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GLOSSARY 

Alumina ........................................................  Aluminum oxide.  It is the main component of bauxite, and extracted 
from bauxite ore in a chemical refining process.  It is the principal 
raw material in the electro-chemical process from which aluminum is 
produced. 

ANEEL.........................................................  Agência Nacional de Energia Elétrica, the Brazilian electrical 
energy regulatory agency. 

Anthracite .....................................................  The hardest coal type which contains a high percentage of fixed 
carbon and a low percentage of volatile matter.  Anthracite is the 
highest rank coal and it contains approximately 90% fixed carbon, 
more than any other form of coal.  Anthracite has a semi-metallic 
luster and is capable of burning with little smoke.  Mainly used for 
metallurgical purposes. 

ANTT ...........................................................  Agência Nacional de Transportes Terrestres, the Brazilian 
regulatory agency for the transportation sector. 

Bauxite..........................................................  A rock composed primarily of hydrated aluminum oxides.  It is the 
principal ore of alumina, the raw material from which aluminum is 
made. 

Beneficiation.................................................  A variety of processes whereby extracted ore from mining is reduced 
to particles that can be separated into mineral and waste, the former 
suitable for further processing or direct use. 

BNDES.........................................................  Banco Nacional de Desenvolvimento Econômico e Social, the 
Brazilian National Development Bank. 

Coal ..............................................................  Coal is a black or brownish-black solid combustible substance 
formed by the decomposition of vegetable matter without access to 
air.  The rank of coal, which includes anthracite, bituminous coal 
(both are called hard coal), subbituminous coal, and lignite, is based 
on fixed carbon, volatile matter, and heating value. 

Coke..............................................................  Coal that has been processed in a coke oven, for use as a reduction 
agent in blast furnaces and in foundries for the purposes of 
transforming iron ore into pig iron. 

Coking coal...................................................  A bituminous hard coal with a quality that allows the production of 
coke.  Normally used in coke ovens for metallurgical purposes. 

Concentration ...............................................  Physical, chemical or biological process to increase the grade of the 
metal or mineral of interest. 

Copper ..........................................................  A reddish brown metallic element.  Copper is remarkably 
conductive, both thermally and electrically.  It is highly malleable 
and ductile and is easily rolled into sheet and drawn into wire. 

Copper concentrate .......................................  Material produced by concentration of copper minerals contained in 
the copper ore.  It is the raw material used by the smelters to produce 
copper metal. 

DR ................................................................  Direct Reduction.  Process that removes oxygen from iron ore by 
using natural gas.  The resulting product has an iron content of 90% 
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to 92%. 

DRI ...............................................................  Direct Reduced Iron.  Iron ore (lump or pellets) converted by the 
Direct Reduction process, used mainly as a scrap substitute in 
electric arc furnace steel making. 

DWT.............................................................  Deadweight ton.  The measurement unit of a vessel’s capacity for 
cargo, fuel oil, stores and crew, measured in metric tons of 1,000 kg.  
A vessel’s total deadweight is the total weight the vessel can carry 
when loaded to a particular load line. 

Fe unit...........................................................  A measure of the iron content in the iron ore that is equivalent to 1% 
iron content in one ton of iron ore. 

Ferroalloys....................................................  Ferroalloys are alloys of iron that contain one or more other chemical 
elements.  These alloys are used to add these other elements into 
molten metal, usually in steel making.  The principal ferroalloys are 
those of chromium, manganese, and silicon.   

FOB ..............................................................  Free on Board.  It indicates that the purchaser pays for shipping, 
insurance and all the other costs associated with transportation of the 
goods to their destination.   

Gold ..............................................................  A precious metal sometimes found free in nature, but usually found 
in conjunction with silver, quartz, calcite, lead, tellurium, zinc or 
copper.  It is the most malleable and ductile metal, a good conductor 
of heat and electricity and unaffected by air and most reagents. 

Grade ............................................................  The proportion of metal or mineral present in ore or any other host 
material. 

HBI ...............................................................  Hot Briquetted Iron.  Direct reduced iron that has been processed 
into briquettes.  Because DRI (direct reduced iron) may 
spontaneously combust during transportation, HBI is preferred when 
the metallic material must be stored or moved. 

Kaolin ...........................................................  A fine white aluminum silicate clay used as a coating agent, filler, 
extender and absorbent in the paper, ceramics and pharmaceutical 
industries. 

Lump ore ......................................................  Iron ore or manganese ore with the coarsest particle size in the range 
of 6.35 mm to 50 mm diameter, but varying slightly between 
different mines and ores. 

Manganese....................................................  A hard brittle metallic element found primarily in the minerals 
pyrolusite, hausmannite and manganate.  Manganese is essential to 
the production of virtually all steels and is important in the 
production of cast iron. 

Methanol.......................................................  An alcohol fuel largely used in the production of chemical and 
plastic compounds. 

Mineral deposit(s) or mineralized 
material(s) .................................................  

 
Refers to a mineralized body that has been intersected by a sufficient 
number of closely spaced drill holes and/or underground/surface 
samples to support sufficient tonnage and grade of metal(s) or 
mineral(s) of interest to warrant further exploration-development 
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work.   

Nickel ...........................................................  A silvery white metal that takes on a high polish.  It is hard, 
malleable, ductible, somewhat ferromagnetic, and a fair conductor of 
heat and electricity.  It belongs to the iron-cobalt group of metals and 
is chiefly valuable for the alloys it forms, such as stainless steel and 
other corrosion-resistant alloys. 

Ntk ................................................................  Net ton (the weight of the goods being transported excluding the 
weight of the wagon) kilometer. 

Open pit mining............................................  Method of extracting rock or minerals from the earth by their 
removal from an open pit.  Open-pit mines for extraction of ore are 
used when deposits of commercially useful minerals or rock are 
found near the surface; that is, where the overburden (surface 
material covering the valuable deposit) is relatively thin or the 
material of interest is structurally unsuitable for underground mining. 

Oxides...........................................................  Compounds of oxygen with another element.  For example, 
magnetite is an oxide mineral formed by the chemical union of iron 
with oxygen. 

Pellet feed fines or PFF (Ultra-fine) .............  Ultra-fine iron ore (less than 0.15 mm) generated by mining and 
grading.  This material is aggregated into pellets through an 
agglomeration process. 

Pellets ...........................................................  Agglomerated ultra-fine iron ore particles of a size and quality 
suitable for particular steel making processes.  Our pellets range in 
size from 8 mm to 18 mm. 

Pig iron .........................................................  Product of smelting iron ore with coke and limestone in a blast 
furnace. 

Potash ...........................................................  A potassium chloride compound, chiefly KCl, used as simple 
fertilizer and in the production of mixture fertilizer. 

Primary aluminum ........................................  White metal that is obtained in the electro-chemical process of 
reduction of the aluminum oxide. 

Probable reserves..........................................  Reserves for which quantity and grade and/or quality are computed 
from information similar to that used for proven (measured) reserves, 
but the sites for inspection, sampling and measurement are farther 
apart or are otherwise less adequately spaced.  The degree of 
assurance, although lower than that for proven (measured) reserves, 
is high enough to assume continuity between points of observation. 

Proven reserves.............................................  Reserves for which (1) quantity is computed from dimensions 
revealed in outcrops, trenches, workings or drill holes; (2) grade 
and/or quality are computed from the results of detailed sampling; 
and (3) the sites for inspection, sampling and measurement are 
spaced so closely and the geologic character is so well defined that 
size, shape, depth and mineral content of reserves are well-
established. 

Reserve .........................................................  Refers to that part of a mineral deposit that could be economically 
and legally extracted or produced at the time of the reserve 
determination. 
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Run-of-mine .................................................  Ore in its natural (unprocessed) state, as mined, without having been 
crushed. 

Seaborne market ...........................................  Comprises the total ore trade (exports) between countries using 
ocean bulk vessels. 

Sinter feed (Fines) ........................................  Refers to iron ore with particles in the range of 0.15 mm to 6.35 mm 
diameter.  Suitable for sintering. 

Sintering .......................................................  Refers to the agglomeration of small particles into a coherent mass 
by heating without melting. 

Slabs .............................................................  The most common type of semi-finished steel.  Traditional slabs 
measure 10 inches thick and 30-85 inches wide (and average 
approximately 20 feet long), while the output of the recently 
developed “thin slab” casters is approximately two inches thick.  
Subsequent to casting, slabs are sent to the hot-strip mill to be rolled 
into coiled sheet and plate products. 

Thermal coal .................................................  Refers to the type of hard coal that is suitable to energy generation 
after its steaming properties (for use in thermal power stations). 

Ton................................................................  Metric ton, equaling 1,000 kilograms. 

Troy ounce....................................................  One troy ounce equals 31.103 grams. 

Underground mining.....................................  Mineral exploitation in which extraction operations are carried out 
beneath the earth’s surface. 

 

PRESENTATION OF FINANCIAL INFORMATION 

We have prepared our financial statements appearing in this annual report in accordance with generally 
accepted accounting principles in the United States (U.S. GAAP), which differ in certain respects from accounting 
practices adopted in Brazil (defined as Brazilian GAAP).  Brazilian GAAP is determined by the requirements of 
Law No.  6,404, dated December 15, 1976, as amended (the Brazilian Corporate Law), and the rules and regulations 
of the Comissão de Valores Mobiliários, or CVM, the Brazilian Securities Commission.  We also publish Brazilian 
GAAP financial statements in Brazil, which we refer to as our Brazilian Corporate Law financial statements.  We 
use our Brazilian Corporate Law financial statements for: 

• reports to Brazilian shareholders; 

• filings with the CVM; 

• determination of dividend payments; and 

• determination of tax liability. 

Our financial statements and the other financial information appearing in this annual report have been translated 
from Brazilian reais into U.S. dollars on the basis explained in Note 3 to our financial statements unless we indicate 
otherwise. 

 

References to “real,” “reais” or “R$” are to Brazilian reais (plural) and to the Brazilian real (singular), the 
official currency of Brazil.  References to “U.S. dollars,” “dollars” or “US$” are to United States dollars. 
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Unless otherwise specified, we use metric units.  For example, “tons” refer to metric tons. 

References to “CVRD” are to Companhia Vale do Rio Doce.  References to “Vale Overseas” are to Vale 
Overseas Limited.  References to “us” or “we” are to CVRD and, unless where the context otherwise requires, its 
consolidated subsidiaries.   

References to our “ADSs” or “American Depositary Shares” include both our common American Depositary 
Shares (our common ADSs), each of which represents one common share of CVRD, and our preferred American 
Depositary Shares (our preferred ADSs), each of which represents one preferred class A share of CVRD.  American 
Depositary Shares are represented by American depositary receipts (ADRs) issued by JPMorgan Chase Bank, as 
depositary. 

PRESENTATION OF INFORMATION CONCERNING RESERVES 

The estimates of the proven and probable reserves at our mines and the estimates of mine life, as of December 
31, 2005, included in this annual report have been calculated according to the technical definitions required by the 
U.S. Securities and Exchange Commission, or the SEC.  Our staff of experienced geologists prepares our reserve 
estimates.  We derived estimates of mine life described in this annual report from such reserve estimates.  We 
periodically engage independent mining and geological consultants to review estimates of our mineral reserves.  We 
have adjusted ore reserve estimates for extraction losses and metallurgical recoveries during extraction for 
manganese ore and bauxite deposits.  Our reserve estimates of iron ore, kaolin, copper and potash are reported as in 
situ tons with adjustments for dilution and mining losses.  See Item 3.  Key Information—Risk Factors—Risks 
Relating to Our Business for a description of risks relating to reserves and reserves estimates.  Except as otherwise 
indicated, AMEC E&C Services, Inc. (AMEC) has audited the estimates of proven and probable reserves as of 
December 31, 2005 presented in this annual report.   

