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Independent Auditor’s Report on the Individual and 
Consolidated Financial Statements 

 

To the Board Members and Directors of 

Ventos de São Jorge Holding S.A. 

São Paulo - SP 

 

Opinion 

We have audited the individual and consolidated financial statements of Ventos de São Jorge 

Holding S.A. (“Company”), respectively referred to as Parent Company and Consolidated, 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 individual and consolidated financial statements present fairly, in 

all material respects, the individual and consolidated financial position of the Ventos de São Jorge 

Holding S.A. as at December 31, 2017, and of its individual and consolidated financial performance 

and its individual and consolidated 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 Individual and Consolidated Financial Statements section of our report. We are 
independent of the Company and its subsidiaries 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. 
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Key audit matters  

Key audit matters are those matters that, in our professional judgment, were of most significance 

in our audit of the individual and consolidated financial statements of the current period. These 

matters were addressed in the context of our audit of the individual and consolidated financial 

statements as a whole, and in forming our opinion thereon, and we do not provide a separate 

opinion on these matters. 

Recognition and measurement of fixed assets in the consolidated financial statements 

See Notes 3d and 8 of the individual and consolidated financial statements 

Key audit matters How our audit addressed this matter 

On December 31, 2017, the Company and its 

subsidiaries recorded R$751,986 related to 

fixed assets in the consolidated financial 

statements. These assets are measured at 

historical cost of acquisition or construction, 

and the most important elements are: (i) 

Electric power generation towers; and (ii) Civil 

construction works. Depreciation of these 

items 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. Since these assets are 

the most relevant elements of the consolidated 

financial statements, directly influencing the 

operating result and, therefore, the net equity, 

we have considered this a significant matter in 

our audit of the individual and consolidated 

financial statements.  

Our audit procedures included, among others, 

the evaluation of the accounting policies adopted 

by the Company and its subsidiaries to recognize 

and measure the fixed assets. In addition, we 

obtained the changes in fixed assets throughout 

2017, and, compared them with the book 

balances. We also recalculated the depreciation 

based on the useful lives, estimated in 

accordance with the Equity Control Guide of the 

Electric Power Industry (“MCPSE”), comparing 

the result of the recalculation with the 

accounting balances. Finally, we obtained the 

analysis of the Company and its subsidiaries on 

the existence of indicators for the impairment of 

their cash generating units (“CGUs”), and we 

evaluated if the information used for such 

valuation was reasonable and consistent. 

We also evaluated adequacy of disclosure made 

in financial statements. 

Based on the evidence obtained through the 

procedures summarized above, we have 

considered that the recognition and 

measurement of fixed assets, as well as related 

statements, are acceptable under the individual 

and consolidated financial statements taken as a 

whole, for the year ended on December 31, 

2017. 

Responsibility of management for the individual and consolidated financial statements 

Management is responsible for the preparation and fair presentation of the individual and 

consolidated 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 
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financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the individual and consolidated 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 and using the going concern basis of accounting unless management 

either intends to liquidate the Company and subsidiaries or to cease operations, or has no realistic 

alternative but to do so. 

Auditors’ responsibilities for the audit of the individual and consolidated financial statements 

Our objectives are to obtain reasonable assurance about whether the individual and consolidated 

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 individual and consolidated 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 and subsidiaries 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 and subsidiaries 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 individual and consolidated 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 and subsidiaries 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 individual and consolidated financial statements represent the 

underlying transactions and events in a manner that achieves fair presentation. 

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Group to express an opinion on the consolidated financial statements.  

We are responsible for the direction, supervision and performance of the group audit.  We remain 

solely responsible for our audit opinion. 
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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. 

We also provide those charged with management with a statement that we have complied with 

relevant ethical requirements regarding independence, and communicate with them all 

relationships and other matters that may reasonably be thought to bear on our independence, and 

where applicable, related safeguards. 

From the matters communicated with those charged with management, we determine those 

matters that were of most significance in the audit of the individual and consolidated financial 

statements of the current period and are therefore the key audit matters. We describe these 

matters in our auditors' report unless law or regulation precludes public disclosure about the matter 

or when, in extremely rare circumstances, we determine that a matter should not be 

communicated in our report because the adverse consequences of doing so would reasonably be 

expected to outweigh the public interest benefits of such communication. 

Florianópolis, March 31, 2018 

KPMG Auditores Independentes 

CRC SC-000071/F-8 

Claudio Henrique Damasceno Reis 

Accountant CRC SC-024494/O-1 



Ventos de São Jorge Holding S.A.

