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. Rua ca Cardelnia, 65 17 - 15°
| 20097-027 Rio de Janeiro, RJ - Bras
Caixa Pcstal 949
Telefone (21} 3232-6112
Fax (21} 2516-6318
www.pwe. comybr

Report of Independent Registered
Public Accounting Firm

To the Board of Directors and Stockholders
Companhia Vale do Rio Doce

In our opinion, the accompanying consclidatec balance sheets and the related consolidated statements of
income, of cash flows and of changes in stockholders' equity present fairly, in all material respects, the
financial position of Companhia Vale do Rio Doce and its subsidiaries at December 31, 2008 and 2007, and
the results of their operations and their cash flows for each of the three years in the period ended December
31, 2008 in conformity with accounting princip'es gererally accepted in the United States of America. Also in
our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2008, based on criteria established in Infernal Controf - Integrated Framework
issued by the Committee of Spensering Crganizations of the Treadway Commission (COS0). The
Company's management is responsib.a for these financial statements, for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting, included in the accompanying Management's Repont on internal control aver financial reperting.
Our responsibility is to express opinions on these financial statements and on the Company's interna’ control
over financial reporting based on our integrated audits. We conducted our audits in accordance with the
standards of the Public Company Accounting Oversight Board {United States). Those standards require that
we plan and perform the audits to obtain reasonable assurance about whether the financial statements are
free of material misstatement and whether effective internal control over financial reporting was maintained in
all material respects.  Our audits of the financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant eslimates made by management, and evaluating the overall financial statement presentation.
Our audit of internal control over financtal reporiing included obkaining an understanding of internal control
over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. Qur aud'ts also included
performing such other procedures as we considered necessary in the circumstances. We believe that our
audits provide a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepled accounting principles. A company's internal control over financial
reporting includes those policies and precedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly refiect the transactions and dispositions of the assets of the com pany;
(i) provide reasonable assurance that fransactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authonzations of management and
directors of the company; and (i) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or cisposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may net prevent or detect

misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk

that controls may become inadequate because of changes in conditions, or that the degree of compliance
ith the policies or procedures may deteriorate.

@W(ﬂu.« \xm ~

PricewaterhouseCoopers
Auditores Independentes

Rio de Janeiro, Brazil
February 19, 2009



Management’s Report on Internal Control over Financial Reporting

The management of Companhia Vale do Rio Doce — VALE is responsible for establishing and maintaining
adequate internal control over financial reporting.

The company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. The company’s internal
control over financial reporting includes those policies and procedures that: (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (iii) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of the effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in conditions, and that the degree of
compliance with the policies or procedures may deteriorate.

Vale’s management has assessed the effectiveness of the company’s internal control over financial reporting
as of December 31, 2008 based on the criteria established in Internal Control - Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission - COSO. Based on such
assessment and criteria, Vale’s management has concluded that the company’s internal control over
financial reporting was effective as of December 31, 2008.

The effectiveness of the company’s internal control over financial reporting as of December 31, 2008 has
been audited by PricewaterhouseCoopers Auditores Independentes, an independent registered public
accounting firm, as stated in their report which appears herein.

By:
Name: Roger Agnelli
Title: Chief Executive Officer
By:
Name: Fabio de Oliveira Barbosa
Title: Chief Financial Officer

Date: February 19, 2009



Consolidated Balance Sheets
Expressed in millions of United States Dollars

Assets
Current assets

Cash and cash equivalents............ccccoo e

Short term INVESTMENTS.........coooieee e

Accounts receivable

Related parti€s.........ooeieieieieeeeeeeee e

Unrelated parties..........ooeevveieiiiiiiiiiiieeeeeeeeeeee e

Loans and advances to related parties.........ccccoceieeeiiiii e

Inventories......

Property, plant and equipment, net, and intangible assets...........................

Investments in affiliated companies, joint ventures and other

investments....

Other assets

Goodwill on acquisition of subsidiaries..............cccccvveeeieiiiiiciie e,

Loans and advances

Related parties. ... ..o

Unrelated parties...........ooovvveeiiiiiiiiiiieeeeeeeeeeee e

Prepaid pension COSt........ccooiiiiiiiiicee e

Prepaid EXPENSES. ........uuuiiiiieiiiiiiiiiiieietetarereiebeberabebarerararare—a———a——————————————————

Judicial deposits

Advances to suppliers - €NErgy........cccceiiueeiiiiiieee e

RECOVEIADIE taXES .....coeeiiieeeeeeeee e

December 31,

December 31,

2008 2007
10,331 1,046
2,308 -
137 281
3,067 3,671
53 64
3,896 3,859
583 603
1,993 1,159
870 697
23,238 11,380
49,329 54,625
2,408 2,922
1,898 3,791
- 3
77 127
622 1,009
223 200
1,141 1,124
408 574
394 199
32 673
161 90
4,956 7,790
79,931 76,717




Consolidated Balance Sheets
Expressed in millions of United States Dollars
(Except number of shares)

(Continued)
December 31, December 31,
2008 2007
Liabilities and stockholders' equity
Current liabilities
SUPPIIETS. ..ottt sttt ettt st te sttt st e et e et ese et essebe st ebe et ere et eseetesaebenesbenea 2,261 2,430
Payroll and related Charges..........cooei oo 591 734
Current portion of [ong-term debt..........cccviiiiiiii e 633 1,249
ShOrt=termM debt..... ..o s - 167
Loans from related Parties...........coouieveuiiciiieecececece e 77 6
Provision fOr INCOME TAXES........coeiveeeeeieeeecte ettt ettt e teeeeenas 502 1,198
Taxes payable and royalties.........ccovirieiieiiieireree e 55 322
Employees postretirement DENEFItS.........ccvveiiiireiiireeere e 102 131
Railway sub-concession agreement payable..........cccccovviviiiieieicieccse e 400 210
Unrealized losses on derivative INStrUMENtS. ..o - 346
Provisions for asset retirement obligations............ccooeeirireiiinieieis e 48 64
Minimum mandatory dividends payable.............cccoiriieinrneic e 2,068 2,683
ORI bbb bbbttt 500 543
7,237 10,083
Long-term liabilities
Employees postretirement bENEfits...........ccovciiieiiciiic e 1,485 2,204
LONG-TEIM dEDL ... e et 17,535 17,608
Provisions for contingencies (Note 20 (D)).......vvvevrerrrerrrrrrrr s 1,685 2,453
Unrealized losses on derivative INStrUmMents............ooo e 573 5
Deferred INCOME T8X......cveviirerieieeee ettt ee s 4,005 5,725
Provisions for asset retirement obligations............cccoeeirreiiinseieis e 839 911
Railway sub-concession agreement payable..........ccccovevieiieieieicccee e - 210
L0 {1 SO SO O SO SOPRUPPTRTPRRPRPPRRR 1,525 1,687
27,647 30,803
MINOTIEY INEEIESES. .. vttt st be et saeseste e e se e e seneas 2,491 2,555
Commitments and contingencies (Note 20)
Stockholders' equity
Preferred class A stock - 7,200,000,000
no-par-value shares authorized and 2,108,579,618 (2007 - 1,919,516,400) issued.......... 9,727 4,953
Common stock - 3,600,000,000
no-par-value shares authorized and 3,256,724,482 (2007 - 2,999,797,716) issued.......... 15,262 7,742
Treasury stock - 76,854,304 (2007 - 30,341,144) preferred
and 74,937,899 (2007 - 56,582,040) cOMMON ShAreS...........cccveerreirrereeeiiee e (1,141) (389)
Additional paid-in CAPILAL.......cc.ceiiiieeirei e 393 498
Mandatorily convertible notes - common Shares..........c.ccocvreincience e, 1,288 1,288
Mandatorily convertible notes - preferred Shares............cccoceeeeiieneiennee e 581 581
Other cumulative comprehensive iNCOME (I0SS).......coiveiiieiiiirereee e (11,510) 1,655
Undistributed retained €arnings..........ccccoeeeireineieeee e 18,340 15,317
Unappropriated retained arnings..........ccooee e 9,616 1,631
42,556 33,276
TOTAL. ettt bbb bbbt bbbkttt 79,931 76,717

The accompanying notes are an integral part of these consolidated financial statements.



Consolidated Statements of Income
Expressed in millions of United States Dollars
(Except per share amounts)

Three-month period ended (unaudited)

v

Year ended of December, 31

December  September  December
31, 2008 30, 2008 31, 2007 2008 2007 2006
Operating revenues, net of discounts, returns and allowances
Sales of ores and MEtals.........ccceevevieeiciiecece e 6,052 10,425 7,213 32,779 28,441 16,511
AlUMINUM PIrOAUCES.......eveetiieiee e 779 889 672 3,042 2,722 2,381
Revenues from [0gistiC SEIVICES.........ccoveiriiiriiiniiieeeeeeeeens 310 473 389 1,607 1,525 1,376
Other products and SEIVICES...........cvvrririreeieieieieiieser e 301 335 138 1,081 427 95
7,442 12,122 8,412 38,509 33,115 20,363
TAXES ON TEVENUES.......cueirieiiieieieieieie ettt nens (187) (383) (249) (1,083) (873) (712)
Net 0perating reVENUES..........c.cvueiiuiiiiiiis s 7,255 11,739 8,163 37,426 32,242 19,651
Operating costs and expenses
Cost of ores and metals Sold.............cccouviviviiiiiicicicics (2,730) (4,051) (3,687) (14,055) (13,628) (7,946)
Cost of aluminuM Products.............ccveeeueuriecinrieriieireeseeeese e (529) (684) (486) (2,267) (1,705) (1,355)
Cost Of [0GIStIC SEIVICES.......eviveieirieieiiiir s (190) (272) (231) (930) (853) (777)
OHNET. ..o (71) (109) (100) (389) (277) (69)
(3,520) (5,116) (4,504) (17,641) (16,463) (10,147)
Selling, general and administrative eXpenses.............ccoovvrvreririnnnnns (708) (374) (424) (1,748) (1,245) (816)
Research and development eXpenses...........coueviiiirinininssseseisieias (295) (331) (262) (1,085) (733) (481)
Impairment of GOOAWIll............cceuiuriiiirirce e (950) - - (950) - -
OHhE ... (719) (383) (290) (1,254) (607) (570)
(6,192) (6,204) (5,480) (22,678) (19,048) (12,014)
Operating INCOME.........c.cuiiiiiiriii s 1,063 5,535 2,683 14,748 13,194 7,637
Non-operating income (expenses)
Financial INCOME.............civriiiiiiiiiciccccc 247 277 58 602 295 327
FINANCIAI EXPENSES......rvveeeeeeeeereeeeeeeeeeseeseeeseeseeeseeseseesees e eeeeesee e (399) (457) (554) (1,765) (2,517) (1,222)
Gains (losses) on derivatives, Net...........cccoeerieiiicinnececs (586) (587) 316 (812) 931 (116)
Foreign exchange and indexation gains (I0sses), Net..........ccccccecvrvrennne (241) (321) 315 364 2,553 529
Gain on sale of investments.............cccooeviiiiinccccccc - - - 80 77 674
(979) (1,088) 135 (1,531) 2,039 192
Income before income taxes, equity results and minority
INEEIESES. ...ttt et saaeeae s 84 4,447 2,818 13,217 15,233 7,829
Income taxes
CUITENE. ...t 966 (477) (610) (1,338) (3,901) (1,134)
DEfEITEA. ... 219 621 394 803 700 (298)
1,185 144 (216) (535) (3,201) (1,432)
Equity in results of affiliates, joint ventures and other investments.......... 125 290 136 794 595 710
MiNOFity INTEIESES.......ieiveiiieceiie s (27) (60) (165) (258) (802) (579)
NBLINCOME ... 1,367 4,821 2,573 13,218 11,825 6,528
Basic and diluted earmings per share
Earnings per preferred share...........coocoiiiiiennceeeeee s 0.25 0.94 0.52 2.58 2.41 1.35
Earnings per common Share............cocceoieiiniciisicisceeeeese s 0.25 0.94 0.52 2.58 241 1.35
Earnings per prefered share linked to (*).......ccccoeevriennne 0.76 1.19 0.79 4.09 3.30 -
Earnings per common share linked to (*)......c.ccccoceevriennns 0.81 1.25 0.85 4.29 3.51 -

(*) Basic earnings per share only, as dilution assumes conversion.

The accompanying notes are an integral part of these consolidated financial statements.



VALE

Consolidated Statements of Cash Flows
Expressed in millions of United States Dollars

Three-month period ended (unaudited) Year ended of December, 31
December September 30, December
31,2008 2008 31, 2007 2008 2007 2006

Cash flows from operating activities:

NEEINCOME. ... s 1,367 4,821 2,573 13,218 11,825 6,528
Adjustments to reconcile net income to cash from operations:

Depreciation, depletion and amortization. 568 713 737 2,807 2,186 997
Dividends received... 116 126 112 513 394 516
Equity in results of affiliates, joint ventures and other investments. (125) (290) (136) (794) (595) (710)
Deferred income taxes... (219) (621) (394) (803) (700) 298
Impairment of goodwill.... 950 - - 950 - -
Loss on disposal of property, plant and equipment 10 243 104 376 168 106
Gain on sale of investments - - - (80) (777) (674)
Foreign exchange and indexation losses (gains), net.... 740 1,133 (266) 451 (2,827) 917)
Unrealized derivative losses (gains), net 586 587 (326) 812 (917) 116
Minority interests 27 60 165 258 802 579
Unrealized interest (income) expense, net... (3) 83 (23) 116 102 36
ONETS......cee s 17 1 46 (3) 115 (93)
Decrease (increase) in assets:
Accounts receivable. 1,615 (1,481) 135 (466) 235 (438)
Inventories (43) (77) (558) (467) (343) 859
ONETS.....cce s (171) 5 80 (242) (292) (12)
Increase (decrease) in liabilities:
SUPPHIETS ..o 200 237 429 703 998 (47)
Payroll and related charges (25) 97 106 1 170 (86)
Income taxes 119 (291) (582) (140) 393 84
Others 564 (14) 260 (96) 75 90
Net cash provided by operating activities. 6,293 5,332 2,462 17,114 11,012 7,232

Cash flows from investing activities:
Short term investments............cccccviiiiii (1,674) (634) - (2,308) - -
Loans and advances receivable
Related parties

LOBN PrOCEEAS.......cueeireeeieeeie s ettt (3) - (32) (37) (33) (18)
Repayments.. 18 15 - 58 10 1
24 (40) (1) (15) 1 (16)
Judicial deposits... (71) (26) (50) (133) (125) (78)
Investments (19) (85) (230) (128) (324) (107)
Property, plant and equipment. (3,689) (1,553) (2,747) (8,972) (6,651) (4,431)
Proceeds from disposal of investments... - - - 134 1,042 837
Proceeds from disposals of property, plant and equipment.. - - - - - 49
Acquisition of subsidiaries, net of cash acquired - - - - (2,926) (13,201)
Net cash used in investing activities (5,414) (2,323) (3,060) (11,401) (9,006) (16,954)
Cash flows from financing activities:
Short-term debt, additions 1 65 2,021 1,076 4,483 4,912
Short-term debt, repayments.. (125) (65) (1,877) (1,311) (5,040) (4,233)
Loans
Related parties
Loan proceeds.. . 33 - 1 54 259 10
Repayments . - (16) (39) (20) (273) (50)
Issuances of long-term debt
Related parties.. - - - - - 14
Others.... 253 71 646 1,890 7,212 21,993
Repayments of long-term debt
ONETS..c.. e (65) (313) (114) (1,130) (11,130) (7,635)
Treasury stock (752) - - (752) - (301)
Mandatorily convertible notes. - - - - 1,869 -
Capital increase.... - 12,190 - 12,190 - -
Dividends and interest attributed to stockholders (1,600) - (1,050) (2,850) (1,875) (1,300)
Dividends to minority interest..... (56) - (429) (143) (714) (65)
Net cash provided by (used in) financing activities. (2,311) 11,932 (841) 9,004 (5,209) 13,345
Increase (decrease) in cash and cash equivalents (1,432) 14,941 (1,439) 14,717 (3,203) 3,623
Effect of exchange rate changes on cash and cash equivalents. (2,863) (2,469) (23) (5,432) (199) (216)
Cash and cash equivalents, beginning of period. 14,626 2,154 2,508 1,046 4,448 1,041
Cash and cash equivalents, end of period 10,331 14,626 1,046 10,331 1,046 4,448
Cash paid during the period for:
Interest on short-term debt ... = (1) (8) (11) (49) 9)
Interest on long-term debt... (314) (305) (361) (1,255) (1,289) (565)
Income tax (149) (726) (732) (2,867) (3,284) (586)
Non-cash transactions
Interest capitalized .. 185 14 15 230 78 126
Issuance of preferred stock for the acquisition of Caemi, net of cash
acquired - - - - - 2,552

The accompanying notes are an integral part of these consolidated financial statements.



Consolidated Statements of Changes in Stockholders' Equity

Expressed in millions of United States Dollars

(except number of shares and per-share amounts)

Three-month period ended (unaudited)

Year ended of December, 31

September 30,
December 31, 2008 2008 December 31, 2007 2008 2007 2006
Preferred class A stock (including twelve special shares)
Beginning of the period 9,727 4,953 4,953 4,953 4,702 2,150
Capital increase. - 4,774 - 4774 - 2,552
Transfer from undistributed retained eaming - - - - 251 -
End of the period 9,727 9,727 4,953 9,727 4,953 4,702
Common stock
Beginning of the period 15,262 7,742 7,742 7,742 3,806 3,806
Capital increase. - 7,520 - 7,520 - -
Transfer from undistributed retained eaming - - - - 3,936 -
End of the period 15,262 15,262 7,742 15,262 7,742 3,806
Treasury stock
Beginning of the period (389) (389) (389) (389) (389) (301)
Acquisitions. (752) - - (752) - (88)
End of the period (1,141) (389) (389) (1,141) (389) (389)
Additional paid-in capital
Beginning and end of the period 393 498 498 498 498 498
Change in the period. - (105) - (105) - -
End of the period 393 393 498 393 498 498
Mandatorily convertible notes - common shares
Beginning and end of the period 1,288 1,288 1,288 1,288 1,288 -
Mandatorily convertible notes - preferred shares
Beginning and end of the period 581 581 581 581 581 -
Other cumulative comprehensive income (deficit)
Cumulative translation adjustments
Beginning of the period (3,993) 2,842 1,003 1,340 (1,628) (2,856)
Change in the period. (7,500) (6,835) 337 (12,833) 2,968 1,228
End of the period (11,493) (3,993) 1,340 (11,493) 1,340 (1,628)
Unrealized gain (loss) - available-for-sale securities, net of tax
Beginning of the period (79) 1M 229 21 271 127
Change in the period. 96 (190) (18) (194) (60) 144
End of the period 17 (79) 211 17 211 21
Surplus (deficit) accrued pension plan
Beginning of the period (304) 164 540 75 353 460
Change in the period. 270 (468) (465) (109) (278) (107)
End of the period (34) (304) 75 (34) 75 353
Cash flow hedge
Beginning of the period 28 8 23 29 - -
Change in the period (28) 20 6 (29) 29 -
End of the period - 28 29 - 29 -
Total other cumulative comprehensive income (deficit)...............owwewrecrerirrrenerens (11,510) (4,348) 1,655 (11,510) 1,655 (1,004)
Undistributed retained earnings
Beginning of the period 14,183 17,021 6,560 15,317 9,555 4,357
Transfer from/to unappropriated retained €amings..............c.oevereereenerirennnns 4,157 (2,838) 8,757 3,023 9,949 5,198
Capitalized earning: - - - - (4,187) -
End of the period 18,340 14,183 15,317 18,340 15,317 9,555
Unappropriated retained earings
Beginning of the period 14,521 6,886 10,524 1,631 2,505 3,983
Net income 1,367 4,821 2,573 13,218 11,825 6,528
Interest on mandatorily covertible debt
Preferred class A stock (15) (8) (8) (46) (22) -
Common stock (32) (16) (18) (96) (45) -
Dividends and interest attributed to stockholders' equity
Preferred class A stock (806) - (1,049) (806) (1,049) (1,098)
Common stock (1,262) - (1,634) (1,262) (1,634) (1,710)
Appropriation from/to undistributed retained eamings.............cccocereerrerinees (4,157) 2,838 (8,757) (3,023) (9,949) (5,198)
End of the period 9,616 14,521 1,631 9,616 1,631 2,505
Total stockholders' equity. 42,556 51,218 33,276 42,556 33,276 19,673
Number of shares:
Preferred class A stock (including twelve special shares).............ccccccicinecnies 2,108,579,618 2,108,579,618 1,919,516,400 2,108,579,618 1,919,516,400 1,919,516,400
Common stock 3,256,724,482 3,256,724,482 2,999,797,716 3,256,724,482 2,999,797,716 2,999,797,716
Buy-backs
Beginning of the period (86,922,944) (86,923,052) (86,923,184) (86,923,184) (86,927,072) (56,627,872)
Acquisitions. (64,869,259) - - (64,869,259) - (30,299,200)
Sales - 108 - 240 3,888 -
End of the period (151,792,203) (86,922,944) (86,923,184) (151,792,203) (86,923,184) (86,927,072)
5,213,511,897 5,278,381,156 4,832,390,932 5,213,5611,897 4,832,390,932 4,832,387,044

The accompanying notes are an integral part of these consolidated financial statements.



