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Since its foundation in December 1971, Racional Engenharia has 

been focused on meeting client demands with quality and effi ciency.

Racional celebrates its 40 years of history as one of the leading 

companies in the Brazilian private civil construction market with 

more than 530 construction projects delivered, seven million 

square meters of built up area and the highest rate of GLA (gross 

leasable area) built and delivered in Brazil for the shopping mall 

segment.

When it began operations, Racional was mainly focused on the 

industrial segment. Today, it maintains a diversifi ed services 

portfolio in eight market segments: Industrial, Mission Critical 

Facilities, Shopping Malls and Retail, Healthcare, Hotels and 

Resorts, Logistics, Corporate, and Education and Culture.

Moreover, Racional stands out by offering complete and customized 

solutions tailor made to satisfy each client’s unique characteristics 

and needs. Through its Pre-Construction services, Racional 

contributes its expertise from project conception by developing 

engineering projects based on cost vs. value, while seeking to 

optimize costs and the best value alternative for the investment.

Furthermore, the Company also plays a signifi cant role in more, t

Real Estate Portfolio management, where in addition to design tate Po

and build, it also assumes the management of properties. ld it a

Altogether, Racional has fi ve completed projects in the Logistics 

and Corporate segments within its directly-owned Real 

Estate Portfolio buildings bearing these features: SulAmérica 

Convention Center, North Tower and South Tower, which make 

up the RioCidadeNova Business Complex in Rio de Janeiro; 

Centeranel Raposo Logistics Park, near the center of São Paulo 

city at the intersection of Mário Covas Ringroad and Raposo 

Tavares Highway, and Centeranel Viracopos Logistics Park 

at Indaiatuba in São Paulo State. The latter is in the project 

development stage.

To maintain its competitive edge in the Brazilian market for 

so many years, Racional has always sought to reinvent itself. 

Throughout this period, it consolidated its business philosophy 

based on the belief that construction is not just a brick-and-

mortar business, but intelligence, ethics and respect for the 

environment are equally important.  

Corporate 

Profile
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Through this proven approach, Racional has developed a 

corporate culture characterized by a close relationship with 

its various stakeholders – clients, suppliers and employees 

– and successfully anchored in reliability, transparency and 

sustainability.

Driven by the signifi cant growth in the Brazilian construction 

sector over the past fi ve years, Racional realized revenue 

equivalent in excess of R$803.8 million in 2010, a staggering 

45% increase over 2009.

Boasting a highly qualifi ed team of executives, engineers and 

technicians with vast experience in the construction industry, 

Racional will continue to invest in new processes, management 

and R&D of new technologies, as well as in the professional 

training of its employees. These are the pillars that will support 

the Company’s growth strategy in the coming years.

 

Mission 

Build and implement high performance buildings and 

developments. 

 

Vision

Be the most reliable brand in its market. 

 

Principles 

•         Client-oriented focus

•         Sustainability 

•         Interdependence 

•         Continuous improvement 
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focused on the practical application of its four driving principles: foc

Client-oriented focus, Sustainability, Interdependence and ility, Interdepen

Continuous improvement.o

Since 2005, we have seen the remarkable recovery of the emarkable recov

Brazilian construction industry and we have achieved signifi cant we have achieved

results with a 25% yearly average growth. During this period, a 25% yearly average growth During

our revenue equivalent  jumped from R$318.4 million in 2005 to equivalent  jumped from

R$803.8 million in 2010, and in 2011 are expected to reach the lion in 2010, and in 201

milestone of R$1 billion.

These results are consistent with Racional’s strategic positioning s are consistent with Ra

initiative that emphasizes customer service innovation and client  emphasizes customer 

loyalty and retention.loyalty and reetention

To maintain our leading position in an increasingly competitive 

and complex market, we have improved our management model x managemen

by seeking greater clarity to key issues such as mission, vision, g as mission

strategy and adoption of corporate governance practices that d nce practic

ensure business continuity and result-oriented management.n d managem

Once this fi rst step has been taken, we have to keep moving r

forward. Therefore, we are now turning our attention to our e

infrastructure, in which we expect to invest R$10 million in r

the next two years. These funds will be used to conduct a w

comprehensive internal restructuring focused on four key s

programs: Sustainability, Knowledge Management, Corporate S

Education and Information Technology. Through the development nd Inf

of programs and actions in these areas, Racional will be prepared and a

to meet the ever-growing demand for construction projects 

without compromising quality, effi ciency and customer focus.

We have redesigned our strategic plan with growth targets for 

the coming years, allowing us to develop the Company’s value 

attributes while enhancing our competitive edge. Furthermore, 

we are investing in a broad knowledge management process w

to improve our ability to build, disseminate, share and retain o

fundamental knowledge in order to maintain our competitiveness u

in the market, thus ensuring the quality of our services. This n

will only be possible if we take into account the importance of take into a

employee growth, beyond their professional boundaries and d their pro

work on their development as human beings.as human 

Message

from the CEO
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It should be underscored that while we are looking to the future we do not 

forsake the present. In 2010, we completed eight of the 19 construction 

projects underway and we now have 16 construction projects in the pipeline for 

2011. During last year, we also strengthened the market positioning of our Real 

Estate Portfolio, an area which has opened up new business opportunities for 

Racional, with the completion of the fi rst construction phase of the Centeranel 

Raposo Logistics Park in October 2010.

We are fully aware that these fi nancial and operating results can only be 

validated over the years if they carry with them the appreciation of human 

beings and respect for the environment. Aware of the importance of the impact 

of our activities on society, we make our decisions with an eye toward striking a 

balance between the economic, social and environmental aspects.

We believe that establishing a dialogue and sharing value with all our 

stakeholders are key factors to ensure the sustainability of our business.

Therefore, we remain committed to providing quality services by building 

increasingly strong relationships with our clients without neglecting our 

responsibility to society and the environment.

With regard to our stakeholders, in 2010 we also strengthened our corporate 

governance policy through the adoption of IFRS (International Financial Reporting 

Standards). Although we are not required to do so, we chose to prepare and 

release our fi nancial statements in accordance with these international 

accounting practices in order to ensure greater transparency when reporting on 

our fi nancial performance to the market.

The success of an organization can be measured by the level of commitment 

from its team. At Racional, we can safely assume that we have a team of 

highly qualifi ed professionals with a zest for business and ready to face the 

challenges that lie ahead. So, as well as thanking everyone for their continued 

dedication, I wish to express my sincere pride and appreciation to all the 655 

employees who contribute to the growth of our Company on a daily basis.

Newton Simões

CEO
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Strategic Management 

Nuclear Structure 

Process Management

Management 

Model
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Racional adopts a unique management model. Guided byRaRa

strategic map, the Company’s management model isd l ia strategic map, the Company’s management s management 

divided into four strategic dimensions, from which targets v sions, from whi

and annual performance indicators are outlined.an

• Strategic Dimensions

Corporate GovernanceCorporate  - Ethics, transparency and 

professionalism are the guidelines that govern Racional’s sm 

corporate governance. The Company continually invests in 

improving its management processes and control systems. 

Through this set of practices Racional seeks to increase its 

value, facilitate its access to capital and contribute to its growth 

and perpetuity.

BrandB – Racional’s key asset is its brand, which is based on the 

recognition of attributes such as reliability, performance and e

value. Through its brand, the Company reinforces its commitment a

to all its stakeholders, promoting sustainable development o

and aligning its economic, social and environmental interests. a

For each of these fronts, Racional mobilizes intellectual and Racional m

material resources, always seeking to maintain its commitment s seeking to

to providing quality services effi ciently.s effi ciently

Strategic Management
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Knowledge - Improve the Company’s ability to retain, share, 

disseminate and build fundamental knowledge in order to a

maintain its market competitiveness. Through this market i t i it

positioning, Racional remains committed to the dynamics of 

innovation, performance excellence and the proper management 

of risks and opportunities. Racional’s goal is to build a systematic 

process that ensures the creation of a production-oriented 

culture focused on learning, access to and sharing of knowledge 

among all stakeholders.

Human Potential - Employees are the major part of Racional’s 

workforce and one of the main pillars that support its growth. 

The Company continually invests in the professional growth of 

its teams by fostering an organizational climate that encourages 

both employee interaction and synergy.

• Strategic Planning

At Racional, strategic planning drives management actions within 

a previously set plan of strategies and goals. This methodology 

has been consolidated over the years and has brought about 

greater focus on results, consistency in investments, simplicity 

and transparency in business management.

By adopting a corporate governance model and the development 

of a long term strategic plan, Racional seeks a clear defi nition of 

its mission, vision and principles, as well as growth targets and 

return indicators for the entire Company.

Introduced in 2004, Racional’s nuclear structure model stands 

out from conventional structures (pyramidal and vertical) to 

build a new form of organization based on horizontality. Another 

key aspect of the nuclear structure model is its characteristic 

movement, which values interdependence, decentralization and 

the interaction between various company groups and employees. 