Balance sheets at December 31, 2017 and 2016

(In thousands of reais)

Notes Notes

Assets 2017 2016 2017 2016 Liabilities 2017 2016 2017 2016

Current assets Current liabilities

Cash and cash equivalents 4 8              1,624       5,240       28,667     Suppliers 9 103          32            4,301       56,785     

Accounts receivable 6 -               1              12,732     15,288     Loans and financing 11 -               -               36,654     -               

Recoverable taxes 5 511          442          3,831       1,517       Debentures 10 -               -               -                  601,683   

Operational warehouse -               -               6              -               Final obligations 12 -               1              7,180       5,317       

Other accounts receivable 50            -               233          -               Social charges and labor legislation obligations -               -               74            114          

Prepaid expenses -               -               7,787       87            Environmental compensation 13 -               -               3,168       3,217       

Other current liabilities -               -               1,302       -               

Total current assets 569          2,067       29,829     45,559     

Total current liabilities 103          33            52,679     667,116   

Non-current assets

Other noncurrent assets -               -               9,903 -               Non-current liabilities

Restricted funds 4 -               -               47,445 -               Loans and financing 11 -               -               496,406   -               

Advance for future capital increase in subsidiaries 2,042       -               -               -               Debentures (short-term) 10 48,143     -               48,143     -               

Investments 7 279,427   170,067   -               -               Other non-current liabilities -               -               14,735     -               

Property, plant and equipment 8 9              10            751,986   787,072   

Intangible assets 4              3              6,605       6,599       

Total non-current liabilities 48,143     -               559,284   -               

Total non-current assets 281,482   170,080   815,939   793,671   

Shareholders’ equity 14

Capital 275,736   185,330   275,736   185,330   

Accumulated losses (41,931)    (13,216)    (41,931)    (13,216)    

Total shareholders’ equity 233,805   172,114   233,805   172,114   

Total assets 282,051   172,147   845,768   839,230   Total liabilities and shareholders' equity 282,051   172,147   845,768   839,230   

See the accompanying notes to the financial statements.

Parent company Consolidated Parent company Consolidated
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Ventos de São Jorge Holding S.A.

Statements of income

(In thousands of reais)

Notes

2017 2016 2017 2016

Net operating income 16 -                       -                       125,555           35,463             

Operating costs 17 -                       -                       (56,662)            (10,740)            

Gross income -                       -                       68,893             24,723             

Equity in income of subsidiaries and associated companies 7 (24,942)            (8,144)              -                       -                       

Administrative and general expenses 18 (482)                 (906)                 (6,282)              (12,494)            
Other operating expenses (10)                   -                       (81)                   2,024               

Net income (loss) before net financial income (expenses) (25,434)            (9,050)              62,530             14,253             

Financial income 19 136                  1,060               3,265               1,539               

Financial expenses 19 (3,416)              (25)                   (89,337)            (23,807)            

Financial income (loss) (3,280)              1,035               (86,072)            (22,268)            

Income/Loss before income and social contribution taxes (28,714)            (8,015)              (23,542)            (8,015)              

Income tax 15 (1)                     -                       (3,405)              -                       
Social contribution 15 -                       -                       (1,768)              -                       

Income (loss) for the year (28,715)            (8,015)              (28,715)            (8,015)              

See the accompanying notes to the financial statements.

Parent company

Years ended December 31, 2017 and 2016

Consolidated
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Ventos de São Jorge Holding S.A.

Statements of income

Years ended December 31, 2017 and 2016

(In thousands of reais)

2017 2016 2017 2016

Income (loss) for the year (28,715)            (8,015)              (28,715)            (8,015)              

Other comprehensive income -                      -                      -                      -                      

Comprehensive income for the year (28,715)            (8,015)              (28,715)            (8,015)              

See the accompanying notes to the financial statements.

Parent company Consolidated
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Ventos de São Jorge Holding S.A.

Statements of income

Years ended December 31, 2017 and 2016

(In thousands of reais)

Balances at December 31, 2015 158,100             -                       (5,201)                  152,899           

Subscribed capital 40,000               (40,000)            -                           -                       

Paid-in capital -                        27,230             -                           27,230             

Loss for the year -                        -                       (8,015)                  (8,015)              

Balances at December 31, 2016 198,100             (12,770)            (13,216)                172,114           

Capital subscription 101,900             (101,900)          -                           -                       

Paid-up capital -                        90,406             -                           90,406             

Income (loss) for the year -                        -                       (28,715)                (28,715)            

Balances at December 31, 2017 300,000             (24,264)            (41,931)                233,805           

See the accompanying notes to the financial statements.

 Capital 

Accumulated 

losses

Shareholders’ 

equityCapital

Capital to be 

paid-up
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Ventos de São Jorge Holding S.A.

