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Independent auditors' report on the financial statements 
  

To  

To the Directors and Quotaholders of  

Racional Engenharia Ltda. 

São Paulo - SP 

Opinion 

We have reviewed financial statements of Racional Engenharia Ltda. (“Company”), comprising the 

balance sheet as of December 31, 2017 and the related statements of operations, comprehensive 

income and changes in quotaholders' equity, and cash flows for the year then ended, as well as the 

corresponding notes, comprising the significant accounting policies and other clarifying information. 

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

the financial position of Racional Engenharia Ltda. as of December 31, 2017, the performance of its 

operations and its cash flows for the year then ended, in conformity with accounting practices adopted 

in Brazil. 

Basis for opinion 

Our audit was conducted in accordance with Brazilian and international standards on auditing. Our 
responsibilities, in compliance with such standards, are described in the following section, titled 
“Auditor’s Responsibilities for the Auditing of Financial Statements.” We are independent in relation to 
the Company, according to the relevant ethical principles established in the Accountants’ Professional 
Code of Ethics and the professional standards issued by the Federal Accounting Council, and we 
comply with the other ethical responsibilities according to these standards. We believe that the audit 
evidence obtained is sufficient and appropriate to provide a basis for our opinion. 
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Other information accompanying the financial statements and auditors’ report  

The Company's management is responsible for such other information that includes the Appendix 

“Supplementary Information to the Financial Statements as of December 31, 2017”, which comprises 

the "Statement of the total amount for construction contracts performed under the responsibility of the 

Company". 

Our opinion on the financial statements does not include “Statement of the total sum of construction 

contracts in effect under the company’s responsibility” and we did not express any audit conclusion on 

such attachment. 

Regarding the audit of financial statements, our responsibility is to read the Attachment 

“Supplementary information to financial statements as of December 31, 2017” and, in doing so, 

consider whether this Attachment is, in a material way, inconsistent with the financial statements or 

with our knowledge gained in the audit or otherwise appears to be materially misstated. If, based on the 

performed work, we conclude that there is material misstatement in the Attachment “Supplementary 

information to financial statements as of December 31, 2017”, we are required to report such fact. We 

do not have anything to report on this respect. 

Responsibility of management for the financial statements 

The Management is responsible for the preparation and adequate presentation of the financial 

statements in accordance with the accounting practices adopted in Brazil, and the internal controls it 

deemed necessary to enable the preparation of financial statements free of material misstatements, 

regardless of whether caused by fraud or error. 

In the preparation of financial statements, Management is responsible for evaluating the Company’s 

ability of going concern, and disclosing - where applicable - matters related to its going concern and the 

use of this accounting basis in the preparation of the financial statements, unless Management intends 

to liquidate the Company or cease its operations, or has no realistic alternative to avert closing down 

operations. 

Auditors’ responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance that the financial statements, taken as a whole, are 

free from material misstatements, regardless of whether any such misstatement is caused by fraud or 

error, and issue an audit report containing our opinion. Reasonable assurance is a high level of 

assurance, but not a guarantee that the audit conducted pursuant to Brazilian and international auditing 

standards will always detect any existing material misstatements. Misstatements may be due to fraud 

or error and are considered material when, individually or taken as a whole, can influence, within a 

reasonable perspective, the economic decisions of users taken based on these financial statements. 

As part of the audit conducted in accordance with Brazilian and international auditing standards, we 

exercise professional judgment and maintain our professional skepticism throughout the audit. In 

addition: 

– 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. 
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– 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. 

We communicate with management regarding, among other matters, the planned scope, timing of the 

audit, and significant audit findings, including any significant deficiencies in internal control that we 

identify during our audit.  

São Paulo, April 04, 2018  

 

 

KPMG Auditores Independentes 

CRC SP014428/O-6 

(Original report in Portuguese signed by) 

Wagner Petelin 

Accountant CRC 1SP142133/O-7 

 

 



Racional Engenharia Ltda.

Balance sheet at December 31, 2017 and 2016

(In thousands of Reais)

Assets  Note 2017 2016 Liabilities  Note 2017 2016

Cash and cash equivalents 4                 2,265               15,145 Suppliers 14.a                 9,387               20,789 

Interest earnings bank deposits 5               34,444               60,849 Labor and social security obligations 12               13,767               16,714 

Trade accounts receivable 6               20,926               53,553 Current tax liabilities 13                 3,189                 6,480 

Advances to suppliers 14.b               10,746               10,893 Advances from clients 15               31,592               43,034 

Current tax assets 7                 1,815                    572 Provision for guarantee of construction works 16                 7,602                 5,601 

Checking accounts receivable from related parties 24                       -                       91 Other accounts payable                 1,216                 1,442 

Other receivables 8                    722                    595 

Total current liabilities               66,753               94,060 

Total current assets               70,918             141,698 

Labor and social security obligations 12                 1,914                 1,914 

Trade accounts receivable 6                    381                 1,140 Suppliers 14                 2,748                 1,248 

Judicial deposits   17                 1,845                 1,855 Provision for contingencies 17                 3,652                 2,984 

Deferred tax assets 9               12,865                 5,806 Provision for guarantee of construction works 16                    805                       -  

Other receivables 8                    398                 2,391 Employee benefits 18                 3,877                 2,699 

Other accounts payable                    172                       -  

Total non-current assets               15,489               11,192 

Total non-current liabilities               13,168                 8,845 

Investments                      85                      85 

Property, plant and equipment 10                    762                    964 Total liabilities               79,921             102,905 

Intangible assets 11                 7,755                 8,378 

Shareholders' equity 19 

Total non-current assets               24,091               20,619 Capital               21,615               21,615 

Equity valuation adjustment               (1,312)                  (581)

Retained earnings (losses)               (5,215)               38,378 

Total quotaholders' equity               15,088               59,412 

Total assets               95,009             162,317 Total liabilities and quotaholders’ equity               95,009             162,317 

See the accompanying notes to the financial statements
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Racional Engenharia Ltda.

Statement of operations

Years ended December 31, 2017 and 2016

(In thousands of Reais)

Note 2017 2016

Net operating income 20 279,542           439,972           

Cost of services rendered 21 (262,151)          (388,028)          

Gross income 17,391             51,944             

Administrative and commercial expenses 21 (42,147)            (42,514)            

Depreciations 10 (310)                 (437)                 

Amortizations 11 (953)                 (1,487)              

Other income 384                  121                  

Income before net financial income and taxes (25,635)            7,627               

Financial income 22 6,356               9,359               

Financial expenses 22 (1,169)              (1,424)              

Net financial income 5,187               7,935               

Income (loss) before taxes (20,448)            15,562             

Current income and social contribution taxes 23 -                       (4,216)              

Deferred income and social contribution taxes 23 7,060               509                  

(13,388)            11,855             

See the accompanying notes to the financial statements

(Loss) net income for the year
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Racional Engenharia Ltda.

Statement of comprehensive income

Years ended December 31, 2017 and 2016

(In thousands of Reais)

  2017 2016

(Loss) net income for the year             (13,388)               11,855 

Remeasurement of defined benefit liability 18                  (731)                  (725)

Total comprehensive income             (14,119)               11,130 

See the accompanying notes to the financial statements.
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Racional Engenharia Ltda.

Statement of changes in quotaholders’ equity

Years ended December 31, 2017 and 2016

(In thousands of Reais)

Note  Capital  

 Equity 

valuation 

adjustment 

 Retained 

earnings (loss)    Total  

Balance at January 31, 2016               21,615                    144               27,496               49,255 

Net income for the year                       -                        -                11,855               11,855 

Losses on actuarial obligations 18                       -                   (725)                       -                   (725)

Payment of dividends 19                       -                        -                   (973)                  (973)

Balance at December 31, 2016               21,615                  (581)               38,378               59,412 

Loss for the year                       -                        -              (13,388)             (13,388)

Losses on actuarial obligations 18                       -                   (731)                       -                   (731)

Payment of dividends 19                       -                        -              (30,205)             (30,205)

Balance at December 31, 2017               21,615               (1,312)               (5,215)               15,088 

See the accompanying notes to the financial statements.
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Racional Engenharia Ltda.