Notes to the Consolidated Financial Statements
Expressed in millions of United States Dollars, unless otherwise stated

The Company and its operation

Companhia Vale do Rio Doce (‘Vale”, the “Company” or “we”) is a limited liability company
incorporated in Brazil. Operations are carried out through Vale and our subsidiary companies, joint
ventures and affiliates, and mainly consist of mining, non-ferrous metal production, logistics and
steel activities.

At December 31, 2008, our principal consolidated operating subsidiaries are the following:

% voting Head office

Subsidiary % ownership capital location Principal activity
Alumina do Norte do Brasil S.A. - Alunorte ("Alunorte") 57.03 59.02 Brazil Alumina
Aluminio Brasileiro S.A. - Albras ("Albras") 51.00 51.00 Brazil Aluminum
CADAM S.A (CADAM) 61.48 100.00 Brazil Kaolin
CVRD Overseas Ltd. 100.00 100.00  Cayman Islands Trading
Ferrovia Centro-Atlantica S. A. 100.00 100.00 Brazil Logistics
Mineragdes Brasileiras Reunidas S.A. - MBR 92.99 92.99 Brazil Iron ore
Para Pigmentos S.A. ("PPSA") 86.17 85.57 Brazil Kaolin
PT International Nickel Indonesia Tbk ("PT Inco") 61.16 61.16 Indonesia Nickel
Vale Manganés S.A. (formely Rio Doce Manganés S.A.) 100.00 100.00 Brazil Manganese and Ferroalloys
Vale Manganése France (formely Rio Doce Manganése Europe - RDME) 100.00 100.00 France Ferroalloys
Rio Doce Manganese Norway - RDMN 100.00 100.00 Norway Ferroalloys
Vale Australia Pty Ltd. 100.00 100.00 Australia Coal
Vale Inco Limited 100.00 100.00 Canada Nickel
Vale International S.A (formerly CVRD International S.A) 100.00 100.00 Swiss Trading
Valesul Auminio S.A. 100.00 100.00 Brazil Aluminum

Basis of consolidation

All majority-owned subsidiaries in which we have both share and management control are
consolidated. All significant intercompany accounts and transactions are eliminated. Our variable
interest entities in which we are the primary beneficiary are consolidated. Investments in
unconsolidated affiliates and joint ventures are accounted for under the equity method (Note 12).

We evaluate the carrying value of our equity accounted investments in relation to publicly quoted
market prices when available. If the quoted market price is below book value, and such decline is
considered other than temporary, we write-down our equity investments to quoted market value.

We define joint ventures as businesses in which we and a small group of other partners each
participate actively in the overall entity management, based on a shareholders agreement. We
define affiliates as businesses in which we participate as a minority stockholder but with significant
influence over the operating and financial policies of the investee.

Our participation in hydroelectric projects are made via consortium contracts under which we have
undivided interests in the assets and are liable for our proportionate share of liabilities and
expenses, which are based on our proportionate share of power output. We do not have joint
liability for any obligations. No separate legal or tax status is granted to consortia under Brazilian
law. Accordingly, we recognize our proportionate share of costs and our undivided interest in
assets relating to hydroelectric projects (Note 11).

Summary of significant accounting policies

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Estimates are used for, but not limited to, the selection of
useful lives of property, plant and equipment, impairment, provisions necessary for contingent
liabilities, fair values assigned to assets and liabilities acquired in business combinations, income
tax valuation allowances, employee post retirement benefits and other similar evaluations. Actual
results could differ from those estimates.
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(a)

(b)

(c)

(d)

(e)

We have prepared our consolidated financial statements in accordance with United States
generally accepted accounting principles (“US GAAP”), which differ in certain respects from the
accounting practices adopted in “Brazilian GAAP” which are the basis for our statutory financial
statements.

Basis of presentation

In December 2007, significant modifications were made to Brazilian GAAP as part of a
convergence project with International Financial Reporting Standards (IFRS). Such changes
became effective for the fiscal year ended December 31, 2008, whereas other changes will be
introduced subsequently.

Our condensed consolidated interim financial information for the three-month periods ended
December 31, 2008, September 30, 2008, and December 31, 2007, presented herein are
unaudited. However, in our opinion, such condensed consolidated financial information include all
adjustments, consisting only of normal recurring adjustments, necessary for a fair presentation of
the results for interim periods.

The Brazilian Real is the parent Company’s functional currency. We have selected the U.S. Dollar
as our reporting currency. The financial statements have been translated in accordance with the
criteria set forth in Statement of Financial Accounting Standards No. (“SFAS”) 52 — “Foreign
Currency Translation”.

All assets and liabilities have been translated to U.S. Dollars at the closing rate of exchange at
each balance sheet date (or, if unavailable, the first available exchange rate). All statement of
income accounts have been translated to U.S. Dollars at the average exchange rates prevailing
during the respective periods. Capital accounts are recorded at historical exchange rates.
Translation gains and losses are recorded in the Cumulative Translation Adjustments account
("CTA") in stockholders' equity. The results of operations and financial position of our entities that
have a functional currency other than the U.S. Dollar, have been translated in accordance with
SFAS 52.

The exchange rates used to translate the assets and liabilities of the Brazilian operations at
December 31, 2008 and December 31, 2007, were R$ 2.3370 and R$ 1.7713, respectively.

The net transaction gain (loss) included in our statement of income ("Foreign exchange and
indexation gains (losses), net") was US$ (1,011), US$ 1,639 and US$ 452 in the year ended
December 31, 2008, 2007 and 2006, respectively.

Cash equivalents and short-tem investment
Cash flows from overnight investments and fundings are reported net. Short-term investments that
have a ready market and original maturities of 90 days or less are classified as “Cash equivalents”.

The remaining investments, with longer maturities are stated at fair value and presented as “Short-
term investments”.

Long-term

Assets and liabilities that are realizable or due more than 12 months after the balance sheet date
are classified as long-term.

Inventories

Inventory is recorded at the average cost of purchase or production, reduced to market value (net
realizable value less a reasonable margin) when lower.

We classify proven and probable reserve quantities attributable to stockpiled inventories as
inventories and account for them as processed when they are removed from the mine. These
reserve quantities are not included in the total proven and probable reserve quantities used in the
units of production, depreciation, depletion and amortization calculations.

We periodically assess our inventories to identify obsolescence or slow moving and if needed, we
recognize definitive allowances for slow movement or obsolete inventories.

Removal of waste materials to access mineral deposits

Stripping costs (the costs associated with the removal of overburden and other waste materials)
incurred during the development of a mine, before production commences, are capitalized as part
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of the depreciable cost of developing the property. Such costs are subsequently amortized over the
useful life of the mine based on proven and probable reserves.

Post-production stripping costs are included in the cost of the inventory produced (that is
extracted), at each mine individually during the period that the stripping cost are incurred.

Property, plant and equipment and Intangible Assets

Property, plant and equipment are recorded at cost, including interest cost incurred during the
construction of major new facilities. We compute depreciation on the straight-line basis at annual
average rates which take into consideration the useful lives of the assets, as follows: 3.03% for
railroads, 3.65% for buildings, 3.78% for installations and 7.30% for other equipment. Expenditures
for maintenance and repairs are charged to operating costs and expenses as incurred.

We capitalize the costs of developing major new ore bodies or expanding the capacity of operating
mines and amortize these to operations on the unit-of-production method based on the total
probable and proven quantity of ore to be recovered. Exploration costs are expensed. Once the
economic viability of mining activities is established, subsequent development costs are capitalized.

Separately acquired intangible assets are shown at historical cost. Intangible assets acquired in a
business combination are recognized at fair value at the acquisition date. All our intangible assets
have definite useful lives and are carried at cost less accumulated amortization, which is calculated
using the straight-line method over their estimated useful lives.

Business combinations

We adopt SFAS 141 “Business Combinations” to record acquisitions of interests in other
companies. This “purchase method”, requires that we reasonably determine the fair value of the
identifiable tangible and intangible assets and liabilities of acquired companies and segregate
goodwill as an intangible asset.

We assign goodwill to reporting units and test each reporting unit’'s goodwill for impairment at least
annually, and whenever circumstance indicating that recognized goodwill may not be fully
recovered are identified. We perform the annual goodwill impairment tests during the last quarter
of the year using September 30 as our base date.

Goodwill is reviewed for impairment utilizing a two step process. In the first step, we compare a
reporting unit’s fair value with its carrying amount to identify any potential goodwill impairment loss.
If the carrying amount of a reporting unit exceeds the unit’s fair value, based on a discounted cash
flow analysis, we carry out the second step of the impairment test, measuring and recording the
amount, if any, of the unit’'s goodwill impairment loss.

Impairment of long-lived assets

All long-lived assets, are tested to determine if they are recoverable from operating earnings on an
undiscounted cash flow basis over their useful lives whenever events or changes in circumstance
indicate that the carrying value may not be recoverable.

When we determine that the carrying value of long-lived assets and definite-life intangible assets
may not be recoverable, we measure any impairment loss based on a projected discounted cash
flow method using a discount rate determined to be commensurate with the risk inherent in our
current business model.

Available-for-sale equity securities

Equity securities classified as “available-for-sale” are recorded pursuant to SFAS 115 “Accounting
for Certain Investments in Debt and Equity Securities”. Accordingly, we classify unrealized holding
gains and losses, net of taxes, as a separate component of stockholders’ equity until realized.
Compensated absences

The liability for future compensation for employee vacations is fully accrued as earned.

Derivatives and hedging activities

We apply SFAS 133 "Accounting for Derivative Financial Instruments and Hedging Activities", as
amended. This standard requires that we recognize all derivative financial instruments as either
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assets or liabilities on our balance sheet and measure such instruments at fair value. Changes in
the fair value of derivatives are recorded in each period in current earnings or in other
comprehensive income, in the latter case depending on whether a transaction is designated as an
effective hedge and has been effective during the period.

Asset retirement obligations

Our retirement obligations consist primarily of estimated closure costs, the initial measurement of
which is recognized as a liability discounted to present value and subsequently accreted through
earnings. An asset retirement cost equal to the initial liability is capitalized as part of the related
asset’s carrying value and depreciated over the asset’s useful life.

Revenues and expenses

Revenues are recognized when title is transferred to the customer or services are rendered.
Revenue from exported products is recognized when such products are loaded on board the ship.
Revenue from products sold in the domestic market is recognized when delivery is made to the
customer. Revenue from logistic services is recognized when the service order has been fulfilled.
Expenses and costs are recognized on the accrual basis.

Income taxes

The deferred tax effects of tax loss carryforwards and temporary differences are recognized
pursuant to SFAS 109 “Accounting for Income Taxes”. A valuation allowance is made when we
believe that it is more likely than not that tax assets will not be fully recovered in the future.

Earnings per share

Earnings per share are computed by dividing net income by the weighted average number of
common and preferred shares outstanding during the period.

Interest attributed to stockholders’ equity (dividend)

Brazilian corporations are permitted to distribute interest attributable to stockholders’ equity. The
calculation is based on the stockholders’ equity amounts as stated in the statutory accounting
records and the interest rate applied may not exceed the long-term interest rate (TJLP) determined
by the Brazilian Central Bank. Also, such interest may not exceed 50% of net income for the year
nor 50% of retained earnings plus revenue reserves as determined by “Brazilian GAAP”.

As the notional interest charge is tax deductible in Brazil, the benefit to us, as opposed to making a
dividend payment, is a reduction in our income tax charge. Income tax of 15% is withheld on behalf
of the stockholders relative to the interest distribution. Under Brazilian law, interest attributed to
stockholders’ equity is considered as part of the annual minimum mandatory dividend (Note 16).
This notional interest distribution is treated for accounting purposes as a deduction from
stockholders' equity in a manner similar to a dividend and the tax credit recorded in income.

Comprehensive income

We present comprehensive income as part of the Statement of Changes in Stockholders’ Equity, in
compliance with SFAS 130 “Reporting Comprehensive Income”, net of taxes.

Pension and other post retirement benefits

We sponsor private pension and other post retirement benefits for our employees which are
actuarially determined and recognized as an asset or liability or both depending on the funded or
unfunded status of each plan in accordance with SFAS 158 “Employees” Accounting for Defined
Benefit Pension and Other Post retirement Plans”. The cost of our defined benefit and prior service
costs or credits that arise during the period and are not components of net periodic benefit costs
are recorded in other cumulative comprehensive income (deficit).

Recently-issued accounting pronouncements

In January 2009, the Financial Accounting Standards Board (‘FASB”) issued EITF 99-20-1
"Amendments to the Impairment Guidance of EITF Issue No. 99-20”, to achieve more consistent
determination of whether an other-than-temporary impairment has occurred. It is effective for
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financial statements issued for fiscal years and interim periods beginning after December 15, 2008.
We are currently studying the effects of this pronouncement.

In December 2008, the FASB issued Staff Position No. FAS 132(R)-1, “Employers’ Disclosures
about Post Retirement Benefit Plan Assets”. It is effective for financial statements issued for fiscal
years and interim periods beginning after December 15, 2009. We are currently studying the effects
of this pronouncement.

In November 2008, the FASB issued EITF 08-08, “Accounting for an Instrument (or an Embedded
Feature) with a Settlement Amount That Is Based on the Stock of an Entity's Consolidated
Subsidiary”, which addresses the fair value of an outstanding instrument and its presentation. It is
effective for fiscal years and interim periods beginning after December 15, 2008. We are currently
studying the effects of this pronouncement.

In November 2008, the FASB issued EITF 08-06, “Equity Method Investment Accounting
Considerations”, which clarifies the accounting for certain transactions and impairment
considerations involving equity method investments. It is effective for financial statements issued
for fiscal years and interim periods beginning after December 15, 2008. We are currently studying
the effects of this pronouncement.

In October 2008, the FASB issued Staff Position No. FAS 157-3, “Determining the Fair Value of a
Financial Asset in a Market That Is Not Active” (FSP 157-3), which clarifies the application of
SFAS 157 when the market for a financial asset is inactive. Specifically, FSP 157-3 clarifies how (1)
management’s internal assumptions should be considered in measuring fair value when
observable data are not present, (2) observable market information from an inactive market should
be taken into account, and (3) the use of broker quotes or pricing services should be considered in
assessing the relevance of observable and unobservable data to measure fair value. The guidance
in FSP 157-3 was effective immediately upon issuance and did not generate impact on our
Financial Statements.

In June 2008, the FASB issued FSP EITF 03-6-1, “Determining Whether Instruments Granted in
Share-Based Payment Transactions are Participating Securities”. The FSP provides that
instruments granted in share-based payment transactions that contain nonforfeitable rights to
dividends or dividend equivalents (whether paid or unpaid) are participating securities prior to
vesting and, therefore, need to be included in the earnings allocation in computing earnings per
share (EPS) under the two-class method described in paragraphs 60 and 61 of FASB Statement
No. 128, Earnings per Share. It is effective for financial statements issued for fiscal years and
interim periods beginning after December 15, 2008. Early application is not permitted. We are
currently studying the effects of this pronouncement.

In May 2008, the FASB issued FSP APB 14-1, “Accounting for Convertible Debt Instruments That
May Be Settled in Cash upon Conversion (Including Partial Cash Settlement)”. According to this
FSP these debt instruments are not addressed by paragraph 12 of APB Opinion No. 14,
Accounting for Convertible Debt and Debt Issued with Stock Purchase Warrants. Additionally, it
specifies that issuers of such instruments should separately account for the liability and equity
components in a manner that will reflect the entity’s nonconvertible debt borrowing rate when
interest cost is recognized in subsequent periods. This FSP is effective for financial statements
issued for fiscal years beginning after December 15, 2008. We are currently studying the effects of
this pronouncement.

In May 2008, the FASB issued FAS 162, “The Hierarchy of Generally Accepted Accounting
Principles”. The objective of this Statement is to identify the sources of accounting principles and
the framework for selecting the principles used in the preparation of financial statements of
nongovernmental entities that are presented in conformity with US GAAP (the GAAP hierarchy).
This Statement shall be effective 60 days following the SEC’s approval of the Public Company
Accounting Oversight Board (PCAOB) amendments to AU Section 411, The Meaning of Present
Fairly in Conformity With Generally Accepted Accounting Principles. There are no specific
disclosure requirements with this statement. We are currently assessing the effects of this
Statement and believe that it will not have a material impact on our Consolidation Financial
Statements.

In April 2008, the FASB issued FSP FAS 142-3, “Determination of the Useful Life of Intangible
Assets”. The objective of this FSP is to address situations of renewing or extending the useful life of
a recognized intangible asset. It is effective for financial statements issued for fiscal years and
interim periods beginning after December 15, 2008. Early application is not permitted. We are
currently studying the effects of this pronouncement.
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In December 2007, the FASB issued SFAS 160, which clarifies that a no controlling interest in a
subsidiary is an ownership interest in the consolidated entity that should be reported as equity in
the consolidated financial statements. SFAS 160 is effective for fiscal years, and interim periods
within those fiscal years, beginning on or after December 15, 2008 (that is, in the case of Vale,
January 1, 2009).

In December 2007, the FASB issued SFAS 141(R), that applies prospectively to business
combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after December 15, 2008 (that is, in the case of Vale, January 1, 2009).

Major acquisitions and disposals

In February 2008, we sold our interest in Jubilee Mines N.L. (held through Vale Inco), representing
4.83% of its common shares, for US$ 134 generating a gain of US$ 80.

In October, 2007 we were awarded, in a public auction, a 30-year sub-concession agreement to
operate the Ferrovia Norte Sul S.A. — FNS railway for R$1,482 million equivalent to US$ 837 at the
exchange rate in effect on that date, payable in three installments. The first installment, equivalent
to US$ 412 and corresponding to 50% was paid in December 2007. The second and third
installments, each representing 25% of the total amount, are to be paid upon the completion of the
railroad. The outstanding installments are indexed to the general price index (IGP-DI) and accrue
interest of 12% p.a. This sub-concession right has been accounted for as an intangible asset (Note
11).

In July 2007, we sold our interest in Lion Ore Mining International Ltd. (held through Vale Inco),
representing 1.80% of its common shares for US$ 105, generating a gain of US$ 80.

In June 2007, we sold 25,213,664 common shares, representing 57.84% of the total capital of our
subsidiary Log-In Logistica Intermodal S.A. (“Log-In”) for US$ 179, recording a gain of US$ 155. In
July 2007, we sold an additional 5.10% stake in Log-In for US$ 24 recording a gain of US$ 21. At
December 31, 2008, we held 31.33% of the voting and total capital of this entity, which is
accounted for under the equity method.

In May 2007, we sold part (12.43%) of our stockholding in Usinas Siderurgicas de Minas Gerais
S.A. - USIMINAS, an available-for-sale investee, for US$ 728, recording a gain of US$ 456. We
have retained 5.89% of the ordinary shares the minimum number of shares required to participate
in the current shareholders agreement of the investee, representing 2.93% of the total capital.

In May 2007, we acquired a further 6.25% of the total share capital of Empreendimentos Brasileiros
de Mineragdo S.A. - EBM, which main asset is its interest in MBR, for US$ 231 and as a result, our
direct and indirect stake in MBR increased to 92.99% of total and voting capital. We simultaneously
entered into an usufruct agreement with minority shareholders whereby they transferred to us all
rights and obligations with respect to their shares, including rights to dividends for the next 30
years, for which we will make an initial payment of US$ 61 plus an annual fee of US$ 48 for each of
the next 29 years. The present value of the future obligation is recorded as a liability and the
corresponding charge recorded to minority interests in the balance sheet.