For this, a number of Committees and Forums were created to 

disseminate strategic and operational information and drive 

decision-making.

9
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• Management Committees 

Board of Directors (CD) o - Responsible for devising and ponsible for de

recommending strategic guidelines for the Company in the re es for the Comp

medium and long term. The Board sets annual targets for all d sets annual tar

committees, assesses their performance relative to targets, and mance relative to t

whenever necessary, deliberates on actions proposed by other n actions propos

management committees.

Business Development Committee (CODE)evelopment Committee  – The chief goal of 

this Committee is to evaluate market opportunities and future tee is to evaluate mark

economic prospects, and enable the exchange of information on ospects, and enable the

potential clients and competitors. Furthermore, the CODE meets nts and competitors. Fu

weekly to discuss issues relating to corporate communication scuss issues relating t

and new business development strategies.s

Operational Committee (COPE) – Meetings are held at minimum 

fortnightly intervals for the exchange, assessment and proposal n ment and p

of policies and processes related to the Company’s operational n pany’s ope

issues.

Strategic Resources Committee (CORE)e – A forum for the 

exchange of experiences and evaluation of proposed policies f 

on issues related to Human Development, Sustainability and e

Information Technology.T

Investment Committee (COMIN) - Responsible for analysis 

and policy making of investments in the projects incorporated and policy mmakinmakin

into the Real Estate Portfolio. The COMIN draws on evaluations l Esta

from the investor’s perspective to propose criteria for fi nancial 

discipline, liquidity and profi tability that will drive the projects.

Nuclear Structure
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• Alignment Forums e

These forums are intended to disseminate strategic 

content between leaders and their teams. Meetings 

consist of dissemination and communication channels 

for the business strategy and are designed to ensure that 

decisions are made in an integrated and comprehensive 

manner by taking confl icts and different points of view 

into account.

Integration Seminar - An annual event that gathers r

together all Racional employees, aimed at promoting staff 

integration, sharing the evolution of the management 

model, and reviewing the main strategies of the Company. 

It is also an open space for discussion, suggestions and 

answering employee questions.

Strategic Management Workshop - Annual meeting 

created in 2010 to further discussions on the Company’s 

strategy for leadership.

Executive Offi cers Meetings for Strategic Alignment 

(RAE Offi cers) – An important channel for introduction 

of new proposals and discussions about the current 

economic scenario. Meetings are held on a quarterly basis 

and are attended by Racional’s full executive group. At the 

meetings, new ideas are shared  promoting the group’s 

alignment with the Company’s strategic positioning.

Strategic Alignment Teams Meetings (RAE Teams) - 

Quarterly meetings held with the Company’s various 

teams and their respective leaders, focusing on issues 

outside the operating fi eld towards a better work 

environment and employee relationship.

Result Meetings - Monthly meetings held with the purpose 

of gauging economic and fi nancial results of contracts 

underway and evaluating risks and opportunities of

new projects.

Contract Setup Meeting (RECON) – A meeting where the

contract manager is introduced to the new project, with 

presentation about the client and their expectations and 

goals, main contract features, its risks, opportunities and 

critical factors.

Contract Finalization Meeting (REFIN) - Held at the end

of each project, this meeting was created to exchange 

information and learn about the rights and wrongs of the 

contract, thus facilitating organizational learning.

Process Management

Created in 2008, the Racional quality and performance 

Program (PRqd) is, in essence, a process management 

model that organizes various business practices adopted 

by Racional, which were structured in processes. As a 

knowledge bank, the PRqd main goal is to identify critical 

business processes and streamline them for  effi cient 

management of each contract.

The PRqd is divided into four process cells – compliance, 

communication and relationship, production and 

organizational process – which, in turn, are composed 

of a set of processes related to each of these fi elds 

of knowledge and connected to one of the Strategic 

Dimensions. 

Furthermore, each process is coached by facilitators, 

who are employees with enough experience to train 

those in charge of conducting the process and evaluate 

performance indicators in a cycle that allows the 

unceasing search for their continuous improvement. 

11
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Market Segments

Engineering and Construction

Real Estate Portfolio

Operating

and Financial

Performance
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Racional has a strong performance in eight Brazilian market l

segments: Industrial, Mission Critical Facilities, Shopping Malls pe

and Retail, Healthcare, Hotels and Resorts, Logistics, Corporate, n esorts, Logistics

Education and Culture.d

Over its 39 years of existence, Racional strengthened its Racional streng

relationship with different audiences in these market segments s in these marke

by understanding and meeting their needs, identifying their nding and meeting th

values, their best practices and main risk factors. The recognition best practices and main

of the uniqueness of each of these segments has become a key eness of each of these s

driver for Racional’s successful performance, enhanced by its acional’s successful pe

impressive customer loyalty record – 58% of the Company’s customer loyalty recor

portfolio consists of recurring clients.sists of recurring client

Engineering and Constructione
With the purpose of providing complete engineering solutions r

and guaranteeing the performance expected by its clients, t ed by its 

Racional construction services are founded on two basic and n on two ba

complementary concepts. t

• Pre-Constructiont

The Company was a forerunner in the provision of Pre-

Construction services, contributing its expertise from the n

preliminary design of the project by providing technical and 

cost information that guide decision-making to the best cost cost informa

estimates and investment value for clients.nd inv

Pre-Construction services are characterized by design validation 

and project guidelines, as well as sustainability studies, 

preliminary designs, value engineering, permits, and planning 

time and costs.

Moreover, through the GMP – Guaranteed Maximum Price, M

Racional supplies its clients with a ceiling amount to be invested. R

In case the Company manages to keep quote prices within n

budgeted parameters, it is granted the right to develop the b

project with the additional benefi t of returning to the client a part p

of the money saved during the execution of construction. the executi

Market Segments
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In 2010, 50% of construction projects delivered by Racional used 

Pre-Construction services. And in 2011, ten out of the 16 Company 

projects currently underway also provide for this type of services.

As well as strengthening the relationship and confi dence with 

its clients, Pre-Construction services are useful when designing 

a product with the best construction solution and the best cost-

benefi t as regards profi tability and sustainability. In addition to 

being a pioneer in the delivery of Pre-Construction services, 

Racional stands out in the market by relying on a core engineering 

team composed of professionals who are dedicated exclusively 

to delivering Pre-Construction services. The team is managed 

by a leader who is held accountable for its results.

 

• Construction

In 2010, Racional had 19 construction projects to its portfolio, 

ten of which were shopping malls. Out of this total, eight 

developments were completed during the year. The highlights 

are the delivery of the fi rst phase of Centeranel Raposo Logistics 

Park, Albert Einstein Israeli Hospital, Mackenzie University, 

Unimed Hospital, and four shopping malls. These projects are 

characterized by great complexity and are, therefore,  aligned 

with the Company’s DNA.

For 2011, Racional has 16 construction projects underway with 

expected delivery of the second phase of Centeranel Raposo 

Logistics Park, the data center for Vivo mobile operator and four 

shopping malls. Another highlight in Racional’s 2011 portfolio is 

the inclusion of two major developments in the Corporate segment 

of Class A buildings – the Z Tower (a partnership between VR Real 

Estate Development and Bradelcar Enterprises) and Morumbi 

Corporate Tower (Multiplan Group). These developments will 

help raise Racional’s construction profi le to a new level yet again.

The growth in the Brazilian construction industry activity 

observed in 2010, continuing a trend that began fi ve years ago, 

led Racional to focus on more strategic and profi table contracts 

with larger, more complex and longer term construction 

projects. This market positioning brought about positive effects 

on the Company’s economic performance – Racional’s revenue 

equivalent totaled R$803.8 million in 2010, a 45% increase over 

2009 (R$553.3 million).

15
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The revenue equivalent is the measure used for the projects 

managed by Racional under the following types of construction 

contracts: Lump Sum, Management or Guaranteed Maximum 

Price (GMP).

The revenue equivalent is the main indicator of production 

volume for companies in the Brazilian civil construction 

industry as it takes into account, besides the services actually 

billed by the contractor, the services billed directly to clients 

under the contractor’s fi nancial, technical and administrative 

responsibility.

Racional’s contribution margin, which in 2009 totaled R$43.9 

million, was R$61.2 million by year end 2010, a 39% increase, 

despite tighter margins from contracts as a result of the GMP - 

Guaranteed Maximum Price, designed for sharing gains with the 

client.

The Company’s EBITDA grew by 34%, from R$24.6 million in 

2009 to R$33.0 million in 2010. Although there was an increase in 

EBITDA, Racional’s performance was impacted mainly by costs 

not related to construction projects such as investments made 

in business management programs arising from the Company’s 

internal restructuring  process. 

Due to the aforementioned factors, Racional’s net income in 2010 

totaled R$28.9 million, a 21% increase over 2009 (R$23.8 million).