FORWARD-LOOKING STATEMENTS 

This annual report contains statements that constitute forward-looking statements within the meaning of the 
U.S. Private Securities Litigation Reform Act of 1995.  Many of the forward-looking statements contained in this 
annual report can be identified by the use of forward-looking words such as “anticipate,” “believe,” “could,” 
“expect,” “should,” “plan,” “intend,” “estimate” and “potential,” among others.  Those statements appear in a 
number of places in this annual report and include statements regarding our intent, belief or current expectations 
with respect to:   

• our direction and future operation; 

• the implementation of our principal operating strategies, including our potential participation in 
privatization, acquisition or joint venture transactions or other investment opportunities; 

• our acquisition or divestiture plans; 

• the implementation of our financing strategy and capital expenditure plans; 

• the implementation of our operational excellence program; 

• the exploration of mineral reserves and development of mining facilities; 

• the depletion and exhaustion of mines and mineral reserves; 

• the declaration or payment of dividends; 

• industry trends, including the direction of prices and expected levels of supply and demand; 

• other factors or trends affecting our financial condition or results of operations; and 

• the factors discussed under Item 3.  Key Information—Risk Factors. 
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We caution you that forward-looking statements are not guarantees of future performance and involve risks and 
uncertainties.  Actual results may differ materially from those in the forward-looking statements as a result of 
various factors, including those identified under Item 3.  Key Information—Risk Factors.  These risks and 
uncertainties include factors relating to the Brazilian economy and securities markets, which exhibit volatility and 
can be adversely affected by developments in other countries, factors relating to the iron ore business and its 
dependence on the global steel industry, which is cyclical in nature, and factors relating to the highly competitive 
industries in which we operate.  For additional information on factors that could cause our actual results to differ 
from expectations reflected in forward-looking statements, please see Item 3.  Key Information—Risk Factors, and 
our reports filed with the SEC.  Forward-looking statements speak only as of the date they are made, and we do not 
undertake any obligation to update them in light of new information or future developments. 

PART I 

Item 1. Identity of Directors, Senior Management and Advisers 

Not applicable. 

Item 2. Offer Statistics and Expected Timetable 

Not applicable. 
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Item 3. Key Information 

SELECTED FINANCIAL DATA 

The table below presents selected consolidated financial information as of and for the periods indicated.  You 
should read this information together with our consolidated financial statements appearing in this annual report. 

Statement of Income Data
 For the year ended December 31, 
 2001 2002 2003 2004 2005 

(in millions of US$) 
      

Net operating revenues.............................................. US$ 3,935 
 
US$ 4,123 

 
US$ 5,350 

 
US$ 8,066 

 
US$12,792 

Cost of products and services.................................... (2,272) (2,263) (3,128) (4,081) (6,229) 
Selling, general and administrative expenses ........... (241) (224) (265) (452) (583) 
Research and development........................................ (43) (50) (82) (153) (277) 
Employee profit sharing plan .................................... (38) (38) (32) (69) (97) 
Other expenses........................................................... (379) (119) (199) (188) (174) 
Operating income ...................................................... 962 1,429 1,644 3,123 5,432 
Non-operating income (expenses):      
 Financial income (expenses)................................. (200) (248) (249) (589) (437) 
 Foreign exchange and monetary losses, net ......... (426) (580) 242 65 299 
 Gain on sale of investments .................................. 784 — 17 404 126 
  Subtotal ............................................................ 158 (828) 10 (120) (12) 

Income before income taxes, equity results and 
minority interests .................................................. 1,120 

 
601 

 
1,654 

 
3,003 

 
5,420 

Income taxes benefit (charge) ................................... 218 149 (297) (749) (880) 
Equity in results of affiliates and joint ventures and 

change in provision for losses on equity  
investments ........................................................... (53) 

 
 

(87) 

 
 

306 542 760 
Minority interests ...................................................... 2 17 (105) (223) (459) 
Change in accounting practice for asset retirement 

obligations............................................................. — 
 

— 
 

(10) 
 

 — 
 

 — 

Net income................................................................. US$ 1,287 US$ 680 US$ 1,548 US$ 2,573 US$ 4,841 
      
Total cash paid to shareholders(1) ............................ US$ 1,066 US$ 602 US$ 675 US$ 787 US$ 1,300 
    
(1)  Total cash paid to shareholders consists of cash paid during the period in respect to interest on shareholders’ equity and dividends. 
 

Per Share Data – Earnings and Dividends
 For the year ended December 31, 
 2001 (1) 2002 (1) 2003 (1)  2004 (1) 2005 

(in US$ except recorded dividends and interest on shareholders’  
equity per share in reais and share numbers) 

      
      
Basic earnings per Common and Preferred Class A

Share(2).................................................................. US$ 1.11 US$ 0.59 
 
US$ 1.34 

 
US$ 2.23 

 
US$ 4.20 

Diluted Earnings per Common and Preferred Class 
A Share (2) ............................................................ US$ 1.11 US$ 0.59 

 
US$ 1.34 

 
US$ 2.23 

 
US$ 4.20 

Distributions on shareholders’ equity per share in 
US$(3) ................................................................... US$ 0.88 US$ 0.56 

 
US$ 0.59 

 
US$ 0.68 

 
US$ 1.14 

Distributions on shareholders’ equity per share in 
reais(3) .................................................................. R$ 1.88 R$ 1.66 

 
R$ 1.68 

 
R$ 1.95 

 
R$ 2.68 

Weighted average number of shares outstanding (in 
thousands):      

Common shares(2)............................................ 749,592 749,592 734,804 735,804 735,804 
Preferred class A shares(2) ............................... 405,126 405,126 415,714 415,716 415,716 

Total ............................................................. 1,154,718 1,154,718 1,151,518 1,151,520 1,151,520 
     

(1)  In August 2004, a three for one stock split was carried out.  Share and per-share amounts for all periods give effect to the stock split.  
The share numbers set forth in this table do not give effect to the two for one stock split approved by our shareholders in April 2006.  

(2) Each common American depositary share represents one common share and each preferred American depositary share represents one 
preferred class A share. 

(3) Our distributions to shareholders may take the form of dividends or of interest on shareholders’ equity.  From 1997 to 2003, all 
distributions were in the form of interest on shareholders’ equity.  From 2004 to 2005, part of the distribution was made in the form of 
interest on shareholders’ equity and part as dividends.  The amount shown represents distributions paid during the year.  
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Balance Sheet Data

 At December 31, 
 2001 2002 2003 2004 2005 
 (in millions of US$) 

      
      

 
Current assets..................................................................... US$ 2,638 US$ 2,589 US$ 2,474 US$ 3,890 US$ 4,775 
Property, plant and equipment, net.................................... 3,813 3,297 6,484 9,063 14,166 
Investments in affiliated companies and joint ventures 

and other investments ................................................... 1,218 732 1,034 1,159 1,672 
Other assets........................................................................ 1,839 1,337 1,442 1,603 2,031 

Total assets ............................................................... US$ 9,508 US$ 7,955 US$ 11,434 US$ 15,715 US$ 22,644 

Current liabilities ............................................................... 1,921 1,508 2,253 2,455 3,325 
Long-term liabilities (1) ....................................................  772  774 1,201 1,867 2,410 
Long-term debt (2) ............................................................ 2,170 2,359 2,767 3,214 3,714 

Total liabilities.......................................................... 4,863 4,641 6,221 7,536 9,449 
Minority interest ................................................................  5  27  329  788  1,218 
Shareholders’ equity:      

Capital stock.................................................................. 2,211 2,446 2,869 3,209 5,868 
Additional paid-in capital .............................................  498  498  498  498  498 
Reserves and retained earnings..................................... 1,931 343 1,517 3,684 5,611 

Total shareholders’ equity ........................................ 4,640 3,287 4,884 7,391 11,977 

Total liabilities and shareholders’ equity ................. US$ 9,508 US$ 7,955 US$ 11,434 US$ 15,715 US$ 22,644 
 
(1)  Excludes long-term debt. 
(2) Excludes current portion of long-term debt.   
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EXCHANGE RATES 

The Central Bank of Brazil (the “Central Bank”) allows the real/U.S. dollar exchange rate to float freely, and it 
has intervened occasionally to control unstable movements in foreign exchange rates.  We cannot predict whether 
the Central Bank or the Brazilian government will continue to let the real float freely or will intervene in the 
exchange rate market through a currency band system or otherwise.  The real may depreciate or appreciate against 
the U.S. dollar substantially in the future.  For more information on these risks, see Item 3.  Key Information—Risk 
Factors—Risks Relating to Brazil. 

Prior to March 14, 2005, under Brazilian regulations, foreign exchange transactions were carried out on either 
the commercial rate exchange market or the floating rate exchange market.  Rates in the two markets were generally 
the same.  The table uses the commercial selling exchange rate prior to March 14, 2005.   

The following table sets forth the selling exchange rate, expressed in reais per U.S. dollar (R$/US$), for the 
periods indicated. 

  
 
Year  ended December 31,

 
Period-end 

Average for 
Period (1) 

 
Low 

 
High 

     
2001 ......................................................................... R$    2.320 R$    2.353 R$    1.936 R$    2.801 
2002 ......................................................................... 3.533 2.998 2.271 3.955 
2003 ......................................................................... 2.889 3.060 2.822 3.662 
2004 ......................................................................... 2.654 2.917 2.654 3.205 
2005 ......................................................................... 2.341 2.412 2.163 2.762 

     
Month     
December 2005 ....................................................... 2.341  2.180 2.373 
January 2006 ........................................................... 2.216  2.212 2.346 
February 2006 ......................................................... 2.136  2.118 2.222 
March 2006 ............................................................. 2.172  2.107 2.224 
April 2006................................................................ 2.089  2.089 2.154 
May 2006 (until May 23) ........................................ 2.260  2.059 2.288 
 
(1) Average of the rates of each period, using the average of the exchange rates on the last day of each month during each period. 
Source:  Central Bank of Brazil. 

 
On May 23, 2006, the selling exchange rate was R$2.260 per US$1.00. 

RISK FACTORS 

Risks Relating to Our Business 

Due to our dependence on the global steel industry, fluctuations in the demand for steel could adversely 
affect our business. 

Sales prices and volumes in the seaborne iron ore market depend on the prevailing and expected level of 
demand for iron ore in the world steel industry.  The world steel industry is cyclical.  A number of factors, the most 
significant of these being the prevailing level of worldwide demand for steel products, influence the world steel 
industry.  During periods of sluggish or declining regional or world economic growth, demand for steel products 
generally decreases, which usually leads to corresponding reductions in demand for iron ore.   

Driven primarily by strong demand from Chinese steel makers, together with a modest expansion in other 
markets, the global seaborne iron ore market experienced high demand and rising iron ore and pellet prices in 2005.  
We cannot guarantee how long that demand will remain at current high levels or the direction of future prices.  
Sustained declines in world contract prices or sales volumes for iron ore could have a material adverse effect on our 
revenues. 
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The mining industry is an intensely competitive industry, and we may have difficulty effectively competing 
with other mining companies in the future. 