In April 2007, we concluded the acquisition of 100% of Vale Australia (formerly AMCI Holdings
Australia Pty — AMCI HA), a private company based in Australia, which owns and operates coal
mines in that country, for US$ 656.
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A 4

Income taxes in Brazil comprise federal income tax and social contribution, which is an additional
federal tax. The statutory composite enacted tax rate applicable in the periods presented is 34%. In
other countries where we have operations, the applicable tax rates vary from 1.67% to 40%.

Income taxes

The amount reported as income tax expense in our consolidated financial statements is reconciled

to the statutory rates as follows:
Three-month period ended (unaudited)

December 31, 2008 September 30, 2008 December 31, 2007
Brazil _Foreign Total Brazil _Foreign Total Brazil . Foreign Total
Income before income taxes, equity results
and minority INtErests.. ..o coeeees e vt e (2,489) 2,573 84 334 4,113 4,447 1,299 1,519 2,818

Tax at Brazilian composite rate. 846 (875) (29) (114)  (1,398) (1,512) (442) (516) (958)
Adjustments to derive effective tax rate:
Tax benefit on interest attributed to stockholders....... 238 - 238 278 - 278 129 - 129
Difference on tax rates of foreign income - 347 347 - 808 808 - 777 77

Exchange variation - not taxable....... . - 667 667 - 633 633 - (101) (101)

Tax incentives.... 48) - (48) 14 - 14 7 - 7
Other non-taxable gains (losses)... 68) 78 10 57 (134) 77) (12) (58) (70)
Income taxes per consolidated statements of income... 968 217 1,185 235 (91) 144 (318) 102 (216)
Year ended of December, 31
2008 2007 2006
Brazil __ Foreign Total Brazil Foreign Total Total
Income before income taxes, equity results
and minority iNterests..........cccvvieeernnnicccee 2434 10,783 13,217 7,769 7,464 15,233 7,829
Tax at Brazilian composite rate.............cccocervvnniccnnnne (828) (3,667) (4,495) (2,641) (2,538) (5,179) (2,662)
Adjustments to derive effective tax rate:
Tax benefit on interest attributed to stockholders......... 692 - 692 474 - 474 343
Difference on tax rates of foreign income ....... .. - 1,728 1,728 - 1,729 1,729 1,129
Exchange variation - not taxable... . - 982 982 - (290) (290) (125)
Tax incentives............ccccceeiniiiiinnne. . 53 - 53 173 - 173 194
Valuation allowance reversal (provision) . . - - - 16 - 16 (21)
Other non-taxable gains (I0SSes).........ccccccvrvrireeierennnes 287 218 505 64 (188) (124) (290)
Income taxes per consolidated statements of income..... 204 (739) (535) (1,914) (1,287) (3,201) (1,432)

We have certain Brazilian income tax incentives relating to our manganese operations in Carajas,
our potash operations in Rosario do Catete, our alumina and aluminum operations in Barcarena
and our kaolin operations in Ipixuna and Mazagdo. The incentives relating to manganese,
aluminum and kaolin comprise partial exemption up to 2013. The incentive relating to alumina and
potash comprise full income tax exemption on defined production levels, which expires in 2009 and
2013, respectively. An amount equal to the tax saving is appropriated from retained earnings to a
reserve account within stockholders’ equity and may not be distributed in the form of cash
dividends.

We also have income tax incentives related to our Goro Project under development in New
Caledonia (“The Goro Project’). These incentives include an income tax holiday during the
construction phase of the project and throughout a 15-year period commencing in the first year in
which commercial production, as defined by the applicable legislation, is achieved followed by a
five-year, 50 per cent income tax holiday. The Goro Project also qualifies for certain exemptions
from indirect taxes such as import duties during the construction phase and throughout the
commercial life of the project. Certain of these tax benefits, including the income tax holiday, are
subject to an earlier phase out should the project achieve a specified cumulative rate of return. We
are subject to a branch profit tax commencing in the first year in which commercial production is
achieved, as defined by the applicable legislation. To date, we have not recorded any taxable
income for New Caledonian tax purposes. The benefits of this legislation are expected to apply with
respect to taxes payable once the Goro project is in operation.

We are subject to examination by the tax authorities for up to five years regarding our operations in
Brazil, ten years for Indonesia, and five and six years for Canada, except for Newfoundland which
has no limit.
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Brazilian tax loss carryforwards have no expiration date though offset is restricted to 30% of annual
taxable income.

Effective January 1, 2007, the Company adopted the provisions of FASB Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes”.

The reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows:

As of December 31,

2008 2007
Beginning of the period...........cccoiiimiriiiniire e, 1,046 663
Increase resulting from tax positions taken 103 264
Decrease resulting from tax positions taken (261) (47)
Changes in tax legislation 2 29
Cumulative translation adjustments (233) 137
End of the period..........coooiiiienrir e 657 1,046

Recognized deferred income tax assets and liabilities are composed as follows:

As of December 31,

2008 2007
Current deferred tax assets
Accrued expenses deductible only when disbursed...........ccccccoeiiiein, 583 603
Long-term deferred tax assets and liabilities
Assets
Employee postretirement benefits provision..............cccoceeeeiieieiiccecenn, 171 461
Tax 10SS CarryfOrWardS...........ceeeueiuieie e 119 348
Other temporary differences............cooieiiiiniiiinese e 548 -
Asset retirement obligation.............cocoi i 207 195
1,045 1,004
Liabilities
Fair value of financial inStruments............cc.ccooiiiiiiiiiie e (326) (173)
Unrealized tax indexation effects...........ccccecvviiiiiiiiiice e (108) (138)
Property, plant and equipment...........cocoorreiereieee e (47) (150)
Prepaid retirement benefit............cccooeieieiiiccccc e (199) (203)
Fair value adjustments in business combinations..............cccccecvevrrnirnnns (4,446) (5,770)
Other temporary differences............coovveeirenii i 198 (191)
(4,928) (6,625)
Valuation allowance
Beginning balance...........ccov i (104) (113)
Translation adjustments...........cccuevveiiieiciccce e 18 (20)
Change in alloWaNCE...........c.ccveeuieeiciieeceeee e (36) 29
ENding balance..........coo oo (122) (104)
Net long-term deferred tax liabilities.........c..coorrmrrrrsmrsessersmssesessessessenans (4,005) (5,725)
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As of December 31,

Cash and cash equivalents

2008 2007

L0 - o TSR PT PR 767 424
Short-term investments denominated in Brazilian Reais............c.ccccovecineinnnnnee. 7,548 123
Short-term investments denominated in other currencies, mainly U.S. dollars..... 2,016 499
10,331 1,046

The increase in cash and cash equivalents corresponds mainly to the proceeds received from the
Global equity offering (Note 16).

Accounts receivable
As of December 31,

2008 2007
Customers
Denominated in Brazilian Reais............ccccooo i 461 750
Denominated in other curriencies, mainly
U.S. DOIIAIS....eeiieiiiee ettt 2,828 3,311
3,289 4,061
Allowance for doubtful accounts............ccccooiiiiiiiie, (85) (100)
Allowance for ore weight credits..........cccccvviiiiiee i - (9)
1 ] - | SRR 3,204 3,952

Accounts receivable from customers in the steel industry represent 47% of receivables at
December 31, 2008.

No single customer accounted for more than 10% of total revenues.

Additional allowances for doubtful accounts charged to the statement of income as expenses in
2008 and 2007 totaled US$ 9 and US$ 31, respectively. We wrote-off US$ nil in 2008 and US$ 6 in
2007.

Inventories

As of December 31,

2008 2007
Finished products
Nickel (co-products and by-products).............ccceereinerineneineenesse e 1,514 1,812
Iron ore and PElIELS. ..........ooveviiiiiiieec e 728 588
Manganese and ferroalloys ............cccooiiiiiiiiiinieee e 199 176
150 106
40 42
26 15
43 38
80 36
1,116 1,046
3,896 3,859

At December 31, 2008, we recorded an adjustment of US$ 77, to reduce nickel inventory to its
market value (nil in 2007 and 2006).
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As of December 31,

Recoverable taxes

2008 2007
Income tax 1,646 643
Value-added tax - ICMS 258 294
PIS and COFINS 380 354
Others 103 67
Total 2,387 1,358
Current 1,993 1,159
Non-current 394 199
2,387 1,358

Property, plant and equipment and intangible assets

By type of assets:
As of December 31, 2008 As of December 31, 2007
Accumulated Accumulated

Cost depreciation Net Cost depreciation Net
LaANG. ittt e 182 - 182 110 - 110
Buildings...... 3,742 905 2,837 4,086 842 3,244
Installations.. 9,990 2,748 7,242 10,974 2,889 8,085
Equipment.... . 5,391 1,626 3,765 5,703 1,709 3,994
Railroads.........ccccoceveene . 5,830 1,358 4,472 5,819 1,614 4,205
Mine development costs.. 15,976 2,062 13,914 19,270 1,632 17,638
OtNEIS .ttt nn 4,974 1,639 3,335 7,146 1,813 5,333
46,085 10,338 35,747 53,108 10,499 42,609
Construction in Progress............coccieeviiviniciniesiicc s 13,582 - 13,582 12,016 - 12,016
Total 59,667 10,338 49,329 65,124 10,499 54,625

Losses on disposal of property, plant and equipment totaled US$ 376, US$ 168 and US$ 106 in
2008, 2007 and 2006, respectively. Mainly relate to losses on sales of ships and trucks,
locomotives and other equipment, which were replaced in the normal course of business.

Assets given in guarantee of judicial processes totaled US$ 141.
Hydroelectric assets

We participate in several jointly-owned hydroelectric plants, already in operation or under
construction, in which we record our undivided interest in these assets as Property, plant and
equipment.

At December 31, 2008 the cost of hydroelectric plants in service totals US$ 1,162
(2007 US$ 803) and the related depreciation in the year was US$ 304 (2007 US$ 68). The cost of
hydroelectric plant under construction at December 31, 2008 totals US$ 206 (2007 US$ 735).
Income and operating expenses for such plants are not material

Intangibles

All of the intangible assets recognized in our financial statements were acquired from third
parties, either directly or through a business combination and have definite useful lives from 6 to
30 years.

At December 31, 2008 the intangibles amount to US$ 875 (December 31, 2007 - US$ 1,113), and

are comprised of rights granted by the government — North-South Railroald of US$ 671 and off
take-agreements of US$ 204.
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V VALE

12 Investments in affiliated companies and joint ventures
2008 Investments Equity in earnings of i j Dividends received
Three-month period ended i As of December 31, Three-month period ended i As of D 31,
Net income
Participation in Net (loss) for the D ber 31, D ber 31, D p D b
capital (%) __equity year 2008 2007 2008 30, 2008 2007 2008 2007 2006 31, 2008 30, 2008 31, 2007 2008 2007 2006
Voting Total
Ferrous
Companhia Nipo-Brasileira de Pelotizagao - NIBRASCO (1)........cccocovurvimunicniinisiescicens 51.11 51.00 215 166 110 61 18 36 2 84 12 18 = - - = - 22
Companhia Hispano-Brasileira de Pelotizagdo - HISPANOBRAS (1 51.00 50.89 143 17 73! 43 7 17 3) 59 9 15 - 6 - 6 16 13
Companhia Coreano-Brasileira de Pelotizagéo - KOBRASCO (1).... . 50.00 50.00 109 88 55 45 4 19 4 44 19 17 13 - 21 13 21 21
Companhia italo-Brasileira de Pelotizagao - ITABRASCO (1)......ccurrrermmmrreesmmreresmmmeneesanneees 51.00 50.90 114 66 58 46 14 18 - 34 10 12 = - - = 8 12
Minas da Serra Geral S.A. - MSG. 50.00 50.00 42 3 21 30 ) 1 1 1 3 2 - - - - - 1
SAMARCO Mineragao S.A. - SAMARCO (2). 50.00 50.00 732 629 412 546 37 82 56 315 242 229 50 112 25 300 150 225
Others - - - - 26 30 1 2 3 6 6 19 - - - - - 1
755 801 80 175 63 543 301 312 63 118 46 319 195 295
Logistics
LOG-IN Logistica Intermodal S.A. (3). 31.33 31.33 282 37 94 107 6 3 6 20 8 - - - - 3 - -
MRS Logistica S.A 37.86 41.50 786 273 326 342 87 44 34 113 117 95 - - 24 34 51 41
420 449 93 47 40 133 125 95 - - 24 37 51 4
Holdings
Steel
California Steel Industries Inc. - CSI 50.00 50.00 320 21 160 163 (35) 18 @) 11 (1) 54 13 - - 13 1" 40
THYSSENKRUPP CSA Companhia Siderurgica (Cost $ 431) - available-for-sale . 10.46 10.46 - - 443 388 - - - - - - - - - - - -
:J:‘s\mas Siderurgicas de Minas Gerais S.A. - USIMINAS (cost $ 180) - available-for-sale R ~ R ~ 164 465 _ 8 ~ 18 31 147 ~ 8 ~ 18 31 48
767 1,016 (35) 26 (7 29 30 201 13 8 - 31 42 88
Bauxite
MineragZo Rio do Norte S.A. - MRN 40.00 40.00 347 156 140 184 22 18 21 62 84 64 13 - - 99 64 77
Valesul Aluminio S.A. - VALESUL (5) 100.00  100.00 - - = - = - - = - 12 = - - = - -
140 184 22 18 21 62 84 76 13 - - 99 64 77
Coal
Henan Longyu Resources Co. Ltd 25.00 25.00 703 315 176 115 15 28 12 79 46 31 27 - 42 27 42 15
Shandong Yankuang International Company Ltd 25.00 25.00 44 (66) 11 23 (17) - 2 (17) - (5) = - - = - -
187 138 ) 28 14 62 46 26 27 - 42 27 42 15
Nickel
Heron Resources Inc (cost $ 25) - available-for-sale - - - - 2 34 - - - - - - - - - - - -
Jubilee Mines N.L (cost $5) (4) - available-for-sale - - - - - 126 - - - - - - - - - - - -
Mirabela Nickel Ltd (cost $ 24) - available-for-sale - - - - 8 72 - - - - - - - - - - - -
Hudbay Minerals (cost $31) available for sale. - - - - 9 - - - - - - - - - - - - -
Corea Nickel Corp. - - - - 21 - - - - - - - - - - - - -
Skye Resources (6) - 44 (38) - - (38) - - - - - - - -
Other: - - - - 13 23 4 - 5 4 9 - - - - - - -
53 299 (34) - 5 (34) 9 - - - - B B B
Other affiliates and joint ventures
Other - - - - 86 35 1 @ - () - - - - - - - -
86 35 1 (4) - (1) - - - - - - - -
1,233 1,672 (48) 68 33 118 169 303 53 8 42 157 148 180
Total 2,408 2,922 125 290 136 794 595 710 116 126 112 513 394 516

(1) Although Vale held a majority of the voting interest of investees accounted for under the equity method, existing veto rights held by minority shareholders under shareholder agreements preclude consolidation;
(2) Investment includes goodwill of US$ 46 in 2008 and US$ 61 in 2007;

(3) Consolidation discontinued from June, 2007;

(4) Sold in February, 2008 (Note 5);

(5) Equity in results of affilites refers to dividends received.

(6) Losses considered other than temporary.
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As described on note 3 (g), we test goodwill and long-lived assets for impairment at least
annually, or more frequently when events or changes in circumstances indicate that they
might be impaired. For impairment test purposes goodwill is allocated to reporting units.

Impairment of goodwill

Following the downturn in the economy, which contributed to the decline in the prices of
certain commodities produced by us during the last quarter of 2008, we updated our
impairment test based on forecasted discounted cash flows. As a result, we determined that
the goodwill associated with the acquisition of Vale Inco, included within the reportable
segment “Non-ferrous — nickel” was partially impaired. In the case of Vale Inco, goodwill has
been allocated by us to the finished products and intermediate products reporting units. The
impairment charge recorded in operating results in the fourth quarter of 2008 was US$ 950.

Management determined discounted cash flows based on approved financial budgets. Gross
margin projections were based on past performance and management’s expectations of
market developments. Information about sales prices are consistent with the forecasts
included in industry reports, considering quoted prices when available and when
appropriate. The discount rates used reflect specific risks relating to the relevant assets in
each reporting unit, depending on their composition and location.

Recognition of additional goodwill impairment charges in the future would depend on several
estimates including market conditions, recent actual results and management’s forecasts.
This information shall be obtained at the time when our assessment is to be updated. It is
not possible at this time to determine if any such future impairment charge would result or, if
it does, whether such charge would be material.

Short-term debt

Short-term borrowings outstanding on December 31, 2007, mainly from commercial banks
for export financing denominated in U.S. Dollars, with average annual interest rates of 5.5%.

Long-term debt

Current liabilites  Long-term liabilities

2008 2007 2008 2007
Foreign debt
Loans and financing denominated in the following currencies:
U.S. DOHIEFS....cocuen e ettt st et et et seeseee e s 210 212 5,905 5,927
OthErS.. .o et e ettt et et et saetee s seaeeeas saeteens rnen 23 64 167 214
Fixed Rate Notes - US Dollar denominated...........cccc.veverus cvererces ceerenene. - - 6,510 6,680
Debt securities - export sales (*) - US Dollar denominated................... 55 53 149 205
Perpetual notes - - 83 87
Accrued charges 217 282 - -
505 611 12,814 13,113
Brazilian debt
Brazilian Reais indexed to Long-Tem Interest Rate - TILP/CDI....... 33 586 1,989 1,148
Brazilian Reais indexed to General Price Index-Market (IGPM) ........ - 1 1 1
Basket Of CUMTENCIES.......c.cuvureen e et e e e e s 1 2 4 6
Non-convertible debentures - - 2,562 3,340
U.S. Dollars Denominated ........ - - 165 -
ACCIUEA ChAIGES........ coceieee et et et st s ssasies s e 94 49 - -
128 638 4,721 4,495
TOBL. .. e ettt et e e ettt et eae et et saeeeae on 633 1,249 17,535 17,608

(*) Secured by receivables from future export sales.

20



The long-term portion at December 31, 2008 falls due as follows:

20700ttt ettt ettt eete ettt e eteeteeate et e ateeteeaeeteeaeeateeteeteenreareereans 2,304
20T ettt e e be e —eehe et eae e beeteeateeaeeabe et e eae e beeaeeateeteereereareereans 2,618
20 SRS 1,137
20 1 TSRO 2,556
AN = T oo IR (gL (=T i (] OO 8,628
No due date (Perpetual notes and non-convertible debentures)...........ccccooeveieiiciicisee, 292
17,535
At December 31, 2008 annual interest rates on long-term debt were as follows:
L0 o (o T B TSRS 690
3.1% to 5%............ 5,845
5.1% to 7% (*)....... 5,596
7.1% 0 9% (*)....... 2,136
9.1% to 11%.......... 87
OVer 1% (*) cooee e e 3,729
Variable (Perpetual notes) 85
18,168

(*) Includes non-convertible debentures and other Brazilian Reais-denominated debt that bear interest at CDI
(Brazilian interbank certificate of deposit) and TJLP (Brazilian government long-term interest) rates plus a
spread. For these operations we have entered into derivative transactions to mitigate our exposure on the
floating rate debt denominated in Brazilian Reais, totaling US$ 4,169 wich US$ 3,522 has original interest rate
above 11%. The average cost after taking into account the derivative transactions is 4.9%.

The indexation indices/ rates applied to our debt were as follows (unaudited):

Three-month period ended  Year ended of December, 31
December September December

31,2008 30, 2008 31, 2007 2008 2007
TJLP - Long-Term Interest Rate (effective rate) 1.5 1.5 1.5 6.3 6.4
IGP-M - General Price Index - Market............cccovvvicerienn. 1.2 1.6 3.5 9.8 7.8
Appreciation (Devaluation) of Real against U.S. Dollar......... (18.1) (16.8) 3.8 (24.2) 20.7

In January 2008 we entered into a trade finance agreement with a Brazilian bank in the
amount of US$ 1,100 with final maturity in 2018.

During 2008, we entered into agreements with Banco Nacional de Desenvolvimento
Econdmico e Social - BNDES, (the Brazilian National Development Bank) and with long-term
Japanese financing agencies, Japan Bank for International Cooperation - JBIC and Nippon
Export and Investment Insurance - NEXI related to future lines of credit to finance mining,
logistics and power generation projects as part of our investment program for 2008-2012.