R$ 491.59 R$ 312.20
61% 3339%%%

Revenue Equivalent in 2010
(in millions of Brazilian Reals - R$)

Racional Gross RevenueDirect Client Billing
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Contribution Margin
(in millions of Brazilian Reals – R$)

Revenue Equivalent
(in millions of Brazilian Reals – R$)

EBITDA
(in millions of Brazilian Reals – R$)

 2007 2008 2009 2010

515.45

620.11

553.27

803.80

 2007 2008 2009 2010

5.44

19.31

23.75

28.87

 2007 2008 2009 2010

10.93

25.44

24.57

33.00

 2007 2008 2009 2010

29.92

46.50

43.95

61.24

Net Earnings
(in millions of Brazilian Reals – R$)
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In search of a broader corporate strategy, Racional developed its 

Real Estate Portfolio with the purpose of diversifying its business 

through profi table and cash generating development projects, 

thus allowing risk mitigation in the face of the construction 

market volatility.

In this business model, besides design and build, the Company 

also assumes the complete project management in the market 

segments of Logistics and Corporate Buildings, therefore 

strengthening its four driving principles – Client-oriented focus, 

Sustainability, Interdependence and Continuous improvement.

In 2010, the market positioning of Racional’s Real Estate Portfolio 

was strengthened and consolidated itself as a key business 

area for the Company, capable of generating new knowledge, 

enhancing value and encouraging the creation of new businesses 

in different models of partnerships.

Currently, Racional manages fi ve properties in its Real Estate 

Portfolio. Together, these developments received investments 

totaling R$270.0 million in 2010 and another R$230.0 million are 

expected to be invested over the next two years. These funds 

adopt the cash segregation concept whereby resources are used he cash

from shareholders and from long-term funding raised in the harehol

fi nancial market through loans from the Brazilian Development l k

Bank (BNDES) and receivables securitization.

Upon reaching its maturity, the EBITDA generation for these 

developments already in operation will lead to an 80% increase 

in Racional’s EBITDA. Through this, the Company takes an 

important step towards consolidating its business processes 

and developing new value added services, further strengthening 

its brand and management model.

Real Estate Portfolio
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RioCidadeNova

Business Complex 

Racional won the public bid for the 30-year concession 

under the BOT (Build, Operate and Transfer) scheme 

organized by the Rio de Janeiro City Administration, 

which resulted in the creation of RioCidadeNova 

Business Complex – a multipurpose development 

which revitalized Rio de Janeiro’s downtown area. 

The development combines the modernity required 

by today’s large corporations with the city’s historical 

center. The project involves construction of two 

corporate towers, a large underground garage and a 

convention center, besides the restoration of a listed 

historic building.

• SulAmérica Convention Center  

This state-of-the-art convention center holds up to 6,000 

people and boasts a ground fl oor, mezzanine fl oor with 

fi ve rooms and a second fl oor exclusive for corporate 

events, conferences, private functions, graduation 

parties, trade fairs, exhibitions, celebrations, and other 

commercial and promotional activities .

The project stands out for the modernity of its facilities, 

for its location, latest technology and climate-controlled 

environments. It also offers complete services 

infrastructure – catering, audio and video, telephony and 

internet systems,  furniture, among other services. 

PROJECT BUILDING LOCATION TOTAL AREA LEASABLE AREA STATUS
 TYPE  (SQM) (SQM)

RioCidadeNova Business Complex

SulAmérica Convention Center Convention Center Rio de Janeiro 24,000 13,900 In operation

Torre Norte (North Tower) Corporate Building Rio de Janeiro 23,500 21,560 In operation     

Torre Sul (South Tower) Corporate Building Rio de Janeiro 11,000 9,572 In operation

Logistics Park 

Centeranel Raposo Logistics Park São Paulo 180,000 105,274 Partially operating

Centeranel Viracopos Logistics Park Indaiatuba 175,000 80,000 Under construction

EBITDA projection for 2011
(in millions of Brazilian Reals – R$)

Real Estate Portfolio

R$ 44.30 R$ 49.51
47% 553%%

Engineering and Construction

Historically, Racional has released yearly fi nancial 

statements for its Engineering and Construction 

operations. For the 2011 fi scal year, a corporate 

restructuring is underway and this will enable the 

consolidation of fi nancial statements, including data 

related to the Company’s Real Estate Portfolio, as 

shows the pie chart on the left containing the 2011 

EBITDA projection. 
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The SulAmérica Convention Center complex also comprises a 

listed three-story building built in 1869, whose architecture is 

infl uenced by sixteenth century Italian palaces. The building is 

now fully restored and is used for events.

In 2010, the Convention Center occupancy rate rose signifi cantly 

going from 19% in 2009 to 30%. For 2011, this promising scenario 

is expected to remain the same with a 20% growth in revenues 

and a 26% increase in its occupancy rate. From the sales volume 

projected for 2011, 50% has already been closed. 

One of the distinguished features of the Convention Center is that, 

despite its short history, approximately 55% of the agreements 

signed are with loyal clients, which confi rms the users’ high 

added-value perception. 

• North and South Towers (Corporate Buildings) 

The North and South Towers corporate buildings offer an intelligent 

space solution by incorporating sustainability concepts in Rio de 

Janeiro downtown area, which is scarce in leasable space. The 

North Tower is fully occupied by SulAmérica insurance company 

headquarters, while the South Tower is occupied by four major 

corporations. To add even greater value to this business complex 

and meet the region’s needs, the facility has covered parking for 

1,500 vehicles. The car park is fully automated, totally safe and is 

connected to the local subway station.  

Occupancy Rate

 2008 2009 2010 Projection 2011

22.08%
19.58%

29.98%

37.77%
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Logistics Parks

• Centeranel Raposo 

This Logistics Park was designed as a breakthrough proposal. Its 

privileged location at the intersection of the Mário Covas Ringroad 

and Raposo Tavares Highway, west of São Paulo City, meets the 

demand for split cargo deliveries, thus allowing compliance with 

freight traffi c restriction laws and delivery schedules.

In October 2010, the fi rst phase of the project was completed 

accounting for 50% of the construction, with 100% of this area 

already leased. Delivery of the second phase and completion of 

construction is scheduled to take place in May 2011.

The project addresses sustainability issues by integrating 

economic results with social responsibility and environmental 

conservation in compliance with the LEED (Leadership in 

Energy and Environmental Design) certifi cation standards. 

Moreover, the facility offers competitive advantages that add 

value to its clients’ operations such as proximity to the city 

center, space optimization, shared support services and IT and 

communications infrastructure.

The Centeranel Raposo is fl exible enough to meet the needs 

of users requiring spaces from 1,500 sqm to 105,000 sqm for 

their logistics operations. As well as ensuring various types 

of logistic support, the Centeranel Raposo will shortly provide 

a wide range of logistic solutions with the aim of maximizing 

operating costs, such as warehousing, inventory management, 

order management; material assembly and handling, reverse 

logistics, training, support software, and security.

• Centeranel Viracopos

This facility is still under construction. When ready, the Centeranel 

Viracopos Logistics Park should bear the same hallmarks 

and adopt the same basic concepts as the Centeranel Raposo, 

including meeting the demand arising from the expansion of the 

nearby Viracopos International Airport. The facility is located in 

an area along the Santos Dumont Highway next to the airport.
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Note 12/31/2010 01/01/200912/31/2010

As at december 31, 2010 and 2009

and january 1, 2009
 (in thousands of Brazilian reais - R$)

The accompanying notes are an integral part of these fi nancial statements.

Balance

Sheet

F
in

an
ci

al
 S

ta
te

m
e
n
ts

ASSETS

CURRENT ASSETS

Cash and cash equivalents  4 30,804 32,386 62,941

Trade accounts receivable 5 58,627 22,029 40,466

Recoverable taxes  1,284 563 710

Advances to suppliers  1,353 1,255 3,990

Trade accounts receivable from related parties 7 936 2,166 6,071

Other receivables 6 4,978 - 4,106

Other trade receivables  312 209 17

Total current assets  98,294 58,608 118,301

NONCURRENT ASSETS

Escrow deposits    16 1,888 1,861 1,908

Trade accounts receivable from third parties 7 - 6,005 -

Deferred income tax and social contribution  2,377 - -

Investments 8 114,956 84,729 68,513

Property, plant and equipment 9 2,115 1,873 44,461

Intangible assets 10 1,137 294 352

Total noncurrent assets  122,473 94,762 115,234

TOTAL ASSETS  220,767 153,370 233,535
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LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES

Trade accounts payable   7,334 4,550 10,485

Escrows and retentions   4,811 5,669 5,118

Advances from customers  11 27,159 7,295 33,474

Payroll and related taxes   8,642 7,901 5,442

Taxes payable  12 2,855 1,892 2,653

Income tax and social contribution payable  2,059 937 3,468

Due to related parties 7 - 278 -

Provision for construction warranty 13 1,550 1,400 560

Other accounts payable 14 15,658 882 877

Total current liabilities  70,068 30,804 62,077

NONCURRENT LIABILITIES

Taxes payable 12 506 844 1,182

Certifi cates of Real Estate Receivables (CRIs) 15 - - 75,602

Reserve for contingencies 16 2,571 1,282 431

Allowance for investment losses 8 4,578 2,913 1,032

Total noncurrent liabilities  7,655 5,039 78,247

SHAREHOLDERS’ EQUITY

Capital  17.a) 61,779 36,888 25,389

Earnings reserve  643 643 -

Revaluation reserve 17.b) 54,966 54,966 54,966

Retained earnings  17.e) 25,656 25,030 12,856

Total shareholders’ equity  143,044 117,527 93,211

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY  220,767 153,370 233,535

Note 12/31/2010 01/01/200912/31/2010
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Note 12/31/2010 12/31/2009
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For the years ended december 31, 2010

and 2009 (in thousand of Brazilian reais - R$)

NET REVENUE FROM CONSTRUCTION SERVICES 18 293,280  242,403 
 

COST OF SERVICES 19.a (232,037) (199,318)

GROSS PROFIT  61,243  43,085 

OPERATING (EXPENSES) INCOME    

Selling and administrative expenses 19.b (28,276) (18,531)

Depreciation and amortization  (621) (466)

Equity in subsidiaries 8 5,272 6,455

Allowance for investment losses 8 (1,665) (1,881)

Other income  28 13

OPERATING INCOME BEFORE FINANCIAL INCOME (EXPENSES)  35,981 28,675

FINANCIAL INCOME (EXPENSES) 

Financial income   3,898 7,381

Financial expenses   (5,253) (3,072)

INCOME BEFORE INCOME TAX       

AND SOCIAL CONTRIBUTION   34,626  32,984 
   

INCOME TAX AND SOCIAL CONTRIBUTION    

Current  20 (11,351) (11,450)

Deferred  20 2,377 -

INCOME AFTER INCOME TAX AND SOCIAL CONTRIBUTION   25,652  21,534

Reversal of interest on capital  17.d)  3,219  2,217

NET INCOME  28,871 23,751

There are no other comprehensive income in the period or in prior periods.

The accompanying notes are an integral part of these fi nancial statements.

Income

Statements
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For the years ended december 31, 2010

and 2009 (in thousand of Brazilian reais - R$)

Statements of Changes

in Equity

BALANCES AS AT JANUARY 1, 2009  25,389   -  54,966   12,856  93,211 

Recognition of legal reserve   -  643   -   (643)  - 

Capital increase 17.a) 11,500  -   -   -   11,500 

Capital reduction through spin-off of assets   (1) -  -  -  (1)

Dividends distributed 17.c)  -   -   -   (8,717)  (8,717)

Interest on capital 17.d)  -   -   -   (2,217)  (2,217)

Net income for the year   -   -   -   23,751   23,751 

BALANCES AS AT DECEMBER 31, 2009  36,888  643  54,966  25,030   117,527 

Capital increase 17.a) 24,891  -   -   -   24,891 

Dividends distributed 17.c)  -   -   -   (25,026)  (25,026)

Interest on capital 17.d)  -   -   -   (3,219)  (3,219)

Net income for the year   -   -   -   28,871   28,871 

BALANCES AS AT DECEMBER 31, 2010  61,779 643 54,966 25,656 143,044

The accompanying notes are an integral part of these fi nancial statements.

   Legal Revaluation Retained  

 Note Capital reserve    reserve earnings Total 
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Note 12/31/2010 12/31/2009

For the years ended december 31, 2010

and 2009 (in thousand of Brazilian reais - R$)

Statements of

Chash Flows

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the year  28,871   23,751

Adjustments to reconcile net income to cash     
 provided by (used in) operating activities:    
 Depreciation and amortization   621   466 
 Deferred income tax and social contribution   (2,377)   - 
 Financial expenses on loans, fi nancing and installments   429   391 
 Reversal of allowance for doubtful accounts   - (88)
 Discounts granted   1,194    - 
 Recognition of provision for construction warranty   150   840 
 Reserve for contingencies   1,289   1,305 
 Provision for investment losses 8  1,665   1,881 
 Equity in subsidiaries 8 (5,272) (6,455) 

   26,570 22,091
(Increase) decrease in operating assets:
 Trade accounts receivable   (32,746)   13,479
 Due from related parties   7,235  (2,100)
 Recoverable taxes   (595)     - 
 Advances to suppliers   84   2,553
 Other receivables   (4,932)  4,060
 Other trade receivables   (316)   17 
 Escrow deposits   (28)   48

Increase (decrease) in operating liabilities:
 Trade accounts payable   2,784  (5,935)  
 Escrows and retentions   (498)   191  
 Advances from customers    14,799  (21,114)
 Payroll and related taxes   382   2,818 
 Taxes payable   925  (614)  
 Income tax and social contribution  996 (2,531)  
 Other accounts payable   14,776  5
 Indemnities paid  -  (454)
 Due to related parties   (278)  278

Net cash provided by (used in) operating activities  29,158 (12,792)
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The accompanying notes are an integral part of these fi nancial statements.

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of permanent and intangible assets   (1,706)  (42,000)

Sale of permanent assets to subsidiary  -   8,578  

Capital increase in subsidiary 7  (24,951) (11,500)  

Dividends received 7 -   1,739  

Net cash used in investing activities  (26,657)  (43,183)

CASH FLOWS FROM FINANCING ACTIVITIES    

Payment of taxes in installments   (729) (729) 

Capital increase 17.a)  24,891   11,500  

Dividends distributed 17.c)  (25,026)  (8,718) 

Interest on capital paid 17.d) (3,219)  (2,217) 

Net cash (used in) provided by fi nancing activities  (4,083)  (164)  

DECREASE IN CASH AND CASH EQUIVALENTS, NET   (1,582)  (30,555) 

Cash and cash equivalents at beginning of year   32,386   62,941  

Cash and cash equivalents at end of year   30,804   32,386 

DECREASE IN CASH AND CASH EQUIVALENTS, NET  (1,582) (30,555)

Note 12/31/2010 12/31/2009
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For the year ended december 31, 2010
(In thousands of Brazilian reais - R$, unless otherwise stated)

Notes to the

Financial Statements

1. OPERATIONS

Racional Engenharia Ltda. (“Company”) is engaged in the management and performance of construction 

works, operating mainly as a civil construction company. 

Additionally, the Company holds equity interests in CCN - Centro de Convenções Ltda., Centeranel 1 

Participações Ltda., Centeranel 2 Participações Ltda., Centeranel 3 Logística e Participações Ltda., CCN 

Administração e Locação de Bens Ltda., CCN Torre Sul Administração e Locação de Bens Ltda., Consórcio 

Lucas do Rio Verde, Consórcio Racional Delta, and Consórcio Racional Confi dere.

2. SIGNIFICANT ACCOUNTING POLICIES 

 

2.1. Statement of compliance

The fi nancial statements have been prepared and are presented in conformity with accounting practices 

adopted in Brazil, which comprise the Brazilian Corporation Law and the pronouncements, instructions 

and interpretations issued by the Accounting Pronouncements Committee (CPC). 

In the fi nancial statements, investments in subsidiaries are measured under the equity method of 

accounting, pursuant to prevailing Brazilian law. 

2.2. Basis of preparation

The fi nancial statements have been prepared based on historical cost, unless otherwise stated. The 

historical cost is generally based on the fair value of the consideration paid in exchange for an asset. 

 2.2.1. Financial assets

Cash and cash equivalents as at December 31, 2010 and 2009 are represented by cahs on hand, banks and 

short-term highly-liquid investments whose balances do not differ signifi cantly from their market values, 

maturing within 90 days as from the investment date, convertible into a known amount of cash and subject 

to an insignifi cant risk of change in value, and are stated at cost, plus income earned through the balance 

sheet date, which do not exceed their market or realizable value.

Trade accounts receivable and allowance for doubtful accounts: stated at their realizable value and 

can include, if deemed necessary, an allowance for doubtful accounts, which is calculated based on an 

estimated amount considered suffi cient to cover probable losses on collactions of receivables, based on an 

individual analysis of cash receipts, the situation of each customer, and the guarantees provided.
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Impairment of fi nancial assets: fi nancial assets are measured at each balance sheet date to identify any 

asset impairment. A fi nancial asset is deemed to be impaired if there is evidence that one or more events 

has occurred after the initial recognition of the asset and that they had an impact on the estimated future 

cash fl ows of the fi nancial asset.

 

 2.2.2. Financial liabilities

The fi nancial liabilities of the Company and its subsidiaries are substantially represented by trade ac-

counts payable, loans and fi nancing. They are stated at the contracted amount plus contractual charges, 

which comprise interest and infl ation adjustment incurred. When applicable, fi nancial liabilities are rec-

ognized at fair value, less transaction costs incurred, and subsequently measured at amortized cost 

under the effective interest rate method.

