial statements that it has current 

liabilities exceeding the current assets in the amount of R$4,033. According to management's 

estimates, this indebtedness will normally be settled with the future generation of cash by the 

Company or, if necessary, through financial contributions to be made by the controlling 

shareholders. 

2 Basis of preparation and main accounting policies 

2.1 Declaration of conformity 
The financial statements were prepared as the accounting practices adopted in Brazil, including 

the pronouncements issued by Accounting Pronouncement Committee (CPCs). 

The issue of financial statements was authorized by the Executive Board on March 31, 2018. 

2.2 Functional and presentation currency 
These financial statements are presented in thousands Reais, functional currency of the 

Company. All balances have been rounded to the nearest value, except otherwise indicated. 

2.3 Use of estimates and judgments 
The preparation of financial statements requires Management to make judgments, estimates and 

adopts assumptions that affect the application of accounting policies and the reported values of 

assets, liabilities, income and expenses. Actual results may differ from these estimates. 

Estimates and assumptions are reviewed on a continuous basis. Reviews of accounting estimates 

are recognized on a prospective basis. 

There are no critical judgments and uncertainties referring to adopted accounting policies that 

have effects on amounts recognized in financial statements. 

1 Information not audited by our independent auditors. 
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Information about critical judgment and uncertainties referring to the accounting policies 

adopted which impact the amounts recognized in the financial statements are included in the 

notes. 

2.4 Measuring basis 
The financial statements were prepared based on the historical cost. 

3 Significant accounting practices 

a. Financial instruments

(i) Non-derivative financial assets
The Company initially recognizes the loans and receivables and deposits on the date that they

are originated. All other financial assets are initially recognized on the date of the negotiation

under which the Company becomes a party to the contractual provisions of the instrument.

The Company fails to recognize a financial asset when the contractual rights to the cash flows of

the asset expire, or when the Company transfers the rights to reception of the contractual cash

flows on a financial asset in a transaction in which essentially all the risks and benefits of

ownership of the financial asset are transferred. Any interest in transferred financial assets that

is created or retained by the Company is recognized as a separate asset or liability.

Financial assets or liabilities are offset and the net amount reported in the balance sheet only

when the Company has a legally enforceable right to set off and there is intention to settle on a

net basis, or to realize the asset and settle the liability simultaneously.

The Company has the following non-derivative financial assets: loans and receivables.

Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments, but not quoted

on any active market. They are included in current assets, except those maturing at least 12

months after balance sheet date (these are classified as noncurrent assets). The Company’s loans

and receivables include cash and cash equivalents, accounts receivables and other accounts

receivable.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and financial investments with the original

maturity of three months or less as from the contracting date. Which are subject to an

insignificant risk of change in value and are used to manage short-term obligations.

(ii) Non-derivative financial liabilities
The Company initially recognizes subordinated liabilities on the date that they are originated.

All other financial liabilities are recognized initially on the negotiation date on which the

Company becomes a party to the contractual provisions of the instrument. The Company

derecognizes a financial liability when its contractual obligations are discharged or canceled or

paid.

The Company has the following non-derivative financial liabilities: suppliers.

Such financial liabilities are initially recognized at fair value plus any attributable transaction
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costs. After their initial recognition, these financial liabilities are measured at amortized cost 

using the effective interest method. 

b. Property, plant and equipment

(i) Recognition and measurement
Fixed assets are measured at their historical cost of purchase, formation or construction.

The cost includes expenditures that are directly attributable to the acquisition of assets. The cost

of assets built by the Company includes materials and direct labor, as well as any other costs

attributable to bringing the assets to the location and condition requires for them to operate in

the manner intended by Management, costs for dismantling and restoration of the site where

they are located, and Loan costs on qualifiable assets.

When parts of a property, plant and equipment item have different useful lives, they are

accounted for as separate items (major components) of property, plant and equipment.

(ii) Depreciation
Depreciation is calculated on the depreciable values, which is the cost of an asset, or other

amount that substitutes cost, less residual values.

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful

lives of each component of an item of property, plant and equipment, as this method is that

more closely reflects the pattern of consumption of future economic benefits embodied in the

asset. Land is not depreciated. The rates used are in accordance with the Guideline for Equity

Control of the Electric Power Industry ("MCPSE"), approved by Regulatory Resolution

674/2015 of ANEEL (Brazilian Electricity Regulatory Agency).