Additionally, we have revolving credit lines available under which amounts can be drawn
down and repaid at the option of the borrower. At December 31, 2008, the total amount
available under revolving credit lines was of US$1,900, of which US$ 1,150 was granted to
Vale International and the balance to Vale Inco. As of December 31, 2008, neither Vale
International nor Vale Inco had drawn any amounts under these facilities.

Vale Inco had drawn down US$ 101 by way of letters of credit.

At December 31, 2008 the US Dollar denominated Fixed Rate Notes of US$ 6,510
(December 31, 2007 - US$ 6,680) and other debt of US$ 11,102
(December 31, 2007 — US$ 11,511) are unsecured. The export securitization of US$ 204
(December 31, 2007 — US$ 258) represents debt securities collateralized by receivables
from future export sales of CVRD Overseas Ltd.. Loans from international lenders of
US$ 57 (December 31, 2007 — US$ 82) are guaranteed by the Brazilian Federal
Government, to which we have provided like counter guarantees. The remaining long-term
debt of US$ 295 (December 31, 2007 — US$ 326) is collateralized mainly by receivables.

Our principal covenants require us to maintain certain ratios, such as debt to EBITDA and
interest coverage. We were in full compliance with our financial covenants as of
December 31, 2008 and 2007.
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Each holder of common and preferred class A stock is entitled to one vote for each share on
all matters brought before stockholders' meetings, except for the election of the Board of
Directors, which is restricted to the holders of common stock. The Brazilian Government
holds twelve preferred special shares which confer permanent veto rights over certain
matters.

Stockholders’ equity

Both common and preferred stockholders are entitled to receive a mandatory minimum
dividend of 25% of annual adjusted net income under Brazilian GAAP, once declared at the
annual stockholders’ meeting. In the case of preferred stockholders, this dividend cannot be
less than 6% of the preferred capital as stated in the statutory accounting records or, if
greater, 3% of the Brazilian GAAP equity value per share. For the year ended
December 31, 2008, this dividends corresponds to US$ 2,068, provided against
stockholders’ equity.

In July 2008, we issued 80,079,223 common ADS, 176,847,543 common shares,
63,506,751 preferred ADS and 100,896,048 preferred shares through a Global equity
offering. Our capital increased by US$ 11,666, upon subscription of preferred stock of US$
4,146 corresponding to 164,402,799 shares and common stock of US$ 7,520 corresponding
to 256,926,766 shares. In August, 2008, we issued an additional 24,660,419 preferred
shares, representing an increase of US$ 628. After the closing of the operation, our capital
stock increased by US$ 12,294 in 2008; the transaction costs of US$ 105 were recorded as
a reduction of the additional paid-in capital account.

In September 2007, a stock split was effected whereby each existing common and preferred
share was split into two shares. After the split our capital comprises 4,919,314,116 shares,
of which 1,919,516,400 are preferred class “A” shares and 2,999,797,716 are common
shares, including twelve special class shares without par value (“Golden Shares”). All
references to numbers of share and per share amounts included herein reflect retroactive
application of the stock split.

In June 2007, we issued US$ 1,880 Mandatorily Convertible Notes due June 15, 2010 for
total proceeds of US$ 1,869, net of commissions. The Notes bear interest at 5.50% per year
payable quarterly and additional interest which will be payable based on the net amount of
cash distribution paid to ADS holders. A tranche of US$ 1,296 Notes are mandatorily
convertible into an aggregate maximum of 56,582,040 common shares and a tranche of
US$ 584 Notes are mandatorily convertible into an aggregate maximum of 30,295,456
preferred class A shares. On the maturity date (whether at stated maturity or upon
acceleration following an event of default), the Series RIO Notes will automatically convert
into ADSs, each ADS representing one common share of Vale, and the Series RIO P Notes
will automatically convert into ADSs, each ADS representing one preferred class A share of
Vale. We currently hold the shares to be issued on conversion in treasury. The Notes are not
repayable in cash. Holders of notes will have no voting rights. We will pay to the holders of
our Series RIO Notes or RIO P Notes additional interest in the event that Vale makes cash
distributions to all holders of RIO ADSs or RIO P ADSs, respectively. We determined, using
a statistical model, that the potential variability in the number of shares to be converted is not
a predominant feature of this hybrid financial instrument and thus classified it as an equity
instrument within stockholders’ equity. Other than during the cash acquisition conversion
period, holders of the notes have the right to convert their notes, in whole or in part, at any
time prior to maturity in the case of the Series RIO Notes, into RIO ADSs at the minimum
conversion rate of 0.8664 RIO ADSs per Series RIO Note, and in the case of Series RIO P
Notes, into RIO P ADSs at the minimum conversion rate of 1.0283 RIO P ADSs per Series
RIO P Note.

In April 2007, at an Extraordinary Shareholders” Meeting, paid-up capital was increased by
US$ 4,187 through transfer of reserves, without issuance of shares, to US$ 12,695.

Brazilian law permits the payment of cash dividends only from retained earnings as stated in
the BR GAAP statutory records and such payments are made in Brazilian Reais. Pursuant to
the Company’s statutory books, undistributed retained earnings at December 31, 2008 total
US$ 16,854, comprising the unrealized income and expansion reserves, which could be
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freely transferred to retained earnings and paid as dividends, if approved by the
stockholders, after deducting of the minimum annual mandatory dividend.

No withholding tax is payable on distribution of profits earned except for distributions in the
form of interest attributed to stockholders’ equity (Note 3 (p)).

Brazilian laws and our By-laws require that certain appropriations be made from retained
earnings to reserve accounts on an annual basis, all determined in accordance with
amounts stated in the statutory accounting records, as detailed below:

Three-month period ended (unaudited) Year ended of December, 31
December  September December 31,

31, 2008 30, 2008 2007 2008 2007 2006
Undistributed retained earnings
Unrealized income reserve
Beginning of the period.............cccoveiiviininne. 67 73 105 73 57 101
Transfer from (to) retained earnings . (22) (6) (32) (28) 16 (44)
End of the period...........ccccvvvveeiicrcrerennnn, 45 67 73 45 73 57
Expansion reserve
Beginning of the period..........cc.cccveuveriininnnn. 12,857 13,881 5,726 13,881 8,485 3,621
Transfer to capital stock...........c.cccoveunnne. - - - - (3,776) -
Transfer from (to) retained earnings......... 3,952 (1,024) 8,155 2,928 9,172 4,864
End of the period...........cccoverrivcnierinnn. 16,809 12,857 13,881 16,809 13,881 8,485
Legal reserve
Beginning of the period............ccccoveiiurinnnee. 1,212 1,310 724 1,310 970 599
Transfer to capital stock...........c.cccovennnne. - - - - (370) -
Transfer from (to) retained earnings......... 236 (98) 586 138 710 371
End of the period...........ccccoervivenieinnn. 1,448 1,212 1,310 1,448 1,310 970
Fiscal incentive investment reserve
Beginning of the period............ccccoveieurininee. 47 53 5 53 43 36
Transfer to capital stock.................. . - - - - (41) -
Transfer from (to) retained earnings......... 9) (6) 48 (15) 51 7
End of the period..........cccoevvvernicceeennn, 38 47 53 38 53 43
Total undistributed retained earnings............... 18,340 14,183 15,317 18,340 15,317 9,555

The purpose and basis of appropriation to such reserves is described below:

Unrealized income reserve - this represents principally our share of the earnings of affiliates
and joint ventures, not yet received in the form of cash dividends.

Expansion reserve - this is a general reserve for expansion of our activities.

Legal reserve - this reserve is a requirement for all Brazilian corporations and represents the
appropriation of 5% of annual net income up to a limit of 20% of capital stock all determined
under Brazilian GAAP.

Fiscal incentive investment reserve - this reserve results from an option to designate a
portion of income tax otherwise payable for investment in government approved projects and
is recorded in the year following that in which the taxable income was earned. As from
2000, this reserve basically contemplates income tax incentives (Note 6).
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Basic and diluted earnings per share

Basic and diluted earnings per share amounts have been calculated as follows:

Three-month period ended (unaudited)

As of December 31,

December September  December
31, 2008 30, 2008 31, 2007 2008 2007 2006
Net income for the period 1,367 4,821 2,573 13,218 11,825 6,528
Interest attributed to preferred convertible notes..... (15) (8) (8) (46) (16)
Interest attributed to common convertible notes (32) (16) (18) (96) (37)
Net income for the period adjusted 1,320 4,797 2,547 13,076 11,772 6,528
Basic and diluted earnings per share
Income available to preferred stockholders. 507 1,850 978 5,027 4,552 2,568
Income available to common stockholders . 791 2,866 1,524 7,823 7,092 3,960
Income available to convertible notes linked to preferred shares...... 8 28 16 78 45 -
Income available to convertible notes linked to common shares....... 14 53 29 148 83 -
Weighted average number of shares outstanding
(thousands of shares) - preferred shares.............c.cocovevreineiniinns 2,042,341 1,976,727 1,889,175 1,946,454 1,889,171 1,908,852
Weighted average number of shares outstanding
(thousands of shares) - common Shares...............ccueuvvvrrrniireeennns 3,185,750 3,063,752 2943216 3,028,817  2,943216 2,943,216
Treasury preferred shares linked to mandatorily convertible notes.... 30,295 30,295 30,295 30,295 18,478 -
Treasury common shares linked to mandatorily convertible notes.... 56,582 56,582 56,582 56,582 34,510 -
Total 5,314,968 5,127,356 4,919,268 5,062,148 4,885375 4,852,068
Earnings per preferred Share............cocvninninnseneneeneesesenes 0.25 0.94 0.52 2.58 241 1.35
Earnings per common share 0.25 0.94 0.52 2.58 241 1.35
Earnings per convertible notes linked to preferred share (*). 0.76 1.19 0.79 4.09 3.30 -
Earnings per convertible notes linked to common share (*) 0.81 1.25 0.85 4.29 3.51 -

(*) Basic earnings per share only, as dilution assumes conversion.

Had the conversion of the convertible notes been included in the calculation of diluted
earnings per share they would have generated the following dilutive effect as shown below:

Three-month period ended (unaudited) As of December 31,
December September  December
31,2008 30, 2008 31,2007 2008 2007 2006
Income available to preferred stockholders...........ccoeviriveinieniinnns 530 1,885 1,002 5,151 4,613 -
Income available to common stockholders..........cccevvveeeeeecrcereennns 837 2,936 1,571 8,067 7,212 -
Weighted average number of shares outstanding
(thousands of shares) - preferred shares............c..ccocennrvinrinenns 2,072,636 2,007,022 1919470 1,976,749 1,907,649 -
Weighted average number of shares outstanding
(thousands of shares) - common shares.... 3,242,332 3,120,334 2,999,798 3,085,399 2,977,726 -
Earnings per preferred share. 0.26 0.94 0.52 2.61 242 -
Earnings per common Share...........ccocuvrecriicsiisssesisesiis 0.26 0.94 0.52 2.61 242 -
Other cumulative comprehensive income (deficit)
Three-month period ended (unaudited) As of December 31,
December  September  December
31, 2008 30, 2008 31, 2007 2008 2007 2006
Comprehensive income (deficit) is comprised as follows:
Net income.... 1,367 4,821 2,573 13218 11,825 6,528
Cumulative translation adjustments.. (7,500) (6,835) 337 (12,833) 2,968 1,228
Unrealized gain (loss) - available-for-sale securities, net of tax 96 (190) (18) (194) (60) 144
Surplus (deficit) accrued pension plan 270 (468) (465) (109) (278) (107)
Cash flow hedge...........curiiiiiseeee e (28) 6 (29) 29 -
Total comprehensive iNCome (defiCit).............vvrerrrirneineinieeires (5,795) (2,652) 2,433 53 14,484 7,793
Tax effect on other comprehensive income allocated to each component
Unrealized gain (loss) - available-for-sale securities, net of tax
Gross balance as of the period end.............cccovninrinnineiineinieinns 42 (105) 271 42 271 395
Tax (expense) benefit (25) (60) (25) (60) (124)
Net balance as of the period en 17 (79) 211 17 211 271
Surplus accrued pension plan
Gross balance as of the period en (63) (415) 134 (63) 134 540
Tax (expense) benefit.... 29 111 (59) 29 (59) (187)
Net balance as of the period en (34) (304) 75 (34) 75 353
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(a)

(b)

v.

Since 1973 we sponsor a supplementary social security plan with characteristics of a
defined benefit plan (the “Old Plan”) covering substantially all Brazilian employees, with
benefits calculated based on years of service, age, contribution salary and supplementary
social security benefits. This plan is administered by Fundacdo Vale do Rio Doce de
Seguridade Social — VALIA and was funded by monthly contributions made by us and our
employees, calculated based on periodic actuarial appraisals.

Pension plans

In May 2000, we implemented a new supplementary social security plan with characteristics
of defined contribution, which complements the earnings of programmed retirements. The
plan offers benefits to cover death, physical invalidity, and sickness, with defined benefit
characteristics. Brazilian employees could opt to migrate to the “New Plan” (a Benefit Mix
Plan — Vale Mais) which was taken up by over 98% of our employees. The Old Plan will
continue in existence, covering almost exclusively retired participants and their beneficiaries.

Additionally we provide supplementary payments to a specific group of former Brazilian
employees, in addition to the regular benefits from Valia. The plan provides represents a
postretirement health care, dental and pharmaceutical benefits.

Upon the acquisition of Inco, we assumed benefits through defined benefit pension plans
that cover essentially all its employees and post retirement benefits other than pensions that
also provide certain health care and life insurance benefits for retired employees.

The following information details the status of the defined benefit elements of all plans in
accordance with SFAS 132 “Employers’ Disclosure about Pensions and Other Post
retirement Benefits” and SFAS 158 “Employers’ Accounting for Defined Benefit Pension and
Other Postretirement Plans”, as amended.

Change in benefit obligation

As of December 31,

2008 2007

Overfunded Underfunded Underfunded Overfunded Underfunded Underfunded

pension pension other pension pension other

plans plans benefits plans plans benefits

Benefit obligation at beginning of year................... 3,178 4,436 1,671 2,531 3,743 1,287
Liability recognized upon consolidation of Inco........ - - - - 100 213
SBIVICE COSE.....oovmrrivririrceiinsieee e 11 60 25 9 61 20
INEEFESE COSE...vvvnvvrrrerrreii et 309 245 85 306 229 78
Plan amendment..........coccvcrrveneeriesnseseesnnnnenes - 16 - - 4 -
Benefits paid...........oooeeeeeemrrrreirinniiieeeeneeeens (283) (291) (70) (301) (279) (63)
Effect of exchange rate changes. (779) (775) (272) 526 607 215
Actuarial loss (gain)................ . (12) (660) (370) 107 (29) (79)
Benefit obligation at end of year...........c..cucuuninnes 2,424 3,031 1,069 3,178 4,436 1,671

We use a measurement date of December 31 for our pension and post retirement benefit
plans.

Change in plan assets

As of December 31,
2008 2007

Overfunded  Underfunded Underfunded Overfunded  Underfunded  Underfunded
pension plans  pension plans  other benefits pension plans pension plans other benefits

Fair value of plan assets at beginning of year.......... 4,187 3,762 10 3,508 3,078 4
Actual return on plan assets...........cocveeeerreerriniineens 57 (603) 1 250 85 1
Employer contributions...... 41 272 70 33 372 67
Benefits paid...........cccuvivneiniinriees (283) (291) (70) (301) (279) (63)
Effect of exchange rate changes............cccccuevveiens (959) (633) (2) 697 506 1
Fair value of plan assets at end of year................ 3,043 2,507 9 4,187 3,762 10
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(c)

(d)

Plan assets at December 31, 2008 include US$ 188 (US$ 693 at December 31, 2007) and
US$ 53 (US$ 73 at December 31, 2007) of portfolio investments in our own shares and
debentures, respectively, and US$ 44 (US$ 48 at December 31, 2007) and US$ nil
(US$ nil at December 31, 2007) of shares of related parties and debentures, as well. They
also include US$ 2,472 of Brazilian Federal Government securities (US$ 1,116 at
December 31, 2007) and US$ 347 of Canada Federal Government securities (US$ 475 at
December 31, 2007).

Funded Status and Financial Position

As of December 31,
2008 2007

Overfunded Underfunded Underfunded Overfunded Underfunded Underfunded
pension plans  pension plans  other benefits  pension plans  pension plans  other benefits

Other assets............. 619 - 3 1,009 - -
Current liabilities....... - 38 64 - 54 77
Long-term liabilities... - 486 999 - 620 1,584
Funded status......... 619 524 1,060 1,009 674 1,661

Assumptions used (nominal terms)

Brazil
2008 2007

Overfunded  Underfunded  Underfunded Overfunded  Underfunded  Underfunded
pension plans pension plans other benefits pension plans pension plans other benefits

DISCOUNE TALE.....cvvvereiceicrcerre e 11.28% p.a. 11.28% p.a. 11.28% p.a. 10.24% p.a. 10.24% p.a. 10.24% p.a.
Expected return on plan assets ... 12.22% p.a. 13.00% p.a. - 12.78% p.a. 11.70% p.a. -
Rate of compensation increase - up to 47 years...... 7.12% p.a. - - 7.12% p.a. - -
Rate of compensation increase - over 47 years....... 4.00% p.a. - - 4.00% p.a. - -
Inflation, 4.00% p.a. 4.00% p.a. 4.00% p.a. 4.00% p.a. 4.00% p.a. 4.00% p.a.
Health care cost trend rate - - 7.12% p.a. - - 7.64% p.a.
Foreign
2008 2007
Overfunded
Overfunded Underfunded  Underfunded pension Underfunded  Underfunded
pension plans  pension plans  other benefits plans pension plans other benefits
Discount rate...........ccoeoieiiriiiiiice - 5.58% p.a. 7.32% p.a. - 5.21% p.a. 5.55% p.a.
Expected return on plan assets .........cccecerrceninene - 6.99% p.a. 7.35% p.a. - 7.18% p.a. 7.50% p.a.
Rate of compensation increase - up to 47 years...... - 4.12% p.a. 3.58% p.a. - 4.01% p.a. 3.58% p.a.
Rate of compensation increase - over 47 years........ - 4.12% p.a. 3.58% p.a. - 4.01% p.a. 3.58% p.a.
Inflation . - 2.00% p.a. 2.00% p.a. - 2.00% p.a. 2.00% p.a.
Health care cost trend rate.... - 6.19% p.a. - - 6.35% p.a.
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Investment targets and composition of plan assets

e Overfunded pension plans

The fair value of the Brazil overfunded pension plan assets is US$ 3,043 and US$ 4,187 at
December 31, 2008 and 2007, respectively. There are no foreign overfunded pension plans
assets at the period end. The asset allocation for these plans at December 31, 2008 and
2007, and the target allocation for 2009, by asset category, follows:

Percentage of plan assets Brazil

Target for 2009 At December 31,

(Unaudited) 2008 2007

Equity securities ..o, 26% 20% 29%
Real estate........ccccvvevviiiiieiecececece e, 6% 4% 4%
LOBNS.....eiiiiiieieetesee e 7% 6% 4%
Fixed INCOME......cccooiiiniiiii 61% 70% 63%
Total.. s 100% 100% 100%

e Underfunded pension plans

The fair value of the underfunded pension plan assets is US$ 146 and US$ 146 at the end of
2008 and 2007, respectively, for Brazilian plans and US$ 2,361 and US$ 3,616 at the end of
2008 and 2007, respectively, for foreign plans. The asset allocation for these plans at the
end of 2008 (Brazil and foreign) and 2007 (Brazil and foreign), and the target allocation for
2009, by asset category, follows:

Percentage of plan assets Brazil

Target for 2009 At December 31,

(Unaudited) 2008 2007

[0 3 13RS 0% 0% 5%
Fixed INCOME......cccovieiieicieceeee e 100% 100% 95%
e 7 | 100% 100% 100%

Percentage of plan assets Foreign

Target for 2009 At December 31,

2008 2007
Equity SECUIIES ....c.ooveeiieciecieeece e 61% 54% 61%
FiXed INCOME......ccooiiirii e 39% 46% 39%
Total....co e ———————— 100% 100% 100%

The asset allocation policy follows the asset class targets determined by our ALM — Asset
Allocation Modelling. The fixed income asset allocation target for the Brazilian plans was
established in order to surpass the benefit obligation and to be used for the payment of
short-term plans. The proposal for 2009 is to increase the investments in inflation-indexed

bonds.

The target for equity securities of these plans reflects the expected appreciation of the
Brazilian stock markets and its expected long term return.