 

 2.2.3.Property, plant and equipment and intangible assets

Stated at acquisition cost, less depreciation and amortization and, when applicable, allowance for 

impairment. Depreciation and amortization are calculated under the straight-line method at rates 

that take into consideration the estimated economic useful lives of assets. Leased property, plant and 

equipment are recognized in this group as a contra entry to caption “Borrowings and fi nancing”, and are 

depreciated based on the economic useful lives of these assets. Financial charges on loans incurred over 

the construction period are capitalized.

 

 2.2.4. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, less any estimated 

trade discounts and/or bonus granted. 

When the results of a construction contract can be reasonably estimated, contract revenue and costs are 

recognized dependent upon the contract stage of completion at the end of the reporting period, measured 

based on the proportion of costs incurred against contract estimated total costs, except when there is 

evidence that another method better represents the stage of service completion. Variations in labor, 

claims and incentive payment costs are included to the extent that these costs can be reliably measured 

and their collection is probable.

When the results of a construction contract cannot be reliably estimated, its revenue is recognized 

only to the extent of contract costs incurred whose recovery is probable. The costs of each contract are 

recognized as expenses in the period in which they are incurred.

When the total costs of a contract will probably exceed its total revenue, the expected loss is recognized 

immediately as an expense. 

The amounts received before the completion of works are recorded in the balance sheet as liabilities, in 

line item “Advances from customers”. Billed amounts for works carried out but not paid by the customer 

yet are recorded as assets in the balance sheet under “Trade accounts receivable”.
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 2.2.5. Impairment of assets

On an annual basis, the Company reviews the carrying amount of its fi xed and intangible assets with 

defi ned useful life to determine if there is any indication that these assets may be impaired. When such 

indication exists, the recoverable amount of the asset is estimated to measure the impairment loss, if any.

In accordance with CPC 01 – Impairment of Assets, the Company tested its property, plant and equipment 

for impairment. Based on these tests, no assets requiring an impairment allowance were identifi ed.

 

 2.2.6. Adjustment to present value

Pursuant to CPC 12 – Adjustment to Present Value, the Company measured the current long-term mone-

tary assets and liabilities subject to measurement at present value, and also the short-term monetary as-

sets and liabilities when their impact is considered material on the fi nancial statements taken as a whole. 

As at December 31, 2010 and 2009, no adjustment to present value was recorded due to its immateriality. 

 

 2.2.7. Taxes payable

 Current taxes

The provision for income tax and social contribution is based on the taxable income for the year. Taxable 

income differs from net income recognized in the statement of income because it excludes income or 

expenses taxable or deductible in other fi scal years, as well as permanently excluding nontaxable or 

nondeductible items.  

 

 Deferred taxes

Deferred tax assets are recognized on the taxable temporary differences. The recoverability of the 

deferred tax asset balance is reviewed at the balance sheet date and, when it is no longer probable that 

future taxable income will be available to allow the recovery of all or part of the assets, the asset balance 

is adjusted based on the expected recoverable amount. Current and deferred taxes are recognized in the 

statement of income.

 2.2.8. Provisions

Provisions are recognized based on current obligations (legal or constructive) resulting from past events, 

when the amount of the obligation can be reliably estimated and its settlement is probable.

The amount recognized as a provision is the best estimate of the amounts required to settle an obligation 

at the end of each reporting period, taking into consideration the risks and uncertainties inherent to such 

obligation.

The provisions for expected warranty costs related to works are recognized based on management’s best 

estimate of the expenses required to settle the obligation.

 2.2.9. Use of estimates

The preparation of fi nancial statements in conformity with accounting practices adopted in Brazil 

requires management to make estimates and assumptions for recognizing certain transactions that 

affect assets, liabilities, revenues and expenses. The results of these transactions and events, when 

actually realized in subsequent periods, may differ from the estimates. The main estimates used by the 

Company’s management to prepare the fi nancial statements refer to the determination of the allowance 

for doubtful accounts, the useful lives used in the depreciation of property, plant and equipment items, the 

periods and amounts for realization of property, plant and equipment, and the reserve for contingencies 

and guarantees.

 

2.3. New technical pronouncements, revisions and interpretations

Through the reporting date, the Accounting Pronouncements Committee (CPC) had not issued certain 

pronouncements and amendments relating to the new or revised International Financial Reporting 

Standards (IFRS). Due to the commitment of the CPC and the Federal Accounting Council (CFC) to 

keep the set of standards issued upto-date as amendments are made by the International Accounting 

Standards Board (IASB), we expect that such pronouncements and amendments be issued by CPC by the 

date they become effective.
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The management of the Company and its subsidiaries understands that there are no impacts on their 

fi nancial statements as to the pronouncements not yet issued by CPC:

Standards Description Description

Amendments to IFRS 7 Disclosures - transfers of fi nancial assets Annual periods beginning on or 

after July 1, 2011.

IFRS 9 (as amended

in 2010)

Financial Instruments Annual periods beginning on or 

after January 1, 2013.

Amendments to IAS 12 Deferred Taxes - recovery of the underlying 

assets when the asset is measured under 

IAS 40 fair value framework

Annual periods beginning on or 

after January 1, 2012.

Amendments to IAS 32 Classifi cation of rights issues Annual periods beginning on or 

after February 1, 2010.

Amendments to

IFRIC 14

Prepayments of minimum funding 

requirements

Annual periods beginning on or 

after January 1, 2011.

Improvements to IFRSs 

issued in 2010

Generall Annual periods beginning on or 

after July 1, 2010 and January 1, 

2011, as applicable.

    

3. EFFECT OF ADOPTION OF THE NEW PRONOUNCEMENTS ISSUED BY CPC

The fi nancial statements for the year ended December 31, 2010 are the fi rst to be presented in accordance 

with the new accounting practices adopted in Brazil. The Company applied the requirements set out in 

CPC 43 (R1) - First-time Adoption of the International Accounting Standards and the accounting policies 

defi ned in note 2 in compliance with the new pronouncements issued by CPC in all reported periods, 

including the balance sheet on the transition date, set forth as January 1, 2009. No changes or adjustments 

were required in the adoption of the new standards in the fi nancial statements presented for comparison 

purposes.

 

4. CASH AND CASH EQUIVALENTS

 As at December 31, 2010 and 2009, the balance is broken down as follows:

 

12/31/2010 12/31/2009 01/01/2009

Cash 61 40 13

Banks 408 1,170 1,593

Cash investments: 

Banco Unibanco - CDB (a) - - 11,088

Fundo HG FIC FIM (b) - 12,724 9,721

Banco Votorantim - CDB (a) 21,036 8,298 19

Banco Bradesco – repurchase agreement – CDB (a) - 5,033 34,971

Banco Itaú - Invest Fix (c) 4,885 3,054 -

Banco Votorantim - Fundo Vintage (d) 4,414 2,067 -

Banco Itaú - CDB (a)          -          -   5,536

30,804 32,386 62,941

     

(a) Cash investments yielding an average monthly interest rate of 101% of the interbank deposit

 certifi cate (CDI).

(b) Balanced (Multimercado) funds investment that seeks yields above the interbank deposit rate (CDI).
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(c) Automatic cash investment of amounts in current account yielding an average daily interest rate

 of 20% of CDI. 

(d) Investment fund in fi xed-income investment fund shares that seeks yields above the interbank

 deposit rate (CDI). 

Cash investments can be immediately converted into a known cash amount and are subject to immaterial 

risk of change in value.

 5. TRADE ACCOUNTS RECEIVABLE

 

12/31/2010 12/31/2009 01/01/2009

Trade accounts receivable 40,779 11,616 27,048 

Unbilled services 17,848 10,413 13,506 

58,627 22,029 40,554 

Allowance for doubtful accounts           -          -      (88)

58,627 22,029 40,466 

     

The aging list of trade accounts receivable billed as of December 31, 2010 and 2009 is as follows:

 

12/31/2010 12/31/2009

Current:

Overdue
39,531 11,409

Up to 30 days   1,248      207

Up to 30 days 40,779 11,616

 

The Company recognizes an allowance for doubtful accounts for receivables past-due for more than 180 

days, based on its historical experience.

As at December 31, 2010, the Company has revenue concentration with two major customers accounting 

for 48% of the total billed amount:

Customer 2010 % of total

VIVO S.A. 25,791 44

Multiplan Empreendimentos Imobiliários S.A.   2,467   4

Other customers 30,369  52

58,627 100

    

Management understands that the customer base is fragmented and that concentration of the balance 

of trade accounts receivable occurred as work progressed in the month of December 2010, but the 

realization occurred in the subsequent period.

6. OTHER RECEIVABLES 

 

12/31/2010 12/31/2009 01/01/2009

Consórcio Racional Delta - MCT 4,678 - 4,034

Other receivables    300 -      72

4,978 - 4,106
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Consórcio Racional Delta is a joint venture with Delta Construções Ltda. established to build and 

implement, under a fi xed-price fi xed-term turn-key contract, a plant for the Ministry of Science and 

Technology (MCT) in the State of Rio Grande do Sul.