Statement of cash flows

Years ended December 31, 2017 and 2016

(In thousands of Reais)

 Note 2017 2016

Cash flow from operating activities

Income (loss) before taxes             (20,448)               15,562 

Adjustments for:

Depreciations 10                    310                    437 

Amortizations 11                    953                 1,487 

Financial and financing expenses 22                       -                     456 

Interest on interest earning bank deposits 22               (5,868)               (8,429)

Formation of provision for guarantee of construction works 16                 2,806                 3,999 

Provision for employee benefits 18.b                    447                    243 

Write-off/loss on sale of fixed assets and intangible assets 10                      29                        3 

Formation/reversal of contingencies 17.b                 3,111                    174 

            (18,660)               13,932 

Changes in:

  (Increase) decrease in assets

Trade accounts receivable 6               33,386             (13,917)

Current tax assets 7               (1,242)                 5,012 

Advances to suppliers                    147               (9,137)

Judicial deposits 17(a)                      10                    (12)

Other receivables                 1,866                  (170)

Increase (decrease) in liabilities 

Suppliers 14               (9,902)                 3,173 

Advances from clients 15             (11,442)             (25,469)

Labor and social security obligations 12               (2,947)                  (862)

Current tax liabilities 13               (3,291)                 2,090 

Other accounts payable                    (54)                    719 

Cash (used in) operating activities
            (12,129)             (24,641)

  Payment of contingencies 17.b               (2,443)               (2,276)

  Income taxes paid                       -                (6,268)

  Interest paid                       -                   (456)

Net cash flow used in operating activities             (14,572)             (33,641)

Cash flow from investment activities

  Interest earnings bank deposits               32,273               41,036 

  Acquisition of fixed assets and intangible assets

10 and 

11
                 (520)                  (164)

  Checking accounts receivable from related parties 24                      91                    (91)

  Cash from disposal of fixed assets                      53                       -  

Cash flow from investment activities               31,897               40,781 

Cash flow from financing activities

  Payment of loans and financing                       -                   (741)

  Payment of dividends 19.b             (30,205)                  (973)

Net cash used in financing activities             (30,205)               (1,714)

(Decrease) increase in cash and cash equivalents             (12,880)                 5,426 

  Cash and cash equivalents at January 1               15,145                 9,719 

  Cash and cash equivalents at December 31                 2,265               15,145 

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

In thousands of reais 
 

1 Operations 
Racional Engenharia Ltda. (“Company”) is headquartered in São Paulo - SP and is engaged in 

the management and implementation of civil construction works, working mainly as a 

construction company. 

 
The Company belongs to the Racional Group, and is a subsidiary of Racional Participações S.A. 

 
In 2017, the loss was mainly due to the break of the margin of a Management Agreement with 

Maximum Guaranteed Price (MGP). In these agreements, there were constant changes and 

uncertainties due to the client and, therefore, loss of performance of suppliers, with some of 

them having financial issues to the point of not completing the contracted scope, leading to 

delays and significant increase of the cost of the project. On a smaller scale, the decision to 

maintain the Company’s overhead in view of the decrease of the income due to the worsening of 

the construction market also contributed to the 2017 result. The Company foresees a favorable 

scenario in the coming years and has even signed two large new agreements. 
 

2 Preparation basis 
 

a. Statement of conformity 
The financial statements were prepared in accordance with accounting practices adopted in 

Brazil. 

 

The issue of financial statements was authorized by the executive board of the Company on 

April 04, 2018. 

 

All relevant information specific to the financial statements, and only such information, is being 

evidenced, and corresponds to the information used by company Management. 

 

b. Functional and presentation currency 

These financial statements are being presented in Brazilian real, functional currency of the 

Company. All financial information presented in Brazilian reais has been rounded to the nearest 

value, except otherwise indicated. 

 

c. Use of estimates and judgments 

The preparation of financial statements, Management used judgments, estimates and 

assumptions that affect the application of accounting principles and the reported amounts of 

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

 

Estimates and assumptions are reviewed in a continuous manner. Reviews of accounting 

estimates are recognized in the year in which the estimates are reviewed and in any future years 

affected. 
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Information about judgment referring to the adoption of accounting policies which impact 

significantly the amounts recognized in the financial statements, as well as Information on 

uncertainties as to assumptions and estimates that pose a high risk of resulting in a material 

adjustment within the year to end at December 31, 2018 are included in the following notes: 

 

 Note 6 - Allowance for doubtful accounts; 

 Note 9 - recognition of deferred tax assets, availability of future taxable income against which 

tax losses may be used; 

 Note 10 - definition of fixed assets’ useful lives; 

 Note 11 - definition of intangible assets’ useful lives and goodwill recoverability;  

 Note 16 - Provision for guarantee of construction works; 

 Note 17 - recognition and measurement of provisions for Contingencies; 

 Note 18 - measurement of defined benefit obligations: main actuarial assumptions; 

 Note 20 - recognition and measurement of income from construction contracts and commission 

income: determining whether the Company acts as agent or as principal in the transaction. 

Measurement of fair value 
A series of Company’s accounting policies and disclosures requires the measurement of fair 

value, for financial and non-financial assets and liabilities. 

 

The Company establishes a control structure for measuring fair value. This includes an 

evaluation and general responsibility of reviewing all significant fair value measurements, 

including Level 3 fair values, which are reported directly to the CFO. 

 

Significant non-observable data are regularly reviewed, as well as valuation adjustments. If 

third-party information, such as brokerage firm quotes or pricing services, is used to measure 

fair value, evidences obtained from the third parties are analyzed to support the conclusion that 

such valuations meet the CPC requirements, including the level in the fair value hierarchy in 

which such valuations should be classified. 

 

When measuring fair value of an asset or liability, the Company uses observable data as much 

as possible. Fair values are classified at different levels according to hierarchy based on 

information (inputs) used in valuation techniques, as follows: 

 

 Level 1: Prices quoted (not adjusted) in active markets for identical assets and liabilities 

 Level 2: Inputs, except for quoted prices, included in Level 1 which are observable for assets or 

liabilities, directly (prices) or indirectly (derived from prices); 

 Level 3: Inputs, for assets or liabilities, which are not based on observable market data (non-

observable inputs). 
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The Company recognizes transfers between fair value hierarchic levels at the end of the 

financial statements’ period in which changes occurred. 

 

d. Measuring basis 

The financial statements were prepared based on the historical cost, except for those items 

measured at fair value through profit or loss. 

3 Significant accounting policies 
The accounting policies described below have been consistently applied to all the years 

presented in these financial statements. 

 

a. Operating income 
Operating income is measured for the fair value of the payment received or receivable less 

estimated commercial discounts granted. 

 

(i) Fixed-price construction agreements 
For fixed-price construction contracts, income is recognized for the cost percentage incurred in 

the work, in relation the total budgeted cost, and that percentage is applied to the recognized 

income, adjusted according to conditions of the construction contract (percentage of work 

completed). 

 

When results from a Turn Key Contract cannot be reliably estimated, the corresponding income 

is recognized for the amount of incurred costs whose recovery is considered probable.  

 
Changes in labor costs, claims and incentive payments are included insofar as such costs can be 

reliably measured and the receiving is probable. 

 

When total costs are likely to exceed an agreement’s total income, the estimated loss is 

immediately recorded as expense.  

 

The amounts of appropriated income, less installments received, are recorded as trade 

receivables or advances from clients, when applicable. In addition, amounts received before 

construction start-up are recorded as advance from clients.  

 

(ii) Construction management agreement 
For agreements where the Company is reimbursed for costs estimated and approved by the 

parties, or otherwise defined costs, plus a percentage thereof as management fee, or is paid by 

means of an agreed-upon fixed compensation, the income is recognized with basis on costs 

incurred through the balance sheet date. The Company acts as agent rather than principal in the 

contract transaction by management, the recognized income is the net value of the transaction 

received by the Company. 
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(iii) Mixed agreements  
Some agreements establish that the client will provide certain materials to be used in the works, 

and will directly contract with suppliers. In those cases, to calculate the percentage of the cost 

incurred in the works in relation to the total estimated cost, the costs of the materials directly 

acquired by the client is not considered as incurred cost and thus is not included in the total 

estimated cost, for purposes of determining the percentage of work completed which is used for 

purposes of calculating the income to be actually recorded and earned by the Company. 

Likewise, that cost portion also does not include the basis for determining the recognized 

income.  

 

(iv) Pre-construction contract 
In this modality, the Company monitors the projects, which are developed from the Architecture 

programs and complementary disciplines, and by managing the team of designers. The 

construction planning and execution are started. They include the management of the entire 

production chain involved in the project, to meet the expectations regarding the optimization of 

quality, deadlines and final costs. The Company has a role from the origin of the pre-

construction stage to the beginning of the construction of the project. 

 

For agreements of this type, the Company is reimbursed for costs estimated and approved by the 

parties, or otherwise defined costs, plus a percentage thereof as management fee, or is paid by 

means of an agreed-upon fixed compensation, the revenue is recognized with basis on costs 

incurred through the balance sheet date. 

 

b. Employee benefits 
 

Short-term employee benefits 
Obligations for short-term employee benefits are measured on a non-discounted basis and 

recognized as personnel expenses as the related service is rendered. 
 