The asset allocation policy for the foreign plans of 39% fixed income and 61% equity
securities, approximates the policy mix through a rebalancing policy.
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e Underfunded other benefits

The fair value of the foreign underfunded other benefit assets is US$ 9 and US$ 10 at the
end of 2008 and 2007, respectively. There are no Brazilian underfunded other benefit assets
in our postretirement benefit other than pensions at the period end.

The asset allocation for these benefits at the end of 2008 and target allocation for 2009, by
asset category, follows:

Percentage of plan assets Foreign

Target for
2009 At December 31,
(Unaudited) 2008 2007
Equity securities .........ccccceeiiiiiiie e
Fixed INCOME........ceiviiiicciec e 61% 61% 61%
L ] | P 39% 39% 39%
100% 100% 100%

The asset allocation policy is the same for the foreign underfunded pension plan.

Pension costs

Three-month period ended (unaudited)
December 31, 2008

Overfunded Underfunded Underfunded other
pension plans pension plans benefits
Service cost - benefits earned during the period....... 3 13 5
Interest cost on projected benefit obligation.............. 86 53 21
Expected return on assets.........ccccoevveveneniiieniennans (143) (57) (5)
Amortization of initial transition obligation.. 4 (2) 6
Net deferral.........coooiiiiiiniiice (1) 11 2)
Net periodic pension Cost..........c.ccerreerrenensserennens - (51) 18 25

Three-month period ended (unaudited)
September 30, 2008

Overfunded Underfunded Underfunded other

pension plans pension plans benefits
Service cost - benefits earned during the period.............. 3 15 6
Interest cost on projected benefit obligation 87 66 21
Expected return on assets..........ccoccoveeiiniincincinens (145) (63) -
Amortization of initial transition obligation........................ 4 2 (2)
Net deferral........cooeiiriiiiccc e (2) - -
Net periodic pension Cost.........cccvrnmnnnnsnsnsnssnsnnnn (53) 20 25

Three-month period ended (unaudited)
December 31, 2007

Overfunded Underfunded Underfunded other

pension plans pension plans benefits
Service cost - benefits earned during the period.............. 3 18 6
Interest cost on projected benefit obligation.................... 110 76 26
Expected return on assets.............ccccoovviiiiiiiccnn (205) (73) (4)
Amortization of initial transition obligation........................ 5 - -
Net deferral . (6) - -
Net periodic pension Cost.........ccceinrnnnsnnnsnsnssnsnnnn (93) 21 28
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As of December 31,
2008 2007
Overfunded  Underfunded  Underfunded Overfunded  Underfunded  Underfunded
pension plans pension plans other benefits pension plans pension plans  other benefits
Service cost - benefits earned during the period........ 11 60 25 9 61 20
Interest cost on projected benefit obligation.............. 309 245 85 306 229 78
Expected return on assets (515) (253) (5) (570) (247) 4)
Amortization of initial transition obligation. 15 - - 14
Net deferral ) 11 @) ) - -
Net periodic Pension COSt............coeurneeeenerssernenns (185) 63 103 (258) 43 94
Expected contributions and benefits
Employer contributions expected for 2009 are US$ 338.
The benefit payments, which reflect future service, are expected to be made as follows:
Overfunded Underfunded
) :nsion :nsion Underfunded
P P other benefits
plans plans Total
195 262 68 525
197 263 72 532
199 261 76 536
2012 oo, 200 260 79 539
2013 oo, 201 256 82 539
2014 and thereafter..........coccccvvvveveeineens 1,011 1,265 412 2,688
Accumulated benefit obligation
2008 2007
Overfunded Underfunded  Underfunded Overfunded  Underfunded  Underfunded

pension plans  pension plans other benefits pension plans pension plans

other benefits

Accumulated benefit obligation...... 2,415 2,955 1,069 3,166 4,293 1,671
Projected benefit obligation............ 2,424 3,031 1,069 3,178 4,436 1,671
Fair value of plan assets................ (3,043) (2,507) 9) (4,187) (3,762) (10)
Impact of 1% variation in assumed health care cost trend rate
1% increase 1% decrease
2008 2007 2008 2007
Accumulated postretirement benefit obligation (APBO).................c...... 134 261 (110) (201)
Interest and Service COStS...........ceeeeeieiiiii 18 15 (14) 12)
Other Cumulative Comprehensive Income (Deficit)
As of December 31,
2008 2007
Overfunded  Underfunded  Underfunded Overfunded  Underfunded  Underfunded

pension plans pension plans other benefits pension plans pension plans other benefits

Net transition assets (16) - - (24) - -
Net actuarial loss / (gain). (240) (206) 282 (6) (34) 97
Effect of exchange rate changes (18) 10 3 94 (7) (2)
Deferred income tax 94 83 (106) (22) 14 (35)
Amounts recognized in other cumulative (180) (13) 179 2 @ 60

comprehensive income (deficit)............oeruneun
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As of December 31,
2008 2007

Change in Other Cumulative Comprehensive Income (Deficit)

Overfunded  Underfunded  Underfunded Overfunded ~ Underfunded  Underfunded
pension plans pension plans  other benefits pension plans pension plans  other benefits

Net transition obligation / (asset) not yet recognized in NPPC at beginning of period......... (31) - (38) - -
Net actuarial loss / (gain) not yet recognized in NPPC at beginning of period.................... 94 (41) (14) 491 (33) (11)
Deferred income tax at beginning of period (21) 14 5 (154) 11 4
Effect of initial recognition of cumulative comprehensive Income (deficit)...............c.......... 42 (27) 9) 299 (22) (7)
Change in the period

Amortization of net transition obligation / (asset) 15 - - 14

Amortization of net actuarial loss / (gain) 6) - - (17) - -
Total net actuarial loss / (gain) arising during period (328) (165) 296 (480) (1) 108
Effect of exchange rate change: (18) 10 3 94 (7) (2)
Deferred income ta 115 69 (111) 132 3 (39)
Total r ized in other i p ive income (deficit). (180) (113) 179 42 (27) 60

Net periodic pension cost for 2009

As of December 31,
2009

Overfunded Underfunded Underfunded
pension plans pension plans other benefits

ServiCe COSt. ... 9 41 17
Interest cost...............oo . 263 240 85
Expected return on plan assets..................... (362) (195) (1)
Net transition obligation / (asset) amortization. 12 - -
Net prior service cost / (credit) amortization..... - 3 -
Net actuarial loss / (gain) amortization..................oo - 1 (23)

(78) 90 78

Long-term incentive compensation plan

In 2008, the Board of Directors approved a long-term incentive compensation plan, which
was implemented in April 2008, over a three-year cycle (2008 to 2010).

Under the terms of the plan, the participants, restricted to certain executives, may elect to
allocate part of their annual bonus to the plan. The allocation is applied to purchase
preferred shares of Vale, through a predefined financial institution, at market conditions and
with no benefit provided by Vale.

The shares purchased by each executive are unrestricted and may, at the participant’s
discretion, be sold at any time. However, the shares must be held for a three-year period
and the executive must be continually employed by Vale during that period. The participant
then becomes entitled to receive from Vale, a cash payment equivalent to the total amount
of shares held, based on market rates.

We account for the compensation cost provided to our executives under this long-term
incentive compensation plan, following the requirements of FAS 123(R) “Accounting for
Stock-Based Compensation”. Liabilities are measured at each reporting date at fair value,
based on market rates. Compensation costs incurred are recognized, over the defined three-
year vesting period. At December, 2008, we recognized a long-term liability of US$ 7,
relating to 711,005 shares, through the Statements of Income.

Commitments and contingencies

We provided certain guarantees on behalf of the Goro Project pursuant to which we
guaranteed payments due from Goro of up to a maximum amount of US$ 100 (“Maximum
Amount”) in connection with an indemnity. We also provided additional guarantees covering
the amounts payable by Goro regarding (a) amounts exceeding the Maximum Amount in
connection with the indemnity and (b) certain other amounts under lease agreements.
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Sumic Nickel Netherlands B.V. - Sumic, a 21% shareholder of Goro, has a put option to sell
to Vale Inco 25%, 50%, or 100% of its share in Goro. The put option can be exercised if the
defined cost of the initial Goro project exceeds US$ 4,200 at project rates and an agreement
cannot be reached on how to proceed with the project.

We provided guarantees covering certain termination payments by Goro to a supplier under
an electricity supply agreement (“ESA”) entered into in October 2004 for the Goro nickel-
cobalt project. The amount of the termination payments guaranteed depends upon a
number of factors, including whether any termination of the ESA occurs as a result of a
default by Goro and the date of such early termination. If Goro defaults under the ESA prior
to the anticipated start date for electricity supply, the termination payment, which currently is
at its maximum amount, would be €3$ 145 million. Once the supply of electricity under the
ESA to the project begins, the guaranteed amounts will decrease over the life of the ESA.

We and our subsidiaries are defendants in numerous legal actions in the normal course of
business. Based on the advice of our legal counsel, management believes that the amounts
recognized are sufficient to cover probable losses in connection with such actions.

The provision for contingencies and the related judicial deposits are composed as follows:
December 31, 2008 December 31, 2007

Provision for - . Provision for
. . Judicial deposits . .
contingencies contingencies

Judicial deposits

Labor and social security claims........ 458 378 519 372
Civil ClaimS.....c.covverererrreeseeeieines 386 242 311 135
Tax - related actions ...........ccccevrenne 828 518 1,605 613
Others.....cueuiererecieierrecee s 13 3 18 4

1,685 1,141 2,453 1,124

Labor and social security - related actions principally comprise claims by Brazilian
employees and former employees for (i) payment of time spent traveling from their
residences to the work-place, (ii) additional health and safety related payments and (iii)
various other matters, often in connection with disputes about the amount of indemnities
paid upon dismissal and the one-third extra holiday pay.

Civil - actions principally related to claims made against us by contractors in Brazil in
connection with losses alleged to have been incurred by them as a result of various past
Government economic plans during which full inflation indexation of contracts was not
permitted, as well, as for accidents and land appropriations disputes.

Tax — tax-related actions principally comprise challenges initiated by us, on certain taxes on
revenues and value added taxes and uncertain tax positions. We continue to vigorously
pursue our interests in all the above actions but recognize that we probably will incur some
losses in the final instance, for which we have made provisions.

Judicial deposits are made by us following the court requirements, in order to be entitled to
either initiate or continue a legal action. These amounts are released to us, upon receipt of a
final favorable outcome from the legal action; in the case of an unfavorable outcome, the
deposits are transferred to the prevailing party.

Contingencies settled in 2008, 2007 and 2006 totaled US$148, US$331, US$424,
respectively. Provisions recognized in the years ended December 31, 2008, 2007 and 2006,
totaled US$213, US$364, US$439, respectively, classified as other operating expenses.
During 2008, we reversed a provision of US$ 300 previously recognized, in connection with
a favorable decision obtained for a process regarding income tax.

In addition to the contingencies for which we have made provisions we are defendants in
claims where in our opinion, and based on the advice of our legal counsel, the likelihood of
loss is possible but not probable, in the total amount of US$ 2,476 at December 31, 2008,
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and for which no provision has been made (2007 — US$2,381).

At the time of our privatization in 1997, we issued shareholder revenue interest instruments
known in Brazil as "debentures participativas” (debentures) to our then-existing
shareholders, including the Brazilian Government. The terms of the debentures, were set to
ensure that our pre-privatization shareholders, including the Brazilian Government, would
participate alongside us in potential future financial benefits that we could be able to derive
from exploiting our mineral resources.

In preparation for the issuance of the debentures, we issued series B preferred shares on a
one-for-one basis to all holders of our common shares and series A preferred shares. We
then exchanged all of the series B shares for the debentures at par value. The debentures
are not redeemable or convertible, and do not trade on a stapled basis or otherwise with our
common or preferred shares. During 2002 we registered the debentures with the Brazilian
Securities Commissions (CVM) in order to permit trading.

Under the terms of the debentures, holders will have the right to receive semi-annual
payments equal to an agreed percentage of our net revenues (revenues less value added
tax) from certain identified mineral resources that we owned as of May 1997, to the extent
that we exceed defined threshold production volumes of these resources, and from the sale
of mineral rights that we owned as of May 1997. Our obligation to make payments to the
holders will cease when the relevant mineral resources are exhausted at which time we are
required to repay the original par value plus accrued interest. Based on current production
levels, and estimates for new projects, we began payments relating to copper resources in
2004 and expect to start payments relating to iron ore resources from approximately 2013
for our Northern System and 2018 for our South steam System in Brazil, and payments
related to other mineral resources at the end of the current decade.

The table below summarizes the amounts we will be required to pay under the debentures
based on the net revenues we earn from the identified mineral resources and the sale of
mineral rights.

Area Mineral Required Payments by CVRD
South steam System Iron ore 1.8% of net revenue, after total sales from May
y 1997 exceeds 1.7 billion tons.
0,
Northern System Iron ore 1.8% of net revenue, after total sales from May

1997 exceeds 1.2 billion tons.

2.5% of net revenue from the beginning of
commercialization.

2.5% of net revenue, after total sales from May
1997 exceeds 70 tons of gold.

Pojuca, Andorinhas, Liberdade and

Sossego Gold and copper

Igarapé Bahia and Aleméao Gold and copper

Other areas, excluding Carajas / Gold 2.5% of net revenue.
Serra Leste

o _—

Other areas owned as of May 1997  Other minerals 1% of net revenue, 4 years after the beginning

of the commercialization.

Sale of mineral rights owned

All areas as of May 1997

1% of the sales price.

In September 2008 and April 2008 we paid remuneration on these debentures of US$ 6 and
US$ 5, respectively. During 2007 we paid a total of US$11.
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We are committed under a take-or-pay agreement to purchase approximately 32,300
thousand metric tons of bauxite from Mineragcdo Rio do Norte S.A. - MRN at a formula driven
price, calculated based on the current London Metal Exchange - LME quotation for
aluminum. Based on a market price of US$ 32,26 per metric ton as of December 31, 2008,
this arrangement represents the following total commitment per metric ton as of December
31, 2008:

2009..... e et 281
191
187
190
192

1,041

Description of Leasing Arrangements

Part of our railroad operations include leased facilities. The 30-year lease, renewable for a
further 30 years, expires in August, 2026 and is classified as an operating lease. At the end
of the lease term, we are required to return the concession and the lease assets. In most
cases, management expects that in the normal course of business, leases will be renewed.

The following is a schedule by year of future minimum rental payments required under the
railroad operating leases that have initial or remaining non-cancelable lease terms in excess
of one year as of December 31, 2008:

Year ending December 31:

2009 53
2010 53
2011 53
2012 54
2013 thereafter 714
Total minimum payments required 927

The total expenses of operating leases for the years ended December 31, 2008, 2007 and
2006 was US$ 53, US$ 62 and US$ 48, respectively.

During 2008, we entered into operating lease agreements with our joint ventures Nibrasco,
Itabrasco and Kobrasco, under wich we leased four pellet plants. The lease terms are from
5 to 30 years.

The following is a schedule by year of future minimum rental payments required under the
pellet plants operating leases that have initial or remaining non-cancelable lease terms in
excess of one year as of December 31, 2008:

Year ending December 31:

2009 81
2010 81
2011 81
2012 81
2013 thereafter 987
Total 1,311
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We use various judgments and assumptions when measuring our asset retirement
obligations.

Asset retirement obligations:

Changes in circumstances, law or technology may affect our estimates and we periodically
review the amounts accrued and adjust them as necessary. Our accruals do not reflect
unasserted claims because we are currently not aware of any such issues. Also the amounts
provided are not reduced by any potential recoveries under cost sharing, insurance or
indemnification arrangements because such recoveries are considered uncertain.

The changes in the provisions for asset retirement obligations are as follows:

Three-month period ended (unaudited) As of December 31,
December 31, September December

2008 30, 2008 31, 2007 2008 2007

Beginning of period 1,000 1,101 859 975 676
ACCTEtION EXPENSE......eeviieiiierieiereeieie et 50 45 23 164 84
Liabilities settled in the current period............ccccoevuuee. (2) (1) 8) (7) (15)
Revisions in estimated cash flows...........c.cccccoceeviine (45) - 83 (47) 83
Cumulative translation adjustment..............c.ccovnnnenee (116) (145) 18 (198) 147
887 1,000 975 887 975

End of period..........

Other expenses

The line item “Other operating expenses” totaled US$ 1,254 in 2008 (US$ 607 in 2007).
During the last quarter of 2008 we recognized certain expenses considered to be one off
events which substantially caused the increase in 2008 as compared to 2007. The most
significant items recognized during the last quarter of 2008 in this respect were: (i) a US$
204 expense relating to additional payment relating to tax assessments on transportation
services, (ii) inventory market value write-down of US$ 77, and (iii) write-off of intangible
asset (patent right) in the amount of US$ 65.

Fair Value disclosure of Financial Assets and Liabilities

In September 2006, the FASB issued SFAS N. 157, “Fair Value Measurements”, which
defines fair value, establishes a framework for measuring fair value and expands disclosures
about fair value measurements. SFAS 157 does not require any new fair value
measurements, but provides guidance on how to measure fair value by providing a fair value
hierarchy used to classify the source of the information.

In February 2007, the FASB issued SFAS N. 159, “The Fair Value Option for Financial
Assets and Financial Liabilities—Including an amendment of FASB Statement N. 115",
SFAS N. 159 permits the choice of measuring financial instruments and certain other items
at fair value. SFAS N. 159 is effective for financial statements issued for fiscal years
beginning after November 15, 2007.

On January 1, 2008, the Company adopted SFAS N. 159 and elected not to apply the
provisions of SFAS No. 159 to its eligible financial assets and financial liabilities on the date
of adoption. Accordingly, the initial application of both SFAS N. 157 and SFAS N. 159 had
no effect on the Company.

Under SFAS N. 157, the inputs used to measure fair value must be classified into one of
three level as follows:

Level 1 - Quoted prices in an active market for identical assets or liabilities;
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Level 2 - Observable inputs other than Level 1, quoted prices for similar assets or liabilities
in active markets, quoted prices for identical or similar assets and liabilities in markets that
are not active, and model-derived prices whose inputs are observable or whose significant
value drivers are observable; and

Level 3 - Assets and liabilities whose significant value drivers are unobservable.

The valuation of assets measured at fair value in the Company’s Consolidated Balance
Sheet at December 31, 2008 is summarized below:

Fair Value Measurements

Quoted prices in active

Fair value December markets for identical Significant Other Slgnmcarlﬁ
I Observable Inputs unobservable inputs
31, 2008 assets or liabilities,
(Level 2) (Level 3)
(Level 1)
Available-for-sale securities 2,408 2,408
Unrealized losses on derivatives (539) - (539)
Other financial liabilities (380) - (380)

Our long-term debt is reported at amortized costs, however its fair value measurements at
December 31, 2008 are as follows:

Carrying amount Fair Value Level 1 Level 2 Level 3

Long-term debt (less interests) 17,857 16,635 7,833 8,802 -

The carrying amount of our current financial instruments generally approximates fair market
value because of the short-term maturity or frequent repricing of these instruments.

The market value of our listed long-term investments, where available, is disclosed in Note
12.

Segment and geographical information

We adopt SFAS 131 “Disclosures about Segments of an Enterprise and Related
Information” with respect to the information we present about our operating segments. SFAS
131 introduced a “management approach” concept for reporting segment information,
whereby such information is required to be reported on the basis that the chief decision-
maker uses internally for evaluating segment performance and deciding how to allocate
resources to segments. We analyze our segment information on aggregated and
disaggregated basis as follows:

Ferrous products - comprises iron ore mining and pellet production, as well as our Brazilian
Northern and Southern transportation systems, including railroads, ports and terminals, as
they pertain to mining operations. Manganese mining and ferroalloys are also included in
this segment.

Non-ferrous — comprises the production of non-ferrous minerals, including nickel (co-
products and by-products), potash, kaolin, copper and aluminum - comprises aluminum
trading activities, alumina refining and aluminum metal smelting and investments in joint
ventures and affiliates engaged in bauxite mining.

Logistics — comprises our transportation systems as they pertain to the operation of our
ships, ports and railroads for third-party cargos.
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Others - comprises our investments in joint ventures and affiliates engaged in other businesses.

Information presented to senior management with respect to the performance of each segment is generally derived directly from the accounting records
maintained in accordance with accounting practices adopted in Brazil together with certain minor inter-segment allocations.