The depreciation methods, useful lives and residual values will be reviewed at each end of

financial year and potential adjustments will be recognized as a change in accounting estimates.

Computer and data processing equipment 10 years 

Vehicles  5 years 

Transmission lines 20 years 

Wind turbine towers 20 years 

Civil construction 20 years 

c. Impairment

(i) Financial assets (including receivables)
A financial asset not measured at fair value through profit or loss is assessed at each reporting

date for objective evidence of impairment loss. An asset is impaired when there is objective

evidence that a loss event has occurred after the initial recognition of the asset, and that such

loss event had a negative effect on the projected future cash flows of that asset that can be

reliably estimated.

Objective evidence that financial assets are impaired can include default or delinquency by a

debtor, restructuring of the amount due to the Company on terms that it would not consider

otherwise, indication that the debtor or issuer will file for bankruptcy, or disappearance of an

active market for a security.

For loans and receivables, the Company considers as evidence of impairment. All significant
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loans and receivables are evaluated regarding an specific amount. Receivables that are not 

individually significant are assessed on an aggregate basis in relation to impairment by grouping 

the notes with similar risk characteristics. 

(ii) Non-financial assets
The book values of non-financial assets of the Company are reviewed at each reporting date to

determine whether there is evidence of impairment. If such indication exists, the asset's

recoverable value is estimated.

d. Intangible assets

(i) Intangible assets
Intangible assets acquired by the Company with finite useful lives are carried at cost, less

accumulated amortization and any accumulated impairment losses.

(ii) Research and development
Research and development expenditures are recognized in income (loss) as incurred.

Expenditures with development are capitalized only if development costs can be reliably

measured, if the project is technically and commercially feasible, if the future economic benefits

are likely, and if the Company has the intention and sufficient resources to complete the

development of the project and use or sell the asset. Other development expenses are recognized

in the income (loss) as incurred. After the initial recognition, capitalized development

expenditures are measured at cost less accumulated amortization and any accumulated

impairment losses. Intangible assets with defined useful life are amortized over the term of the

grant concession.

(iii) Write-off of intangible assets
An intangible asset is derecognized on disposal, or when no future economic benefits are

expected from use or disposal. Gains or losses arising from derecognition of an intangible asset,

measured as the difference between net disposal proceeds and the book value of the asset, and

are recognized in profit or loss when the asset is derecognized.

e. Current income and social contribution taxes
Income tax and social contribution for the year are calculated based on estimated income.

Deemed profit
Calculated based on the assumption of income on gross income, at the rates of 8% for electric

power generation. The rates for taxable income are incurred on net income assumption. These

rates are: 15%, plus a 10% surtax on taxable income exceeding R$240 (Annual Basis) from

income tax and a 9% surtax on taxable income from social contribution.

f. Operating income
Operating income The income is measured at fair value of the counterparty received or

receivable, less any taxes and any discounts and contributions levied on it. The income from

sales of electric power and services is recognized when: (i) it is likely that the economic benefits

related to the transactions will accrue to the Company. (ii) the amount of the income can be

reliably estimated; (iii) the risks and benefits related to the sale were transferred to the buyer;

(iv) costs incurred or to be incurred in connection with the transaction can be reliably measured;

(v) and the Company no longer holds control and responsibility for the electric power sold.

Income includes the amount received with the sale of electricity. 
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g. Financial income and expenses
Financial income includes interest income on financial investments and active interest from the

Company’s rights. Interest income is recognized in income (loss) under the effective interest

method.

Financial expenses include interest expenses on loans and costs of loans and debentures that are 

not directly assigned to the acquisition, construction or production of a qualifying asset, 

measured in the loss or profit using the effective interest method. 

h. New standards and interpretations
Several new standards will become effective for the years started after January 1, 2018. The

Company did not adopt these changes for preparation of these financial statements. The

following standards are expected to not have a significant impact on the financial statements of

the Company in the period of initial adoption.