Statements of income

Years ended December 31, 2017 and 2016

(In thousands of reais)

2017 2016 2017 2016

Cash flows from operating activities

Loss for the year (28,714)           (8,015)              (23,542)           (8,015)              

Depreciation and amortization 1                      -                       38,996             10,382             

Equity in income of subsidiaries and associated companies 24,942             8,144               -                       -                       

Interest on debentures 3,143               -                       13,407             23,293             

BNDES interest -                       -                       47,474             -                       

Funding cost adequate to income (loss) -                       -                       705                  -                       

Provision for reimbursement -                       -                       5,793               -                       

Changes in assets and liabilities

Decrease (increase) in taxes to offset (50)                   (293)                 (2,314)              (815)                 

Increase (decrease) in advance to suppliers -                       -                       (239)                 (28)                   

Decrease (increase) in trade accounts receivable 1                      -                       2,556               (166)                 

Increase (decrease) in other accounts receivable -                       (1)                     (9,903)              (15,085)           

Decrease (increase) in prepaid expenses (70)                   -                       (7,700)              76                    

Increase (decrease) in suppliers 71                    31                    (52,484)           45,566             

Increase (decrease) in tax liabilities (1)                     (11)                   (3,310)              3,603               

Increase (decrease) in social security and labor obligations -                       -                       (40)                   87                    

Increase (decrease) in the provision for environmental compensation -                       -                       (49)                   3,217               

Increase (decrease) in other accounts payable -                       -                       10,244             -                       

Net cash invested in (generated by) operating activities (677)                 (145)                 19,594             62,115             

Net cash used in investment activities

Goodwill on investments -                       (2,808)              -                       (2,808)              

Capital transfer in subsidiaries (134,302)         (45,065)           -                       -                       

Advance for future capital increase in subsidiaries (2,042)              -                       -                       -                       

Acquisition of property, plant and equipment and intangible assets (1)                     -                       (3,916)              (117,097)         

Transfer of property, plant and equipment -                       -                       -                       -                       

Write-off of property, plant and equipment -                       103                  -                       5,582               

Investment in restricted funds -                       -                       (47,445)           4,370               

Net cash used in investment activities (136,345)         (47,770)           (51,361)           (109,953)         

Net cash generated in financing activities

Payment of debentures -                       -                       (611,947)         12,786             

Funding of debentures 45,000             -                       45,000             -                       

Loans and financing -                       -                       545,000           -                       

Funding cost of loan -                       -                       (11,643)           -                       

Payment of loans and financing -                       -                       (48,476)           -                       

Capital increase 90,406             27,230             90,406             27,230             

Net cash from financing activities 135,406           27,230             8,340               40,016             

Increase (decrease) in cash and cash equivalents (1,616)              (20,685)           (23,427)           (7,822)              

Statement of decrease (increase) in cash and cash equivalents

At the beginning of the year 1,624               22,309             28,667             36,489             

At the end of the year 8                      1,624               5,240               28,667             

Increase (decrease) in cash and cash equivalents (1,616)              (20,685)           (23,427)           (7,822)              

See the accompanying notes to the financial statements.

Parent company Consolidated

11



 

Ventos de São Jorge Holding S.A. 
Financial statements 

December 31, 2017 

12 

Notes to the financial statements 
 

(In thousands of reais) 
 

1 Operations 
Ventos de São Jorge Holding S.A. “Company”, headquartered in Maracanaú, State of Ceará, 

located at Rod. Doutor Mendel Steinbruch, S/N, Km 08, sala 152 - Distrito Industrial, was 

incorporated on December 27, 2012, and has the following subsidiaries: 

       Start 

Subsidiary   Ordinance   

 of 

operation 

          

Nova Ventos de Parazinho Energias Renováveis S.A.   2589/2016   09/28/2016 

Nova Ventos de Tianguá Energias Renováveis S.A.   2590/2016   09/28/2016 

Nova Ventos de Tianguá Norte Energias Renováveis S.A.    2591/2016   09/28/2016 

Nova Ventos de Morro do Chapéu Energias Renováveis S.A.    2675/2016   10/06/2016 

Nova Ventos de Formoso Energias Renováveis S.A.   2694/2016   10/06/2016 

 

The Company’s business purpose is to hold equity interest as a partner or shareholder in other 

companies or ventures, always seeking to encourage their operations in an ethically responsible 

manner, as well as to support and monitor the performance of companies in which it holds a 

stake, through: a) the mobilization of resources to meet the respective additional risk-based 

capital requirements; b) subscription or acquisition of securities that are issued to strengthen the 

respective position in the capital market; c) related or subsidiary activities of interest to the 

abovementioned companies. 

 

The Tianguá Wind Complex, owned by the subsidiaries, has an 1 average estimated capacity of 

130.1 MW. 

 

Net working capital 

On December 31, 2017, the Company has current liabilities in excess of consolidated current 

assets in the amount of R$ 22,850. 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 Preparation basis  
 

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 (CPC). 

 

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

  

                                                      
1 The non-financial information contained in these financial statements, such as MW, average MW, installed power, 

etc., is not revised by the independent accountants. 
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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. 