Consolidated net income and principal assets are reconciled as follows:

Results by segment - before eliminations (Aggregated)

Three-month period ended (

December 31, 2008 September 30, 2008 D ber 31, 2007
(*) Non (*) Non (*) Non
Ferrous  ferrous i Logistics  Others  Eliminati Consolidated  Ferrous  ferrous i Logistics  Others  Eliminations C lid Ferrous  ferrous i Logistics Others  Eliminations  Consolidated
RESULTS
Gross revenues - Foreign 7,540 1416 1,001 6 212 (3,848) 6327 11,577 2,536 1,122 14 203 (5,615) 9,837 5,904 2,978 841 22 87 (2,863) 6,969
Gross revenues - Domestic 685 Il 179 303 53 (176) 1,115 1,601 133 261 491 66 (267) 2,285 1,116 113 217 388 1 (392) 1,443
Cost and expense (5764)  (1,515) (929) @17)  (165) 4024 (4566)  (8.202)  (1,567) (1,143) (328)  (185) 5,882 (5543)  (4,895)  (1,795) (907) (275)  (113) 3,255 (4,730)
Research and development.... (107) (112) - (17) (59) - (295) (92) (122) - (31) (86) - (331) (84) (92) - (26) (60) - (262)
Depreciation, depletion and amortizatiol (171) (318) (38) (26) (15) - (568) (270) (353) (47) (34) 9) - (713) (262) (404) (36) (29) (6) - (737)
Impairment. - (950) - - - (950) - - - - - - - - - - - - - -
Operating income 2,183 (1,408) 213 49 26 - 1,063 4,614 627 193 12 (11) - 5,535 1,779 800 115 80 (91) - 2,683
Financial income. 883 154 10 3 1 (804) 247 923 201 12 3 - (862) 217 653 227 5 1 1 (829) 58
Financial expense (825) (309) (18) (10) (41) 804 (399) (954) (360) (11) (1) 7 862 (457) (906) (462) (37) (10) 33 829 (553)
Gains (losses) on derivatives, net..............cco..cnes (635) (15) 64 - - - (586) (639) 16 36 - - - (587) 149 110 67 - - - 326
Foreign exchange and monetary gains (losses), net. 35 25 (2086) 12 (107) - (241) (102) 4 (185) (41) 3 - (321) 246 70 38 (5) (45) - 304
Gain on sale of ir - - - - - - - - - - - - - - - - - - - - -
Equity in results of affiliates and joint ventures and
change in provision for losses on equity investments............ 80 (38) 22 93 (32) - 125 175 - 18 47 50 - 290 63 5 21 40 7 - 136
Income taxe: 968 203 12 4 (2) - 1,185 190 (74) 9 19 - - 144 (298) 104 (30) 2) 10 - (216)
Minority interests (6) (6) (20) - 5 - (27) (14) (38) (20) - 12 - (60) 4 (86) (72) - (1) - (165)
Net income 2683 (1,394) ud 151 (150) . 1367 4,193 376 52 139 61 . 4,821 1,690 768 107 104 (96) . 2,573
Sales classified by geographic destination:
Foreign market
America, except United States 335 116 348 - - (271) 528 601 216 322 - - (432) 707 417 468 139 - - (240) 784
United States 44 259 108 - 9 (70) 350 313 406 93 - - (155) 657 102 517 145 - 24 (116) 672
Europe 2,715 464 353 (2) - (1,639) 1,891 3,714 735 478 12 8 (1,933) 3,014 1,949 636 378 22 - (1,044) 1,941
Middle East/Africa/Oceania.................ccoocoveeveveereerececncineneeeees 543 15 50 - 54 (304) 358 605 56 58 - 61 (303) 477 204 134 45 - 63 (138) 308
Japan 1,609 230 142 - 74 (703) 1,352 1,304 323 158 - 98 (573) 1,310 551 392 134 - - (226) 851
China 1,240 127 - 8 - (420) 955 3,926 223 13 2 4 (1,686) 2,482 1,958 400 - - - (817) 1,541
Asia, other than Japan and China.............ccccoccoovvviiinrriines 1,054 205 - - 75 (441) 893 1,114 577 - - 32 (533) 1,190 723 431 - - - (282) 872
7,540 1,416 1,001 6 212 (3,848) 6,327 11,577 2,536 1,122 14 203 (5,615) 9,837 5,904 2,978 841 22 87 (2,863) 6,969
Domestic market. 685 71 179 303 53 (176) 1,115 1,601 133 261 491 66 (267) 2,285 1,116 113 217 388 1 (392) 1,443
8,225 1,487 1,180 309 265 (4,024) 7442 13178 2,669 1,383 505 269 (5,882) 12,122 7,020 3,091 1,058 410 88 (3,255) 8,412

(*) Other than Aluminum.
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Operating segment — after eliminations (Disaggregated)

As of and for the three-month period ended (unaudited)

December 31, 2008

Revenues Property,  Addition to
Plant and Property,
Equipment, Plant and
Depreciation, Net and Equipment
Value Net Cost and depletion and Operating Intangible and
Foreign = Domestic Total added tax revenues  expenses Net amortization Impairment income Assets Intangible Investments
Ferrous
IFON OF€..ece et 3,105 431 3,536 (64) 3472 (1,497) 1975 (147) - 1,828 14,595 1,360 47
Pellets...... 914 114 1,028 (25) 1,003 (522) 481 (19) - 462 645 76 708
Manganese.........coe v v iivienenn 19 5 24 (4) 20 (17) 3 - - 3 18 1 -
Ferroalloys.........ccccuviniiviins 92 83 175 (21) 154 (69 85 (3) - 82 166 18 -
Pigiron. ......ueevves oo - - - - - - - - - - 144 116 -
4,130 633 4,763 (114) 4,649 (2,105) 2544 (169) - 2,375 15,568 1,571 755
Non ferrous
Nickel and other products (*). 1,111 7 1,118 - 1,118 (1,298) (180) (295) (950) (1,425) 21,729 1,233 53
Potash......ccc.ue v - 23 23 ) 21 (15) 6 1 - 5 159 35 -
K@O0lIN.. ..ot 35 10 45 2 43 (40) 3 (5) - (2) 199 2 -
Copper concentrate. ..........ocoouewe.. 73 30 103 (6) 97 (285) (188) (17) - (205) 3,543 89 -
Aluminum produdts............cceeuee 713 66 779 (3) 776 (543) 233 (38) - 195 3,831 115 140
1,932 136 2,068 (13) 2,055 (2,181) (126) (356) (950) (1,432) 29,461 1,474 193
Logistics
Railroads........c.coooiiiiniiiices - 240 240 (40) 200 (152) 48 (22) - 26 1,431 10 326
POMS ..ot - 70 70 (10) 60 41) 19 (4) - 15 1,441 113 -
ShiPS. oot - - - - - - - - - - 374 342 94
- 310 310 (50) 260 (193) 67 (26) - 41 3,246 465 420
Others......eve o 265 36 301 (10) 291 (195) 96 (17) - 79 1,054 179 1,040
6,327 1,115 7442 (187) 7,255 (4,674) 2,581 (568) (950) 1,063 49,329 3,689 2,408

(*) Includes nickel co-products and by-products (copper, precious metals, cobalt and others).
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Operating segment — after eliminations (Disaggregated)

As of and for the three-month period ended (unaudited)

September 30, 2008
Revenues Property, Addition to
Plant and Property,
Equipment, Plant and
Depreciation, Net and Equipment
Value Net Cost and depletion and Operating Intangible and
Foreign  Domestic Total added tax revenues  expenses Net amortization income Assets Intangible Investments
Ferrous
1oT o (TS 5,149 1,026 6,175 (142) 6,033 (2,075) 3,958 (239) 3,719 16,139 708 56
Pellets.....coooeeeieeeieeieiieeieeee 1,095 317 1412 (75) 1,337 (746) 591 (25) 566 1,273 (2) 848
Manganese.........uouuveremeemnennens 101 18 119 (6) 113 (20) 93 1) 92 79 1 -
Ferroalloys..... 212 152 364 (39) 325 (141) 184 4) 180 137 11 -
Pigiron. ..o oo 60 - 60 - 60 (21) 39 - 39 176 5 -
6,617 1,513 8,130 (262) 7,868 (3,003) 4,865 (269) 4,596 17,804 723 904
Non ferrous
Nickel and other products (*)......... 1,933 12 1,945 - 1,945 (1,107) 838 (314) 524 23,355 555 93
Potash.....cooiiiiies - 103 103 (5) 98 (36) 62 (5) 57 130 2 -
Kaolin.. ..o 46 11 57 (2) 55 (56) (1) (11) (12) 232 (5) -
Copper concentrate..... 244 6 250 (1) 249 (153) 96 (22) 74 1,838 73 -
Aluminum products...... 767 122 889 (25) 864 (675) 189 (49) 140 4,391 24 126
2,990 254 3,244 (33) 3,211 (2,027) 1,184 (401) 783 29,946 649 219
Logistics
Railroads.... - - 386 386 (64) 322 (207) 115 (26) 89 1,696 75 289
Ports.......... - 87 87 (14) 73 (65) 8 9) (1) 1,637 44 -
ShIPS. cocieieieeeeee e - - - - - - - - - 33 1 109
- 473 473 (78) 395 (272) 123 (35) 88 3,366 120 398
Others.....cooveeveeeieeieeev e 230 45 275 (10) 265 (189) 76 (8) 68 3,346 61 1,152
9,837 2,285 12,122 (383) 11,739 (5,491) 6,248 (713) 5,535 54,462 1,553 2,673

(*) Includes nickel co-products and by-products (copper, precious metals, cobalt and others).
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Operating segment — after eliminations (Disaggregated)

Ferrous

IFON Or€...cecee e
PelletS....ooniieceei e
Manganese........c.cccovviviincnine

Ferroalloys.....

Pigiron. ...

Non ferrous

Nickel and other products (*)......
Potash......cccoiimiiiii,

Kaolin......ccouveicnenen
Copper concentrate.....
Aluminum products......

Logistics

Railroads........ccccccoveveiieeiein
PortS.....oeeeeeeee e

Others.....ooeeeieee e

’ VVAILE
L A ' —_ -

As of and for the three-month period ended (unaudited)

December 31, 2007

Revenues Property, Addition to

Plant and Property,

Equipment, Plant and

Depreciation, Net and Equipment

Value Net Costand depletion and Operating Intangible and
Foreign ~ Domestic Total added tax revenues  expenses Net amortization income Assets Intangible Investments
2,818 531 3,349 (74) 3,275 (1522) 1,753 (222) 1,531 17,031 958 60
524 202 726 (46) 680 490) 190 (26) 164 754 31 741
21 8 29 ™) 28 1) 7 @) 5 79 1 -
181 102 283 (26) 257 (137) 120 8 112 168 12 -
24 - 24 - 24 (22) 2 - 2 198 6 -
3,568 843 4,411 (147) 4,264 (2,192) 2,072 (258) 1,814 18,230 1,008 801
2,480 1" 2,491 - 2,491 (1,398) 1,093 (370) 723 23,668 705 299
- 58 58 3) 55 (35) 20 @) 13 218 6 -
62 12 74 @) 72 (40) 32 (10) 22 295 2 -
175 28 203 (6) 197 (146) 51 (21) 30 1,841 86 -
586 86 672 (24) 648 492) 156 (37) 119 4,448 281 184
3,303 195 3,498 (35) 3,463 (2,111) 1,352 (445) 907 30,470 1,080 483
- 322 322 (52) 270 (194) 76 (23) 53 1,735 462 342
11 56 67 9) 58 (52) 6 (6) - 1,371 58 -
- - - - - - - - - 36 - 107
1 378 389 (61) 328 (246) 82 (29) 53 3,142 520 449
87 27 114 6) 108 (194) (86) (5) (91) 2,783 139 1,189
6,969 1,443 8,412 (249) 8,163 (4743) 3,420 (737) 2,683 54,625 2,747 2,922

(*) Includes nickel co-products and by-products (copper, precious metals, cobalt and others).
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V VALE

Operating segment — after eliminations (Disaggregated)

As of and for the year ended December 31,

2008 2007 2006
(*) Non Eliminatio Consolidat (*) Non (*) Non
Ferrous ferrous A Logistics Others ns ed Ferrous ferrous A Logistics Others  Eliminations  Consolidated  Ferrous ferrous  Alumi Logistics Others  Eliminations  Consolidated
RESULTS
GrOSS reVENUES = FOTEIGN. .........cvvrcrvecererirrieeereeeieeens 33,369 9,752 3,916 51 588 (15,842) 31,834 21,126 13,338 3,506 61 242 (10,437) 27,836 15,729 4,199 3,125 67 54 (7,029) 16,145
Gross revenues - Domestic. 4,342 491 850 1,640 234 (882) 6,675 3,865 487 751 1,519 1 (1,344) 5,279 2,738 217 474 1,373 7 (651) 4218
Cost and expense (24,143) (5,838) (3,948) (1,097) 617) 16,724 (18919)  (16,882) (7,301) (3,307) (983)  (310) 11,781 (17,002)  (12,004) (3,301) (2,597) (970) (56) 7,680 (11,248)
Research and development (338) (380) - (101) (266) - (1,085) (175) (329) - (39)  (190) - (733) (123) (166) - (10) (182 - (481)
Depreciation, depletion and amortization... (1,021) (1,452) (71) (128) (35) - (2,807) (917)  (1,039) (110) (103) (7 - (2,186) (632) (219) (66) (76) (4 - (997)
Impairment. - (950) - - - - (950) - - - - - - - - - - - - - -
Operating income. 12,209 1,623 647 365 (96) - 14,748 7,017 5,156 840 455 (274) - 13,194 5,708 790 936 384 (181) - 7,637
Financial income 3,048 768 30 10 1 (3,255) 602 2,514 578 17 9 25 (2,848) 295 789 97 20 28 2 (609) 327
Financial expense: (3,479) (1,431) (59) (15) (36) 3,255 (1,765) (4,008) (1,152) (166) (17) (14) 2,848 (2,509) (1,526) (172) (107) (8) (18) 609 (1,222)
Gains (losses) on derivatives, net................. (719) () (22) - - - (812) 854 (90) 153 - - - 917 (15) 86 (187) - - ) (116)
Foreign exchange and monetary gains (losses), net. 767 10 (275) (32) (106) - 364 2,302 93 181 (15) (2) - 2,559 206 214 119 (1) 1 - 529
Gain on sale of investments...............ccccoericriiiniinnis - 80 - - - - 80 - 81 - 237 459 - 77 443 - - - 231 - 674
Equity in results of affiliates and joint ventures and
investment;
543 (38) 62 133 94 - 704 301 9 84 125 76 - 595 312 . 76 9% 226 i 70
Income taxes 130 (626) (71) 23 9 - (535) (1,959) (1,005) (231) (16) 10 - (3,201) (976) (250) (187) (18) (1) - (1,432)
Minority interests. (8) (151) (105) - 6 - (258) (31) (444) (326) (1) - - (802) (157) (190) (232) - - - (579)
Net income. 12,491 164 207 484 (128) - 13,218 6,990 3,226 552 77 280 - 11,825 4,784 575 438 4an 260 - 6,528
Sales classified by geographic destination:
Foreign market
America, except United States.............ccccoccruriveeccnenrecniens 1,805 1,051 1,164 1 - (1,201) 2,820 1,449 1,555 850 23 - (1,026) 2,851 1,249 438 726 30 - (823) 1,620
United States. 648 1,789 412 1 9 (392) 2,467 432 2,462 308 - 81 (318) 2,965 506 450 95 - 54 (237) 868
Europe 11,215 2,598 1,534 26 9 (5,933) 9,449 6,823 2,589 1,606 33 - (3,716) 7,335 5,465 1,020 1,346 19 - (2,667) 5,183
Middle East/Africa/Oceania.. 1,904 220 174 - 154 (952) 1,500 827 396 142 - 161 (412) 1,114 767 218 263 1 - (239) 1,010
Japan 4,516 1,293 600 1 245 (1,918) 4,737 2,131 2,041 584 - - (929) 3,827 1,779 523 548 - - (662) 2,188
China 9,743 864 23 21 4 (3,949) 6,706 7,570 1,457 - 4 - (3,168) 5,863 4,781 499 126 16 - (1,716) 3,706
Asia, other than Japan and China.............c.ccccoovvvvionneene 3,538 1,937 9 1 167 (1,497) 4,155 1,894 2,838 16 1 - (868) 3,881 1,182 1,050 21 1 - (684) 1,570
33,369 9,752 3,916 51 588 (15,842) 31,834 21,126 13,338 3,506 61 242 (10,437) 27,836 15,729 4,198 3125 67 54 (7,028) 16,145
Domestic market. 4,342 491 850 1,640 234 (882) 6,675 3,865 487 751 1,519 1 (1,344) 5,279 2,738 277 474 1,373 7 (651) 4,218
37,711 10,243 4,766 1,691 822 (16,724) 38,509 24,991 13,825 4,257 1,580 243 (11,781) 33,115 18,467 4,475 3,599 1,440 61 (7,679) 20,363

(*) Other than Aluminum.

40



Operating segment — after eliminations (Disaggregated)

Ferrous

IFON OF€....c e
Pellets.......ooiiiiiic e
Manganese.........cueveemvnrsicenns
Ferroalloys.......coovvcciienieieieece
Pigiron. ... e eeeeeee e

Non ferrous

Nickel and other produdts (*).........

K@OIN.. ...t
Copper concentrate. .............uouee..
Aluminum produds..........cceeeeeee

Logistics

Railroads..........c.coeeeeeeeeeneeeeieieeieas

Others..... oo

(*) Includes nickel co-products and by-products (copper, precious metals, cobalt and others).