(i) Standards effective as of January 1, 2018
The Company is required to adopt CPC 47 Revenues from Contracts with Customers and CPC

48 Financial Instruments as of January 1, 2018. The Company has already made a preliminary

study of the estimated impacts on its financial statements and, based on its evaluation, it

considers that there are no significant impacts. The estimated impact of adopting these new

standards is based on evaluations carried out up to the issue date of these financial statements,

and the actual impacts of adopting the new accounting policies are subject to change until the

Company presents its first financial statements that include date of initial adoption.

CPC 47 - Revenue from Contracts with Customers 

CPC 47 introduces a comprehensive framework to establish if and when an income is 

recognized, and how the income is measured, replacing the current standards of income 

recognition, including CPC 30 (IAS 18) Income. The new CPC establishes the following five 

steps to recognize an income: 

1. Identify the contract with the client

2. Identify the performance obligations in the contract

3. Establish the price of the transactions

4. Allocate the price of the transaction to the performance obligations

5. Recognize the income when the performance obligations are met

All the energy produced by the Company is sold through a Power Purchase Agreement – PPA 

and Agreements for Electricity Trading in the Regulated Environment – CCEAR. All the 

Company’s agreements have similar characteristics, described below: (i) Monthly amounts of 

electric power per MWh, i.e., the Company has the obligation to deliver the contracted energy 

to its clients; (ii) Fixed prices for the electric power per MWh for the term of the agreement; (iii) 

The performance obligations are met monthly, since this is how the agreements are signed and 

controlled; (iv) The Company has no history of non-payment, i.e., the receipt of the 

consideration for the performance obligation is not affected due to credit risk. 

Accordingly, based on the characteristics of the agreements described above, the Company 

understands that its performance obligations can be monthly identified, priced and fulfilled, 

which leads the Company to understand that there will be no significant impacts on the 

recognition of income as of the effective date of the new CPC. 
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CPC 48 - Financial instruments 

CPC 48 Financial Instruments establish requirements to recognize and measure financial assets, 

financial liabilities and some contracts for the purchase or sale of non-financial items. This 

standard replaces CPC 38 / IAS 39 – Financial instruments:  Recognition and measurement.  

As described in item (a) of this note, the Company has the following financial instruments: 

 Non-derivative financial instruments: Loans and receivables; and

 Non-derivative financial liabilities: Other financial liabilities.

In addition, as described in note 17, the credit risk is assessed as low by the Company due to its 

the payment history of its clients and given the fact of being a regulated activity. 

Accordingly, based on its evaluation, the Company understands that the new classification and 

measurement requirements will not have a significant impact on its financial statements. 

(ii) Standards effective as of January 1, 2019

IFRS 16 Leases

IFRS 16 replaces the current lease standards, including CPC 06 (IAS 17) Commercial Lease

Operations and ICPC 03 (IFRIC 4, SIC 15 and SIC 27) Complementary Aspects of Commercial

Lease Operations.

The standard is effective in years starting on or after January 1, 2019. The early adoption is only

permitted for financial statements in accordance with IFRSs and only to entities that adopt IFRS

15 Income from Contracts with Clients on or before the date of early adoption of IRF 16.

However, the Company did not go through with the early adoption.

4 Cash, cash equivalents and restricted funds

a) Cash and cash equivalents

2017 2016 

Banks  11  2,681 

Interest earning bank deposits (*)  1,496  3,281 

Total 1,507 5,962 

(*) These refer to investments in Bank deposit certificates at the banks Santander, Citibank and Pine featuring 

immediate liquidity, readily convertible into cash and subject to insignificant risk of change in value, with rates of 

65% Compromised relating to the Santander investments, 98% of the Brazilian Certificate of Interbank Deposit (CDI) 

rate relating to the Banco Pine investments and 97% of the CDI rate referring to the Citibank investments. 

b) Restricted funds
There are also the amounts invested in restricted funds that are part of the financing agreements

signed with BNDES (National Bank of Economic and Social Development) (Debt Reserve and

O&M Reserve), in which the financing Bank required the reserve of three installments updated
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on the amount of the last amortization and ¼ of the annual amount payable on the Operation and 

Maintenance agreements. Such funds are classified under non-current assets. 