Intense competition characterizes the worldwide iron ore industry.  We compete with a number of large mining 
companies.  Some of these competitors possess substantial iron ore mineral deposits at locations closer to our 
principal Asian and European customers.  Competition from iron ore producers may result in our losing market 
share and revenues.  Our aluminum, manganese ore, copper concentrate and other activities are also subject to 
intense competition and are subject to similar risks. 

Demand for iron ore and pellets in peak periods may outstrip our production capacity, rendering us unable 
to satisfy customer demand. 

Our ability to rapidly increase production capacity to satisfy increases in demand for iron ore is limited.  In 
periods when customer demand exceeds our production capacity, we generally satisfy excess customer demand by 
reselling iron ore and pellets purchased from joint ventures or third parties.  If we are unable to satisfy excess 
customer demand by purchasing from joint ventures or third parties, we may lose customers.  Similarly, because it 
takes time to increase production capacity, we may fail to complete our iron ore expansion projects in time to take 
advantage of the current high levels of worldwide demand for iron ore.  In addition, operating at or above full 
capacity may expose us to higher costs, including demurrage fees due to capacity restraints in our mines, railroads 
and ports. 

Adverse economic developments in our principal markets, especially China, could reduce demand for our 
products, leading to lower revenues and profitability. 

The world economy is the primary driver of demand in the global seaborne market for iron ore and pellets.  In 
recent years, China has been the main driver of our sales increases.  In 2005, 20.0% of our iron ore and pellet gross 
revenues were attributable to customers in China, and customers in China accounted for 15.0% of our total gross 
revenues.  During the same period, 14.2% of our gross revenues were attributable to customers from Asian countries 
other than China and 28.4% were attributable to sales to European customers.  A weakened global economy or a 
weakened economy in specific markets where we sell our products, such as China, could reduce demand, leading to 
lower revenues and profitability. 

Aluminum and copper are actively traded on world commodity exchanges and their prices are subject to 
significant fluctuations.   

Aluminum and copper are sold in an active world market and traded on commodity exchanges, such as the 
London Metal Exchange and the New York Mercantile Exchange (NYMEX).  Prices for these metals are subject to 
wide fluctuations and are affected by many factors, including actual and expected global economic and political 
conditions, levels of supply and demand, the availability and cost of substitutes, inventory levels maintained by 
producers, investments by commodity funds and others, and actions of participants in the commodity markets.  
Prices for these metals are more volatile than iron ore and pellet prices because they respond more quickly to actual 
and expected changes in market conditions.   

A reduction of global demand for Brazilian steel and/or agriculture products could reduce the demand for 
our logistics services. 

The Brazilian agriculture and steel industries are currently the primary drivers of demand for our logistics 
services to customers.  In 2005, approximately 78.6 % of our logistics revenues were attributable to these markets.  
A reduction in world demand for Brazilian steel and/or agriculture products could reduce demand for our logistics 
services and harm the profitability of our logistics business. 

Our reserve estimates may be materially different from mineral quantities that we may actually recover, our 
estimates of mine life may prove inaccurate and market price fluctuations and changes in operating and 
capital costs may render certain ore reserves or mineral deposits uneconomical to mine. 

Our reported ore reserves and mineral deposits are estimated quantities of ore and minerals that have the 
potential to be economically mined and processed under present and anticipated conditions to extract their mineral 
content.  There are numerous uncertainties inherent in estimating quantities of reserves and in projecting potential 
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future rates of mineral production, including many factors beyond our control.  Reserve engineering is a subjective 
process of estimating underground deposits of minerals that cannot be measured in an exact manner, and the 
accuracy of any reserve estimate is a function of the quality of available data and engineering and geological 
interpretation and judgment.  Estimates of different engineers may vary, and results of our mining and production 
subsequent to the date of an estimate may lead to revision of estimates.  Reserve estimates and estimates of mine life 
may require revision based on actual production experience and other factors.  For example, fluctuations in the 
market prices of ores and metals, reduced recovery rates or increased production costs due to inflation or other 
factors may render proven and probable reserves containing relatively lower grades of mineralization uneconomic to 
exploit and may ultimately result in a restatement of reserves. 

We may not be able to replenish our reserves, which could adversely affect our mining prospects. 

We engage in mineral exploration, which is highly speculative in nature, involves many risks and frequently is 
nonproductive.  Our exploration programs, which involve significant capital expenditures, may fail to result in the 
expansion or replacement of reserves depleted by current production.  If we do not develop new reserves, we will 
not be able to sustain our current level of production beyond the remaining life of our existing mines.   

Even if we discover mineral deposits, we remain subject to drilling and production risks, which could 
adversely affect the mining process. 

Once mineral deposits are discovered, it can take a number of years from the initial phases of drilling until 
production is possible, during which the economic feasibility of production may change.  Substantial time and 
expenditures are required to: 

• establish ore reserves through drilling; 

• determine appropriate mining and metallurgical processes for optimizing the recovery of metal contained in 
ore; 

• obtain environmental and other licenses; 

• construct mining, processing facilities and infra-structure required for greenfield properties; and 

• obtain the ore or extract the metals from the ore. 

If a project proves not to be economically feasible by the time we are able to exploit it, we may incur substantial 
write-offs.  In addition, potential changes or complications involving metallurgical and other technological processes 
arising during the life of a project may result in cost overruns that may render the project not economically feasible. 

We may experience delays, higher than expected costs, difficulties in obtaining environmental permits and 
other obstacles when implementing our capital expenditure projects. 

We are investing heavily to further increase our production capacity, logistics capabilities and to expand the 
scope of minerals we produce.  Our expansion and mining projects are subject to a number of risks that may make 
them less successful than anticipated, including: 
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• we may encounter delays or higher than expected costs in obtaining the necessary equipment or services to 
build and operate our projects; 

• we may fail to obtain or experience delays or higher than expected costs in obtaining the required 
environmental permits to build our projects; 

• changes in market conditions may make our projects less profitable than expected at the time we initiated 
work on the project; and  

• adverse mining conditions may delay and hamper our ability to produce the expected quantities of 
minerals. 

If we are unable to successfully manage these risks, our growth prospects and profitability may suffer. 

We face rising extraction costs over time as reserves deplete. 

Reserves are gradually depleted in the ordinary course of a given mining operation.  As mining progresses, 
distances to the primary crusher and to waste deposits become longer and pits become steeper.  As a result, over 
time, we usually experience rising unit extraction costs with respect to each mine.  Several of our mines have 
operated for long periods, and we will likely experience rising extraction costs per unit in the future at these 
operations. 

An increase in fuel costs may adversely affect our business. 

Our operations rely in part on oil and gas, which represented 10.1% of our cost of goods sold in 2005.  Fuel 
costs are a major component of our total costs in our logistics and pellets businesses, and indirectly affect numerous 
other areas of our business, including our mining and aluminum-related businesses.  An increase in oil and gas 
prices adversely affects margins in our logistics, mining, pellets and aluminum-related businesses. 

We are involved in ongoing antitrust proceedings that could result in divestitures, fines or other restrictions 
that could harm our business. 

We are currently involved in seven proceedings before the Conselho Administrativo de Defesa Econômica, or 
CADE, which is the primary Brazilian antitrust regulator.  Five of these proceedings involve post-transaction review 
of acquisition or joint venture transactions, which is required for nearly all of our acquisitions and joint ventures. 
The remaining two proceedings are administrative proceedings alleging that we have engaged in illegal 
anticompetitive conduct in connection with our logistics business.  We intend to defend these claims vigorously, but 
cannot predict their outcome.  If CADE were to find that we have engaged in anticompetitive conduct, it could order 
us to cease the conduct and/or to pay fines.   

CADE recently rendered its decision in connection with its post-transaction review of our acquisitions of 
Socoimex, Samitri, Ferteco, Belém and CAEMI, and the agreement to unwind the cross-shareholdings between us 
and Companhia Siderúrgica Nacional, or CSN.  On August 10, 2005, CADE issued a decision approving these 
acquisitions, subject to certain conditions.  Under the conditions set forth in CADE’s decision, we must either 
(i) fully waive our preemptive rights relating to the Casa de Pedra iron ore mine and restructure our equity stake in 
MRS Logística or (ii) sell all our assets that were previously owned by Ferteco Mineração S.A., a company we 
acquired in 2001 and consolidated in August 2003.  For more information, see Item 8.  Financial Information—
Legal Proceedings.  If we are required to implement the steps called for in CADE’s decision, our iron ore and 
logistics operations may be adversely affected.   

Our principal shareholder could have significant influence over our company. 

On April 30, 2006, Valepar owned 53.3% of our outstanding common stock and 32.3% of our total outstanding 
capital.  For a description of the ownership of our shares, see Item 7.  Major Shareholders and Related Party 
Transactions—Major Shareholders—Principal Shareholder.  As a result of its share ownership, Valepar can control 
the outcome of any action requiring shareholder approval, except for the appointment of certain directors and certain 
members of our fiscal council.  Further, the Brazilian government owned three golden shares of CVRD that give it 
limited veto powers over certain actions that we could otherwise take.  For a detailed description of the veto powers 
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granted to the Brazilian government by virtue of its ownership of these golden shares, see Item 10.  Additional 
Information—Common Shares and Preferred Shares—General. 

Many of our operations depend on joint ventures; our business could be adversely affected if our joint 
venture partners do not observe their commitments. 

We currently operate important parts of our pelletizing, electric energy, aluminum, bauxite, coal and steel 
businesses through joint ventures with other companies.  Our forecasts and plans for these joint ventures assume that 
our joint venture partners will observe their obligations to make capital contributions, purchase products and, in 
some cases, provide managerial talent.  If any of our joint venture partners fails to observe its commitments, the 
affected joint venture may not be able to operate in accordance with its business plans or we may have to increase 
the level of our investment to give effect to these plans.  For more information on our joint ventures, see Item 4.  
Information on the Company—Lines of Business. 

Our market risk management strategy may not be effective. 

We are exposed to traditional market risks such as fluctuations in interest rates, exchange rates and commodity 
prices.  In order to protect ourselves against market volatility, our Board of Directors has approved a risk 
management policy.  See Item 11.  Quantitative and Qualitative Disclosures About Market Risk.  Our strategy may 
not be successful in minimizing our exposure to these fluctuations, and we may fail to identify correlations between 
the various market risks to which we are subject.  In addition, to the extent we partially hedge our commodity price 
exposure, we may limit the upside benefits that we would otherwise experience if commodities prices were to 
increase.  

Failure to maintain effective internal control over financial reporting could harm investor confidence in the 
integrity of our financial information, which could have an adverse impact on the trading price of our 
securities.   

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, beginning with our Annual Report on Form 20-F 
for the fiscal year ending December 31, 2006, we will be required to furnish a report by our management on our 
internal control over financial reporting.  Such report will contain, among other matters, an assessment of the 
effectiveness of our internal control over financial reporting as of the end of the fiscal year, including a statement as 
to whether or not our internal control over financial reporting is effective.  This assessment must include disclosure 
of any material weaknesses in our internal control over financial reporting identified by management.  Such report 
will also contain a statement that our auditors have issued an attestation report on management's assessment of such 
internal controls.   