’ VVAILE
L A ' —_ -

As of and for the year ended December 31,

2008

Revenues Property, Addition to

Plant and Property,

Equipment, Plant and

Depreciation, Net and Equipment

Value Net Cost and depletion and Operating Intangible and
Foreign  Domestic Total added tax revenues  expenses Net amortization Impairment income Assets Intangible Investments
15,102 2,673 17,775 (364) 17411 (6,547) 10,864 (876) - 9,988 14,595 3,645 47
3,481 820 4,301 (189) 4112 (23%) 1718 (112) - 1,606 645 127 708
221 45 266 (15) 251 (77) 174 (5) - 169 18 3 -
704 507 1,211 (128) 1,083 (457) 626 (22) - 604 166 32 -
146 - 146 - 146 (67) 79 (3) - 76 144 122 -
19,654 4,045 23,699 (696) 23,003 (9,542) 13461 (1,018) - 12,443 15,568 3,929 755
7,785 44 7829 - 7,829 (4,425) 3404 (1,323) (950) 1,131 21,729 2,813 53
- 295 295 (16) 279 (120) 159 (19) - 140 159 43 -
167 42 209 9) 200 (213) (13) (32) - (45) 199 6 -
787 106 893 (22) 871 (683) 188 (77) - 111 3,543 283 -
2,681 361 3,042 (66) 2,976 (2,288) 688 (172) - 516 3,831 440 140
11,420 848 12,268 (113) 12,155 (7,729) 4426 (1,623) (950) 1,853 29,461 3,585 193
- 1,303 1,303 (205) 1,098 (749) 349 (103) - 246 1,431 121 326
11 293 304 (39) 265 (198) 67 (26) - 41 1,441 242 -
- - - - - - - - - - 374 343 94
11 1,596 1,607 (244) 1,363 (947) 416 (129) - 287 3,246 706 420
749 186 935 (30) 905 (703) 202 (37) - 165 1,054 752 1,040
31,834 6,675 38,509 (1,083) 37426 (18,921) 18,505 (2,807) (950) 14,748 49,329 8,972 2,408
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Operating segment — after eliminations (Disaggregated)

Ferrous

IFON OF€....e et
PelletS ..o
Manganese..........cccovvemiiec e
Ferroalloys.......cccovvuvenieeveieeee
Pigiron. .....oovvei e

Non ferrous

Nickel and other products (*).........
Potash......cco oo
KaoliN.....ccooeei e
Copper concentrate. ..........cccoeeeen..
Aluminum products...........cc.ecveenne

Logistics

Railroads.........ccceevevieeeiieeeeee
POrtS .o

Others......ooeeeee e

As of and for the year ended December 31,

2007

Revenues Property, Addition to

Plant and Property,

Equipment, Plant and

Depreciation, Net and Equipment

Value Net Cost and depletion and Operating Intangible and

Foreign Domestic Total added tax revenues expenses Net amortization income Assets Intangible Investments

9,873 2,035 11,908 (286) 11,622 (4,520) 7,102 777) 6,325 17,031 2,496 60
2,151 587 2,738 (132) 2,606 (1,860) 746 (87) 659 754 92 741
48 21 69 (5) 64 (66) 2) (7) 9) 79 2 -
445 274 719 (70) 649 (442) 207 (25) 182 168 22 -
81 - 81 - 81 (57) 24 (5) 19 198 34 -
12,598 2,917 15,515 (493) 15,022 (6,945) 8,077 (901) 7,176 18,230 2,646 801
11,664 125 11,789 - 11,789 (6,077) 5712 (927) 4,785 23,668 2,088 299
- 178 178 (10) 168 (108) 60 (23) 37 218 19 -
202 36 238 9) 229 (228) 1 (33) (32) 295 33 -
663 139 802 (30) 772 (456) 316 (64) 252 1,841 197 -
2,418 304 2,722 (66) 2,656 (1,717) 939 (111) 828 4,448 856 184
14,947 782 15,729 (115) 15,614 (8,586) 7,028 (1,158) 5,870 30,470 3,193 483
- 1,220 1,220 (199) 1,021 (636) 385 (88) 297 1,735 491 342
13 254 267 (46) 221 (177) 44 (22) 22 1,371 102 -
17 21 38 (3) 35 (44) (9) (3) (12) 36 12 107
30 1,495 1,525 (248) 1,277 (857) 420 (113) 307 3,142 605 449
261 85 346 (17) 329 (474) (145) (14) (159) 2,783 207 1,189
27,836 5,279 33,115 (873) 32,242 (16,862) 15,380 (2,186) 13,194 54,625 6,651 2,922

(*) Includes nickel co-products and by-products (copper, precious metals, cobalt and others).
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Operating segment — after eliminations (Disaggregated)

IALl
VALI

As of and for the year ended December 31,

2006
Revenues Depreciation Property, Addition to
Value Net Cost and p . ’ Plant and Property,
depletion and . Investments
added tax revenues expenses A Operating Equipment, Plant and
amortization .
Foreign  Domestic Total Net income Net  Equipment
Ferrous
[FON Or€.....coviiiicecee e, 8,167 1,860 10,027 (271) 9,756 (4,060) 5,696 (528) 5,168 13,235 2,616 48
Pellets.....coooeviiiiicc 1,590 389 1,979 (86) 1,893 (1,210) 683 (53) 630 593 110 529
Manganese..........ccccovvvinineiiennnens 39 16 55 (3) 52 97) (45) 4) (49) 65 19 -
Ferroalloys.........ccoveveriiiiienincnne 342 166 508 (43) 465 (443) 22 (19) 3 186 34 -
10,138 2,431 12,569 (403) 12,166 (5,810) 6,356 (604) 5,752 14,079 2,779 577
Non ferrous
Nickel and other products (*)......... 2,786 16 2,802 - 2,802 (2,267) 535 (124) 411 17,193 483 222
Potash.......ccoovinciciiiiicc, - 143 143 (8) 135 (84) 51 (23) 28 178 16 -
Kaolin........cccoovvinennne 188 30 218 9) 209 (182) 27 (27) - 249 19 -
Copper concentrate... 690 89 779 (20) 759 (246) 513 (49) 464 1,386 150 -
Aluminum products..........c.ccocvvvnnnn. 2,220 161 2,381 (37) 2,344 (1,354) 990 (65) 925 2,829 749 164
5,884 439 6,323 (74) 6,249 (4,133) 2,116 (288) 1,828 21,835 1,417 386
Logistics
Railroads.........cccooovvniicieeiniicnn, - 1,011 1,011 177) 834 (488) 346 (72) 274 720 95 222
POMS. .o 15 246 261 (44) 217 (137) 80 (16) 64 222 12 -
ShiIPS..eeeeeee e 52 52 104 (8) 96 (97) (1) (5) (6) 45 2 -
67 1,309 1,376 (229) 1,147 (722) 425 (93) 332 987 109 222
Others......coveveeeeeriseece e 56 39 95 (6) 89 (352) (263) (12) (275) 1,106 126 1,168
16,145 4,218 20,363 (712) 19,651 (11,017) 8,634 (997) 7,637 38,007 4,431 2,353

(*) Includes nickel co-products and by-products (copper, precious metals, cobalt and others).
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24 Related party transactions

Balances from transactions with major related parties are as follows:
As of December 31,

2008 2007
Assets Liabilities Assets Liabilities
AFFILIATED COMPANIES AND JOINT VENTURES

Companhia Hispano-Brasileira de Pelotizagao - HISPANOBRAS ............. 7 34 59 46
Companhia talo-Brasileira de Pelotizagdo - ITABRASCO .........c..ccccovven..... 37 64 53 49
Companhia Nipo-Brasileira de Pelotizagao - NIBRASCO ..........cccceceeenneee 29 71 108 30
Companhia Coreano-Brasileira de Pelotizagado - KOBRASCO ................... 1 22 24 13
Baovale MiNeragao S.A. ..ot 2 20 16 41
Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS ...........ccccooeiniens 18 - 34 -
Minas da Serra Geral S.A. - MSG ........c.coviinncinicce e, - 13 - 14
MRS LOGISHICA S.A. ... 8 219 11 35
Mineragéo Rio Norte S.A. .... 38 - 29
Samarco MiNEragao S.A. ..ottt 10 - 10 o
Korea Nickel Corporation..........c.ucveveeirieieiniiineetnec e 38 - 9 -
MitSUI & CO, LTD...ceuiriiiiieeieeeteieie ettt - - - 21
ONBIS. .t 32 24 24 10
190 505 348 288

CUITENL. oot s 190 414 345 287
[0 1 To (=T o T - 91 3 1

These balances are included in the following balance sheet classifications:

As of December 31,

2008 2007
Assets Liabilities Assets Liabilities
Current assets
Accounts receivable............ccooooiiiiiii 137 - 281 -
Loans and advances to related parties............cc.cccevreuennee 53 - 64 -
Other assets
Loans and advances to related parties.........ccc.cccevenenee. - - 3 -
Current liabilities
SUPPLIETS.c..eiiiece s - 302 - 281
Loans from related parties...........cccocceeeeiieicececeeee - 112 - 6
Long-term debt.........ooiiiiiic e, - 91 - 1
190 505 348 288
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25

Income and expenses from the principal transactions and financial operations carried out with
major related parties are as follows:

Year ended of December, 31
2008 2007 2006

Income Expense Income Expense Income Expense

AFFILIATED COMPANIES AND JOINT VENTURES

Companhia Nipo-Brasileira de Pelotizagéo - NIBRASCO................. 105 393 386 328 363 292
Samarco MiNeragao S.A.. ...ccoiiieieiiiieeieieee et 259 - 117 - 79 -
Companhia italo-Brasileira de Pelotizagdo - ITABRASCO................ 240 163 233 163 204 58
Companhia Hispano-Brasileira de Pelotizagéo - HISPANOBRAS.... 342 378 247 195 224 159
Companhia Coreano-Brasileira de Pelotizagdo - KOBRASCO......... 101 234 220 270 226 191
Usinas Siderurgicas de Minas Gerais S.A. - USIMINAS................... 651 - 442 - 410
Valesul Aluminio S.A.........ccciiiiiiiii - - - - 11 -
Minerag@o RiO NOMe S.A.......cooiioiieceeee e - 249 - 232 - 234
Gulf Industrial Investment Company - GIIC............ccocoiiiiniiiennnns - - - - 56 2
MRS LOGIStICA S.A......oiieeeieeceetee ettt 9 829 17 593 14 516
ONETS. ...t 34 34 30 29 3 39
1,741 2,280 1,692 1,810 1,590 1,491

These amounts are included in the following statement of income line items:

Year ended of December, 31
2008 2007 2006

Income Expense Income Expense Income Expense

Sales / Cost of iron ore and pellets.................... 1,698 1,369 1,649 960 1,553 712
Revenues / expense from logistic services........ 25 624 17 593 13 516
Sales / Cost of aluminum products.................... - 249 - 232 11 234
Financial income/expenses...........cccccceveevenenne. 18 38 26 24 13 16
L0 ] (3= - - - 1 - 13

1,741 2,280 1,692 1,810 1,590 1,491

Additionally we have loans payable to Mitsui & Co, Ltd, Banco Nacional de Desenvolvimento
Social and BNDES Participagdes S.A in the amounts of US$ 4, US$ 604 and US$ 305, accruing
with interest at market rates, which fall due through 2013. We also maintan cash equivalent
balances with Banco Bradesco S.A. in the amount of US$ 18 at December 31, 2008.

Derivative financial instruments

Risk Management Policy

We consider the effective management of risk a key objective to support our growth strategy and
financial flexibility. In furtherance of this objective, the Board of Directors has established an
enterprise risk management policy and a risk management committee. Under the policy, we
measure, monitor, and manage risk at the portfolio level, using a single framework, and consider
the natural diversification of our portfolio.

The risk management committee is responsible to the assist our executive officers in overseeing
and reviewing information regarding our enterprise risk management activities including the
principles, significant policies, risk management process and procedures and instruments
employed to manage risk. The risk management committee reports periodically to the executive
board how the risks have been monitored, what are the most important risks and their impact on
our cash flows.
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Any risk mitigation strategy will only be implemented, whenever necessary, to support our
corporate strategy or to maintain our target level of financial flexibility. The risk management
policy and the risk management norms, that complement the normatives of risk management
governance model, explicitly prohibit speculative transactions with derivatives and require the
diversification of operations and counterparties.

Under SFAS 133 “Accounting for Derivative Financial Instruments and Hedging Activities,” as
amended by SFAS 137 and SFAS 138, we recognize all derivatives on our balance sheet at fair
value, and the gain or loss in fair value is included in current earnings, unless designated as a
cash flow hedge.

The main market risks we face are interest rate risk, exchange rate risk and product price risk.
We manage some of these risks through the use of derivative instruments. Our risk management
activities follow the risk management policy, which requires diversification of transactions and
counter-parties. We monitor and evaluate our overall position regularly in order to evaluate
financial results and impact on our cash flow. We also periodically review the credit limits and
creditworthiness of our hedging counter-parties.

Foreign exchange and interest rate risk

Vale’s cash flows are exposed to volatility of several different currencies. While most of our
product prices are indexed to US dollars, representing around 94% of the total revenue, most of
our costs, disbursements and investments are indexed to currencies different than the US dollar,
mainly Brazilian reais and Canadian dollars.

Derivatives instruments may be used in order to reduce Vale’s potential cash flow volatility arising
from the currencies mismatch between the currencies witch the debt is denominated and
revenues are generated. Vale’s foreign exchange and interest rate derivative portfolio consists,
basically, of interest rate swaps to convert floating cash flows in Brazilian reais to fixed or floating
US dollar cash flows, without any leverage.

Vale is also exposed to interest rate risks on loans and financings. Our US dollar denominated
floating rate debt consists mainly of loans including export pre-payments, commercial banks and
multilateral organizations loans. In general, our US dollars floating rate debt is subject to changes
in the Libor (London Interbank Offer Rate in US dollars). To mitigate the impact of the interest
rate volatility on its cash flows, Vale takes advantage of natural hedges resulting from the positive
correlation of metal prices and US dollar floating rates. When natural hedges are not present, we
may opt to realize the same effect by using financial instruments.

Our Real denominated debt subject to floating interest rates are debentures, loans obtained from
Banco Nacional de Desenvolvimento Econémico e Social (BNDES) and property and services
acquisition financing in the Brazilian market. These debts are mainly linked to CDI and TJLP.

The swap transactions entered into have settlement dates similar to the interest and principal
payment dates, taking into account the liquidity restrictions of the market. At each settlement
date, the results on the swap transactions partially offset the impact of the US dollar / Brazilian
reais exchange rate in our obligations, contributing to a stable flow of cash disbursements in US
dollars for interest and/or principal payment of our real denominated debt.

In the event of an appreciation (depreciation) of the Brazilian reais against US dollar, the negative
(positive) impact on our Real denominated debt obligations (interest and/or principal payment)
measured in US dollars will be almost totally offset by a positive (negative) effect from any
existing swap transaction, regardless of the US dollar / Brazilian Reais exchange rate on the
payment date.

We have other exposures associated with our outstanding debt portfolio. In order to reduce cash
flow volatility associated with a financing from KFW (Kreditanstalt Fir Wiederaufbau) indexed to
Euribor, Vale entered into a swap contract where the cash flows in Euros are converted into cash
flows in US dollars.
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Vale is also exposed to several market risks associated with global commodities prices
volatilities.

Product Price Risk

Currently, derivative transactions entered into related to commaodities prices are nickel, aluminum,
copper, gold platinum and natural gas derivatives and all have the same purpose of mitigating
Vale’s cash flow volatility.

Nickel — The Company has purchased nickel future contracts in the London Metal Exchange
(LME), with the purpose of maintaining its exposure to nickel price variation, regarding the fact
that, in some cases, the commodity is sold at a fixed price to some customers. Vale has also sold
nickel futures in the LME, in order to minimize the risk of mismatch between the pricing on the
costs of intermediate products and finished goods.

Aluminum — In order to reduce cash flow volatility after Inco’s acquisition when Vale increased
its leverage, we entered in aluminum hedging operations, which matured in December 2008.

Copper —Vale Inco Ltd., Vale’s wholly-owned subsidiary, makes use of hedging to protect the
price mismatch between the date of copper scrap purchase and the date of selling the finished
good.

PGMs and other precious metals — Transactions regarding gold and platinum are executed in
order to manage the risk associated with the volatility of these commaodities prices. Platinum and
gold hedging transactions matured in December 2008.

Natural gas — Vale uses natural gas swap contracts to minimize the impact of price fluctuation of
this input cost in the cash flow.

In addition to the contracts mentioned above, Vale IncolLtd., Vale’s wholly-owned subsidiary, has
nickel concentrate and raw materials purchase agreements, where there are provisions based on
nickel and copper future prices behavior. These provisions are considered embedded derivatives.

There is also an embedded derivative related to energy in our subsidiary Albras on which we
have no unrealized gain as of December 31, 2008 and US$17 as of December 31, 2007.
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The asset (liability) balances and the change in fair value of derivative financial instruments are
as follows (the quarterly information is unaudited):

Interest
rates Products of
(LIBOR) / aluminum

Currencies Gold area Copper Nickel Platinum Total
Unrealized gains (losses) at October 31, 2008.................. 168 (10) (46) (40) 38 (2) 108
Financial settlement...............cccoovvinnncnnciees (54) 9 (24) (27) 32 1 (63)
Unrealized gains (losses) in the period...........ccccovvnienne (649) (12) 65 49 (36) (2) (585)
Effect of exchange rate changes..........cccoevvevnnicinins (38) 13 5 18 (2) 3 (1)
Unrealized gains (losses) at December 31, 2008........... (573) - - - 32 - (541)
Unrealized gains (losses) at July 1, 2008.............cccceunnee. 1,201 (21) (189) (166) 37 (21) 841
Gain (Loss) recognized upon consolidation of Inco........... - - - - - - -
Financial settlement (176) 10 57 62 20 6 (21)
Unrealized gains (losses) in the period (635) (14) 75 33 (18) 14 (545)
Effect of exchange rate changes...........cccooevvevnniennnns (222) 15 11 31 (1) (1) (167)
Unrealized gains (losses) at September 30, 2008......... 168 (10) (46) (40) 38 (2) 108
Unrealized gains (losses) at October 31, 2007.................. 649 (39) (176) (356) 3 (25) 56
Gain (Loss) recognized upon consolidation of Inco........... - - - - - -
Financial settlement (200) 10 16 63 26 5 (80)
Unrealized gains (losses) in the period 149 (5) 67 106 13 4) 326
Effect of exchange rate changes...........cccocovevenincncincns 28 (2) (5) (1) - - 20

%'
Unrealized gains (losses) at December 31, 2007....... ( ) 626 (36) (98) (188) 42 (24) 322
Unrealized gains (losses) at January 1, 2008.................... 626 (36) (98) (188) 42 (24) 322
Financial settlement (394) 41 120 173 38 27 5
Unrealized gains (losses) in the period... (682) (30) (18) (29) (46) (6) (811)
Effect of exchange rate changes............cccccocovcucininincnnn. (123) 25 (4) 44 (2) 3 (57)
Unrealized gains (losses) at December 31, 2008........... (573) - - - 32 - (541)
Unrealized gains (losses) at January 1, 2007.................... (10) (53) (318) (298) 16 (20) (683)
Financial settlement.............cccoovvnninee. (290) 33 112 240 (38) 13 70
Unrealized gains (losses) in the period... 854 (7) 153 (129) 63 17) 917
Effect of exchange rate changes 72 (9) (45) (1) 1 - 18
%'

Unrealized gains (losses) at December 31, 2007....... ( ) 626 (36) (98) (188) 42 (24) 322

(*) At December 31, 2007, US$ 5 was recorded in long-term liabilities.

Changes for the three month periods ended December 31, 2008, September 30, 2008 and
December 31, 2007 are unaudited.

Unrealized gains (losses) in the period are included in our income statement under the caption of
Financial expenses and Foreign exchange and monetary gains (losses), net.

Final maturity dates for the above instruments are as follows:

Cross cUITeNnCy INtErest rate SWAPS. .......ou i iii it ee e December 2019
(@0 o/o =T i oo 0 o7= 0 =1 (=TSPTSRO March 2009
[N T2 OSSPSR March 2011

Under U.S. GAAP, all derivatives, whether designated in hedging relationships or not, are
required to be recorded in the balance sheet at fair value. A derivative must be designated in a
hedging relationship in order to qualify for hedge accounting. These requirements include a
determination of what portions of hedges are deemed to be effective versus ineffective. In
general, a hedging relationship is effective when a change in the fair value of the derivative is
offset by an equal and opposite change in the fair value of the underlying hedged item. In
accordance with these requirements, effectiveness tests are performed in order to assess
effectiveness and quantify ineffectiveness for all designated hedges.
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At December 31, 2008, we had no outstanding cash flow hedges. A cash flow hedge is a hedge
of the exposure to variability in expected future cash flows that is attributable to a particular risk
such as a forecasted purchase or sale. If a derivative is designated as a cash flow hedge, the
effective portions of the changes in the fair value of the derivative are recorded in other
comprehensive income and are recognized in earnings when the hedged item affects earnings.
Ineffective portions of changes in the fair value of the derivatives designated as hedges are
recognized in earnings. Under U.S. GAAP, if a portion of a derivative contract is excluded for
purposes of effectiveness testing, such as time value, the value of such excluded portion is
included in earnings. At December 31, 2008, unrealized net losses in respect of derivative
instruments which were not qualified for hedge accounting under United States GAAP amounted
to US$ 811. The unrealized net gain as of December 31, 2007 amounted to US$ 869.

Subsequent events

On January 30, 2009 we entered into a purchase and sale agreement with Rio Tinto Plc to
acquire iron ore (in Brazil) and potash (in Argentina and Canada) assets. The price to be paid for
the iron assets amounts to US$ 750, while the potash deposits will be acquired for US$ 850.
Negotiations are still ongoing.
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The following unaudited information provides additional details in relation to certain financial

Supplemental Financial Information (Unaudited)

ratios.

EBITDA — Earnings Before Financial Expenses, Minority Interests, Gain on Sale of Investments,
Foreign Exchange and Monetary Gains (Losses), Equity in Results of Affiliates and Joint
Ventures and Change in Provision for Losses on Equity Investments, Income Taxes,
Depreciation and Amortization

(a) EBITDA represents operating income plus depreciation, amortization and depletion plus
impairment/gain on sale of property, plant and equipment plus dividends received from

equity investees.

(b) EBITDA is not a U.S. GAAP measure and does not represent cash flow for the periods
presented and should not be considered as an alternative to net income (loss), as an
indicator of our operating performance or as an alternative to cash flow as a source of
liquidity.

(c) Our definition of EBITDA may not be comparable with EBITDA as defined by other

companies.

(d) Although EBITDA, as defined above, does not provide a U.S. GAAP measure of operating
cash flows, our management uses it to measure our operating performance and financial

analysts in evaluating our business commonly use it.