 Consolidated 

Restricted funds 12/31/2017 

Centralizer 
 2,000 

O&M Reserve (1/4)  251 

BNDES Debt Reserve (3x)  4,109 

Special reserve  2,195 

Total  8,555 

5 Accounts receivable 
2017 2016 

Provision for Energy  2,129  2,989 

Comerc Comercializadora de Energia Elétrica Ldta  -    115 

Total  2,129  3,104 

Provisions are related to energy generated in December 2017, which will be billed in January 

2018. 
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6 Property, plant and equipment

Changes in property, plant and equipment 

Balance at 

  Acquisitions Transfers Write-off Depreciation 

Balance at 

01/01/2017 12/31/2017 

Environmental compensation 705    -  -    -  -   705  

Data equipment and 

processing 1    -  -    -  -   1  

Transmission lines in service 442    -  -    -  (22) 420  

Wind Power Generation 

Towers 103,739  196    -  -  (5,250) 98,685  

Civil work in service 48,379  165    -  -  (2,303) 46,241  

Total 153,265  361  -   -   (7,575) 146,052  

Balance at 

Acquisitions Transfers Write-off Depreciation 

Balance at 

12/31/2015 12/31/2016 

Construction in progress (a)  16,148   -   (13,593)  (2,555)   -   -   

Transmission lines  296   143  (439)   -   -    -   

Advance to supplier (b)  97,076   -   (97,076)   -   -    -   

Financial charges (c)  5,305   12,684  (17,989)   -   -    -   

Environmental compensation  -    705   -   -    -    705  

Data equipment and 

processing  -    1   -   -    -    1  

Transmission lines in service  -    9   439   -   (6)   442  

Wind Power Generation 

Towers - 16,290  88,761   -   (1,312)   103,739  

Civil work in service  -    9,035  39,897   -   (553)   48,379  

Total 118,825    38,867  - (2,555) (1,871)  153,265  

(a) The amounts recorded in this account refer to wind farm equipment.

(b) The advances result from the acquisition of turbines and other equipment related to the wind farm from suppliers.

The financial charges for financing directly attributable to the assets under construction have been capitalized and included in the costs of such fixed 

assets. The respective capitalization is finished when all the activities required for putting the asset into use are substantially concluded. Other costs of 

loans are recognized as expenses in income (loss) for the year.
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7 Suppliers 
2017 2016 

Casa dos Ventos Energias Renováveis S/A  -    69 

Ge Water e Process Technologies do Brasil Ltda. (a)  -    12,727 

General Eletric Energy do Brasil  278  - 

Sundry suppliers  568  87 

Total  846  12,883 

(a) GE Water e Process Technologies is the main supplier relating to the acquisition of turbines.

8 Debentures

The Company settled its debentures in full in February 2017.

Interest rate 2016 

Debentures (a) 3% p.a. + DI rate  113,513 

Total  113,513 

(a) The Company has a private instrument agreement for the deed of issuance of simple, non-convertible debentures in

cash with real guarantee and additional guarantee, in a single series, for public distribution with restricted distribution

efforts, recognized by the contracting amounts, plus agreed charges, which include interest and inflation adjustment.

The Debentures fall due in a single installment on February 13, 2017.

9 Loans and financing
Interest rate 2017 

Financing (a) 2.88% p.a. + TJLP  104,283 

Total  104,283 

Current  7,169 

Non-current  97,114 

(a) On February 10, 2017, there was the first disbursement related to the financing agreement, through opening the credit

line 16.2.0752.1, between BNDES and Nova Ventos do Morro do Chapéu Energias Renováveis S.A, signed on

January 19, 2017, in the total amount R$106,169,000.

(b) The debt principal is subject to interest charges at the rate of 2.88% p.a., plus the Long-Term Interest Rate - TJLP, as

disclosed by the Central Bank of Brazil. When the TJLP is higher than 6% p.a., the excess amount is to be capitalized

and incorporated into the principal.