7. DUE FROM AND DUE TO RELATED PARTIES

The balances with related parties are as follows:

Assets: 

12/31/2010 12/31/2009 01/01/2009

   

Due from related parties:

Racicorp Comércio e Participações Ltda. - - 5

Centeranel 1 Participações Ltda. 8 1 1

CCN - Centro de Convenções Ltda. 36 27 5,880

Centeranel 3 Logística e Participações Ltda. 789 6,133    185

CCN Torre Sul Administração e Locação de

Bens Ltda. 33 1,928 -

CCN Administração e Locação de Bens Ltda. 26 65 -

Centeranel 2 Participações Ltda. 13 17 -

Others   31 - -

936 8,171 6,071

    

Current assets 936 2,166 6,071

Noncurrent assets - 6,005 -

Liabilities:

12/31/2010 12/31/2009 01/01/2009

   

Due to related parties:

Shareholders - individuals - 213 -

Racicorp Comércio e Participações Ltda. -   65 -

- 278 -

   

Current liabillities - 278 -

      

As mentioned in note 15, the Company entered into a lease agreement with PLA Racional Projetos 

Imobiliários I Ltda. The lease commenced in January 2010.

The Company rents the building where the head offi ce is located, which is owned by the parent Racicorp 

Comércio e Participações Ltda. As at December 31, 2010, the Company recognized rental expenses 

amounting to R$1,066 (R$1,002 as at December 31, 2009) in line item “General and administrative 

expenses”. 

Intercompany loans bear no fi nancial charges
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8. INVESTMENTS AND ALLOWANCE FOR INVESTMENT LOSSES

Represented by:

12/31/2010 12/31/2009 01/01/2009

Investments:

Centeranel 3 Logística e Participações Ltda. 95,085 70,604 59,098

Centeranel 1 Participações Ltda. 7,787 7,756 7,756

CCN Administração e Locação de Bens Ltda. 10,413 4,722 5

Centeranel 2 Participações Ltda. 1,589 1,558 1,558

CCN Torre Sul Administração e Locação

de Bens Ltda.
- 6 5

Others 82 83 91

114,956 84,729 68,513

  

Allowance for investment losses:

CCN - Centro de Convenções Ltda. 4,412 2,896 1,015

CCN Torre Sul Administração e Locação

de Bens Ltda.
166 - -

SCP SP Judas Ltda. - 17 17

 4,578   2,913  1,032

Investments and the allowance for investment losses as at December 31, 2010 are as follows:

Investment

description 

Thousands 

of common 

shares held 

Interest 

in paid-in 

capital- %

Shareholders’ 

defi cit

Net income 

(loss) for

the year

Value of the 

investment 

(allowance for 

investment 

loss)

Interest in 

subsidiaries

Allowance 

for losses on 

investment in 

subsidiaries

Centeranel 3 Logística e

Participações Ltda. (a) 45,452 99,99 95,085 (409) 95,085 (409) - 

Centeranel 1

Participações Ltda. 3,669 99,99 7,787 - 7,787 - - 

CCN Administração e

Locação de Bens Ltda. (b) 6 99,97 10,413 5,691 10,413 5,691 - 

Centeranel 2

Participações Ltda. 783 99,99 1,589 - 1,589 - - 

CCN Torre Sul Administração

e Locação de Bens Ltda. (c) 6 99,97 (166) (179) (166) - (179) 

CCN - Centro de

Convenções Ltda. (d) 2,701 99,99 (4,412) (1,515) (4,412) - (1,515)

Others
82            82     (10)       29 

110,378 5,272 (1,665)

Noncurrent assets -

investments 114,956 

Noncurrent liabilities - 

allowance for investment losses   (4,578)

   110,378
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(a) Centeranel 3 Participações Ltda. is engaged in providing road and railway cargo transportation,

 among others, individually or in intermodal or multimodal facilities, including as multimodal

 transport operator, exploring activities directly or indirectly related to transportation, such as

 logistics planning, loading, unloading, transshipment, handling and storage of goods and containers,

 port operation, and storage exploration, management and rental. This subsidiary started its

 operations in 2010.

(b) CCN Administração e Locação de Bens Ltda. is engaged in the business operation, management and

 lease of own and third-party assets or assets held under concession agreements, through lease 

 agreements. This subsidiary started its operations in 2009.

(c) CCN Torre Sul Administração e Locação de Bens Ltda. is engaged in the business operation,

 management and lease of own and third-party assets or assets held under concession agreements,

 through lease agreements. This subsidiary started its operations in 2010.

(d) CCN - Centro de Convenções Ltda. is engaged in exploring the Convention Center in Rio de Janeiro, 

 RJ. This subsidiary started its activities at the beginning of the second half of 2007.

The other subsidiaries were in preoperating stage through December 31, 2010.

Changes in investments in the years ended December 31, 2010 and 2009 are as follows:

Investments
Allowance investment 

losses

Balances as at January 1, 2009 68,513 1,032

Capital increase in subsidiaries 11,500 -

Equity in earnings of subsidiaries 6,455 -

Allowance for investment losses - 1,881

Dividends received - SCP SP Judas Ltda.   (1,739)          -

  

Balances as at December 31, 2009 84,729 2,913

  

Capital increase in subsidiaries 24,950 -

Equity in earnings of subsidiaries 5,272 -

Other investments 5 5 -

Allowance for investment losses             - 1,665

Balances as at December 31, 2010 114,956 4,578

     

9. PROPERTY, PLANT AND EQUIPMENT

Comprises:  

12/31/2010 12/31/2009 01/01/2009

Annual 

amortization

rate - %

Cost

Accumulated

depreciation/

amortization

Net Net Net

Machinery and equipment 10 887 (430) 457 495 574

Furniture and fi xtures 10 341 (66) 275 152 117

IT equipment 20 1,885 (1,104) 781 900 531

Vehicles 20 29 (20) 9 15 21

Leasehold improvements 10 983 (390) 593 311 348

Constructions in progress -         -          -         -         - 42,870

   4,125 (2,010) 2,115 1,873 44,461
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The balances recorded in line item “Construction in progress” refer to two corporate buildings constructed 

for rental near the Convention Center of Rio de Janeiro, RJ. Construction work was completed in 2009.

As mentioned in Note 12, these properties were leased for an average period of 10 years, from their 

completion, and leases will be adjusted based on the General Market Price Index (IGP-M). The Company 

securitized there receivables through a structured transaction with Banco Unibanco S.A., for the issuance 

of Real Estate Credit Notes (CCIs).

 

Changes in property, plant and equipment for the years ended December 31, 2010 and 2009 are as follows:

Cost 
Depreciation  and

amortization
Net

Balances as at January 1, 2009 45,611 (1,150) 44,461

Additions in the year 41,957 (365) 41,592

Spin-off of property, plant and equipment – Torre Norte and Torre Sul (a) (75,602) - (75,602)

Disposal of non-spun off property, plant and equipment – Torre Sul (b)  (8,578)         -  (8,578)

Balances as at January 1, 2009   3,388 (1,515) 1,873

Additions in the year      737   (495)       242

Balances as at December 31, 2010   4,125 (2,010)    2,115

     

(a) Pursuant to corporate resolutions dated April 15 and December 18, 2009, the Company spun-off part 

of its property, plant and equipment to subsidiaries CCN Administração e Locação de Bens Ltda. (“CCN 

- Torre Norte”) and CCN Torre Sul Administração e Locação de Bens Ltda. (“CCN - Torre Sul”), respec-

tively, in the total amount of R$75,602. The spin-off refers to the corporate buildings mentioned above in 

exchange for the assignment of Real Estate Receivables (CRI) described in Note 15. Despite belonging to 

the same economic group, the Company and its subsidiaries CCN Torre Norte and CCN Torre Sul operate 

in different segments. The Company is engaged in construction activities, while the aforementioned sub-

sidiaries are special purpose entities organized with the sole purpose of leasing the corporate buildings 

Torre Norte and Torre Sul.

(b) Pursuant to Corporate Resolution dated December 10, 2009, the Company disposed of the portion 

of the non-spun off property, plant and equipment relating to the South Tower to CCN – Torre Sul, at the 

construction amount of R$8,578 paid in cash. 

10. INTANGIBLE ASSETS

Comprise:

 

12/31/2010 12/31/2009 01/01/2009

Annual 

amortization 

rate - %

Cost
Accumulated

amortization
Net Net Net

Software 20 1,668 (531) 1,137 294 352

 

Changes in intangible assets for the years ended December 31, 2010 and 2009 are as follows:

Cost Amortization Net

Balances as at January 1, 2009 657 (305) 352

Additions 43 - 43

Amortization  - (101) (101)

Balances as at December 31, 2009 700 (406) 294

Additions 969 - 969

Amortization - (126)   (126)

Balances as at December 31, 2010 1,669 (532) 1,137
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11. ADVANCES FROM CUSTOMERS

Represent amounts paid in advance by customers for construction in progress, to be recognized in 

income or loss under the percentage-of-completion method.