If we identify material weaknesses in our internal control over financial reporting and we are unable to correct 
them in a timely manner, our management may be unable to conclude in its internal control report that our internal 
control over financial reporting is effective, which could cause investor confidence in the integrity of our financial 
reporting to suffer, lead to a decline in the trading price of our securities or limit our ability to access the capital 
markets.   

We may not have adequate, if any, insurance coverage for some business risks that could lead to 
economically harmful consequences to us. 

Our businesses are generally subject to a number of risks and hazards, including: 

• industrial accidents; 

• railroad accidents; 

• labor disputes; 

• slope failures; 

• environmental hazards; 



 

   16 
 

 

• electricity stoppages; 

• equipment or vessel failures; and 

• severe weather and other natural phenomena. 

These occurrences could result in damage to, or destruction of, mineral properties, production facilities, 
transportation facilities, equipment or vessels.  They could also result in personal injury or death, environmental 
damage, waste of resources or intermediate products, delays or interruption in mining, production or transportation 
activities, monetary losses and possible legal liability.  The insurance we maintain against risks that are typical in 
our business may not provide adequate coverage.  Insurance against some risks (including liabilities for 
environmental pollution or certain hazards or interruption of certain business activities) may not be available at a 
reasonable cost or at all.  As a result, accidents or other negative developments involving our mining, production or 
transportation facilities could have a material adverse effect on our operations. 

If we are unable to successfully manage the health and safety risks to which our business exposes our 
employees, our business may be adversely affected. 

We operate in regions where tropical diseases are prevalent, and we are developing a potential coal mining 
operation in Mozambique, where AIDS, malaria and other contagious diseases endemic to that area are a major 
public health issue.  If we are unable to adequately protect our employees from these diseases or are unable to ensure 
the health and safety of our employees, our business may be adversely affected. 

We may face a shortage in our supply of mining equipment due to increased consumption by mining 
companies that exceeds suppliers’ capacity.   

Although manufacturers of mining and drilling equipment have increased their capacity in the last two years, 
the capacity increases were not sufficient to compensate for the significant increase in demand for mining 
equipment.  The increase in delivery lead times is expected to continue, which may lead to higher costs and delays 
in our production. 

In particular, since early 2004, the global mining industry has experienced shortages of off-the-road (“OTR”) 
tires.  There are only five radial tire factories worldwide and each is working at maximum capacity.  Although the 
three major suppliers have announced more than US$300 million in investments to increase capacity over the next 
three years, these capacity increases are not expected to meaningfully reduce the risk of shortages before late 2007.  
In response to these shortages, mining industry participants are exploring alternatives, such as bias ply tires, which 
have lower performance ratings than radial tires.  If we are unable to secure sufficient OTR tires or alternative tires 
to maintain our operations, we may suffer temporary reductions in our production capacity. 

 
Actions by protestors, including from indigenous communities that live near our mining sites, may hamper 
our mining and logistic operations. 

Protestors, including from indigenous communities living in areas where we operate, may take actions to 
disrupt our operations in an effort to influence us to continue or increase the level of support we provide to such 
communities.  Additionally, protestors from such communities may take actions to hamper the operations of certain 
of our railroads, in an effort to influence other institutions, such as local governments, to respond to their social 
claims.  Future efforts by protestors to disrupt our operations could have an adverse impact on our results of 
operations. 

Risks Relating to Brazil 

The Brazilian government has historically exercised, and continues to exercise, significant influence over the 
Brazilian economy.  Brazilian political and economic conditions have a direct impact on our business and 
the market price of our securities. 

The Brazilian government frequently intervenes in the Brazilian economy and occasionally makes substantial 
changes in policy, as often occurs in other emerging economies.  The Brazilian government’s actions to control 
inflation and carry out other policies have in the past involved wage and price controls, currency devaluations, 
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capital controls and limits on imports, among other things.  Our business, financial condition and results of 
operations may be adversely affected by factors in Brazil including: 

• currency volatility; 

• inflation acceleration; 

• monetary policy and interest rate increases; 

• fiscal policy and tax changes; 

• international trade policy including tariff and non-tariff trade barriers; 

• foreign exchange controls; 

• energy shortages; and 

• other political, social and economic developments in or affecting Brazil. 

Inflation and government measures to curb inflation may contribute significantly to economic uncertainty in 
Brazil and to heightened volatility in the Brazilian securities markets and, consequently, may adversely affect 
the market value of our securities. 

Brazil has in the past experienced extremely high rates of inflation, with annual rates of inflation reaching as 
high as 2.567% in 1993 (as measured by the Índice Geral de Preços do Mercado published by Fundação Getúlio 
Vargas, or IGP-M Index).  More recently, Brazil’s rates of inflation were 25.3% in 2002, 8.7% in 2003, 12.4% in 
2004, 1.2% in 2005 and 0.27% in the four months ended April 30, 2006 (as measured by the IGP-M Index).  
Inflation, governmental measures to combat inflation and public speculation about possible future actions have in 
the past had significant negative effects on the Brazilian economy, and have contributed to economic uncertainty in 
Brazil and to heightened volatility in the Brazilian securities markets.  If Brazil experiences substantial inflation in 
the future, our costs may increase, our operating and net margins may decrease and, if investor confidence declines, 
the price of our securities may fall.  Inflationary pressures may also curtail our ability to access global financial 
markets and may lead to further government intervention in the economy, which could involve the introduction of 
government policies that may adversely affect the overall performance of the Brazilian economy. 

Fluctuations in the value of the real against the U.S. dollar may result in uncertainty in the Brazilian 
economy and the Brazilian securities market and could have a material adverse effect on our net income and 
cash flow. 

The Brazilian currency has historically suffered frequent devaluation.  In the past, the Brazilian government has 
implemented various economic plans and exchange rate policies, including sudden devaluations, periodic mini-
devaluations during which the frequency of adjustments has ranged from daily to monthly, floating exchange rate 
systems, exchange controls and dual exchange rate markets.  Although over long periods depreciation of the 
Brazilian currency generally is correlated with the differential in the inflation rate in Brazil versus the inflation rate 
in the U.S., depreciation over shorter periods has resulted in significant fluctuations in the exchange rate between the 
Brazilian currency and the U.S. dollar and other currencies. 

The real appreciated by 11.8% against the U.S. dollar in 2005, and appreciated by 10.7% during the first four 
months of 2006.  The exchange rate between the real and the U.S. dollar may continue to fluctuate and may rise or 
decline substantially from current levels. 

Depreciation of the Brazilian real against the U.S. dollar reduces the U.S. dollar value of the dividends paid to 
holders of our American Depositary Shares.  We attempt to mitigate this risk by setting our dividends in U.S. 
dollars.  However, shareholders are still exposed to currency volatility risk for a period of at least two weeks, as the 
U.S. dollar value of dividends is converted into reais at least two weeks prior to its distribution due to operational 
requirements to process the dividend payment.  Exchange rate volatility may have an impact on the price of our 
shares and bonds and can have a significant impact on our net income.  Depreciation of the real relative to the U.S. 
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dollar may require us to record substantial foreign exchange and monetary losses on our U.S. dollar-denominated 
debt, whereas appreciation of the real against the U.S. dollar generally leads to the opposite effect.  These foreign 
exchange and monetary gains or losses can be substantial, which can make our earnings from one period to the next 
more volatile.  Exchange rate variations also have a substantial impact on our revenues and costs, because most of 
our revenues are in U.S. dollars and most of our costs are in reais.  As a result, appreciation of the real against the 
U.S. dollar generally results in lower revenues and higher costs, which can hurt our operating profitability.  
Exchange rate variations also influence the Brazilian economy and inflation rates, which may lead the Brazilian 
government to adopt policies that may have an adverse impact on our business.  For additional information about 
historical exchange rates, see Item 3.  Key Information—Exchange Rates.   

Access to and the cost of borrowing in international capital markets for Brazilian companies are influenced 
by investor perceptions of risk in Brazil and other emerging economies, which may hurt our ability to 
finance our operations at an acceptable cost or reduce the trading price of our securities. 

International investors generally consider Brazil to be an emerging market.  As a result, economic and market 
conditions in other emerging market countries, especially those in Latin America, influence the market for securities 
issued by Brazilian companies.  Economic crises in one or more emerging market countries may reduce overall 
investor appetite for securities of emerging market issuers.  Past economic crises in emerging markets, such as in 
Southeast Asia, Russia and Argentina, have resulted in significant outflows of U.S. dollars from Brazil and caused 
Brazilian companies to face higher costs for raising funds, both domestically and abroad, and have effectively 
impeded the access to international capital markets for extended periods.  We cannot assure you that international 
capital markets will remain open to Brazilian companies or that prevailing interest rates in these markets will be 
advantageous to us.  In addition, future financial crises in emerging market countries may have a negative impact on 
the Brazilian markets, which could adversely affect the trading price of our securities. 

Brazilian government policies in the energy sector may have an adverse impact on the cost or supply of 
electricity for our aluminum-related and ferroalloy operations.   

We are a significant consumer of Brazil’s electricity production, and accounted for 4.4% of total consumption 
in Brazil in 2005.  Electricity costs are a significant component of the cost of producing aluminum and ferroalloys 
and represented 7.3% of our total cost of goods sold in 2005. 

Brazil faced a shortage of electric energy during the second half of 2001, which led to an energy-rationing 
program that required a decrease in electric energy consumption by at least 20%.  As a result of this program, we 
experienced a temporary reduction in our aluminum and ferroalloy production, both of which use significant 
amounts of electricity.  Although the electric energy shortages ended in late 2001, and energy-use restrictions were 
lifted in March 2002, we cannot assure you that Brazil will not experience future electric energy shortages.  Future 
shortages and government policies to respond to or prevent shortages may have an adverse impact on the cost or 
supply of electricity for our aluminum and ferroalloy operations. 

The Brazilian power generation business depends on concessions granted by the government and is regulated 
and supervised by ANEEL.  A new law for the electricity sector was approved by the Brazilian Congress in March 
2004 and established public auctions in order to trade excess electric energy available in the market.  Lower prices 
established in these auctions could discourage investments in additional generation capacity, which would increase 
the risk of energy shortages in the future.  Changes in the laws, regulations or governmental policies regarding the 
power sector or concession requirements could lower the returns we are expecting from our investments in power 
generation.  For more information on the regulations governing our energy production, see Item 4.  Information on 
the Company—Regulatory Matters. 

Our mining and logistics activities depend on authorizations of regulatory agencies, and changes in 
regulations could have an adverse effect on our business. 

Our mining and logistics activities in Brazil depend on authorizations and concessions by regulatory agencies of 
the Brazilian government.  Our exploration, mining, mineral processing and logistics activities are also subject to 
Brazilian laws and regulations, which can change at any time.  If these laws and regulations change in the future, 
modifications to our technologies and operations could be required, and we could be required to make unexpected 
capital expenditures.  For a more detailed discussion about the authorizations and concessions by regulatory 
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agencies of the Brazilian government upon which our mining and logistics activities depend, see Item 4.  
Information on the Company—Regulatory Matters. 

Brazilian environmental laws may adversely affect our mining and energy businesses.  

Our operations often involve using, handling, disposing and discharging hazardous materials into the 
environment or the use of natural resources, and are therefore subject to the environmental laws and regulations of 
Brazil.  Environmental regulation in Brazil has become stricter in recent years, and it is possible that more regulation 
or more aggressive enforcement of existing regulations will adversely affect us by imposing restrictions on our 
activities, creating new requirements for the issuance or renewal of environmental licenses, raising our costs or 
requiring us to engage in expensive reclamation efforts.   