 

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. 

 

a. Basis of consolidation 
The consolidated financial statements as of and for the year ended December 31, 2017 and 

2016, include the financial statements of the Company and its subsidiaries listed below: 

Subsidiaries 
% of interest 

  

Tianguá  100% 

Tianguá Norte  100% 

Morro do Chapéu  100% 

Parazinho 100% 

Formoso  100% 

 

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

 

3 Significant accounting practices 
 

a. Basis of consolidation 
 

(i) Subsidiaries 
Subsidiaries are all entities that the Company controls. The Company controls an entity when it 

is exposed to, or has a right over the variable return arising from its involvement with the entity 

and has the ability to interfere in those returns due to its power over the entity. The subsidiaries 

are fully consolidated as of the date control is transferred to the Company. The consolidation is 

interrupted beginning on the date on which the Company no longer has control. 

 

The parent company’s financial information is recognized under the equity method in the 

individual financial statements of the subsidiary. 

 

(ii) Transactions eliminated in the consolidation 
Intragroup balances and transactions, and any income or expenses derived from intragroup 

transactions, are eliminated in the preparation of the consolidated financial statements. 

Unrealized gains originating from transactions with investees recorded using the equity method 
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are eliminated against the investment in the proportion of the parent company's interest in the 

investee. Unrealized losses are eliminated in the same way as unrealized gains, but only up to 

the point where there is no evidence of loss due to impairment. 

 

b. 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 and liabilities are offset and the net value reported in the balance sheet only 

when there is 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 transaction costs directly 

assignable. After their initial recognition, these financial liabilities are measured at amortized 

cost using the effective interest method. 

 

c. Investments 
Investments in subsidiaries are determined by the equity method of accounting. 
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d. Property, plant and equipment 
 

(i) Recognition and measurement 
Property, plant and equipment items 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. 

 

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 

 

e. 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. 

 

f. 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 expenditures 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 carrying amount of the asset, 

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

 

g. Current income and social contribution taxes 
Income tax and social contribution for the year are calculated based on presumed profit. 

 

Taxable income 
The current income and social contribution taxes are calculated based on annual rates of 15% 

plus a surcharge of 10% on taxable income in excess of R$ 240 (annual basis) for income tax 

and 9% on taxable income for social contribution on net income, and consider the offsetting of 

tax loss carryforward and negative basis of social contribution limited to 30% of taxable 

income. 

 

Current taxes are the taxes payable or receivable on the taxable income or loss for the year, at 

tax rates enacted or substantively enacted at the reporting date of the financial statements, and 

any adjustments to taxes payable in relation to prior years. 

 

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 
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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. 

 

h. 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. 

Revenue includes the amount received with the sale of electricity.  

 

i. 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. 

 

j. 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 a revenue is 

recognized, and how the revenue 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 
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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. 

 

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 (b) 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 22, 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. 
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4 Cash, cash equivalents and restricted funds 
 

a) Cash and cash equivalents 

 
 Parent company   Consolidated 

                

  2017   2016     2017   2016 

                

Banks                       1                            8                            47                     15,425  

Interest earnings bank deposits (a)                       7                     1,616      5,193                    13,242  

                         

Total                       8                   1,624      5,240                  28,667  

 
(a) 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 

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. 
 12/31/2017   

 

Special reserve 14,727 

Centralizer 10,351 

O&M Reserve  1,288 

BNDES Debt Reserve 21,079   
 

Total 47,445 

 

5 Recoverable taxes 
 Parent company   Consolidated 

                

  2017   2016     2017   2016 
              

Inc. tax on financial investment              22                 442                  252               1,498  

Income tax - recoverable/to be offset               -                   -                 679                   1  

Social contribution - recoverable/to be offset               -                   -                 566                  -    

PIS - recoverable/to be offset               -         -                  299                     -    

COFINS - recoverable/to be offset               -         -                1,508                      2  

Recoverable Third-parties INSS               -         -                      3                     -    

Recoverable CSRF (Withholding social 

contribution) 
              -         -                      8                     -    

Negative balance of Corporate Income tax            489                 -                 489                  -    

ISS - recoverable/to be offset               -                   -                    -                    -    

ICMS - Difference of the rate and recoverable               -         -                    27                    16  

         
Total            511                 442               3,831               1,517  

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

2018. 