The liability is recognized at the amount expected to be paid under the cash bonus plans or 

short-term profit sharing if the Company has a legal or constructive obligation to pay this 

amount as a result of service rendered by the employee, and the obligation can be reliably 

estimated.  
 

Post-employment benefit - Health care plans 
The Company provides certain post-employment healthcare benefits to its employees. Those 

benefits are funded on a cash basis. Benefits granted through defined-benefit plans are funded 

separately for each plan, under the projected unit credit method.  
 

Measurements, including actuarial gains and losses, are immediately recognized in the financial 

statements, and the corresponding debits or credits charged to other comprehensive income in 

quotaholders’ equity. Measurements are not reclassified to income in subsequent periods.  
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Net interest is calculated by applying the discount rate to the asset or liability of the net defined 

benefit. The Company recognizes the following changes in the liability for the defined benefit in 

the statement of operations (by function): 
 

 Service costs, comprising current service costs, past service costs, gains and losses from 

significant reductions in work time estimates and unusual settlements; and 

 Net interest expense or income,  
 

Post-employment healthcare benefit plan costs are determined by means of actuarial evaluation 

methods.  The actuarial evaluation requires the use of assumptions of discount rates, expected 

asset return rates, future salary increases and mortality rates. Defined benefit obligation is 

highly sensitive to changes in those assumptions. All assumptions are reviewed on the base 

dates.  

 

To determine adequate discount rates, Management takes into account the interest rates of 

debentures issued by highly solvent corporations and National Treasury Bills for periods 

corresponding to defined benefit plan obligation periods. The quality of securities is reviewed 

and those having an excessive credit spread are excluded from those to be used in identifying 

the interest rate. The mortality rate is based on mortality tables available in Brazil.  

 

c. Financial income and expenses 
The financial income comprises, basically, asset and liability interest from financial investments 

and financing, respectively. The financial income and expenses for updating contracts are 

adjusted by the National Civil Construction Index (Índice Nacional da Construção Civil—

INCC). Interest expenses and income are recognized in income (loss) under the effective 

interest method. 

 

d. Income and social contribution taxes 
The income and social contribution taxes, both current and deferred, are calculated based on the 

rates of 15% plus a surcharge of 10% on taxable income in excess of R$ 240,000 (annual basis) 

for income tax and 9% on taxable income for social contribution on net income, and consider 

the offsetting of tax losses and negative basis of social contribution, limited to 30% of the 

taxable income for the year. 

 

Income tax and social contribution expense comprises both current and deferred income and 

social contribution taxes. Current taxes and deferred taxes are recognized in income unless they 

are related to items directly recognized in Quotaholders' equity or in other comprehensive 

income. 

 

Current income tax and social contribution expense 
The income and social contribution tax expense is the tax payable, estimated at the taxable 

income or loss for the year and any adjustments to taxes payable in relation to prior years. The 

amount of current taxes payable is recognized on the balance sheet as a tax liability, according 

to the best estimate of the expected amount of the taxes to be paid, which reflects the 

uncertainties relating to the calculation thereof, if any. It is measured based on tax rates decreed 

up to the balance sheet date.  

 

Current tax assets and liabilities are only offset if certain criteria are met.  
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Deferred income and social contribution tax expense 
Deferred tax assets are recognized in relation to the temporary differences between the book 

values of assets and liabilities for financial statement and taxation purposes. The changes in 

deferred assets and liabilities for the year are recognized as deferred income and social 

contribution tax expense. 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary 

differences, to the extent that it is probable that future taxable income will be available against 

which the unused tax losses and credits can be utilized. Deferred tax assets are reviewed at each 

balance sheet date and reduced when their realization is no longer probable. 

Deferred tax assets and liabilities are measured at tax rates expected to be applied to temporary 

differences when they are reversed, based on rates decreed up to the balance sheet date. 

Deferred income and social contribution tax assets are reviewed at each reporting date and 

reduced when their realization is no longer probable. 

 

Deferred tax assets and liabilities are offset when there is a legal enforceable right to set off 

current tax assets and liabilities, and the latter relate to income taxes levied by the same tax 

authority on the same taxable entity. 

 

e. Financial instruments 
 

Non-derivative financial assets and liabilities - recognition and derecognition 
The Company recognizes loans and receivables initially at the date of the transaction that 

originated them. All other financial assets and liabilities 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 flow of 

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

flows over 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 such transferred financial assets 

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

 

The Company derecognizes a financial liability when its contractual obligations are discharged 

or canceled or expired. 

 

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

when the Company has 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.  
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Non-derivative financial assets - Measurement 
 

Financial assets measured at fair value through profit or loss 
A financial asset is classified as measured at fair value through profit or loss if it is held for 

trading or is designated as such upon initial recognition. The transaction costs are recognized in 

income (loss) as incurred. They are measured at fair value and changes in the fair value, 

including gains with interest and dividends, are recognized in the income for the year. 

 

Loans and receivables 
Such assets are initially measured at fair value plus any transaction costs directly assignable. 

After their initial recognition, loans and receivables are measured at amortized cost using the 

effective interest rate method. 

 

Cash and cash equivalents 

In the statements of cash flow, cash and cash equivalents comprise balances of cash and banks, 

cash deposits and remunerated current accounts, subject to an insignificant risk of change in fair 

value and are used by the Company to manage short-term obligations. 

 

Non-derivative financial liabilities - Measurement 
A financial liability is classified as measured at fair value through profit or loss if it is held for 

trading or is designated as such upon initial recognition. The transaction costs are recognized in 

income (loss) as incurred. Financial liabilities recorded at fair value through profit or loss are 

measured at fair value and changes in the fair value of such liabilities, including gains with 

interest and dividends, are recognized in the income for the year.  

 

Other non-derivative financial liabilities are initially measured at fair value less any transaction 

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

amortized cost using the effective interest rate method.  

 

f. Impairment 
 

Non-derivative financial assets (including receivables) 
Financial assets not classified as financial assets at fair value through profit or loss are evaluated 

at each balance sheet date to determine if there are objective impairment evidences. 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 of financial assets’ impairment include: 

 

 Debtor’s default or delays; 

 Restructuring of an amount owed to the Company at conditions that the Company would not 

consider as normal conditions; 

 Indications that the debtor or issuer will face bankruptcy/court-ordered reorganization; 

 Negative changes in payment situation of debtors or issuers; 
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 The disappearance of an active market for an instrument due to financial distress; or 

 Observable data indicating that expected cash flow measurement of a group of financial assets 

decreased. 

Financial assets measured at amortized cost 
The Company considers as evidence of impairment of assets measured by amortized cost both 

individually and on an aggregate basis. All individually significant assets are assessed for 

specific impairment. Those identified as non-impaired on an individual basis are collectively 

assessed for any impairment loss not yet identified. Assets that are not individually significant 

are collectively assessed for impairment by grouping together assets with similar risk 

characteristics. 

 

When assessing impairment on an aggregate basis the Company makes use of historical trends 

of the recovery term and the amounts of losses incurred, adjusted to reflect the Management's 

judgment if the current economic and credit conditions are such that the actual losses will 

probably be higher or lower than those suggested by historical trends. 

 

An impairment is calculated as the difference between the asset's book value and the present 

value of estimated future cash flows discounted at the financial asset's original effective interest 

rate. The losses are recognized in income (loss) and reflected in a provision account. When the 

Company considers that it is not possible to reasonably expect recovery, amounts are written-off. 

When a subsequent event causes the amount of the impairment loss to decrease, the impairment 

loss is reversed through profit or loss. 

 

Non-financial assets 
The book values of non-financial assets of the Company, except for deferred tax assets, are 

reviewed at each balance sheet date to determine if there is indication of impairment loss. If 

such indication exists, the asset's recoverable value is estimated. In case of goodwill, 

recoverable value is tested on an annual basis. 

 

For impairment tests, assets are grouped into cash generating units (CGUs), that is, in the 

smallest group of assets that can generate cash inflows by continuous use, which are mostly 

independent from cash inflows referring to other assets or cash generating units.  

 

Recoverable value or CGU of an asset is the higher of value in use and fair value less selling 

costs. Value in use is based on estimated future cash flows discounted to present value using a 

discount rate before taxes that reflects current market evaluations of times value of money and 

the specific risks of the assets or CGU. 

 

An impairment loss is recognized when the book value of an asset or its CGU exceeds its 

recoverable value. 

 

Impairment losses are recognized in profit or loss. Recognized losses referring to CGUs are 

initially allocated to reduce any goodwill allocated to that CGU (or CGU group) and then to 

reduce the book value of other assets of that CGU (or CGU group) on a pro rata basis. 
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An impairment loss related to goodwill is not reversed. Regarding other assets, impairment 

losses are reversed only with the condition that the book value of the asset does not exceed the 

book value that would have been calculated, net of depreciation or amortization, if the value 

loss had not been recognized. 