Our projects often require us to obtain or renew environmental licenses.  Difficulties in obtaining those licenses 
may lead to construction delays or cost increases and in some cases may lead us to abandon a project.   

We are also subject to Brazilian environmental legislation that requires companies undertaking projects with 
significant environmental impact to pay an “environmental compensation” fee in the amount of at least 0.5% of the 
total investment in the venture.  There are numerous uncertainties about how this law will be applied in practice.  If 
the level of the fees actually charged were increased above 0.5%, it would significantly increase our costs and, 
depending on the magnitude of the fees involved, could have a material adverse effect on our liquidity and return on 
investments.  Uncertainties regarding calculation and payment of these fees may strain our relations with the 
Brazilian environmental authorities or lead to delays in obtaining necessary environmental permits.   

Brazilian laws restricting development in the Amazon region for legal reserve purposes may place limits on our 
ability to expand certain of our operations and to fully exploit our mineral rights in those regions.  See Item 4.  
Information on the Company—Regulatory Matters—Environmental Matters. 

Several Brazilian states in which we operate are currently considering implementing water usage fees under the 
National Hydrological Resources Policy.  This may require us to pay usage fees in the future for water rights that we 
currently use for free, which could considerably increase our costs in areas where water resources are scarce. 

In addition, we are currently a defendant in an action brought by the municipality of Itabira, in the state of 
Minas Gerais, Brazil, which alleges that our iron ore mining operations have caused environmental and social 
damages in Itabira.  If we do not prevail in this lawsuit, we could incur a substantial expense.  For more information 
on environmental laws and the legal challenges we face, see Item 4.  Information on the Company—Regulatory 
Matters—Environmental Matters and Item 8.  Financial Information—Legal Proceedings. 

Risks Relating to the American Depositary Shares 

Restrictions on the movement of capital out of Brazil may hinder your ability to receive dividends and 
distributions on American Depositary Shares and the proceeds from any sale of American Depositary 
Shares. 

The Brazilian government may impose restrictions on capital outflows whenever there is a serious imbalance in 
Brazil’s balance of payments or reason to foresee a serious imbalance.  This would hinder or prevent the custodian 
who acts on behalf of the depositary for the American Depositary Shares from converting proceeds from the shares 
underlying the American Depositary Shares into U.S. dollars and remitting those proceeds abroad.   

The Brazilian government imposed remittance restrictions for approximately six months in 1989 and early 
1990.  If enacted in the future, similar restrictions would hinder or prevent the conversion of dividends, distributions 
or the proceeds from any sale of shares from reais into U.S. dollars and the remittance of the U.S. dollars abroad.  In 
that event, the custodian, acting on behalf of the depositary, will hold the reais it cannot convert for the account of 
the holders of American depositary receipts who have not been paid.  The depositary will not invest the reais and 
will not be liable for interest on those amounts.  Furthermore, any reais so held will be subject to devaluation risk. 
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If you exchange American Depositary Shares for the underlying shares, you risk losing the ability to remit 
foreign currency abroad and Brazilian tax advantages. 

The Brazilian custodian for the shares underlying our American Depositary Shares will obtain an electronic 
registration from the Central Bank to entitle it to remit U.S. dollars abroad for payments of dividends and other 
distributions relating to the shares underlying our American Depositary Shares or upon the disposition of the 
underlying shares.  If you decide to exchange your American Depositary Shares for the underlying shares, you will 
be entitled to continue to rely, for five business days from the date of exchange, on the custodian’s electronic 
registration.  Thereafter, you may not be able to obtain and remit U.S. dollars abroad upon the disposition of, or 
distributions relating to, the underlying shares unless you obtain your own electronic registration by registering your 
investment in the underlying shares under Resolution No. 2,689 of the National Monetary Council, which entitles 
foreign investors to buy and sell securities on the São Paulo stock exchange, or BOVESPA.  For more information 
regarding these exchange controls, see Item 10.  Additional Information—Exchange Controls and Other Limitations 
Affecting Security Holders.  If you attempt to obtain your own electronic registration, you may incur expenses or 
suffer delays in the application process, which could delay your ability to receive dividends or distributions relating 
to the underlying shares or the return of your capital in a timely manner.  We cannot assure you that the custodian’s 
electronic registration or any certificate of foreign capital registration obtained by you will not be affected by future 
legislative changes, or that additional restrictions applicable to you, the disposition of the underlying shares or the 
repatriation of the proceeds from disposition will not be imposed in the future. 

Because we are not obligated to file a registration statement with respect to preemptive rights relating to our 
shares, you may be unable to exercise those preemptive rights. 

Holders of American depositary receipts that are residents of the United States may not be able to exercise 
preemptive rights, or exercise other types of rights, with respect to the underlying shares.  Your ability to exercise 
preemptive rights is not assured unless a registration statement is effective with respect to those rights or an 
exemption from the registration requirements of the Securities Act is available.  We are not obligated to file a 
registration statement relating to preemptive rights with respect to the underlying shares or to undertake steps that 
may be needed to make exemptions from registration available, and we cannot assure you that we will file any 
registration statement or take such steps.  If a registration statement is not filed and an exemption from registration 
does not exist, JPMorgan Chase Bank, as depositary for our American Depositary Shares, will attempt to sell the 
preemptive rights, and you will be entitled to receive the proceeds of the sale.  However, the preemptive rights will 
expire if the depositary cannot sell them.  For a more complete description of preemptive rights with respect to the 
underlying shares, see Item 10.  Additional Information—Common Shares and Preferred Shares—Preemptive 
Rights. 

Holders of our American Depositary Shares may encounter difficulties in the exercise of voting rights. 

Holders of our common and preferred class A shares are entitled to vote on shareholder matters.  You may 
encounter difficulties in the exercise of some of your rights as a shareholder if you hold our American Depositary 
Shares rather than the underlying shares.  For example, if we fail to provide the depositary with voting materials on 
a timely basis, you may not be able to vote by giving instructions to the depositary on how to vote for you. 

Our corporate affairs are governed by our bylaws and the Brazilian Corporate Law, which differ from the legal 
principles that would apply if we were incorporated in a jurisdiction in the United States or elsewhere outside Brazil.  
Under the Brazilian Corporate Law, holders of our common and preferred class A shares may have fewer and less 
well-defined rights to protect their interests relative to actions taken by our Board of Directors or by Valepar than 
under the laws of some jurisdictions outside Brazil. 

Although Brazilian law imposes restrictions on insider trading and price manipulation, the Brazilian securities 
markets are not as highly regulated and supervised as the U.S. securities markets or markets in certain other 
jurisdictions.  In addition, rules and policies against self-dealing and regarding the preservation of minority 
shareholder interests may be less well-developed and enforced in Brazil than in the United States, which could 
potentially disadvantage you as a holder of the underlying shares and American Depositary Shares.  For example, 
when compared to Delaware general corporation law, Brazilian corporate law and practice has less detailed and 
well-established rules and judicial precedents relating to the review of management decisions against duty of care 
and duty of loyalty standards in the context of corporate restructurings, transactions with related parties, and sale-of-
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business transactions.  In addition, shareholders in Brazilian companies ordinarily do not have standing to bring a 
class action.   

In addition, as a foreign private issuer, we are not required to follow many of the corporate governance rules 
that apply to U.S. domestic issuers with securities listed on the New York Stock Exchange, or the NYSE.  For more 
information concerning our corporate governance policies, see Item 6.  Directors, Senior Management and 
Employees. 

Item 4. Information on the Company 

BUSINESS OVERVIEW 

General 

We are the world’s largest producer and exporter of iron ore and pellets, the largest metals and mining company 
in the Americas and one of the largest private sector companies in Latin America by market capitalization.  We hold 
exploration claims that cover 8.7 million hectares (21.5 million acres) in Brazil, and 19.8 million hectares (48.9 
million acres) in Angola, Argentina, Australia, Chile, Gabon, Guinea, Mongolia, Mozambique, Peru and South 
Africa.  We operate large logistics systems, including railroads and ports that are integrated with our mining 
operations.  Directly and through affiliates and joint ventures, we have major investments in the aluminum-related, 
energy and steel businesses.  We are investing in copper, nickel and coal exploration, and our first copper mine 
began operations in June 2004.   

Our main lines of business are: 

• Ferrous minerals (75% of 2005 consolidated gross operating revenues).  We operate two fully integrated 
world-class systems in Brazil for producing and distributing iron ore (the Northern System and the 
Southern System), consisting of mines, railroads and port and terminal facilities, and a third system 
consisting of MBR’s mines and port facilities.  At December 31, 2005, we had a total of 7,981 million tons 
of proven and probable iron ore reserves in our three systems in Brazil, with an average grade of 52.1% 
iron in our Southern System, 66.8% in our Northern System and 59.8% in MBR’s iron ore mines.  We also 
operate ten pellet-producing facilities, six of which are joint ventures with partners, and have a 50% stake 
in a joint venture that owns and operates two pelletizing plants.  We are one of the world’s largest 
producers of manganese ore and ferroalloys. 

• Non-ferrous minerals (5.4% of 2005 consolidated gross operating revenues).  We are the world’s third 
largest producer of kaolin and Brazil’s sole producer of potash.  Our Sossego copper mine in Carajás, in the 
state of Pará, Brazil, began production of copper concentrate in June 2004 and is Brazil’s largest producer 
of copper.   

• Aluminum-related operations (10.5% of 2005 consolidated gross operating revenues).  Through 
subsidiaries and joint ventures, we conduct major operations in the production of aluminum-related 
products.  They include: 

o Bauxite mining, which we conduct through our 40.0% interest in Mineração Rio do Norte S.A., or 
MRN, which holds substantial bauxite reserves with a low strip ratio and high recovery rate.  MRN, 
one of the largest bauxite producers in the world, has a nominal production capacity of 16.3 million 
tons per year and produced 17.2 million tons of bauxite in 2005.  We are developing a wholly owned 
bauxite mine in the Paragominas region, in the state of Pará, that is expected to begin commercial 
production in the first half of 2007. 

o Alumina refining, which we conduct via our 57.0% interest in our alumina refining subsidiary, 
Alunorte-Alumina do Norte do Brasil S.A., or Alunorte, which currently has a nominal production 
capacity of 4.4 million tons of alumina per year, including the latest expansion, through the 
construction of stages 4 and 5, which added 1.8 million tons to the plant’s annual capacity.  We are 
currently developing another two stages, scheduled to start up by 2008, which are expected to bring the 
plant’s annual capacity to 6.3 million tons.  We are also negotiating the terms of a potential joint 
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venture with Aluminum Corporation of China Limited (Chalco) to construct a new alumina refinery in 
the state of Pará. 

o Aluminum metal smelting, which we conduct through our subsidiary, Albras - Alumínio Brasileiro 
S.A., or Albras, which produces aluminum ingots and in which we have a 51.0% interest, and our joint 
venture, Valesul Alumínio S.A., or Valesul, which produces aluminum ingots, billets and alloys and in 
which we have a 54.5% interest.  These companies currently have a combined production capacity of 
approximately 540,000 tons of aluminum per year. 