 
   Parent company   Consolidated 

                  

    2017   2016    2017   2016 
                         

Advances - Travel         -              -                -              10  

Advances to suppliers         -              1               -              28  

Other accounts receivable         -       -               -               4  

Provision of electric power         -       -           12,732          14,674  

Comer Comercializadora de Energia Elétrica 

Ltda.  
       -              -                -             572  

                         

Total          -              1           12,732          15,288  

 

7 Investments 
 
   2017  2016 

       

Investment (a)   276,619  167,259 

Goodwill in investees    2,808  2,808 

     
 

279,427 

  

170,067 

a) Investment  

 

The Company has investments in wind farm companies carried out through capital 

contributions. The investments related to subsidiaries are listed below: 

 
 2017 

 12/31/2017  Parent company 

Company Interest 
Shareholders’ 

equity 

Income 

(loss) 

for the 

year 

 Investment  Equity in net income of subsidiaries 

Tianguá  100%   63,892    (1,486)     63,892     (1,486) 

Tianguá Norte  100%   53,986    (8,653)     53,986     (8,653) 

Morro do Chapéu  100%   53,049    (5,553)     53,049     (5,553) 
Parazinho 100%   53,949    (4,899)     53,949     (4,899) 

Formoso  100%   51,743    (4,351)     51,743     (4,351) 

Total investments    

 

  276,619    (24,942) 
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 12/31/2016  Parent company 

Company Interest 
Shareholders’ 

equity 

Income 

(loss) 

for the 

year 

 Investment  Equity in net income of subsidiaries 

Tianguá  100%   41,004    78      41,004     78  

Tianguá Norte  100%   32,218    (2,866)     32,218     (2,866) 

Morro do Chapéu  100%   35,316    (2,157)     35,316     (2,157) 
Parazinho 100%   25,749    (1,892)     25,749     (1,892) 

Formoso  100%   32,971    (1,308)     32,971     (1,308) 

Total investments    

 

  167,258    (8,144) 

 

Changes in investments 
 
 2017 

Investees 01/01/2017  Increase / (Decrease)  Equity in net income 

of subsidiaries 
 12/31/2017 

        
Tianguá              41,004               24,374                 (1,486)              63,892  

Tianguá Norte              32,218               30,421                 (8,653)              53,986  
Morro do Chapéu              35,317               23,285                 (5,553)              53,049  

Parazinho             25,749               33,099                 (4,899)              53,949  

Formoso              32,971               23,123                 (4,351)              51,743          

Total net invested 

         

 167,259            134,302              (24,942)           276,619  
                        

 

 

2016 

Investees 01/01/2016  Increase / (Decrease)  Equity in net income 

of subsidiaries 
 12/31/2016 

Tianguá              32,699                 8,227                       78               41,004  

Tianguá Norte              30,047                 5,037                 (2,866)              32,218  
Morro do Chapéu              24,236               13,237                 (2,157)              35,317  

Parazinho             21,524                 6,117                 (1,892)              25,749  

Formoso              21,832               12,447                 (1,308)              32,971          

Total net invested 

         

 130,338              45,065   

 

             (8,144)           167,259  

 

8 Property, plant and equipment 
 

Breakdown of property, plant and equipment 
 Parent company   Consolidated 

                
  2017   2016   2017   2016 

                   

Buildings, civil works and improvements              -                  -                     45                   47  
Furniture and fixtures              -                  -                     63                   31  

Data equipment and processing              9                10                    12                   13  

Machinery and equipment              -                  -                    372                    -   
Social sub credit              -                  -                     -                   477  

Environmental compensation              -                  -                  3,563                 3,563  

Transmission lines              -                  -                  1,274                 1,336  
Wind turbine towers              -                  -                508,697               534,540  

Civil construction              -                  -                237,870               247,065  

Other construction in process              -                -                   90                  -   

 

Total 

        

      9  
   

       

     10  
   

      

     751,986  
   

      

     787,072  

 

Changes in property, plant and equipment 
       
  Balance at 

  
    Balance at 

Parent company 01/01/2017 Depreciation   12/31/2017 
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Vehicles -     -     -  

Data equipment and processing  10     (1)   9  

Civil construction works in progress -     -     -  

         

Total  10     (1)   9  

  
                    

  Balance at 
  Additions 

          Balance at 

Consolidated 01/01/2017   Transfers   Depreciation   12/31/2017 

                    

Buildings, civil works and improvements  47    -     -    (2)   45  
Furniture and fixtures  31    37     -    (5)   63  

Data equipment and processing  13    -     -    (1)   12  

Machinery and equipment -    376     -    (4)    372  
Social sub credit 477    -    (477)   -     -  

Environmental compensation  3,563    -     -    -    3,563  

Transmission lines  1,336    -     6    (68)   1,274  
Wind turbine towers  534,540    1,159    59   (27,061)  508,697  

Civil construction  247,065     2,248     412    (11,855)   237,870  

Other construction in process -   90     -    -   90  

 

Total 

 

787,072  
  

  

 3,910  
  

 

 -  
  

  

(38,996) 
  

 

 751,986  

 

9 Suppliers 
   Parent company   Consolidated 

                  

    12/31/2017   12/31/2016   12/31/2017   12/31/2016 

                  