 

g. Property, plant and equipment 
 

Recognition and measurement 
Property, plant and equipment items are stated at historical acquisition or construction cost, net 

of accumulated depreciation and impairment losses, when required.  

 

Fixed-asset costs comprise expenditures directly attributable to the asset 

acquisition/construction, including material costs, direct labor costs and any other costs for 

installing the asset in place, and creating conditions for their operationability.  

 

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

accounted for as separate items (major components) of PP&E. 

 

Gains and losses on disposal of a property, plant and equipment item are determined by 

comparing the proceeds from disposal with the book value of Property, plant and equipment and 

are recognized net within "Other income" in the income (loss). 

 

Subsequent costs 
Subsequent costs are capitalized in accordance with the probability that associated future 

economic benefits may be earned; otherwise, it is recognized in income (loss) as an expense. 

 

Depreciation 
Fixed assets items are depreciated using the straight-line method in the income for the year 

based on the estimated economic useful life of each component. Depreciation is recognized in 

profit or loss.  

 

Estimated average useful lives for the current and comparative year are as follows: 

 
Machinery and equipment 10 years 

Furniture and fixtures 10 years 

IT equipment 5 years 

Vehicles 5 years 

Leasehold improvements 10 years 

 

The depreciation methods, useful lives and residual values are revised at the reporting date of 

the financial statements and any adjustments are recognized as changes to accounting estimates. 

 

h. Intangible assets 
 

Goodwill 
Goodwill has as it’s the economic fundamental the expectation of future profitability and arises 

from a transaction conducted in a period prior to the adoption of CPC accounting 

pronouncements for the preparation of financial statements, under an accounting policy of using 

the same criteria used for the preparation of prior financial statements, and then discontinuing 

the amortization. 
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Consequently, goodwill started being tested for impairment on an annual basis. Any identified 

impairment losses are recognized against goodwill and are not reversed. Goodwill is stated at 

cost less amortization through December 31, 2008, the date of transition into CPC accounting 

pronouncements.  

 

Software 
Acquired software licenses are capitalized based at the costs incurred to acquire the software 

and prepare them for use. These costs are amortized over their estimated useful life of software 

(three to five years). Amortization is recognized in income (loss). 
 

i. Provisions 
A provision is set up when the Company has a legal or constructive obligation as a result of a 

past event, which can be reliably estimated, and it is probable that an outflow of funds will be 

required to settle the obligation. 

 

Provision for guarantees of construction works 

Up to 2016, Racional Engenharia provisioned the liabilities for the construction works 

exclusively based on the estimate of expenses of the construction works in guarantees (SAC) for 

the next year, carried out annually by the quality department of the company. As of 2017, the 

company established an additional provision for construction works started in the year, as a 

contingency of expenses with guarantee of construction works (SAC) and labor and civil 

liabilities. The amount of the additional provision is calculated based on the historical average 

of expenses with guarantee of the construction works (SAC) and labor and civil liabilities of the 

last 3 years and represents 0.6% of the Equivalent Income. 

 

j. Distribution of dividends 
Payment of dividends to partners is recognized as a liability in the Company’s financial 

statements when established in shareholders’ meetings, since no payments of mandatory 

minimum dividends are foreseen. 

 

k. Fair value measurement 
Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an 

orderly transaction between market participants at the measurement date in the principal or, in 

its absence, the most advantageous market to which the Company has access at that date. The 

fair value of a liability reflects its non-performance risk. The non-performance risk includes, 

among others, the Company’s own credit risk. 

 

A number of the Company’s accounting policies and disclosures require the measurement of 

fair values, for both financial and non-financial assets and liabilities . 

 

When one is available, the Company measures the fair value of an instrument using the quoted 

price in an active market for that instrument. A market is regarded as active if transactions for 

the asset or liability take place with sufficient frequency and volume to provide pricing 

information on an ongoing basis.  

 

If there is no quoted price in an active market, then the Company use valuation techniques that 

maximize the use of relevant observable inputs and minimize the use of unobservable inputs. 

The chosen valuation technique incorporates all of the factors that market participants would 

take into account in pricing a transaction. . 
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If an asset or a liability measured at fair value has a bid price and an ask price, then Company 

measures assets and long positions at a bid price and liabilities and short positions at an ask 

price. The best evidence of the fair value of a financial instrument on initial recognition is 

normally the transaction price - i.e. the fair value of the consideration given or received. If 

Company determine that the fair value on initial recognition differs from the transaction price 

and the fair value is evidenced neither by a quoted price in an active market for an identical 

asset or liability nor based on a valuation technique for which any unobservable inputs are 

judged to be insignificant in relation to the measurement, then the financial instrument is 

initially measured at fair value, adjusted to defer the difference between the fair value on initial 

recognition and the transaction price. Subsequently, that difference is recognized in profit or 

loss on an appropriate basis over the life of the instrument but no later than when the valuation 

is wholly supported by observable market data or the transaction is closed out. 

 

l. New standards and interpretations not yet effective 
Several new standards or amendments to standards and interpretations will become effective for 

the years started after January 1, 2018. The Company did not adopt these amendments in the 

preparation of these financial statements and does not plan to adopt these standards in advance. 

 

(i) 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 - Financial Instruments: Recognition and measurement. 

 

CPC 48 contains three main classification categories for financial assets: measured at amortized 

cost, at fair value through other comprehensive income (FVTOCI) and at fair value through 

profit or loss (FVTPL). The standard eliminates the categories existing in CPC 38 of held-to-

maturity, loans and receivables, and available for sale.  

 

Based on its preliminary assessment, the Company does not see the new classification 

requirements will having a significant impact on the calculation of accounts receivables and 

loans and financing measured at fair value. 

 

CPC 38 replaces the “incurred losses” model of CPC 38 / IAS 39 with a prospective “expected 

credit losses” model. This will require a relevant judgment as to about changes in economic 

factors affect the expected credit losses, which will be determined based on weighted 

probabilities. 

 

According to CPC 48, the provisions for expected losses will be measured on one of the 

following bases: 

 

 Expected credit losses for 12 months, i.e., credit losses that result from potential delinquency 

events within 12 months after the base date; and 

 Lifetime expected credit losses, i.e., credit losses that result from all possible delinquency 

events over the expected life of a financial instrument. 

The Company’s Management assessed the standard and it was not possible to reasonably 

estimate the impact to be considered considering this change due to the current stage of analysis 

involving an adjustment in the management system. However, it should not be significant, since 

the credit risk of the Company’s accounts receivable is low. 
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(ii) CPC 47 - Revenue with contract with customers 
CPC 47 introduces a comprehensive framework for determining whether and when income is 

recognized, and how income is measured. CPC 47 replaces the current standards of income 

recognition, including CPC 30 Income, among others. 

 

CPC 47 establishes a five-phase model for accounting revenues arising from agreements with 

customers, so that a revenue is recognized at an amount that reflects the consideration the entity 

expects to be entitled to in exchange for the transfer of goods or services to the client. 

 

The five steps are: 1) Identify contracts with client; 2) Identify performance obligations of the 

contract; 3) Determine transaction price; 4) allocate the transaction price to contractual 

performance obligations; and 5) recognize revenue when (or to the extent) the entity meets the 

performance obligations. 

 

Contractual income currently includes the initial amount established in the agreement plus any 

changes in work contracted, claims and incentive payments, as the revenue becomes likely as a 

result and they can be reliably measured. When a claim or change is recognized, the 

measurement of progress of the agreement or the price of the agreement is reviewed, and the 

cumulative position of the agreement is reassessed in each reporting period. 

 

Under CPC 47, claims and changes will be included in the accounting of the agreement when 

approved. 

 

So far, based on its evaluation, the Company have not identified significant effects as compared 

with current income standards CPC 30 regarding the recognition of income. However, it is 

expected that the notes to Financial Statements will be expanded. 

 

The Company has not early adopted this standard. The Company’s Management assessed the 

standard and its impacts and understands that the application of this pronouncement will not 

give rise to a significant impact on its financial statements, either in the result for the year or in 

quotaholders’ equity. 

 

(iii) CPC 06 (R2) (Leases) 
CPC 06 (R2) introduces a single model of accounting of leases in the balance sheet to lessees. A 

lessee recognizes an asset of right of use that represents its right to use the leased asset and a 

lease liability that represents its obligation to make the lease payments. Optional exemptions are 

available for short-term leases and low-value items. The lessor’s accounting remains similar to 

the current standard, that is, lessors continue to classify leases as financial or operating leases. 