• Logistics (9.1% of 2005 consolidated gross operating revenues).  We are a leading provider of logistics 
services in Brazil, with railroad, coastal shipping and port handling operations.  Each of the iron ore 
complexes of our Northern and Southern Systems incorporates an integrated railroad network linked to 
automated port and terminal facilities, and is designed to provide our mining products, general cargo and 
passenger rail transportation, bulk terminal storage and ship loading services to us and third parties.  In 
2005, our railroads transported approximately 66% of the total freight tonnage transported by Brazilian 
railroads, or 146.5 billion ntk of cargo, of which 119.6 billion ntk were our iron ore and pellets. 

• Other investments.  In addition to our core mining activities, we currently have investments in three steel 
companies, and our Board of Directors recently approved a joint venture, Ceará Steel, with Dongkuk, a 
Korean steelmaker, and Danieli, an Italian equipment provider. This slab plant will be located in the state 
of Ceará, Brazil and CVRD will invest US$25 million.  Our Board of Directors has also approved an 
investment stake in Companhia Siderúrgica do Atlântico, a joint venture with ThyssenKrupp Stahl AG, to 
build a slab plant in the state of Rio de Janeiro, Brazil.  We will invest a total of US$200 million in 
Companhia Siderúrgica do Atlântico.  We are in the process of conducting feasibility studies to determine 
whether to implement joint ventures with Baosteel Shanghai Group Corporation (Baosteel), Arcelor Group 
(Arcelor) and Posco to construct and operate steel slab plants in São Luís, in the state of Maranhão.  We 
also hold stakes in eight hydroelectric power generation projects with a total projected capacity of 2,509 
MW (of which our share is 991.4 MW), six of which are already under operation, and the remainder of 
which are scheduled to start operations within the next four years. 

Through our mineral prospecting and development activities in Brazil, we have acquired extensive experience 
in exploration techniques and processes, and maintain an active mineral exploration program in Brazil and overseas.  
In 2005, our mineral exploration efforts were focused on copper, gold, nickel, manganese ore, iron ore, kaolin, 
bauxite, potash, phosphate, coal, diamond and platinum group metals. 

CVRD and Vale Overseas 

CVRD 

CVRD’s legal and commercial name is Companhia Vale do Rio Doce.  CVRD is a stock corporation, or 
sociedade por ações, duly organized on January 11, 1943, and existing under the laws of the Federative Republic of 
Brazil.   

CVRD was privatized in three stages between 1997 and 2002, beginning with the sale by the Brazilian 
government of a controlling stake in CVRD to Valepar in 1997.  The last stage of the privatization took place in 
2002, when the Brazilian government sold a remaining minority stake of common shares through a global equity 
offering.  CVRD is organized for an unlimited period of time.  Its head offices are located at Avenida Graça Aranha, 
No. 26, 20030-900 Rio de Janeiro, RJ, Brazil, and its telephone number is 55-21-3814-4540. 

Vale Overseas 

Vale Overseas is a finance company wholly owned by CVRD.  It was registered and incorporated as a Cayman 
Islands exempted company with limited liability on April 3, 2001.  Vale Overseas is incorporated for an indefinite 
period of time.  Its registered office is at Walker House, P.O.  Box 908 GT, Mary Street, Georgetown, Grand 
Cayman, Cayman Islands.  Vale Overseas’ business is to issue debt securities to finance CVRD’s activities.  It has 
no other operations or employees.   



 

   23 
 

 

t

t

ti- f

Business Strategy 

Our goal is to strengthen our competitiveness among the leading global mining companies by focusing on 
diversified growth in mining operations, principally through organic growth.  We are pursuing disciplined capital 
management in order to maximize return on invested capital and total return to shareholders.  Although we are 
emphasizing organic growth in our core businesses, we may pursue strategic acquisitions in order to create value for 
our shareholders. 

Over the past several years, we have developed a robust long-term strategic planning process.  We have 
ambitious long-range plans in each of our principal business areas, including substantial capital expenditures for 
organic growth through 2012.   

The following paragraphs provide some highlights of our major strategies. 

Maintaining Our Leadership Position in the Iron Ore Market 

In 2005, we continued to consolidate our leadership in the seaborne iron ore market, with an estimated 32.2% of 
the total 670 million tons traded in the year.  We are committed to maintaining our position in the global iron ore 
market by strengthening relationships with clients, focusing our product line to capture industry trends, increasing 
our production capacity in line with demand growth and controlling costs.  We believe that our strong relationships 
with major customers (reinforced through long-term contracts), tailored product line and high quality products will 
help us to achieve this goal. 

We are also taking steps to encourage several steel makers to develop slab plants in Brazil in order to create 
additional demand for our iron ore. 

Growing Our Logis ics Business 

We believe that the quality of our railway assets and our many years of experience as a railroad and port 
operator, together with the lack of efficient transportation for general cargo in Brazil, position us as a leader in the 
logistics business in Brazil.  We are also expanding the capacity of our railroads through the purchase of additional 
locomotives and wagons to serve the increasing needs of our own businesses and of our customers. 

Increasing Our Aluminum-Related Activities 

We plan to develop and increase production capacity in our aluminum-related operations, focusing on the 
upstream portion of the production chain, developing low-cost bauxite and alumina projects.  We have large 
undeveloped high-quality bauxite reserves and opportunities for low-cost expansions in our alumina refinery.  We 
are working on the development of these opportunities.  We are also investing in mineral exploration to increase our 
bauxite reserves.  We may pursue acquisitions and/or partnerships in the production of primary aluminum to 
guarantee demand for our alumina. 

Developing Our Copper Resources 

We believe that our copper projects, which are all situated in the Carajás region, in the state of Pará, can be 
among the most competitive in the world in terms of investment cost per ton of ore.  Our copper mines will benefit 
from our infrastructure facilities serving the Northern System. 

Inves ing in Nickel and Coal 

We are pursuing various opportunities to become a large global player in the nickel and coal businesses.  As an 
important supplier of raw materials to the steel industry, nickel and metallurgical coal will complement our portfolio 
of products. 

Globalization of Mul Commodity Exploration Ef orts 

We are engaged in an active mineral exploration program, with efforts in several countries and regions around 
the globe, including Angola, Argentina, Australia, Brazil, Chile, Gabon, Guinea, Mozambique, Mongolia, Peru and 
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South Africa.  We are mainly seeking new deposits of copper, gold, manganese ore, iron ore, nickel, kaolin, bauxite, 
phosphate, potash, coal, diamond and platinum group metals.  Mineral exploration is an important part of our 
organic growth strategy. 

Developing Power Generation Projects 

Energy management and efficient supply have become a priority for us.  Driven by structural changes in the 
industry and regulatory uncertainties, and by the risk of rising electricity prices and energy shortages, we have 
invested in seven consortia to develop eight hydroelectric power generation plants and we plan to use the electricity 
from these projects for our internal needs.  As a large consumer of electricity, we expect that investing in power 
projects will help protect us against volatility in the price of energy.   

Recent Acquisitions, Dispositions and Significant Changes 

The following discussion describes significant aquisitions, dispositions and other changes in our business in 
2005 and 2006 to date. 

Iron Ore and Pellets 

Brucutu expansion project.  We plan to expand the capacity of our Brucutu mine in two phases.  Phase I of the 
Brucutu expansion project is expected to be completed in the third quarter of 2006, which would bring the nominal 
production capacity to 12 million tons per year.  Phase II is expected to be completed in the third quarter of 2007, 
bringing capacity to 24 million tons per year.  We are currently conducting studies in contemplation of expanding 
the production capacity at Brucutu to 30 million tons per year. 

Carajás expansion.  We are expanding the iron ore production capacity of Carajás to 100 million tons per year.  
This project is in the detailed planning phase for engineering and related equipment, works and services supply 
processes.  We expect that our total capital expenditures for this project will be approximately US$366 million.  
Conclusion of this project is scheduled for 2007. 

Samarco expansion.  We are increasing pellet production capacity at Samarco, our 50% joint venture with BHP 
Billiton.  The expansion at Samarco is expected to add 7.6 million tons per year of capacity to Samarco and to 
involve an investment of US$1,183 million including the construction of an iron ore concentration plant, a 
pelletizing plant and a second pipeline.  Samarco has targeted startup for the first half of 2008.  Samarco will obtain 
its own financing for the project. 

Fábrica Nova iron ore mine.  Our greenfield iron ore project at Fábrica Nova, which has a capacity of 15 
million tons per year, began operations in the second quarter of 2005 and produced 7.8 million tons in 2005. 

Itabiritos project.  We are building a concentration plant (with a capacity of 10 million tons per year), an ore 
pipeline (4 km in length) and a pelletizing plant with a capacity to produce 7 million tons of pellets per year at an 
estimated cost of US$759 million, and have targeted startup for 2008. 

Acquisition of Rio Verde Mineração.  In January 2006, we acquired the mineral resources, land and mining 
equipment of Rio Verde Mineração for US$47 million.  Rio Verde Mineração is located in the Iron Quadrangle 
region of the state of Minas Gerais, near the operations of MBR in the municipality of Nova Lima.   

Stock merger with CAEMI.  In May 2006, we completed a stock merger with our controlled company CAEMI.  
Pursuant to the stock merger, all preferred shares of CAEMI owned by its non-controlling shareholders were 
exchanged for new preferred shares issued by us, and CAEMI became our wholly-owned subsidiary.  The exchange 
ratio was one CAEMI share per 0.04115 CVRD preferred class A share. 

Aluminum-Related Operations 

Paragominas project.  We are developing a new wholly owned bauxite mine located in Paragominas, in the 
state of Pará, which is expected to begin commercial production in the first half of 2007 with an initial capacity of 
5.4 million tons per year and a capital expenditure of US$352 million. By 2008, its capacity will reach 9.9 million 
tons per year, which will require an additional investment of US$196 million.  The bauxite produced at Paragominas 
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will be used to supply Alunorte’s expansion needs.  The bauxite quality will be similar to MRN’s, and the project 
will use the strip mining method of extraction and have a beneficiation plant including milling and a 244-kilometer 
long slurry pipeline. 

Alunorte expansion.  We are increasing alumina production capacity at our Alunorte refinery, and we expect to 
increase capacity from 4.4 to 6.2 million tons per year at an estimated investment of US$846 million.  Expected 
startup for this project is in 2008. 

ABC refinery project.  We are discussing with Chalco a potential joint investment in an alumina greenfield 
refinery in the state of Pará, near the existing facilities of Alunorte in Brazil (ABC refinery), expected to have an 
initial capacity of 1.8 million tons per year.  Bauxite for the project would be supplied from our Paragominas bauxite 
mine.  If the terms of the project are agreed, the first stage of the refinery is expected to be completed and 
operational within three years.  We signed a framework agreement and two memoranda of understanding with 
Chalco, but the project remains subject to the negotiation of final documentation and receipt of approvals from the 
Boards of Directors of both companies. 

Copper 

118. We plan to develop the 118 copper mining project, located in the state of Pará, Brazil.  In 2005, pursuant to 
our Mineral Risk Agreement with BNDES, we entered into a specific agreement under which we will pay to 
BNDES a variable percentage of any net revenues produced by 118.  We currently estimate that capital expenditures 
for the project will amount to approximately US$232 million and have targeted startup for the first half of 2008.  
The estimated production capacity of the project is 36,000 tons of copper cathode per year. 