Casa dos Ventos Energias Renováveis - note 20  14    32     14    356  

GE Water e Process Technologies do Brasil Ltda. -    -     3     56,083  

General Electric Energy do Brasil  -   -   1,427   -  

Transmission and connection charges -    -    -    280  

Domestic suppliers  15    -     664    66  

Ventos Santo Augusto VIII Energias Renováveis  -   -    477   -  

EchoEnergia Participações S.A.   74   -    74   -  

Provisions  -   -   1,294   -  

Abb Ltda -    -     348    -  

 

Total   

 

 103  
  

 

32  
  

 

4,301  
  

 

 56,785  

 

10 Debentures 
On February 10, 2017, there was the full disbursement related to the financing agreement, 

through opening the credit line 16.2.0752.1, between BNDES and the SPVs of the Group, 

signed on January 19, 2017, in the total amount R$545,000. With the funds released, the 

debentures of the SPVs were settled and new debentures were issued by the parent company. 

 

The debentures are classified in non-current liabilities, since the first installment of the principal 

will be amortized on July 15, 2020 and final maturity on July 15, 2028. 

 

   
Parent 

company 
  Consolidated 

              

  Interest rate 2017  2017   2016 

            

Debentures (a) IPCA + 9% p.a. 48,143   48,143   601,683 

            

    48,143   48,143   601,683 
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Issuance of debentures 45,000  45,000  601,683 

Interest  3,143  3,143   -  

 
(a) Guarantees: (i) lien of any and all rights, present and/or future, arising or related, including, but not limited to, the 

credit receivables, emerging rights, all other rights, whether tangible or intangible, possible or not, arising from the 

authorizations of the SPVs and the Electric Power Trading Agreements in the Regulated Environment (CCEARs) and 

any other agreements for the purchase and sale of electric power from the SPVs; (ii) lien of total capital of the SPVs 

and the Company (“Lien Shares”); (iii) lien of machinery and equipment from Projects held by SPVs; and (iv) in 

addition to the guarantee of Echo Holding 1 S.A. (new name of Casa dos Ventos Holding S.A.), of the Company, of 

the other subsidiaries. 

Covenants 
The Company issued debentures with restrictive clauses with certain conditions to be observed, 

such as: 

 

(a) Non-compliance with the allocation of funds obtained through fundraising; 

(b) Non-payment or early maturity of any debt and/or pecuniary obligation with a financial 

institution by the issuer and its intervening parties; 

(c) Voluntary or involuntary termination of any of the agreements of the project; 

(d) Non-compliance with any final judicial, arbitration or administrative decision or final ruling by 

the issuer and its intervening parties; 

(e) Lodge a complaint on securities against the issuer and intervening parties from the amount of 

R$500; 

(f) Transfer to third parties of the rights and obligations of the issuer and its intervening parties, 

without prior written agreement of the debentureholders; 

(g) Change in the corporate purpose of the issuer and its intervening parties to change its main 

activities; 

(h) Not maintaining the indenture deed until the full compliance with the guaranteed obligations, 

the guarantee instruments, the deposit agreement and the management of accounts and sureties; 

(i) If the issuer and the intervening parties do so without the prior notice and consent of the 

debentureholders: i) contracting loans and loan agreements or other types of indebtedness; ii) 

carrying out transactions with any person or entity directly or indirectly related to the issuer and 

São Jorge. 

(j) If the issuer and its intervening parties make new investments or undertake investment 

commitments in addition to the investments required for the construction and implementation of 

the project; 

(k) Reduction of the net assets of FIM Salus fund, unless its equity remains at an amount of at least 

R$550; 

(l) Distribute any type of remuneration as dividends and/or interest on own capital to its 

shareholders; 

(m) Signing amendments and/or changes to project agreements (except for CCEARs) that lead to 

individual or aggregate increase over R$14,000; 
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(n) Maintaining the consolidated Debt Service Coverage Ratio, calculated annually, equal to or 

greater than 1.3 times, which were met on December 31, 2017. 

Non-compliance with these conditions may lead to early maturity of the debts and/or fines. The 

subsidiaries are complying with all the conditions of the agreement. 

 

 

11 Loans and financing 

 

  Consolidated   

  Interest rate 2017  

 

Financing (a) 2.88% p.a. + TJLP 

         

             533,060  
    

 

               

 533,060  
 

    
Current                  36,654   
Non-current                496,406   

 
(a) Opening of the credit line 16.2.0752.1, between the BNDES and SPVs of the Group, signed on January 19, 2017, in 

the total amount R$545,000. 