12. TAXES PAYABLE

 

12/31/2010 12/31/2009 01/01/2009

Current:

Tax on revenue (COFINS) 972 348 869

Tax on revenue (PIS) 232 97 210

Service tax (ISS) 409 355 605

Withholding income tax (IRRF) 831 754 545

Tax debt refi nancing program (COFINS - PAES) 338 338 338

Other taxes     73         -      86

2,855 1,892 2,653

Noncurrent-

COFINS - PAES    506     844 1,182

        

In 2003, the Company joined the PAES, created by Law 10684, and declared all its COFINS debts related to 

the increase in the tax rate from 2% to 3% beginning 1999, as set forth by Law 9718/98. The advantageous 

conditions to amortize the debt, including extension of the maturity and change of the index (from SELIC 

to Long-Term Interest Rate- TJLP), were decisive for the Company to join the program.

 

13. PROVISION FOR CONSTRUCTION WARRANTY

Provisions are calculated based on the analysis of the costs incurred compared to total costs of 

construction works with terminated warranty period. Accordingly, the Company defi ned the percentages 

for each industry and segment where it operates, applied over the total production of completed works as 

estimate of future expenses with repairs and maintenance.

14. OTHER PAYABLES

 

12/31/2010 12/31/2009 01/01/2009

Racional Confi dere Consortium - CEDAE (a) 14,955 - -

Racional Delta Consortium - MCT (b) - 584 -

Racional Lucas do Rio Verde Consortium (c) - - 827

Others      703 298 50

15,658 882 877

     

(a) The Racional Confi dere Consortium represents a joint venture with Confi dere Imobiliária, 

 Incorporadora e Administradora de Imóveis Cidade Nova Ltda., which is engaged in building and 

 implementing, under a key-turn, fi xed-term contract, a property for Caixa Econômica Federal (“CEDAE”).
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The Company recorded in income for 2010 and 2009 the following amounts related to this joint venture:

12/31/2010

Revenue from services 13,393

Taxes on revenues (1,451)

Cost of services (10,764)

Financial income (expenses)       184

  1,362

The balance as at December 31, 2010 represents amounts paid in advance for services to be performed.

(b) Consórcio Racional Delta is a joint venture with Delta Construções Ltda., engaged in building and 

 implementing, under a turn-key contract, a plant for the Ministry of Science and Technology (MCT)

 in the State of Rio Grande do Sul.

The Company recorded in income for 2010 and 2009 the following amounts related to this joint venture:

12/31/2010 12/31/2009  

Revenue from services 22,823 10,911

Taxes on revenues (943) (747)

Cost of services (12,629) (11,994)

Financial income (expenses)  67 86

  9,318   (1,744)

 

(c) It is a joint venture of the Company with Construções e Comércio Camargo Corrêa S.A., each of which

 holding interest of 50%, which is engaged in building and implementing, under a turn-key, fi xed-term 

 contract, an industrial property in the State of Mato Grosso, completed in 2009.

As a result of this joint venture, the Company recorded in income for the year ended December 31, 2009, 

the following amounts:

 

12/31/2009  

Revenue from services 6,656

Taxes on revenues (253)

Cost of services (6,189)

Financial income (expenses)  (8)

206

   

15. CERTIFICATES OF REAL ESTATE RECEIVABLES (“CRIs”)

01/01/2009

Torre Norte (a) 70,602

Torre Sul (b)   5,000

75,602

   

(a) On October 17, 2007, the Company and Sulamérica Companhia Nacional de Seguros entered into the

 Torre Norte Lease Agreement, related to the corporate building constructed in the Complexo

 Empresarial RioCidadeNova, in Rio de Janeiro, RJ, for a 120-month period. The lease started in April 2009.

 The Company raised funds through the securitization of such lease receivables with the corresponding 

 issuance of Certifi cates of Real Estate Receivables (CRIs), pegged to CCIs. The CRIs issued through
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 December 31, 2009 total R$96,537, and will be repaid in ten annual installments until April 2019, 

 plus interest of 10.8% p.a. and annual adjustment based on the TR (a managed prime rate). Principal 

 amortization and interest payment will start in April 2010. 

 Under the Receivables Assignment Agreement, the Company assigns to the fi duciary agent the

 receivables arising from the Agreement, which correspond to principal, agreed adjustments and all 

 the contractual guarantees, fi nes and indemnities.

 The CRIs are collateralized by: (i) assignment of the receivables under the Agreement; and (ii) 

 collateralization of the shares of subsidiary CCN - Centro de Convenções Ltda.

 As mentioned in note 9, the Company spun off the property, plant and equipment of Torre Norte to

 CCN Administração e Locação de Bens Ltda. in exchange for the CRIs.

(b) On July 25, 2008, the Company and PLA Racional Projetos Imobiliários I Ltda. (“PLA”) entered into the 

 Construction, Atypical Lease and Other Covenants Agreement, for the lease by PLA of Torre Sul, 

 relating to the corporate building constructed in the Complexo Empresarial RioCidadeNova, in Rio de 

 Janeiro, RJ. The lease started in January 2010.

 

 The Company raised funds through the securitization of such lease receivables with the corresponding 

 issuance of Certifi cates of Real Estate Receivables (CRIs), pegged to CCIs. The CRIs issued total 

 R$20,115, which will be repaid in 102 monthly installments until June 2018, plus average interest of 

 10.3% p.a. and annual adjustment based on the TR. Principal amortization and interest payment will 

 start in February 2010. 

 Under the Receivables Assignment Agreement, the Company assigns part of the receivables arising 

 from the Agreement to the fi duciary agent, corresponding to 64.9294% of the receivables earned, 

 agreed adjustments, and all the contractual guarantees, fi nes and indemnities.

 The CRIs are collateralized by: (i) assignment of the receivables under the Agreement; and (ii) 

 collateralization of the shares of subsidiary CCN - Centro de Convenções Ltda.

 As described in Note 7, PLA Racional Projetos Imobiliários I Ltda. is a related party. Results might 

 be different had this transaction been conducted with unrelated parties. The Company’s management 

 understands that the agreed terms and conditions are equivalent to usual market terms and conditions.

 As mentioned in Note 9, the Company spun off the property, plant and equipment of Torre Sul to CCN 

 Torre Sul Administração e Locação de Bens Ltda. in exchange for the CRIs.

16. RESERVE FOR TAX, CIVIL AND LABOR CONTINGENCIES AND ESCROW DEPOSITS

12/31/2010 12/31/2009 01/01/2009

Labor 1,202 578 204

Civil 1,182 704 227

Tax    187         -      -

2,571 1,282 431

      

A reserve is recognized for all matters under litigation, in an amount considered suffi cient to cover 

probable losses, based on an assessment made by management and outside legal counsel.

The Company recognized a reserve for lawsuits whose likelihood of loss is probable.

Changes in reserves for tax, civil and labor contingencies for the years ended December 31, 2010 and 

2009 are as follows:

12/31/2010 12/31/2009

Balances at beginning of year 1,282 431

Recognition of reserves 1,289 1,305

Reversal of reserves -   (454)

Balances at end of year 2,571 1,282
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On June 23, 2008, the Company made an escrow deposit in the amount of R$1,827, which suspended the 

required collection of the tax credit related to an administrative proceeding claiming an alleged PIS credit 

from taxable events for the period from January 1997 to September 1998. The legal counsel considers that 

the likelihood of a favorable outcome is possible, reason why no reserve was recognized on December 

31, 2010 and 2009.

17. SHAREHOLDERS’ EQUITY

a) Capital

As at December 31, 2010, capital in the amount of R$61,779 is represented by 61,778,756 shares with unit 

face value of R$1.00. Racicorp Comércio e Participações Ltda. holds 99% of the capital.

On April 19, 2010, shareholders approved a capital increase in the amount of R$15,141 corresponding to 

15,141,000 shares with unit face value of R$1.00.

On December 6, 2010, shareholders approved a capital increase in the amount of R$9,750 corresponding 

to 9,750,000 shares with unit face value of R$1.00. 

b) Revaluation

As at September 20, 2007, subsidiaries Centeranel 1 Participações Ltda., Centeranel 2 Participações 

Ltda. and Centeranel 3 Logística e Participações Ltda. revalued their land and recognized a revaluation 

reserve totaling R$54,966. 

c) Dividends

The Company paid dividends in the amount of R$25,026 at the Annual Shareholders Meetings held in 

2010.

d) Interest on capital

According to Law 9249/95, in 2010 and 2009 the Company recorded interest on capital in the amount of R$ 

3,219 and R$2,217, respectively, based on the long-term interest rate (TJLP). 