Nickel 

Vermelho.  In July 2005, our Board of Directors approved the investment to develop the Vermelho nickel 
project.  The Vermelho nickel project is located in the Carajás region in the state of Pará, Brazil, 70 km south of our 
Carajás iron ore mines and 15 km east of our Sossego copper mine.  As currently planned, its estimated production 
capacity is 46,000 tons per year of metallic nickel, and 2,800 tons per year of metallic cobalt.  We estimate that our 
total capital expenditures to develop the project will amount to approximately US$1.2 billion, and currently expect 
the project to begin operations on or about the fourth quarter of 2008. 

Onça Puma.  In a series of transactions in late 2005 and early 2006, we acquired all the shares of Canico 
Resources Corp. for US$806 million.  Canico owns the Onça Puma nickel laterite project, an iron-nickel deposit 
located in the Brazilian state of Pará.  According to a feasibility study, the plant will have a nominal capacity to 
produce 57,000 tons of nickel per year and we currently estimate that its development will require investments of 
US$1.1 billion.  Production is scheduled to begin in 2008.  We are developing the engineering project and studies to 
assess synergies between Onça Puma and the Vermelho nickel project. 

Potash 

In September 2005, we completed our capacity expansion project at the Taquari-Vassouras potash mine, 
increasing its capacity from 600,000 tons per year to 850,000 tons per year.  We expect a significant increase in 
production in 2006. 

Phosphates 

In March 2005, CVRD won an international bidding process to explore the Bayóvar phosphate deposit located 
in the Piura region in Peru.  CVRD will have the right to evaluate and develop a multipurpose maritime terminal in 
the Piura region to ship phosphate and leverage other projects in northern Peru.  The feasibility study is expected to 
be completed in the second quarter of 2007. 

Coal and Coke  

We are pursuing several efforts to become a large global player in the coal business.   
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• Mozambique coal mine feasibility study.  In November 2004, CVRD won an international auction to 
explore coal deposits in the Moatize region, in the north of Mozambique for US$122.8 million.  We own 
95% of the winning consortium; American Metals & Coal International (AMCI), an American coal 
producer, owns the remaining 5%.  Moatize is believed to have coal reserves that might allow the 
extraction of coking and thermal coal.  The project’s conceptual study has been concluded and the 
feasibility study is expected to be completed in the second half of 2006.  If the project proceeds, the total 
investment will include mine development costs, the construction of a maritime terminal for ship loading, 
related investments and social projects. 

• Shandong coke and coal projects.  In July 2004, we agreed to acquire a 25% stake in a joint venture with 
the Yankuang Group (Yankuang), one of the largest coal producers in China, and with Itochu Corporation, 
a Japanese trading company.  Our equity investment commitment was approximately US$26 million.  The 
purpose of the joint venture is to operate a plant in Jining City, Shandong province, China, that would 
produce two million tons of coke and 200,000 tons of methanol per year.  In December 2004, the Chinese 
government approved the incorporation of the joint venture, which is named Shandong Yankuang 
International Coking Company Limited.  After the incorporation, we made an initial capital contribution of 
US$10.6 million.  Currently, we own a 25% interest, Yankuang holds a 70% equity interest and Itochu 
holds the remaining 5%.  As currently planned, the plant would begin operations in 2006 and we have the 
right to off take approximately 25% of the plant’s production, which will be exported primarily to Brazil.  
We are also exploring with Yankuang the possibility of participating in a joint venture to develop a new 
coal mine in the city of Zhaolou, Shandong province, China.  The Zhaolou mine has an expected 
production capacity of approximately 3.0 million tons of coal per year, and if the project proceeds, the mine 
is expected to start operations in 2007.   

• Belvedere.  In July 2005, we signed an agreement with the Australian mining companies Aquila Resources 
Limited and AMCI Holdings for an exploration study of the Belvedere Coal Underground Project, or 
Belvedere.  Belvedere is an estimated 2.7 billion ton hard coking coal resource located in the state of 
Queensland, Australia.  At the conclusion of the pre-feasibility study, we have the option to acquire a 51% 
interest in Belvedere at a price of US$90 million.  We have further options to increase our stake in the 
project to 100% by acquiring our partners’ interests at a fair market value determined at the time of our 
exercising each option. 

Steel and Metallics 

Steel slab projects.  We are taking steps to encourage several steel makers to develop slab plants in Brazil in 
order to create value and additional demand for our iron ore. 

• Ceará Steel.  In November 2005, we agreed to acquire a minority stake in Ceará Steel, an export-oriented 
steel slab project in the state of Ceará, Brazil, with a nominal capacity of 1.5 million tons of slabs per year.  
The main shareholders are Dongkuk Steel, a Korean steel maker, and Danieli, an Italian equipment supplier, 
and we will invest US$25 million.  The total cost of the project will be US$750 million and we will be the 
exclusive supplier of pellets for Ceará Steel.  The plant is expected to start production in 2009 and we have 
put options to divest our stake in the future.   

• ThyssenKrupp - Companhia Siderúrgica do Atlântico (CSA).  In December 2004, we signed a 
memorandum of understanding with ThyssenKrupp Stahl A.G., one of the largest European steel makers, 
for the construction of a 4.4 million tons integrated slab plant in state of Rio de Janeiro, Brazil.  The project 
has been formally approved by both ThyssenKrupp Stahl A.G. and CVRD, and is now being implemented. 
Commissioning of the plant is foreseen for 2009, and our Board of Directors has approved an investment of 
US$200 million in CSA.  We intend to have a put option to divest our stake in the future. 

• Baosteel.  In February 2004, we agreed with Baosteel, China’s largest steel maker, to study the feasibility 
of a joint venture to build and operate an integrated steel plant to produce 4 million tons of slabs per year in 
São Luís, in the state of Maranhão.  The basic engineering and formal feasibility study for the project have 
been concluded, but issues related to environmental licensing have delayed the final decision regarding this 
project.  Arcelor has also participated in the feasibility study, but no agreement has been reached regarding 
its potential participation in the project.  
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• Posco.  In September 2004, we signed a memorandum of understanding with Posco, the largest Korean 
steel maker, to carry out a pre-feasibility study for the construction of an integrated slab plant in São Luís, 
in the state of Maranhão.  The pre-feasibility has been concluded and submitted to Posco.  The project is 
pending approval by Posco to proceed. 

Electricity 

Aimorés hydroelectric power plant.  In July 2005, the Aimorés hydroelectric power plant began operations with 
the start up of its first turbine.  The plant reached full operation in December 2005 with the start of the third turbine.   

Start up of Capim Branco I.  The Capim Branco I project obtained its operational license during December 
2005, which allowed for the filling of the reservoir.  This milestone allowed the project to begin commercial 
operations in February 2006. 

Power Purchases.  Under new electricity sector regulations, we conducted a successful power purchase bid in a 
governmental auction in August 2005 for the supply of electricity to several of our units.  We have also negotiated a 
new long-term supply agreement for the pelletization units of the Tubarão Complex, in the state of Espírito Santo, 
for the next 10 years.  Both deals should generate savings for us of approximately US$80 million. 

Dispositions and Asset Sales 

In line with our strategy, we have continued to pare down our holdings of non-strategic assets.  We summarize 
below our key dispositions and asset sales since the beginning of 2005. 

QCM.  In July 2005, our subsidiary CAEMI sold its shareholdings in Quebec Cartier Mining Company, or 
QCM, an iron ore and pellets producer with operations in Quebec, Canada, for US$126 million, to Dofasco Inc.  
This transaction completed our compliance with the undertakings required by the antitrust authorities of the 
European Union in connection with the acquisition of CAEMI. 

Foz do Chapecó and Santa Isabel hydroelectric power projects.  In February 2006, we sold to Furnas Centrais 
Elétricas for approximately R$10 million our 40% stake in the consortium to build and operate the Foz do Chapecó 
hydroelectric power plant.  The closing of this transaction is subject to certain conditions precedent, including 
ANEEL’s approval of the transfer of control and the revision of the timetable for the project.  We are also 
continuing our efforts to return the concessions for the Santa Isabel hydroelectric power project to ANEEL due to 
difficulties related to environmental issues. 

Nova Era Silicon.  In February 2006, we sold to our partner JFE Steel Corporation our 49% stake in Nova Era 
Silicon, a ferrosilicon producer with operations in the state of Minas Gerais, Brazil, for US$14 million. 

 

LINES OF BUSINESS 

Our principal lines of business consist of mining and logistics.  We also invest in energy to supply part of our 
consumption.  For internal management purposes, we group our aluminum-related operations together with our 
other significant equity participations in other companies. 



 

 

The following map shows the location of our current operations in Brazil. 
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2003 
 

2004 2005 
Ore 

Tonnage(2) 
 

Grade 

 (in millions of tons) 
(in millions 

of tons) 
(% Fe) 

So      
I      

— — 
54.4 

635.7 54.8 
   
C   

r

— — — 278.7 58.3 
2005 1.2 1.9 0.9 — — 

.............................. 2005 2027 — — 1.5 129.2 59.0 
        
Ma        

........... 2000 2029 9.9 12.2 12.3 281.8 50.4 

55.0 
— 

 
 
.5 

  
uthern System   
tabira mines:   

Cauê(3) ...................................... 1942 2005 22.3 22.0 23.5 
Conceição(4).............................. 1957 2023 20.8 21.6 22.2 395.6 
Minas do Meio(5) ...................... 1976 2023 — — — 

     
entrais mines      

Água Limpa / Cururu(6)............ 2000 2013 4.0 4.1 3.9 63.8 45.0 
Gongo Soco (7).......................... 2000 2013 3.2 5.4 5.7 96.2 64.0 

utu(8).................................. 1994 2027 B uc 1.6 6.0 7.2 736.6 51.8 
Baú(9) ........................................ 2006 2029 — — — 37.1 55.6 

uiné(10) ..............................Maq 2009 2029 
Córrego do Meio (11)................ 2000 
Andrade (19)

riana mines 
Alegria(12)......................
Fábrica Nova(12)....................... 2005 2023 — — 7.8 946.3 46.8 
Fazendão(13) ............................. 1976 2032 0.3 0.6 0.8 351.3 50.0 
Timbopeba(14) .......................... 1984 2008 5.8 6.2 4.6 81.7 
Capanema/Ouro Fino(15).......... 1982 2003 6.4 — — — 

       
Oeste mines       

Córrego do Feijão(16) ............... 2003 2014 7.2 7.7 8.1 51.3 66
Segredo/João Pereira(17) .......... 2003 2025 9.9 11.1 11.5 501.5 50.7 

 
Total Southern System......................

   
92.6 

 
98.8 

 
109.9 

 
4,586.8 

 
52.1 

        
Urucum ............................................. 1993 2024 0.8    0.7 1.1 64.3 61.1 
        

Northern System (18)        
Serra Norte        

N4W ........................................... 1994 2020 13.2 19.4 21.9 601.2 66
N4E............................................. 1984

.4 
 2017 21.4 21.9 27.2 438.8 66.7 

N5-W.......................................... 1998 2023 6.1 5.0 8.4 325.4 66.3 
N5E............................................. 1998 2017 17.9 21.7 12.7 55.7 67.3 
N5E-N ........................................ 2003 2016 0.3 1.4 2.4 28.2 65.9 
N5S............................................. 2006 2024 — — — 607.0 67.5 
        

Serra Leste 2007 2037 — — — 60.8 66.2 
 
Total Northern System......................

   
58.9 

 
69.4 

 
72.5 

 
2,117.1 

 
66.8 

        
MBR System         

Pico Complex:        
Pico / Sapecado/ 
Galinheiro(20) ...........................