 

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

conditions to be fulfilled, such as, without limitation: 

(o) 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; 

(p) 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; 

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

including credit receivables, arising from the project; 

(r) 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; 

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

prior consent of BNDES; and  

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

(u) 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. 
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12 Tax obligations 
 

 Parent 

company 
  Consolidated 

           

  2016  2017   2016 

           

Income tax calculation                   -                    903                  -    

Social contribution calculation                   -                    471                  -    

PIS payable                   -                          -                        2  

COFINS payable                   -                          -                      12  

IRRF - Third Parties Legal Entity                   1                          -                        8  

Social contribution withheld                   -                          -                        1  

PIS on revenue                   -                       199                    95  

COFINS on revenue                   -                       920                  440  

CSRF payable                   -                         32                    47  

ICMS payable                   -                          -                      20  

ICMS rate difference                   -                    4,562               4,544  

ISS withheld                   -                         40                    66  

INSS payable                   -                         20                    19  

INSS THIRD PARTIES                   -                          -                      46  

FGTS payable                   -                         18                      6  

Withholding income tax (IRRF) payable                   -                         15                    11  

                   

Total  1                 7,180               5,317  

 

13 Environmental compensation 
The constitution of an environmental provision was made in compliance with the resolution of 

the environmental body of the Government of the State of Ceará and has a consideration in 

fixed assets. 

 

14 Shareholders’ equity 
The subscribed capital is of R$ 300,000 in 2017 and (R$ 198,100 in 2016) and is represented by 

300,000 nominative and common shares with no par value (198,100 in 2016). 

 

During 2017, the amount of R$ 90,406 was paid-up, thus, on December 31, 2017, the capital 

was R$ 275,736 (R$ 185,330 on December 31, 2016). 

 

15 Income and social contribution taxes  
Current income and social contribution taxes were recognized for 2017: R$3,405 for income tax 

and R$ 1,768 for social contribution. In 2016, there were no current tax balances recorded by 

the Company, since it had no history of taxable income.  
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16 Net operating income 
The subsidiaries started operating in September 2016 and, therefore, started recording revenues 

as of this period. 
 

 Consolidated  Consolidated 
 

 2017  2016      
Gross income           129,846                37,476       
Electric power - Own generation             127,644                 37,476  

Electricity - Resale                 3,783                         -    

Other income                 4,212                         -    

Provision for reimbursement  (5,793)        
     

Deductions from income              (4,291)                (2,013)      
PIS                   (763)                    (350) 

COFINS                (3,528)                 (1,613) 

ICMS                       -                         (50) 

   
 

 
 

Total           125,555                35,463  

 

The generation of electric power from wind farms was lower than the volume provided in the 

agreement of sale of electric power in the regulated environment CCEAR, due to winds below 

the historical average estimated for this fiscal year. Due to the aforementioned, the Company 

established a provision based on the obligations it has with CCEAR, which will be settled in 

subsequent years. On December 31, 2017, the amount of reimbursement recorded was of 

R$5,793, which was recorded in other current and non-current liabilities.  

 

17 Operating costs 
 

  
Consolidated  Consolidated 

   2017  2016      
Transmission and connection charges                   (6,865)                    (1,284) 

Electricity purchase                       (914)                           -    

Depreciation and amortization                  (38,995)                    (8,380) 

Lease and rental                       (290)                           -    

Maintenance expense                    (4,245)                           -    

Process engineering and management O&M GE                   (1,159)                           -    

Insurance                       (707)                           -    

Inspection fee - ANEEL                       (355)                           -    

Outsourced services                    (2,243)                           -    

Personnel cost                       (889)                    (1,076) 

 

Total  

             

  (56,662)                (10,740) 

 

 

 

 

 

 

18 Operating expenses 

 
 Parent company   Consolidated 
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  2017   2016   2017   2016 

                
Services rendered to legal entity          (218)               (117)                     -                 (1,043) 

Consultancy services              (1)                 (55)                     -                    (284) 

Travel expenses, daily rates and allowances               (6)                 (18)                   (53)                 (107) 

Taxes              -                  (101)                     -                    (367) 

Depreciation              (1)                 (16)                     -                 (1,196) 

Sundry expenditures          (136)                 (98)              (4,500)              (5,260) 

Sharing of expenses            (11)               (504)                 (505)              (3,405) 

Maintenance expense            (15)                   -                        -                         -    

Lease              -                      -                        -                        (5) 

Insurance              -                      -                        -                    (831) 

Legal expenses, court fees and publications            (94)                   -                    (448)                      -    

Fees and emoluments              -                      -                    (111)                      -    

Material              -                      -                      (97)                      -    

Notarial expenses              -                      -                    (299)                      -    

Electric power              -                      -                    (245)                      -    

Rental of machinery and equipment              -                      -                      (17)                      -    

External audit              -                      -                        (7)                      -    

Recovery of expenses              -                        3                      -                          4  

 

Total 

      

    (482) 
  

    

         (906)   
        

    (6,282)   
        

  (12,494) 

 

19 Net financial income (expenses) 

 
  Parent company   Consolidated 

                
  2017   2016   2017   2016 

                
Yields from financial investments                   84                 1,060                    3,003                   1,526  