Selected financial indicators for the main affiliates and joint ventures are available on our website,

www.vale.com, under “investor relations”
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Indexes on Vale's Consolidated Debt (Supplemental information

Three-month period ended As of Decamber 31,
December 31, September 30, December 31,
2008 2008 2007 2008 2007
Current debt
Current portion of long-term debt - unrelated parties.............c.coooe.ee 633 733 1,249 633 1,249
Short-term debt..........coviueiriiii e - 46 167 - 167
Loans from related parties...........cccovvrervirirreserieesseeeseee s 77 16 6 77 6
710 795 1,422 710 1,422
Long-term debt
Long-term debt - unrelated parties. .........cccoeeererernnerree 17,535 18,393 17,608 17,535 17,608
Gross debt (current plus long-term debt) 18,245 19,188 19,030 18,245 19,030
Interest paid over:
Short-term debt..........c.oiiiiriieee e - 9) (8) 11 (49)
Long-term debt. ..o 314 1,938 (361) 1,255 (1,289)
Interest paid 314 1,929 (369) 1,266 (1,338)
EBITDA.......oerieiertriee st ssss s nassssasssseans 2,697 6,374 3,532 19,018 15,774
Stockholders' equity...........coverererenenesersnsssssnsssssssessssnees 42,556 51,218 33,276 42,556 33,276
LTM (1) EBITDA/LTM (1) Interest paid.................. .- 15.02 15.03 11.79 15.02 11.79
Gross Debt / LTM (1) EBITDA....... 0.96 0.97 1.21 0.96 1.21
Gross debt / Equity Capitalization (%) 13 27 36 13 36
Financial expenses
INEErESt EXPENSE. .......vuiciiiciciis et s (334) (293) (313) (1,194) (1,348)
Labor and civil claims and tax-related actions............cccccoeeureurininene. (23) (23) (39) (99) (98)
Tax on financial transactions - CPMF ...........cccooiinninnicceeene - - (27) - (132)
OFNEIS .ot (42) (141) (175) (472) (939)
(399) (457) (554) (1,765) (2,517)
Financial income
Cash and cash equivalents...........cccoceirrenrnnice 217 252 32 520 105
OFNEIS oottt sttt 30 25 26 82 190
247 277 58 602 295
Derivatives. ... - (586) (587) 316 (812) 931
Financial income (expenses), net..........c.couveveerreresnsenens . (738) (767) (180) (1,975) (1,291)
Foreign exchange and monetary gain (losses), net.............c.c....
Cash and cash equivalents..............ccoeeiiennieneees 1,427 1,104 (8) 2,457 (100)
(2,266) (2,169) 500 (3,102) 2,923
598 744 (177) 1,009 (270)
(241) (321) 315 364 2,553
Financial result, net............cocoerrvennnsninensereeeseseees (979) (1,088) 135 (1,611) 1,262

(1) Last twelve months
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Calculation of EBITDA (Supplemental information - Unaudited)

Three-month period ended As of December 31,
September 30,
December 31, 2008 2008 December 31, 2007 2008 2007
Operating income...........c.......... 1,063 5,535 2,683 14,748 13,194
Depreciation 568 713 737 2,807 2,186
Impairment.........cccoceveevvececene 950 - - 950 -
2,581 6,248 3,420 18,505 15,380
Dividends received... 116 126 112 513 394
EBITDA.......cco e 2,697 6,374 3,532 19,018 15,774
Net operating revenues 7,255 11,739 8,163 37,426 32,242
Margin EBITDA........cccccerirrenne 37.2% 54.3% 43.3% 50.8% 48.9%

Adjusted EBITDA x Operating Cash Flows (Supplemental information - Unaudited)

Three-month period ended

December 31, 2008 September 30, 2008 December 31, 2007
Operating Operating Operating
EBITDA cash flows EBITDA cash flows EBITDA cash flows
Net iNCOME......c.ooviiiiiicee e 1,367 1,367 4,821 4,821 2,573 2,573
Income tax - deferred..........ccocereviieininencccee (219) (219) (621) (621) (394) (394)
Income tax - CUrrent..........ccoceeenenenencceccceee (966) - 477 - 610 -
Equity in results of affiliates and joint ventures
and other iNvestments...........ccoooiieiniicicnene (125) (125) (290) (290) (136) (136)
Foreign exchange and monetary gains, net............... 241 740 321 1,133 (304) (266)
Financial expenses, net.. 738 (3) 767 83 169 (23)
Minority INterests.........cccoovrivinnireiecec e 27 27 60 60 165 165
Net working capital............ccccoreiiiiiiiiiiieeeee - 2,259 - (1,524) - (130)
Others.....ooeeeieeeeee e, - 613 - 831 - (176)
Operating income 1,063 4,659 5,535 4,493 2,683 1,613
Depreciation, depletion and amortization................... 568 568 713 713 737 737
IMPAITMENt........cviiiiiiree e 950 950 - - - -
Dividends received..............cccoeiiiiiiiiiiiiiicie 116 116 126 126 112 112
2,697 6,293 6,374 5,332 3,532 2,462
Operating cash flows 6,293 5,332 2,462
INCOME tAX....cvieeriiececce e (966) 477 610
Foreign exchange and monetary gains (losses) ........ (499) (812) (38)
Financial EXPENSES........ccvvvreerieeieseeie e 741 684 192
Net working capital...........cccooeeieiiiiienieiicieneeee (2,259) 1,524 130
(613) (831) 176
2,697 6,374 3,532

52



Net INCOME.. ..o
Income tax - deferred............cooooiiiiiiiiii
Income tax - current...........coooiiiiiiiiii i
Equity in results of affiliates and joint ventures

and other investments............cc.ccooiiiiiin i
Foreign exchange and monetary gains, net...............
Financial expenses, net............cooiiiii
Minority interests. ...
Gain on sale of investments............c...cooviiiiiininennn,
Net working capital..........cooooiii
OthErS. ... e,
Operating income
Depreciation, depletion and amortization...................
Impairment... ... ...
Dividends received

Operating cash flows

INCOME taX. .. ieiiiiiiei e
Foreign exchange and monetary gains (losses) ........
Financial expenses
Net working capital
Others......oooiiiii e

EBITDA. ...t s s e e

Year ended of December, 31

2008 2007
Operating Operating
EBITDA cash flows EBITDA cash flows
13,218 13,218 11,825 11,825
(803) (803) (700) (700)
1,338 - 3,901 -
(794) (794) (595) (595)
(364) 451 (2,559) (2,827)
1,975 116 1,297 102
258 258 802 802
(80) (80) (777) (777)
- (707) - 1,236
- 1,185 - (634)
14,748 12,844 13,194 8,432
2,807 2,807 2,186 2,186
950 950 - -
513 513 394 394
19,018 17,114 15,774 11,012
17,114 11,012
1,338 3,901
(815) 268
1,859 1,195
707 (1,236)
(1,185) 634
19,018 15,774
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"VALE

Area de Aumirio -Valesul (Informagzio Adicional —n&o auditada)

EQUITY INVESTEE INFORMATION — 12/31/2008

2008 2007
Dados Periodo de trés meses findos em | Periodo de trés meses findos em |
30 dd 31de 30 di| 31dd

JMdemargd 30dejurhd  setembrg  dezembro Tota]l 31demargd 30dejurhd  setembrd  dezembro Total
Quantidade vendida - ME ton (mil) 4 7 6 4 21 9 10 8 8 35
Quantidade vendida - MI ton (il) 16 15 19 16 66 10 16 15 0 7
Quantidade vendidh - total ton (mil) 20 2 25 20 87 19 2 2 38 106
Prego médio- NE uss$ 265370 284614 267923 2818,91 2.86140 282864 2.90269 2.750,68 2580,48 2777,48
Prego médio- M Us$ 378695 416823 3.321,9 2575,30 3.69560 4037,71 4.06849 4,045,356 341584 372,07
Prego médio - total Us$ 356030 3.74756 3.148,89 2624,02 3.49425 3512,03 3.65213 3.606,79 347717 3410,18
Patriménio liquido Us$ 391 453 330 pip) 72 14 374 391 389 389
Receita liquida Us$ 58 70 81 4 253 70 72 65 65 272
Custo de prodtitos Us$ (48) (59) (79) (38) (216) (“8) (35) (32) (57) (212)
Qutras despesas/receitas Us$ @ © ©) ©) () @ @ ©) © (17)
Depreciagio, amortizagioe exaustio us$ @ @ @ ® (15) @ ) @ 19 11
EBTDA > US$ 2 2 @ @ @ 16 11 3 24 54
Depreciagio, amortizagioe exaustéo Us$ 4 4 4 3 15 2 2 4 (19) (1)
EBIT > US$ 6 6 - 1 13 18 13 7 5 43
Resutado financeiro liquido us$ (1) - 4 10 - - 1 @ )
Lucro antes do IRCSL Us$ 5 6 5 px] 18 12 8 3 42
IRICSL Us$ @ @ ®) %) (1) ® ® ® ©) (14)
Resultado do exercicio > US$ 3 2 4 3 12 15 9 5 @ 28




"VALE

Auminum Area— MRN (Additional information - Unaudited)

2008 2007
Information As of and for the three-month periods ended Periodlo de trés meses findosem |
0 31de

March 31 June30| September30| December 31 Totall 31demagd 30dejunhd  setemird  dezenird Total
Quanity sold - external merket MT (thousand) 1.369 1573 149% 1.557 59%5 1.3% 1356 1522 1.3% 5629
Quaniity sold - intemal market MT (thousand) 2.621 2949 3268 3415 12.253 3.350 299 293 2983 12.251
Quantity sold -total MT (thousand) 3.990 452 4764 4972 18.248 473% 4325 4461 4358 17.880
Average sales price - external merket Us$ 61,52 uB 34,71 %% 41,47 £k 247 3829 42 3,38
Average sales price - intemal merket Us$ 53,89 3124 319 3,35 36,87 27,04 2104 2769 2838 27,2
Average sales price -total Us$ 56,51 32,52 3283 3516 38,56 289 874 260 3027 237
Long-temindebtedness, gross Us$ 46 115 a7 0 0 3B9% 35488 26516 163.763 163.768
Shorttermindebtedhess, gross us$ 245 21 26 163 163 204.362 223553 207048 2856 2856
Total indebtedness, gross us$ 21 336 32 253 253 A43.298 25041 233564 192334 19234
Stockholders' equity us$ 493 432 315 a7 a7 305 354 407 43 4%
Net operating revenues Uss 17 130 139 150 53 132 125 128 131 516
Cost of products us$ 63) © 81) 75) (301) ©4) (60) (60) (63) (259)
Other expenses / revenues uss$ @) 2 @) - ©) ©®) @ © ©® @)
Depreciafion, amortization and depletion Us$ 14 17 10 13 54 13 14 13 14 54
EBTDA > us$ 60 67 65 88 280 76 6 75 ! 21
Depreciafion, amortization and depletion US$ (14) (7) (10) (13) (54) (13) (14 (13) (14 (54)
EBT » US$ 46 50 55 75 26 63 55 62 57 27
Net finandial resut Us$ @ (1) 8) 1 (15) (1) (1 @ - @
Income before income tax and social contribution us$ 4 39 52 76 211 62 54 60 57 233
Incorre taxand sodal contribution US$ (10) (19) 6) 1) (55) ®) 6 ) ) (23)
Net incarme > Uss 3 2 a7 55 156 5| 29 5 2 210
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Areade Aluminio - Albras (Informagzio Adi cional —ndio auditadk)

2008 2007
Dados Pericdo e trés meses findos em| Periodo de trés meses findosem |
KLy 3104 30 ckl 31de

3 demagg  30dejurha setentrg cezerbrg T 31demargg  30dejunhg setembro dezembro Total

Quantidede vendda - ME ton(mil) 10 £¢) 17 108 433 108 123 108 14 443
Quantidede vendda -M ton(mil) 7 6 7 6 2 7 6 7 6 2%
Quantidace vendidh -total ton(mil) 116 105 124 114 45 115 129 115 110 469
Prego médio- ME US$ 248,81 293931 288876 215,39 259038 2688,76 272653 263155 2.405,80 2611,76
Prego médo- M Us$ 2307,5¢ 264089 26572 23023 2807% 2500,55 263383 259978 2.19%,61 237290
Preco édiio - total Ush 2476,70 292077 287464 216248 260346 2677,30 272478 258519 2.393,38 2598,49
Endividamenio bruto contratado alongo prazo us$ 23 ot 267 20 20 319 303 306 301 301
Endvidamento bruto contratado acurto prazo Us$ 1M1 D 18 18 133 4 9 2 40 40
Endivicamerto bruto total Us$ 34 391 395 333 383 33 312 308 M 3
Patrimanio liquido us$ 973 1.098 948 ] ] 736 788 936 1.004 616
Receita liquica s$ 2 310 36 245 1.1 309 353 29 268 1.229
Cusio deproditcs s 22) 2 4 (199) (@2 (197) (232) (200) (207) &2
Qutras despesas/recsitas s$ (18) (20) (18) () (81 (11) (15) (17) (19) (62)
Depreciagio, amotizagioe exaustdo s$ 8 8 ()] 7 14 7 8 8 8 31
EHTDA > 5% 60 76 65 A 25 108 114 84 50 356
Depreciagio, amatizagéoe eaustéo s ® ® 9 U (4 ™) ® ® ® (€1))
EAT > S$ 52 74 27 21 101 106 76 42 325
Resutado finenceiro licido s$ (69) 37 (38) ©) 73) 16 )] 67 37 111
Lucro (prejuizo) antes doIRCSL Us$ (14) 105 3% 2 148 117 97 143 79 436
IRCS. s © @37 O 7 @) 23) () “2) ® (131)
Resultado do exercicio > 5% (23) 27 2 100 | A 39 101 14 305
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Auminum Area— Alunorte (Additional information - Unaudited) - Consdlidated Subsidiary

2008 2007
Information As of and for the three-month periods ended Periodo de trés meses findosem |
30 die| 31d¢

March 31 June30| Septerrber 30 December 31 Tatall 31demagg  30dejunhg setembrd  dezemirg Total
Quanity sold - extemal merket MT (thousand) 814 ar5 1.3%6 39%7 69 769 a3 3229
Quanity sold - intemel merket MT (thousand) 25 258 301 250 1044 244 252 248 271 1.015
Quantity sold - total MT (thousand) 1049 1,090 1.276 1.586 5001 o3 1021 1076 1.204 4244
Average sdles price - external merket Us$ 3236 37273 378,60 286,74 34,79 344,85 34961 34023 31226 335,33
Average sales price - intemal merket US$ 28759 34049 274 304,54 35865 300,77 311,69 306,83 275,46 300,38
Average sales price - total Us$ 31457 36510 370,14 292,70 33977 335,77 340,00 33254 303,98 327,01
Longtermindebtedness, gross US$ 740 89 85 85 85 528 557 466 556 556
Shorttermindebtedness, gross US$ 20 - 2 31 31 - - 18 - -
Total indebtechess, gross US$ 760 829 84 887 837 528 557 484 556 556
Stockhdders' equity Us$ 2287 2633 2217 1.794 1794 1.686 1903 2197 2.307 2.307
Net operating revenues uss$ 331 39 473 45 1659 314 32 369 370 1.3%
Cast of products US$ (@r4) (289) (32 (331) (1.245) (181) (17) (246) (290) (934)
Cther expenses/ revenues Uss$ (13) (14) (12) () (59) @ (15) ™ (15) (39)
Depreciation, amortization and depletion Uss$ 19 20 (16) (15) 8 12 14 13 15 54
ERTDA > US$ 63 17 3 0 363 143 124 129 80 476
Depreciation, amortization and depletion Uss$ (19) (20) 16 15 G| (12) (14) (13) (15) (54)
EBT > US$ 4 97 109 105 355 131 110 116 65 422
Net finandal resuit uss$ (57) 53 (117) @r) @13) 19 (14) 4 35 74
Incame (loss) before incame tax and social contribution US$ (13 155 ® 8 142 150 % 150 100 49
Incore taxand sodal contribution uss U] (34) 2 7 (12) (19) (12) 3 (16) ()
Net incame (loss) > US$ (20) 121 14 15 130 131 | 84 12 84 M
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Coligadas de PelotizagZo - Hispanobras (Informagio Adicional —n&o auditada)

2008 2007
Dados Periodb ck trés meses findosem | Periodo de trés meses findosem |
30 el 31dd 30 31dd

31demargg  30dejunho setembrg dezembrg Totall] 31demargd 30dejunhd setemtrg dezenirg Total
Quaniidade vendida - ME ton (mil) 404 400 618 - 1422 565 504 57 el 1.90
Quantidade vendida -MI ton (mil) 710 805 554 3% 2465 800 620 510 545 2475
Quantidade vendich - total ton (il 1.114 1.205 1172 396 3.887 1.365 1124 1037 939 4.465
Prego médio- VE Uss$ 71,45 203,07 227,18 0,00 176,15 69,26 7740 7250 7325 97
Prego nédio- M Uss$ 7595 203,58 23604 146,47 164,94 97 7973 7488 7694 7598
Prego médio - total uss$ 74,32 203,41 2137 146,47 169,04 7,43 7869 7367 75,39 74,61
Endividamento bruto contratado a curto prazo Uss 75 53 7 - - 6 9 14 46 46
Endividamerto bruto total Us$ 75 53 7 - - 6 9 14 46 46
Patrimbnio licuido uss$ 0 166 158 143 143 89 78 86 2 &
Receita liqida Uss$ 8 248 164 52 547 o7 8 76 72 334
Custo de produtos uss (79) (143) (118) (30) (372) (77) (74) (©6) (78) (2%)
Quitras despesas’recsitas uss @ @ @ @ @) (™) @ ) 0 ©)
Depreciagio, amartizagoe exaustéo Us$ 1 1 1 1 4 1 - - 3 4
EBTDA > US$ 7 104 45 15 171 20 13 9 @ 38
Depreciagio, amortizagdo e exaustéo Uss (1) (1) (1) (1) @) (1) - - (©) @)
EBT > Us$ 6 103 r7) 14 167 19 13 9 o )
Restitado financeiro liquido Uss$ 1 ) 7 9 13 @ (1) (1) Q) ©)
Lucro (prejuizo) antes do IRCSL Uss$ 7 e 51 23 180 17 12 8 @®) 2
Lucro antes do IRCSL Uss$ ®) (34) (18) ®) (3) ©) ©) %) 2 (11)
Resultado do exercicio > US 4 65 33 15 17 | 1 7 6 ©) 18




"VALE

Coligadas de Pelotizag3o - Samarco (Informagzo Adicional — néo auditada)

2008 2007
Dacbs Periodb ck trés meses findosem | Periodo de trés meses findos em |
30 3 30 el 31de

3ldemagg  30dejunhg setemhrg cezentrg T 31demargg  30dejunhg setembro dezembro Total

Quantidede vendida - Peldias ton(ril) 3010 437 5519 3413 16.269 3.003 3742 3241 4.373 14.359
Quaniicede vendida - Mrériode farro ton (i) 168 140 14 202 664 463 638 302 358 1.761
Prego médo- Peldzs s 106,51 142,07 15230 156,17 1,95 77,51 8238 8361 82,58 81,70
Prego médio- Mnériode fero Us$ 47,61 BFB 7386 8,18 76,08 46,79 46,78 4530 49,14 47,01
Endividamerto bruto contratado alongo prazo Ush 80 79 80 800 800 738 817 808 800 800
Endividamerto bruto contratado acurto prazo s$ 591 86 %87 783 783 192 324 398 572 572
Endividamerto bruto total s 1391 1.645 1787 1583 1.583 930 1141 1206 1.372 1.372
Patriménio licuido Us$ 1.078 1.213 P26 7R 72 638 754 878 970 970
Reoita liquica Ush 331 613 83 553 2340 253 338 29 365 1.255
Custo deprodutos Ush (164) @) (314) (155) 910 (109) (140) (129) (184) (562)
Quiras despesas/recitas st @) 8 (5) ©7) (263 32 (63) (32) 67 (194)
Deprediagio, amartizagioe eaustéo Us$ 12 16 16 16 60 10 1 12 12 45
EHTDA > S 136 254 490 347 1.227 12 146 150 126 544
Depreciagio, amartizagoe eaustéo s (12) (16 (16) (19 60 (10) (11) (12) (12) (45)
EBT > 5% 124 28 474 331 1.167 112 135 138 114 499
Restitado de participeghes socielérias Ush & 1 3 4 2 3 7 2 14
Restitado firenceiro licuido s 12 (@81) 4 (39 35 14 25 15 89
Lucro (prejLizo) antes doIRCSL s 131 357 194 1] 2 149 152 170 131 602
IRCL sh &6 (162 (30) (17), (143) (29) (34) (35) @) (119)
Resuiltado do exercicio > 55 197 195 164 73 | 120 118 135 110 483