 

The standard will come into force as of fiscal years starting on or after January 1, 2019 and 

should not have a material effect on the financial statements. 

 

The Company is still studying what will be its transition model, but initially it intends to use the 

model of CPC 06 (R2), adopting the modified retrospective approach. Therefore, cumulative 

effect of adopting CPC 06 (R2) will be recognized as an adjustment to retained earnings’ 

opening balance on January 1, 2019, without updating comparative information. 

 

The Company is not obliged to make adjustments for one-lessor leases, except when it refers to 

an intermediary lessor in a sub-lease. 
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4 Cash and cash equivalents 
 
  2017   2016 

        

Cash 45   37 

Demand deposits  242   168 

Current account (remunerated) 1,978    14,940 

        

  2,265     15,145 

        

 

Cash and bank deposit balances include basically cash available and bank deposits available in 

the current account, respectively. 

 

5 Interest earning bank deposits 
 

Financial institution   

Average 

interest rate 

p.a. %  2017   2016 

            

Banco Santander S.A.    101 10,546    16,948 

Banco Votorantim S.A.    100-101 2,832    11,565 

Banco Safra   100-102 15,497    - 

Banco Itaú S.A.    100-102 2,047    - 

Caixa Econômica Federal   100-101 3,522    32,336 

            

      34,444    60,849 

 

The changes in the balance of financial investments are shown below: 

 
 Balance at December 31, 2016   60,849 

      

Addition   174,652 

Redemptions   (206,925) 

Earnings   5,868 

      

Balance at December 31, 2017   34,444 

 

Financial investments refer mostly to Bank Deposit Certificates and fixed-rate funds earning 

100% to 102% of the interbank deposit rate. 
 

Interest income on financial investments is considered in the financial statement of cash flows 

as an operating activity. New funding and disposal of these financial investments are considered 

in the statement of cash flows of investment activities.  
 

The Company's exposure to interest rate risks and a sensitivity analysis of financial assets and 

liabilities are disclosed in note 25 - Financial instruments. 
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6 Trade accounts receivable  
 
  2017   2016 

        

Trade accounts receivable  18,316    49,629 

Pledges from clients (a) 2,991    5,064 

        

  21,307    54,693 

 

Current  20,926     53,553 

Non-current  381     1,140 

 

The breakdown of accounts receivable by type of contract is shown below: 

 
Construction management agreements  7,262    13,936 

Fixed-price construction agreements 13,709   40,757 

Pre-construction contracts 336    - 

        

  21,307    54,693 

 

The balances of accounts receivable for performed and billed services, as of December 31, 2017 

and 2016, by maturity periods, are as follows: 

 
  2017   2016 

        

Falling due 19,030    37,613 

Overdue       

61-90 days -    340 

        

Billed services 19,030    37,953 

Services to be billed (falling due) 2,277    16,740 

        

  21,307    54,693 

 

In 2017 and 2016, the Company did not form an allowance for doubtful accounts, since the 

Company did not present, historically, losses on arrears.  

 

7 Current tax assets 
 
  2017   2016 

        

CSLL recoverable 212    13 

IRPJ recoverable 1,511    6 

Withholding of recoverable social security charges on billings  92   549 

Other -    4 

  1,815  

  

 572 
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8 Other receivables 
 
  2017   2016 

        

MCT consortium (note 24d.) 335     2,329  

Consortium Estádio (note 24 d.) 62     62  

Value to recover, suppliers 334     324  

Advance to employees 110     47  

Other 279     224  

        

  1,120    2,986 

        

Current  722    595 

Non-current  398    2,391 

 

9 Deferred tax assets 
 
  2017   2016 

Temporary additions to the determination of taxable income       

 Provision for contingencies 3,652     2,984  

 Provision for guarantee of construction works 8,407     5,601  

 Profit sharing 6,963     9,106  

 Provision for administrative expenses 234    82 

 Provision for profit sharing - long-term incentive 1,914    1,914 

 Provision for labor contingencies - CLRV 133    127 

 Provision for civil contingencies - CLRV 25    22 

 Provision for non-recoverable taxes 180   - 

 Employee benefits 3,877    2,699 

 Other accounts payable 1,122   1,195 

 Accumulated tax losses 17,987    - 

 

Temporary exclusion in the determination of taxable income       

 Tax amortization of goodwill  (6,655)    (6,655) 

        

Total temporary additions, net  37,839    17,075 

 Nominal rate - % 34    34 

Deferred income and social contribution taxes 12,865  

  

 5,806 

In the income (loss) for the year (Note 23) 7,060  

 

  509 

 

Breakdown of deferred tax assets 
The deferred income and social contribution taxes are recognized to reflect future tax effects 

attributable to temporary differences between the tax bases of assets and liabilities and their 

book values on the accrual basis. 

 

Unrecognized deferred tax assets 
Deferred tax assets were not recognized in relation to the following items: 

 
  2017 2016 

      

Accumulated losses and the negative social contribution basis -  818 
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10 Property, plant and equipment 
Changes in property, plant and equipment for the years ended December 31, 2016 and 2015: 

 
      2017   2016 

  

 

Annual 

depreciation 

rate - %   Cost   
Accumulated 

depreciation   Net   Net 

                    

Machinery and equipment 10    106    (94)    12     19  

Furniture and fixtures 10    2,854    (2,358)    496     431  

IT equipment 20    3,511    (3,465)    46     196  

Vehicles 20    -    -    -     44  

Leasehold improvements 10    1,240    (1,032)    208    274 

                    

Total      7,711    (6,949)    762    964 
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Machinery and 

equipment 

Furniture and 

fixtures IT equipment Vehicles 

Leasehold 

improvements Total 

Cost               

January 01, 2016   104 2,607 3,846 76 1,240 7,873 

                
Additions   - 98 13 - - 111 

Write-offs   - (7) - - - (7) 

                

December 31, 2016   104 2,698 3,859 76 1,240 7,977 

                

Additions   2  169  6  -  -  177  

Write-offs   -  (13)  (354)  (76)  -  (443)  

                

December 31, 2017   106  2,854  3,511  -  1,240  7,711  

                

Accumulated depreciation           

January 01, 2016   (76) (2,169) (3,416) (17) (901) (6,579) 

                
Additions   (9) (101) (247) (15) (65) (437) 

Write-offs   - 3 - - - 3 

                

December 31, 2016   (85) (2,267) (3,663) (32) (966) (7,013) 

                

Additions   (9)  (99)  (136)  -  (66)  (310)  

Write-offs   -  8  334  32  -  374  

                

December 31, 2017   (94)  (2,358)  (3,465)  -  (1,032)  (6,949)  

                

Net book value               

                

January 1, 2016    28   438   430   59   339   1,294  

December 31, 2016   

 

 19   431   196  44   274   964  

December 31, 2017   

 

12 496  46 -  208  762  
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11 Intangible assets 
 
  2017   2016 

  

 

Annual 

amortization 

rate - %   Cost   
Accumulated 

amortization   Net   Net 

                    

Goodwill in shares acquisitions (*)     8,873    (2,218)    6,655    6,655 

Software 20    10,897    (9,797)    1,100    1,723 

                    

      19,770    (12,015)    7,755    8,378 

 
(*) On September 9, 2007, former parent company Racicorp acquired 10% of the Company’s share quotas, which were 

previously held by individual partners. That transaction generated goodwill of R$ 8,873, and its economic 

fundamental is the expectation of future profitability. In the year beginning January 1, 2009, the systematic goodwill 

amortization based on expected future profitability was discontinued. From then on, only annual recoverability tests 

have been performed. On November 30, 2011, Racicorp split off the entire goodwill it had recorded and merged by 

Racional Engenhara, based on the appraisal report issued by independent experts, at book value.  

The changes in intangible assets for the years ended December 31, 2016 and 2015 are as follow: 

 

    Software 

Goodwill Invest. 

Rational 

Engineering Total 

Cost         

January 01, 2016   10,514 8,873 19,387 

          
Additions   53 - 53 

          

December 31, 2016   10,567 8,873 19,440 

          

Additions   343 - 343 

Write-offs   (13)  -  (13)  

          

December 31, 2017   10,897  8,873  19,770  

          

 

Accumulated amortization   

 

January 01, 2016   (7,357) (2,218) (9,575) 

          

Additions   (1,487) - (1,487) 

          

December 31, 2016   (8,844) (2,218) (11,062) 

          

Additions   (953)  -  (953)  

          

December 31, 2017   (9,797)  (2,218)  (12,015)  

          

Net book value         

January 01, 2016   3,157 6,655 9,812 

December 31, 2016   

 

1,723 6,655 8,378 

December 31, 2017   

 

1,100 6,655  7,755  
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Impairment test 
The Company evaluated the recovery of the book value of goodwill using the “Value in use” 

concept, by means of discounted cash flow models. For the purposes of this test, goodwill was 

allocated to the Company's activities because it is regarding UGC. 