Other income                   52                       -                         247                         -    

Discounts obtained                   -                         -                           15                        13  

                

Total financial income                 136                 1,060                    3,265                   1,539  

                
Interest paid                   -                         (4)                 (6,806)                      (18) 

Bank fees               (268)                    (11)                      (46)                      (83) 

IOF                   (5)                      -                  (10,106)                        -    

Fines                   -                       (10)                      (57)                    (143) 

BNDES interest                   (1)                      -                  (47,382)                        -    
Rates, commissions and other financial expenses                   -                         -                  (11,541)                    (269) 

Interest on debentures             (3,142)                         -                    (3,143)                        -    

Interest on debentures - Santander            (3,142)                      -                    (4,245)                 (9,535) 
Interest on debentures - Bradesco                   -                         -                    (4,033)                 (9,058) 

Interest on debentures - Pine                   -                         -                    (1,978)                 (4,701) 

                

Total financial expenses            (3,416)                    (25)               (89,337)               (23,807) 

                

Financial income (expenses), net            (3,280)                1,035                (86,072)               (22,268) 
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20 Provisions for lawsuits 
There is no record of lawsuits or out of court claims. 

 

21 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: 
 Parent company   Consolidated 

  2017   2016   2017   2016 

Liabilities             

Supplier                        
 Echo Holding 1 S.A. (former Casa dos Ventos Energias Renováveis S.A.)             14                 32                  -                      -    

 EchoEnergia Participações S.A.             74              -                 -                   -    

Total            88                 32                  -                      -    

                        

Income (loss)                       
                       

Sharing expenses (a)             11               504                505                3,405  

Total            11               504               505               3,405  

 
(a) The Parent Company has expenses of R$11 in 2017 (R$504 in 2016) and accounts payable of R$89. The consolidated 

has expenses of R$505 in 2017 (R$3,405 in 2016). 

22 Financial instruments 
The main financial instruments hired with third parties are detailed below: 

 

a. Fair value of financial instruments 
 
  Parent company  Consolidated 

  12/31/2017  12/31/2017 

  Book value  Market value  Book value  Market value 

 

Cash and cash equivalents 
        

          8  
    

    

                  8  
    

        

      5,240  
    

 

5,240 
Restricted funds  -  -  47,445  47,445 

Suppliers              103                       103                     4,301                   4,301  
Debentures  48,143  48,143  48,143  48,143 

Financings                 -                         -                533,060                533,060  

 

Total  

 

48,254  

 

48,254  

 

638,189  

 

638,189 
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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: 

 

 12/31/2017 

 Parent company 

 Book value 
 

Up to 12 

months  

1–2 

years 
 2–5 

years 
 >5 

years 

Debentures 
                

48,143   
  

 

                

48,143   

                       

-     

                       

-    

Total 
                

48,143   

                       

-     

                

48,143   

                       

-     

                       

-    
          

 

 

Consolidated 

  Book value  
 

Up to 12 

months  

1–2 

years 
 2–5 

years 
 >5 

years 

          

Suppliers  4,301  4,301  -  -  - 

Debentures 48,143  48,143  -  -  - 

Financings 533,060  36,654  73,308  146,616  276,482 

Total 
 

585,504 
  

89,098 
  

73,308 
  

146,616 
  

276,482 
          

 

 

 12/31/2016  

 Parent company 

  Book value  
 

Up to 12 

months  

1–2 

years 
 2–5 

years 
 >5 

years 

Suppliers and other accounts 

payable 

                       

32   

                       

-     

                       

-     

                       

-     

                       

-              

 

 

Consolidated 

  Book value  
 

Up to 12 

months  

1–2 

years 
 2–5 

years 
 >5 

years 

Suppliers and other accounts 

payable 

                

56,785   

                

56,785   

                       

-     

                       

-     

                       

-    

Financings 
              

601,683   

              

601,683   

                       

-     

                       

-     

                       

-    

Total 
              

658,468  
               

658,468  
                        

-    
                        

-    
                        

-    
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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        
Parent company        
Cash and cash equivalents 8  -  1,624  -         
Consolidated        
Cash and cash equivalents 5,420  -  28,667  - 
Restricted funds 47,445  -  -  -         
Financial liabilities        
Parent company        
Suppliers -  103  -  56,785 

Debentures -  48,143  -  -         
Consolidated        
Suppliers -  4,301  -  56,785 

Debentures -  -  -  601,683 

Financings -  533,060  -  - 

 

 

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

foreign currency. 

 

The construction agreements signed by the subsidiaries 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. 

 

The Company classifies its non-derivative financial assets as measured at fair value through 

profit or loss and loans and receivables. The non-derivative financial liabilities are classified as 

financial liabilities measured at fair value through profit or loss and other financial liabilities. 