For purposes of disclosure and conformity with accounting practices, fi nancial expenses relating to 

the interest calculated thereon, totaling R$3,219 as at December 31, 2010 (R$2,217 as at December 31, 

2009), were reverted from “Financial expenses” in the statement of income to “Retained earnings” in the 

statement of changes in shareholders’ equity.

e) Retained earnings

The allocation of net income for the year will be decided in the next shareholders’ meeting.

 

18. NET REVENUE FROM CONSTRUCTION AGREEMENTS

 

12/31/2010 12/31/2009

GROSS REVENUE 312,206 258,187

(-) Taxes  (18,926)  (15,784)

293,280 242,403

    

19. INFORMATION ON THE NATURE OF THE COSTS AND EXPENSES RECOGNIZED IN THE INCOME 

 STATEMENT

a) Cost of services

12/31/2010 12/31/2009

Materials and services 140,437 123,597

Personnel 52,891 39,086

Utilities and services 25,131 21,110

Occupancy   13,578   15,525

232,037 199,318
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b) Administrative and selling expenses

 

12/31/2010 12/31/2009

Personnel 14,277 11,275

General expenses 10,295 3,743

Occupancy 1,611 1,549

Reserve for contingencies 1,289 1,305

Tax expenses 78 34

Utilities and services 726 625

28,276 18,531

20. INCOME TAX AND SOCIAL CONTRIBUTION

Current

The Company adopts the taxable income regime. The amounts recorded inin the income statements, 

totalingt R$11,351 (R$11,450 in 2009), refer to actual expenses on the respective taxes adjusted to the 

additions, as shown in the reconciliation below:

 

12/31/2010 12/31/2009

Reconciliation of income tax and social contribution at effective rate:

Income before income tax and social contribution 34,626 32,984

Statutory rate (%) 34% 34%

Income tax and social contribution at statutory rate 11,773 11,215

Effects of (deductions) additions (422) 235

Income tax and social contribution charged to income 11,351 11,450

Deferred

12/31/2010

 Temporary additions:

Provision for tax, civil and labor risks 2,571

Provision for warranty 1,550

Profi t sharing 2,437

Provision for Social Security Contribution (INSS-FAP) 431

Total temporary additions 6,989

Statutory rate (%) 34%

Deferred income tax and social contribution recorded in income (loss) for the year 2,377

     

21. MANAGEMENT COMPENSATION

In the year ended December 31, 2010, management was granted short-term benefi ts (wages, salaries and 

social security contributions, profi t sharing, healthcare, housing, free or company-subsidized products 

or services) amounting to R$2,911 (R$2,664 in year ended December 31, 2009), recorded as “Personnel 

expenses”.

No amount was paid as: (a) post-employment benefi ts (pension, other retirement benefi ts, post-

employment life insurance and post-employment health care plan); (b) long-term benefi ts (leave of 

absence for length of service or other leaves, retirement or other benefi ts for length of service or long-

term disability benefi ts); (c) employment termination benefi ts; or (d) share-based compensation.
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22. PROFIT SHARING

In year ended December 31, 2010, management decided to accrue profi t sharing totaling R$2,437 (R$2,817 

on December 31, 2009), recorded in line item “Administrative and selling expenses”.

23. INSURANCE COVERAGE

As at December 31, 2010 and 2009, the Company has insurance against fi re, theft, collision and sundry 

risks. The insurance policy is effective until November 10, 2011, and the indemnity cap is as follows:

Buildings, furniture, machinery and fi xtures:

Portable equipment 20

Electrical damages 50

Relocation expenses 250

Electronic equipment 50

Loss of rental 1,100

Aggravated theft/robbery of assets 100

Theft of funds in transit 20

Aggravated theft/robbery of money inside the facilities 100

Natural disasters (windstorm, hurricane, cyclone, hail) 40

 

24. FINANCIAL INSTRUMENTS

24.1. Capital risk management

The Company and its associates manage their capital to ensure regular business continuity and, at the 

same time, maximize return for all stakeholders or parties involved in their operations, by optimizing debt 

and equity balance.

24.2. Liquidity risk management

Management has the ultimate responsibility for managing liquidity risk and has prepared a proper liquidity 

risk management model to manage funding requirements as well as liquidity in the short-, medium- and 

long-terms. The Company and its subsidiaries manage the liquidity risk by maintaining proper reserves, 

bank and other credit facilities to raise new borrowings that it considers appropriate, based on the 

continuous monitoring of budgeted and actual cash fl ows, and the combination of the maturity profi les of 

fi nancial assets and fi nancial liabilities.

As at December 31, 2010 and 2009, there were no derivative fi nancial instruments or other similar risks.

25. STATEMENTS OF CASH FLOWS 

Transactions not involving cash were:

• Recoverable taxes

 As at December 31, 2009, the Company offset R$147 of the balance of recoverable taxes against taxes

 payable, net.

• Property, plant and equipment

 As at December 31, 2009, as mentioned in notes 9 and 15, the Company spun off part of its property,

 plant and equipment, as a contra entry to “Real Estate Credit Notes (CRIs)”, totaling R$75,602.

26. APPROVAL OF THE FINANCIAL STATEMENTS

The disclosure of the fi nancial statements was approved and authorized by Management on March 31, 2011.

Francisco Aurélio Martins

Accounting Manager
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Statement of total Amount of Services 

Performed Under the Company’s Responsibility 

as at december 31, 2010 and 2009

Annex - Supplemental Table

Revenue

Equivalent

   12/31/2010 12/31/2009

Services performed and managed by the Company (gross 

operating revenue) 312,206 258,187

Services performed by third parties and managed

by the Company 491,593 295,084

Total services performed under the Company’s responsibility 803,799 553,271

Presenting this information is considered relevant for the Company, as gross revenue is no longer the 

indicator of the volume of activities for most of the companies operating in the construction industry. Due 

to tax benefi ts and new construction service contracting methods focused on the so-called “Open Basis 

Contracts”, a large portion of the amounts of materials and subcontracted services are directly invoiced 

against the owners of construction works/customers, and only one portion of the construction amount 

is invoiced against construction companies. Accordingly, the Company presents the statement of the 

amount of services provided as the indicator of the total volume of works performed under its fi nancial, 

technical and administrative responsibility.

Francisco Aurélio Martins

Accounting Manager

CRC nº 1 SP 165357/O-0
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To the Management and Shareholders

of  Racional Engenharia Ltda.

São Paulo, SP

We have audited the fi nancial statements of Racional Energia Ltda. (“Company”), which com-

prise the balance sheet as at December 31, 2010, and the income statement, statement of 

changes in equity and statement of cash fl ows for the year then ended, and a summary of sig-

nifi cant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these fi nancial state-

ments in accordance with accounting practices adopted in Brazil, and for such internal control 

as management determines is necessary to enable the preparation of fi nancial statements that 

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these fi nancial statements based on our audit. 

We conducted our audit in accordance with Brazilian and International Standards on Auditing.  

Those standards require that we comply with ethical requirements and plan and perform the 

audit to obtain reasonable assurance about whether the fi nancial statements are free from 

material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclo-

sures in the fi nancial statements. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of the material misstatement, whether due to fraud or 

error. In making the risk assessments, the auditor considers internal controls relevant to the 

Company’s preparation and fair presentation of the fi nancial statements in order to design audit 

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

opinion on the effectiveness of the Company’s internal controls. An audit also includes evalu-

ating the appropriateness of accounting policies used and the reasonableness of accounting 

estimates made by management, as well as evaluating the overall presentation of the fi nancial 

statements.

We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a 

reasonable basis for our audit opinion.

Independent

Auditor’s Report
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Basis for Qualifi ed Opinion

As at December 31, 2010, the Company did not recognize a reserve for certain contingencies 

amounting to approximately R$11,300 thousand, relating to prior years. Consequently, share-

holders’ equity is overstated by approximately R$11,300 thousand, net of tax effects.

Qualifi ed Opinion

In our opinion, except for the adjustment mentioned in the previous paragraph, the fi nancial 

statements present fairly, in all material respects, the fi nancial position of Racional Engenharia 

Ltda. as at December 31, 2010, and its fi nancial performance and its cash fl ows for the year then 

ended in accordance with accounting practices adopted in Brazil.

Supplemental Information

The information included in the Appendix - Supplemental Table, relating to the total amount of 

services performed under the Company’s responsibility as at December 31, 2010 and 2009, is 

presented for purposes of additional analysis and is not a required part of the basic fi nancial 

statements.  This information has been subjected to the same auditing procedures described 

above and, in our opinion, is fairly presented, in all material respects, in relation to the fi nancial 

statements taken as a whole.

Other Matters

The accompanying fi nancial statements have been translated into English for the convenience 

of readers outside Brazil.

São Paulo, March 31, 2011

DELOITTE TOUCHE TOHMATSU 

Walter Dalsasso 

Auditores Independentes 

Engagement Partner

CRC nº 2 SP 011609/O-8  

CRC nº 1 SP 077516/O-9
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