 

The process for determining the value in use involves the use of assumptions, judgments and 

estimates on cash flows, such as income growth rates, costs and expenses, investment estimates 

and future working capital and discount rates. The assumptions of projections of cash flow 

growth are based on Management’s best estimates, as well as on comparable market data, 

economic conditions during the economic life of the set of assets that provide them. Future cash 

flows were discounted based on the respective rate of weighted-average cost of capital 

(WACC). 

 

Consistent with the economic assessment techniques, value-in-use assessment was carried out 

until 2022. Management considered appropriate the use of this period based on its past 

experience in the preparation of accurate cash flow forecasts. Such understanding is in 

accordance with paragraph 35 of CPC 01 (R1) - Asset impairment. 

 

The growth rate used to extrapolate the projections beyond the 4-year period was 12% in 

average per year at nominal values. The estimated future cash flows were discounted at a rate of 

13.25% per annum also in nominal values. The main assumptions used in estimating the value 

in use are as follows: 

 

 The income is projected based on the scenario of projects contracted and to be contracted in the 

period from 2018 to 2021. For the 2018 fiscal year, the projection of the works already 

contracted (Backlog) and the proposals issued and/or being negotiated with the clients based on 

December 2017, with probable success, were used as a premise. In the projection for the 2018 

fiscal year, an income growth was considered due to converting relevant pre-construction 

projects into works. In the remaining years, the company projected a linear growth based on its 

strategic planning with the beginning of infrastructure works.  

 Operating costs and expenses: The costs and expenses were projected in line with the 

Company’s historical performance, as well as the estimated growth of income. 

 Capital investments: To support the growth, Management projects investments of approximately 

R$ 200 per year. The investments corresponded to Management’s estimate. 

Key assumptions were based on the Company’s historical performance and on reasonable 

macroeconomic assumptions on the basis of the market forecasts. 

 

Based on the Company’s annual test of recovery of the assets mentioned above, prepared on 

projections made to the financial statements, expected growth at the time and monitoring of 

projections and operating income during the year ended December 31, 2017, it was not 

identified possible losses or indications of losses, since the value in use is higher than the net 

book value on the date of evaluation. 
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12 Labor and social security obligations 
 
  2017   2016 

        

Salaries and wages 3   - 

Profit sharing 6,963    9,106 

Contribution to social security 172    213 

Contribution to the Severance Indemnity Fund (FGTS) 402    492 

Vacations and corresponding charges 5,498    6,670 

Long-term remuneration incentive plan 1,914    1,914 

Other payroll charges payable 729    233 

        

  15,681    18,628 

 

Current 13,767    16,714 

Non-current 1,914    1,914 

 

In 2017, the profit sharing totaled R$ 6,963 (R$ 9,106 in 2016) calculated based on the 

Company’s Profit Sharing Policy including all Company’s employees, and accounted for as 

“Administrative and commercial expenses.” 

 

13 Current tax liabilities 
 
  2017   2016 

        

Contribution for Social Security Funding - COFINS payable 660     1,584  

Social Integration Program (PIS) payable 143     341  

Service Tax (ISS) payable 887     1,225  

Withholding income tax (IRRF) payable -     770  

Social Security Contribution without Gross Income to Collect -    2,219  

Other taxes payable 1,499    341 

        

  3,189    6,480 

 

14 Suppliers and advances 
 

a. Suppliers 

 
  2017   2016 

        

Suppliers  7,911    14,555 

Pledges and retentions (*) 4,224    7,482 

        

  12,135    22,037 

 

Current 9,387    20,789 

Non-current 2,748    1,248 

 
(*) The balance of pledges and retentions refers to supply contracts. The Company provides the retention of values to be 

released after the conclusion of the respective construction works as a guarantee that suppliers will comply with the 

after construction work commitments in relation to the Company and the Company in relation to the clients. Such 

pledge is formed by means of the adoption of a percentage on the value of labor described in the contract with the 

supplier. 
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b. Advances to suppliers

2017 2016 

Equipment for electrical and hydraulic installations 10,230 10,892 

Advance for imports 292 - 

Elevators 216 - 

Other 9 1 

10,746 10,893 

15 Advances from clients 

2017 2016 

The value of the installment received is greater than the recognized 

income from the progress of work 15,107  19,715 

Installment received at the beginning of contractual effectiveness 16,461  9,236 

Advances received for costs to be incurred 24  14,083 

31,592  43,034 

16 Provisions for guarantees of construction works 
Changes in the provision bay be shown as follow: 

2017 2016 

At the beginning of the year 
5,601 

 
1,602 Supplement of provision 

2,806 
 

3,999 

At the end of the year 8,407  5,601 

Current 7,602   5,601 

Non-current 805   - 

Expenses incurred during the year are directly recorded under “income (loss) for the year”, and 

the provision is adjusted at the end of each year in order to reflect the estimated expenditures 

with repairs during the remaining guarantee period. 

17 Provision for contingencies 

a. Judicial deposits

2017 2016 

Labor 5  3 

Civil 13  25 

Tax (*) 1,827  1,827 

1,845  1,855 

(*) The company made a judicial deposit in an amount of R$ 1,827 as of June 23, 2008, which suspended the 

enforceability of tax credit related to an administrative procedure charging an alleged PIS credit regarding triggering 

events occurred between January 1997 and September 1998. 
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b. Provisions for contingencies 
The Company is party to lawsuits and administrative proceedings deriving from the normal 

course of operations, involving civil, labor and tax issues and are currently defending 

themselves in all tax assessments, administrative proceedings, labor notifications and claims in 

which they are involved. 
 

The Management, based on evaluations from its Company’s internal and external legal advisors, 

formed a provision at an amount considered sufficient to cover probable losses from claims in 

progress, as follows: 

 
  2017   2016 

        

Labor 2,905    1,354 

Civil 747    762 

Sundry contingencies -    868 

        

  3,652    2,984 

 

The provision is formed for proceedings in which the risk assessment, as confirmed by the 

Company’s legal advisors, suggests a probable loss.  

 

Changes in provision for years 2017 and 2016 are as follows: 

 
  2017   2016 

        

At the beginning of the year 2,984    5,086 

        

 Formation of provisions 3,993    627 

 Reversal of provisions (882)    (453) 

 Payments made  (2,443)    (2,276) 

        

At the end of the year 3,652    2,984 

 

Contingent for which a provision has not been formed and evaluated as possible loss. 
The Company is party to labor, civil and tax contingencies, involving loss risks classified as 

possible by Management, based on the evaluation of its legal advisors. No provision was 

formed, since the accounting practices in Brazil do not require the calculation, as shown below: 
 

      2017   2016 
            

Labor     52,187    38,065 

Civil     25,109    6,798 

Tax     2,534    2,398 

      79,830    

 

47,261 

 

The labor and social security contingencies are mainly due to the significant increase in claims 

related to former employees, as well as cases in which the Company answers subsidiarily or 

jointly with outsourced service providers, something pertinent to the Company’s business 

segment. 
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On the opinion of its legal advisors, the Company’s main civil lawsuit with possible loss, the 

reason why no provision was recognized in the financial statements, corresponds to the 

indemnity lawsuit filed by a consortium incorporated for the second phase of the construction 

the Estádio Olímpico João Havelange in the city of Rio de Janeiro, RJ, where the plaintiff asks 

for the refund of amounts spent on repairs carried out, claiming that the initial engineering 

project for the construction had flaws that would fall under the responsibility of Racional and of 

the other defendants involved, originally hired by the Municipality to carry out the construction 

works. The amount of the contingency was of R$18,891,227.16 on December 31, 2017 (without 

elements to ascertain the amount on December 31, 2016). 

 

The Company’s main tax lawsuit with possible loss refers to the tax inspection and additional 

assessment by the Brazilian Federal Revenue Service (“RFB”) in the amount of R$972,355.03 

(R$924,264.69 on December 31, 2016) due to alleged pending amounts of PIS on the income 

from January 1998 to March 1998. The administrative lawsuit is currently pending trial of the 

voluntary appeal at CARF-DF in Brasília. 

 

18 Employee benefits 
 

a. Post-employment benefit plan 
The Company records a provision for post-employment benefits related to a healthcare plan. 

The net liabilities recorded on December 31, 2017 is of R$ 3,877, classified in non-current 

liabilities (R$ 2,699 in 2016). 
 