Covenants

The Company contracted credit facilities and bank guarantees with restrictive clauses on certain

conditions to be fulfilled, such as, without limitation:

(a) Lack of an award-making decision handed down on account of the practice of acts or by any

beneficiaries, which imply child labor, slave labor or crime against the environment;
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(b) Inclusion in the by-laws or articles of association of any of beneficiaries, or of companies that

controls it, of provisions that restrict payment capacity of financial obligations resulting from

such operation;

(c) Organization, without prior authorization from BNDES, of a pledge or lien on any rights,

including credit receivables, arising from the project;

(d) The nonrenewal, cancellation, revocation, intervention, termination or suspension, for more than

30 (thirty) days, of the permits and licenses, including the environmental licenses and those

granted by MME (Brazilian Ministry of Mines and Energy) and ANEEL (Brazilian Electricity

Regulatory Agency), required to construct, operate and maintain the project;

(e) Change in the direct or indirect effective control of any of the beneficiaries, without the express

prior consent of BNDES; and

(f) Change in the purpose and scope of the project without the prior written consent of BNDES;

(g) Keep the consolidated Debt Service Coverage Ratio of the parent company Ventos de São Jorge

Holding, calculated annually, equal to or greater than 1.3 times, required as of the year 2018.

Failure to comply with these conditions may imply early maturity of the debts and/or fines. The

Company has been complying with the covenants for the year 2017.

10 Shareholders’ equity
The subscribed capital is of R$ 83,024 in 2017 and (same as in 2016) and is represented by

83,024 nominative and common shares with no par value.

The amount of capital paid in during 2017 amounted to R$ 23,285, with the amount of

R$ 20,956 still to be paid in.

11 Income and social contribution taxes
As of December 31, 2017, the current Corporate Income Tax (IRPJ) and Social Contribution on

Net Income (CSLL) was R$ 636 and R$ 331, respectively.

12 Net operating income
The Company started up its operations on September 28, 2016, and thus began recording

income as from this period.

2017 2016 

Gross income    24,781     7,150 

Electric power - Own generation     23,841       7,150 

Electricity - Resale    275      -   

Other income    665      -   

Deductions from income  (802)       (406) 

PIS   (143)    (71) 

COFINS   (659)  (325) 

ICMS       -      (10) 

Total    23,979     6,744 
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13 Generation cost 

2017 2016 

Transmission and connection charges    (1,346)      (246) 

Outsourced services  (312)      -   

Maintenance expense  (565)      -   

Electricity purchase  (105)      -   

Depreciation    (7,575)  (1,647) 

Lease and rental    (52)      -   

Personnel cost  (103)      (211) 

Insurance  (134)      -   

Process engineering and management O&M GE  (226)      -   

Inspection fee - ANEEL    (69)      -   

Total       (10,487)   (2,104) 

14 Operating expenses 

2017 2016 

Services rendered to legal entity  -  (128) 

Advisory and services  (1)  (143) 

Donations, contributions and subsidies  -  (38) 

Sundry expenditures  (1,180)  (115) 

Depreciation  -  (208) 

Sharing of expenses  (94)  (598) 

Fees and emoluments  (17)  - 

Legal expenses, court fees and publications  (70)  - 

Rental of machinery and equipment  (2)  - 

Expenses with environmental licenses  -  (541) 

Maintenance expenses  -  (254) 

Recovery of expenses  - - 

Notarial expenses  (16)  - 

Electric power  (20)  - 

Insurance  -  (305) 

 Total  (1,400)  (2,330) 
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15 Net financial income (expenses) 

2017 2016 

Income from financial investments  554  128 

Discounts obtained  -  2 

Other income  39  -   

 593  130 

Interest paid  (1,868)  -   

IOF  (1,970)  -   

Bank fees  (10)  (14) 

Fines  (11)  (25) 

BNDES interest  (9,237)  -   

Interest, commissions and other bank expenses  (2,204)  (137) 

Interest on debentures - Santander  (833)  (1,857) 

Interest on debentures - Bradesco  (792)  (1,765) 

Interest on debentures - Pine  (339)  (773) 

Total  (17,264)  (4,571) 

Net financial income (expenses)  (16,671)  (4,441) 

16 Related party transactions 
As of December 31, 2017 and 2016, the main balances of assets, liabilities as well as the 

transactions that influenced the income (loss) for the years, result from transactions of the 

Company, which are described below: 