Amounts related to such benefits were determined in an evaluation conducted by an 

independent actuary and are recognized in financial statements in accordance with CPC 33. 
 

b. Balance of post-employment benefit obligations calculated by independent 

actuaries changed as follows 
The updating of liabilities was recorded in the income (loss) for the year. The net expense 

incurred with the healthcare plan granted to employees for 2017 and 2016, in accordance with 

actuarial calculations performed by independent actuaries, includes the following components: 
 

    Healthcare plan    Healthcare plan  

Provision restatements   Granted in 2017   Granted in 2016 

          

Cost in the period regarding the restatement - Provisions   447   243 

          

Previous balance   2,699   1,731 

 Cost of the defined benefit         

Cost of current service   144   17 

Cost of interest   303   226 

Actuarial losses    731   725 

          

Net cost in the period regarding the net expenses with plan   3,877   2,699 
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c. Actuarial assumptions 
The main assumptions adopted in the calculation were as follows: 
 

Description   

Current 

assumption 

 

Financial     

Capacity factor of benefits   100% 

Expected inflation rate - Long-term   4.50% 

Actuarial discount nominal rate   5.27% 

Medical costs growth nominal rate - Medical inflation   3.00% 

Medical costs actual growth rate per age - Aging factor   1.02% 

Likelihood of post-retirement inclusion in medical plan   17.10% 

 

Biometric     

General mortality table AT-2000 M/F AT-2000 M/F 

Mortality table of individuals with permanent disability N/A N/A 

Table of new disability benefit vested N/A N/A 

Turnover table - (end of employment relationship) Note 1 Note 1 

Entry into retirement Note 2 Note 2 
 

(i) The turnover table adopted reflects rate of: 29% (Length of service + 1) applied to the Company’s demographic 

profile. 

(ii) The entry into retirement is 60 years (55 years in 2015), for both genders plus 10 years in the Company. 

Sensitivity analysis 

 

(i) Discount rate sensitivity regarding the calculated obligations 

 
Rate       Total obligation Change 

Real       

 

3,877 -  

Increase +1%       3,427  (12%)  

Decrease -1%        4,385  13%  

 

(ii) Average inflation sensitivity regarding the calculated obligations 

 
Rate       Total obligation Change 

Real       

 

3,877 -  

Increase +1%       4,385 13%  

Decrease -1%        3,427 (12%)  

 

19 Quotaholders' equity 
 

a. Capital 
As of December 31, 2017, the capital, fully subscribed and paid-in is divided into 21,615,393 

quotas and R$ 1.00 each.  
  



Racional Engenharia Ltda. 

Financial statements 

December 31, 2017 and 2016  

35 

The breakdown of capital can be shown as follows: 
 

Partner   Shares   

Amount  

in BRL 

          

Racional Participações S.A.   21,615,392   21,615,392 

Individuals - managing partners   1   1 

          

    21,615,393   21,615,393 

 

b. Dividends  
 

  2017   2016  

        

Partners’ meeting as of March 28, 2016 -    874 

Partners’ meeting as of August 23, 2016 -     99 

Partners’ meeting as of March 22, 2017 205    - 

Shareholders’ meeting on April 28, 2017 30,000    - 

Dividends from retained earnings 30,205  

  

 973 
 

The distribution of dividends was made for the following partners: 
 

Partner       2017   2016 

              

Racional Participações S.A.       30,000    - 

Individuals - managing partners       205    973 

              

Payment of dividends        30,205    973 

              
 

c. Retained earnings 
The allocation of the net income for the year and accumulated balance was authorized in a 

Quotaholders’ Meeting. 
 

20 Net operating income 
 
Income from Services Rendered 2017   2016 

        

Construction work and mixed-purpose contracts  233,997   402,786 

Construction management agreements 70,275    81,490 

Pre-construction contracts 5,574    1,733 

  309,846  

  

 486,009 

        

Deductions from gross income       

 (-) Service taxes (30,304)    (46,037) 

Total net operating income 279,542  

  

 439,972 
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In relation to management contracts, Management considered that the following factors indicate 

that the Company acts as an agent:  

 

 The Company does not hold securities and is not exposed to the risk of inventories on the 

products supplied. 

 Although the Company receives payment from the final client, all credit risk is retained by the 

product supplier. 

 The Company cannot change the prices established by the supplier. 

21 Costs and expenses by nature 

 
a. Cost of services rendered 

 
  2017   2016 

        

Materials and services (152,069)     (245,880) 

Personnel (note 21 c.) (64,389)     (75,278) 

Utilities and services (30,645)     (44,262) 

Occupation (15,048)     (22,608) 

        

  (262,151)    (388,028) 

 

b. Administrative and commercial expenses 
 
  2017   2016 

        

Personnel (note 21 c.) (27,800)     (29,238) 

General expenses (9,249)     (10,314) 

Occupation (2,627)     (2,706) 

Reversal of provision of contingencies (849)     2,102  

Provision of post-employment benefit (447)    (243)  

Utilities and services (1,053)     (1,927) 

Tax expenses (122)     (188) 

        

  (42,147)    (42,514) 

 

c. Personnel expenses 

 
  2017   2016 

        

Salaries (45,632)     (51,051) 

Vacation (4,777)     (6,164) 

13th salary (3,811)     (4,361) 

INSS (5,078)     (5,221) 

FGTS (6,529)     (6,780) 

Profit sharing  (2,017)     (5,898) 

Food - PAT (3,966)     (5,194) 

Other personnel expenses (20,379)     (19,847) 

        

  (92,189)    (104,516) 
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Personnel expenses 2017   2016 

        

Cost  (64,389)   (75,278) 

Administrative expenses (27,800)    (29,238) 

        

  (92,189)    (104,516) 

22 Net financial income 
 
  2017   2016 

        

Income from interest earning bank deposits 5,868     8,906  

Asset interest 488     453  

        

Total financial income 6,356    9,359 

        

Discounts granted (722)     (273) 

Liability interest (37)     (456) 

Bank expenses (410)     (695) 

        

Total financial expenses  (1,169)    (1,424) 

 
Net financial income  5,187    7,935 

 

23 Income and social contribution taxes 
 

Current income and social contribution taxes  
Reconciliation of IRPJ and CSLL at the rates provided under the tax legislation, with the 

respective sums in the statement of operations. The Company presented the following bases for 

calculating income and social contribution taxes in the year ended December 31, 2017 and 2016 

 
    2017   2016 

          

(Loss)/Income before income and social contribution taxes   (20,448)   15,562 

Nominal rate - %   34   34 

          

Income tax and social contribution at nominal rate 

  

6,952 

  

(5,291) 

      

Tax loss carryforward and negative basis   -    1,817 

Adjustments:         

Non-deductible expenses     -    (257) 

 Other   108   24 

Deferred (current) income tax and social contribution on the fiscal year’s result   

 

7,060   (3,707) 

          

Current    -   (4,216) 

Deferred assets   7,060   509 

          

Effective rate   35%   24% 
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24 Related party transactions 
 

a. Remuneration of key management personnel 
In the year ended December 31, 2017, an amount of R$ 1,185 (R$ 2,292 in 2016) was paid to 

the Company’s Managers as remuneration presented as “Personnel expenses”.  

 

Moreover, the directors are also the company’s quotaholders, and the payment of dividends are 

described in Note 19 b. 

 

No sums were paid as: (a) post-employment benefits (pensions, other retirement benefits, post-

employment life insurance and medical care); (b) long-term benefits (long service leave or other 

leaves, jubilee or other benefits per years of service, long-term disability benefits); (c) benefits 

on termination of employment contract; (d) share-based compensation. 

 

b. Operations 
The Company leases the building where its headquarters operate, owned by Racicorp Comércio 

e Participações Ltda., incurred as lease expenses amounting to R$ 1,287 (R$ 1,254 in 2016), 

recorded as “Administrative and commercial expenses". 

 

c. Other related party transactions 
The main balances of assets and liabilities as of December 31, 2017 and 2016 as well as 

transactions that influenced income (loss) for the year, related to operations with related parties, 

result mainly from transactions with quotaholders and associated companies of the same 

economic group under normal market conditions. The checking account balances do not 

anticipate financial charges. 

 

d. Other transactions with consortia 
The amounts receivable (current assets) of Consortium MCT and Consortium Estádio refer to 

the results incurred from consortium operations carried out by the company as a member of the 

consortium operations. The amounts payable (current liabilities) refer to relending to be made to 

Consortium LRV, Consortium CEDAE and Consortium MCT, referring to consortium 

provisions received by the Company. 

 

The balances of transactions with related parties, substantially contracts for related parties’ 

checking accounts, are as follows: 

 

Assets 

 

Current 
 

  2017   2016 

        

Checking account receivable from related parties       

Centeranel 3 Logística e Participações -     91  
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25 Financial instruments 
 

Overview 
The Company is exposed to the following risks resulting from financial instruments: 

 

 Credit risk; 

 Liquidity risk, and 

 Operating risk. 

This note presents information on the Company's exposure to each of the risks above, the 

Company's objectives, measurement policies, and the Company's risk and capital management 

proceedings. 

 

Risk management structure 
The Company’s Management is responsible for the definition and follow-up of the Company's 

risk management policies and managers of each area regularly report to the Company on their 

activities. 

 

The Company's risk management policies were established to identify and analyze the risks that 

the Company is exposed, to define appropriate limits and controls of risks, and to monitor risks 

and adherence to the limits. Risk policies and systems are reviewed regularly to reflect changes 

in the market conditions and in the activities of the Company. The Company seeks to develop, 

upon its training and management standards and procedures, a discipline and control 

environment in which all employees are aware of their assignments and obligations. 

 

Credit risk 
Credit risk is the risk of the Company incurring losses due to a client or financial instrument 

counterparty, resulting from failure in complying with contract obligations. Risk is mainly due 

to trade accounts receivable, and of interest earning bank deposits. 

 

Management seeks to minimize the credit risks tied to financial institutions, by diversifying its 

operations with top line institutions. 

 

Financial assets’ book values represent maximum exposure to credit risk, as follows: 

 
  Note 2017 2016 

        

Cash and cash equivalents  4 2,265  15,145 

Interest earnings bank deposits 5 34,444  60,849 

Trade accounts receivable 6 21,307  54,693 

Other receivables 8  677  2,986 

Checking accounts receivable - related parties 24  

 

-  91 

  

   58,693  133,764 
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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. 

Many clients have been operating with the Company for more than 5 years, and no loss has been 

recognized for these clients.  

The Company requires guarantees in relation to “accounts receivable and other receivables by 

making contractual retentions and pledges. 

Management believes that the Company does not have high liquidity risk, considering its capital 

structure with a low participation of debt maintained with third parties. 

Additionally, they mechanisms are periodically analyzed aiming to raise funds to reverse 

positions that could affect the liquidity of the Company. 

The table below shows the risks of liquidity by maturity and reflects the financial flow of the 

Company on December 31, 2017: 

Total  

Up to 1  

year 

>1 

year 

Assets 

Cash and cash equivalents 2,265 2,265 - 

Interest earnings bank deposits 34,444 34,444 - 

Trade accounts receivable 21,307 20,926 381 

Other receivables  677 279 398 

58,693 57,914 779 

Liabilities 

Suppliers, escrows and withholdings 12,135 9,387 2,748 

Other accounts payable 267 95 172 

12,402 9,482 2,920 

We do not expect that cash flows, including in the Company's maturity analysis, may occur 

significantly earlier or in significantly different amounts. 

Interest rate risk 
The Company is exposed to the risks and fluctuations of interest rates in its investments  

On the date of the Company’s interim financial statements, the profile of financial instruments 

remunerated by Company's interest was: 

Book value 

2017 2016  

Variable rate instruments 

Financial assets 

Interest earnings bank deposits 34,444  60,849 

34,444  60,849 
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The Company performed sensitivity analysis of main risks to which its financial instruments are 

exposed. For the sensitivity analysis of changes in interest rate, Management adopted for the 

probable scenario the same rates used on balance sheet date. Scenarios II and III were estimated 

with additional valuation of rates of 25% and 50% respectively, while scenarios IV and V have 

estimated additional devaluation of 25% and 50%, respectively, for the probable scenario. 

The table below shows possible impacts on results for each of the scenarios: 

Scenarios 

Asset Exposure Exposure Risk 

Effective 

interest rate 

at 2017 Probable 

II  

25% 

III 

 50% 

IV 

-25% 

V 

-50%

1- Financial assets

Interest earnings bank

deposits 34,444 CDI change 9.88%   3,403 4,254 5,105  2,552  1,702  

3,403  4,254  5,105  2,552  1,702 

Scenarios 

Asset Exposure Exposure Risk 

Effective 

interest rate 

at 2016 Probable 

II  

25% 

III 

 50% 

IV 

-25% 

V 

-50%

1- Financial assets

Interest earnings bank

deposits 60,849 CDI change 14.00% 8,519 10,649 12,779 6,389 4,259 

8,519 10,649 12,779 6,389 4,259 

Operating risk 
Operating risk is the risk of direct or indirect losses arising from different causes related to the 

Company's processes, personnel, technology and infrastructure and external factors, except 

credit and liquidity risks, as those arising from legal and regulatory requirements and from 

generally accepted corporate behavior standards. 

The Company's goal is to manage the operating risk to avoid the occurrence of financial losses 

and damage to its reputation, and to pursue cost effectiveness and avoid control procedures that 

restrict initiative and creativeness. 

Top management of each business unit is responsible for developing and implementing controls 

to address operating risks.  

Existence of integrated and accurate information systems support Management on mitigation of 

operating risks with the implementation of standardized and automated processes.  

Capital management 
The Company's capital management is conducted so as to balance own and third parties' fund 

sources, balancing the return to quotaholders and the risk to quotaholders and creditors. 
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Classification of financial instruments 
The classification of financial instruments is presented in the table below, and there are no 

financial instruments classified in other categories besides those informed: 

 

   

Fair value 

through profit 

or loss   

Loans and 

receivables   

Liabilities at 

amortized 

cost   

Total at 

December 31, 

2017 

Assets                 

Cash and cash equivalents 4 -    2,265    -    2,265  

Interest earnings bank deposits 5 34,444    -    -    34,444  

Trade accounts receivable 6 -    21,307    -    21,307  

Other credits receivable 8  -    677    -    677  

    34,444    24,249    -    

 

58,693 

                  

Liabilities                  

Suppliers 14  -    -    12,135    12,135  

Other accounts payable   -    -    267    267  

                  

    -    -    12,402    

 

12,402 

 

   

Fair value 

through profit 

or loss   

Loans and 

receivables   

Liabilities at 

amortized 

cost   

Total at 

December 31, 

2016 

Assets                 

Cash and cash equivalents 4 -   15,145   -   15,145 

Interest earnings bank deposits 5 60,849   -   -   60,849 

Trade accounts receivable 6 -   54,693   -   54,693 

Other credits receivable 8  -   2,986   -   2,986 

    

 

60,849   72,824   -   133,673 

                  

Liabilities                  

Suppliers 14  -   -   22,037   22,037 

                  

Other accounts payable   -   -   1,442   1,442 

    

 

-   -   23,479   23,479 

 

a. Fair value 
 

a.1 Derivative financial instruments 
The Company does not perform operations with derivative financial instruments in order to 

mitigate or eliminate risks to its operation.  

 

a.2 “Non-derivative” financial instruments 
Management considers that fair value equals book value for all operations, as for these 

operations the book value reflects the settlement value on that date on account of the short 

maturity of these operations. Thus, the book values recorded in the balance sheet relating to the 

balances of interest earning bank deposits, accounts receivable, other receivables, such as 

accounts payable and other debts do not differ from their fair values at December 31, 2017.  
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b. Fair value hierarchy 
The different levels were defined as follows: 

 

 Level 1 - Prices quoted (not adjusted) in active markets for identical assets and liabilities; 

 Level 2 - Inputs, except for quoted prices, included in Level 1 which are observable for assets or 

liabilities, directly (prices) or indirectly (derived from prices), and 

 Level 3 - Assumptions, for assets or liabilities, which are not based on observable market data 

(non-observable inputs); 

c. Determination of fair value 
Level 2 - Interest earning bank deposits were recorded on a basis of the redemption value on 

that date, representing the best fair value. 

 

In levels 1 and 3, the company had no qualifying transactions. 
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Attachment 
 

Supplementary information for the financial statements as of 

December 31, 2017 
 

In thousands of reais 
 

Statement of the total sum of construction contracts in effect under the company’s 

responsibility 
 

  2017   2016 

        

Construction work and mixed-purpose contracts       

 Recognized gross income 233,997    402,786 

 Material and services provided by clients 79,901    208,409 

        

Total of civil works under special-order and mixed contracts 313,898    611,195 

        

Construction management and pre-construction agreements       

 Recognized gross income 75,849    83,223 

 Construction costs paid directly by clients 274,153    292,325 

        

Total construction works under management contracts 350,002    375,548 

        

        

Total contractual sum of recognized income 663,900    986,743 

 

The presentation of the data is considered relevant by the Company, since most of the values for 

material and services has been hired directly by the owners of the works / clients and does not 

represent an income recognized by the Company around the level of operation performed. 

Therefore, the Company submits a statement of value of services provided as an indicator of the 

total volume of construction works undertaken under its financial, technical and administration 

responsibility. 
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