2017 2016 

Liabilities 

Supplier  

  Echo Holding 1 S.A. (former Casa dos Ventos Energias Renováveis S.A.)  -    69 

Other accounts payable 

  Echo Holding 1 S.A. (former Casa dos Ventos Energias Renováveis S.A.)  -    40 

Total  -    109 

Income (loss) 

Sharing expenses (a) 

   Echo Holding 1 S.A. (former Casa dos Ventos Energias Renováveis S.A.)  94  598 

Total 
 ´  

 94  598 

(a) The Company has expenses in the amount of R$ 94 (R$ 598 in 2016) resulting from the expense sharing agreement

signed with Casa dos Ventos Energias Renováveis S.A.
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17 Financial instruments 
The main financial instruments hired with third parties are detailed below: 

a. Fair value of financial instruments

2017 2016 

 Book value  Market value  Book value Market value 

Cash and cash equivalents 1,507 1,507  5,962 5,962 

Restricted funds 8,555 8,555 - - 

Suppliers  846 846  12,883 12,883 

Financings  104,283 104,283  -   -   

Issued debentures  -   -    113,513 113,513 

Total  115,191 115,191     132,358 132,358 

b. Exposure to liquidity risk
The following are the contractual maturities of financial liabilities remaining on the reporting

date. These amounts are gross and not discounted and include estimated interest payments and

exclude the impact of netting agreements:

Contractual cash flows 

December 31, 2017 

Book value 

Up to 12 

months 

1–2 2–5 >5

years years years 

Suppliers and other accounts 

payable 2,240 919 1,321 -   -   

Financings 104,283 7,169 14,338 28,676 54,100 

Total 106,523 8,088 15,659 28,676 54,100 

December 31, 2016 Book value 

Up to 12 

months 

1–2 2–5 >5

years years years 

Suppliers and other accounts 

payable 12,883 12,883 - - - 

Issued debentures 113,513 113,513 - -  - 

Total 126,396 126,396 -   -   -   
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c. Financial instruments by category

2017 2016 

Loans and 

receivables 

Other financial 

liabilities 

Loans and 

receivables 

Other financial 

liabilities 

Financial assets: 

Cash, cash equivalents and 

restricted funds 
 10,062  -   5,962  - 

Accounts receivable  -  -   -  - 

Financial liabilities: 

Suppliers  -   846  -  12,883 

Financings  -  104,283 - - 
Debentures  -  -  - 113,513 

d. Risk management
Management is responsible for the establishment and supervision of the Company's risk

management structure. The risk management policies are established to identify, analyze and

establish appropriate limits and controls, and to monitor risks and adherence to the limits.

(i) Operating risk
Operating risk is related to the interruption of part or all of the expected supply related to the

wind farm.

The Company’s Management has agreements with key suppliers in the market to mitigate

possible operating risks.

(ii) Credit risk
Balance credit risk in banks and financial institutions is administered by the Company’s

Treasury Department in accordance with the policy established. Surplus funds are only invested

in financial institutions which were authorized and approved by the controllership, co-signed by

the Executive Board, pursuant to credit limits established, which are established in order to

mitigate financial losses in case of possible bankruptcy of a counterparty.

(iii) Liquidity risk
Liquidity risk is the risk of the Company encountering difficulties in performing the obligations

associated with its financial liabilities that are settled with cash payments or with another

financial asset.

The Company's approach in liquidity management is to guarantee, as much as possible, that it

always has sufficient liquidity to perform its obligations upon maturity, under normal and stress

conditions, without causing unacceptable losses or with a risk of sullying the Company's

reputation.

The Company has financial assets represented by cash that result directly from the payments

made by the shareholders. The Company does not make any speculative investments in

derivatives or any other risk assets.

As of December 31, 2017 and 2016, the Company does not have financial exposures linked to

foreign currency.
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The construction agreements signed by the Company related to CapEx (Capital Expenditure) are 

in local currency and therefore, there is no exposure to exchange-rate change in these 

transactions. 

(iv) Market risk
Market risk is the risk that alterations in market prices, such as exchange, interest rates, and

prices of shares, have in the Company's earnings, or in the value of its holdings of financial

instruments. The objective of market risk management is to manage and control exposures to

market risks according to acceptable parameters and optimize the return at the same. The

Company’s Management does not invest in financial assets that may generate significant

fluctuations in its market prices.