1942 2030 12.6 13.1 14.1 662.0 54.6 

        
Vargem Grande Complex        

Tamanduá(21)............................ 1993 2016 10.2 10.5 9.1 99.3 66.5 
Capitão do Mato(21).................. 1997 2016 10.2 10.8 9.6 147.5 66.2 

       Abóboras(21) ............................. 2004 2024 — 0.2 2.5 32.2 66.0 
Paraopeba Complex        

Jangada(21)................................ 2001 2017 3.0 3.6 4.0 92.8 66.0 
Capão Xavier(21) ...................... 2004 2021 — 4.2 11.1 179.8 65.6 

 
Total MBR System ............................

  
35.9 42.4 50.4 1,213.6 59.8 

 
Total CVRD........................................

  
188.3 211.3 233.9 

 
7,981.8 

 
57.2 

 
(1) Open pit mines. CVRD’s equity interest in mines is 100% unless otherwise noted. 
(2) Reserves are in wet, run-of-mine (ROM) metric ore tons unless otherwise noted. 
(3) Reserves were not reported for 2005 due to the mine’s depleted state.  The Cauê plant beneficiates iron ore from Minas do Meio mines. 
(4) Average product recovery after beneficiation is 76.2%.  The Conceição plant beneficiates iron ore from Conceição mine and Minas do 

Meio mines. 
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(5 covery after beneficiation is 73.2%.  The run-of-mine is sent to Cauê Concentration Plant and Conceição 
  The production is declared in Cauê and Conceição.   

(6) Average product recovery after beneficiation is 73.8%.   
(7) Average product recovery after beneficiation is 84%.   
(8) Average product recovery after beneficiation is 100% (direct shipping). 
(9) Average product recovery after beneficiation is 100% (direct shipping). 
(10) Average product recovery after beneficiation is 84%. 
(11) Reserves were not reported for 2005 due to the mine’s depleted state. 
(12) Average product recovery after beneficiation is 71.5%. 
(13) Average product recovery after beneficiation is 100% (direct shipping).   
(14) Average product recovery after beneficiation is 77.8%. 
(15) CVRD’s ownership interest is 51%.  Reserves were not reported for 2005 due to the mine’s depleted state. 
(16) Average product recovery after beneficiation is 79%.   
(17) Average product recovery after beneficiation is 70%.  The run-of-mine is sent to Fábrica Concentration Plant. 
(18) Average product recovery after beneficiation is 92%. 
(19) Average product recovery after beneficiation is 100% (direct shipping).  In 2004, we entered into an agreement to lease the Andrade iron 

ore mine, but we only started to run this mine in January 2005. 
(20) Average product recovery after beneficiation for Pico and Sapecado is 82%. Average product recovery after beneficiation for Galinheiro 

is 81%. 
(21) Average product recovery after beneficiation is 81%. 

 

Integrated Systems 

Our iron ore mining and related operations are concentrated in three systems in Brazil, the Southern System, the 
Northern System and the MBR System.  The Southern System is located in the states of Minas Gerais, Espírito 
Santo and Rio de Janeiro, and the Northern System is located in the states of Pará and Maranhão.  Each of our 
Northern and Southern Systems includes iron ore reserves and other mineral deposits, mines, ore processing 
facilities and integrated railroad and terminal transportation facilities.  Our railroads connect the Northern System 
mines to the Ponta da Madeira Maritime Terminal Complex and the Southern System mines to the Tubarão 
Maritime Terminal Complex.  A small part of the iron ore produced in our Southern System is transported via MRS 
Logística, a railway company in which we have, directly and indirectly, 37.2% of the voting capital and 40.5% of 
the total capital, to our wholly owned CPBS maritime terminal (Sepetiba terminal).  The operation of these separate 
systems, each with its own transportation capability, enhances the reliability of service to our customers.  We also 
operate the MBR System which similarly contracts freight services from MRS Logística to transport all of its 
products from its mines in the Iron Quadrangle region in the state of Minas Gerais, to the Guaiba Island maritime 
terminal in the state of Rio de Janeiro. 

) Average product re
Concentration Plant.



 

Southern System 

 

The Southern System is an integrated system consisting of iron ore mines, the Vitória a Minas railroad, and the 
Tubarão Maritime Terminal (located in Vitória, in the state of Espírito Santo).  The iron ore mines of the Southern 
System are divided into four mining areas (Itabira, Centrais Mines, Mariana and Oeste Mines) and located in a 
region called the Iron Quadrangle in the state of Minas Gerais, in the southeast of Brazil.  The Southern System is 
accessible by road or by spur tracks of the Vitória a Minas railroad.  Transportation of the iron ore produced in the 
Southern System is discussed below in Item 4.  Information on the Company—Line of Business—Logistics. 

Iron ore in the Southern System is mined by open pit methods.  These ore reserves have high ratios of itabirite 
ore relative to hematite ore.  Itabirite is a quartz-hematite rock with an average iron content ranging from 35% to 
60% s a 

s 
ump 

sites.   

n the Southern System at our Igarapava, Porto 
Estrela, Funil, Candonga and Aimorés hydroelectric power plants. 

 requiring concentration to achieve shipping grade, which is above a 64% average iron content.  Hematite i
high-grade ore with an average iron content of approximately 66%.  Mines in the Southern System generally proces
their run-of-mine by means of standard crushing, classification and concentration steps, producing sinter feed, l
ore and pellet feed in the beneficiation plants located at the mining 

In 2005, we produced 53% of the electric energy consumed i
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rtNo hern System 

 
 

Th  Northern System is an integrated system, including open pit mines and an ore processing complex in the
á egion, in the state of Pará, the Carajás railroad and the Ponta da Madeira Maritime Terminal, in the state 

o.  The mines are located in the north of Brazil (

e  
Caraj s r of 
Maranhã in the Amazon river basin) on public lands for which we 
hold

ause of the high iron content (66.8% on average) in the Northern System, we do not have to operate a 
conc

outhern System.  Output from the beneficiation process consists of sinter feed, pellet feed, 
special fines for direct reduction processes and lump ore.  After the beneficiation process, our Carajás railroad 
transports Northern System iron ore to the Ponta da Madeira Maritime Terminal. 

Our complex in Carajás is accessible by road, air and rail.  It obtains electrical power at market rates from 
regional utilities.  To support our Carajás operations we have housing and other facilities in a nearby township. 

 mining concessions.  The Northern System’s reserves are among the largest iron ore deposits in the world.  
These reserves are divided into two main ranges (north and south), situated approximately 35 kilometers apart.  Iron 
ore mining activities in the Northern System are currently being conducted in the northern range, which is divided 
into five main mining bodies (N4E, N4W, N5W, N5E and N5EN).  Industrial scale mining operations began in 
1985.   

Bec
entration plant at Carajás.  The beneficiation process consists simply of sizing operations, including screening, 

hydrocycloning, crushing and filtration.  This allows us to produce marketable iron ore in the Northern System at a 
lower cost than in the S
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MBR System 

 

We operate some of our iron ore activities through our subsidiary MBR.  MBR operates mines in the Iron 
Qua d ships through its own maritime terminal on Guaiba Island in Sepetiba 
Bay

plex, which includes Pico, Sapecado and Galinheiro mines, with a major and three secondary 

• the Paraopeba complex, consisting of Jangada (with a beneficiation plant) and Capão Xavier (Mutuca 

All MBR mines are served by MRS Logística.  Lump ore, sinter feed fines and pellet feed fines, in addition to 
hem on 

Casa de Pedra Iron Ore Mine 

In March 2001, as part of the gotiation to unwind the cross-share ngs with CS N granted 
following rights of first refusal relating to CSN’s Casa de Pedra iron ore mine, eac r a period of 30 
year

y ine beyond ’s internal 

e to sel  lease it, and 

drangle in the state of Minas Gerais an
, in the state of Rio de Janeiro.  MRS Logística plays a major role in MBR’s operations, transporting all of 

MBR’s iron ore destined for the Guaíba Island maritime terminal. 

MBR presently operates three major mining complexes:  

• the Pico com
plants;  

• the Vargem Grande complex, comprising Tamanduá, Capitão do Mato and Abóbodas mines, with one 
major beneficiation plant; and  

plant) mines.   

atitinha, a product used essentially by domestic pig-iron producers, are produced mostly via wet beneficiati
processes from run-of-mine of the open pit mining operations.  

ne holdi N, CS us the 
h of which lasts fo

s: 

• the right to purchase at market prices any iron ore produced b the m  CSN
requirements, 

• the right to purchase or lease the mine should CSN decid l or
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• ecide rm a pelletiz oint venture
third party with iron ore produced by the mine. 

 certain of our acquisitions, which imposed certain 
conditions on us, including a full waiver of our preemptive rights relating to the Casa de Pedra iron ore mine.  See 
Item

 

the right to become a joint venture partner should CSN d  to fo ing j  with a 

On August 10, 2005, CADE issued a decision approving

 3. Key Information – Risk Factors – We are involved in ongoing antitrust proceedings that could result in 
divestitures, fines or other restrictions that could harm our business. 

Pellets 

The table below sets forth information regarding pellet production by our plants and our joint venture partners
as of April 30, 2006.   

 System 

Our Direct or 
Indirect Share of 

Capital  Partners 

Total Pellet Production (1)  
 for the Year Ended 

December 31, 
Nominal 
Capacity 

  Voting  Total    2003 2004 2005  
  %  (in millions of tons) 

 
3 

51.1 51.0 Nippon Steel 
Sumitomo  

 

7.7 8.3 9.0 8.4 

Samarco................................ Ponta do 50.0 50.0 BHP Billiton 13.3

CVRD................................... Tubarão, 
Fábrica and 

São Luis 

n.a. n.a. —  13.0 16.3 16.4 16.7 

GIIC...................................... Bahrain 50.0  50.0 GIC 
 

3.7 3.7 4.0 4.0 

Hispanobras.......................... Tubarão 51.0 50.9 Arcelor 
 

3.6 4.0 4.2 3.8 

Itabrasco ............................... Tubarão 51.0 50.9 Ilva  
 

3.3 3.5 3.9 3.3 

Kobrasco .............................. Tubarão 50.0 50.0 Posco 4.4 4.5 4.9 4.

Nibrasco ............................... Tubarão 

JFE Steel 
Kobe Steel 
Nisshin Steel 
SOJITZ Corp. 

Ubú  
13.8 13.7 14.0 

Total ............................     49.0 54.1 56.1 54.5 
 
(1) Total production by joint venture entity. 

spended operations of our São Luís pelletizing plant.  Whereas we continue to 
see  

.  
s 

 
In March 2006, we temporarily su

a persistent global excess demand for iron ore fines and lumps, with expansion in demand mainly driven by
China, the seaborne demand for pellets, which is more concentrated in North America and Europe, has declined
We expect to resume operations at our São Luis pelletizing plant as soon as the current level of excess inventories i
eliminated. 

We sell pellet feed to our pelletizing joint ventures at market-based prices.  Historically, we have supplied all of 
the iron ore requirements of our wholly owned pelletizing plants and our joint ventures, except for Samarco and 
GIIC, to which we supply a portion of their needs.  Besides blast furnace pellets, some of the pellets we and our 
pelletizing joint ventures produce are direct reduction pellets, which are used in steel mills that use the direct 
reduction process rather than blast furnace technology. 

We are the operator of the pelletizing joint ventures located in the Tubarão Port area.  In 2005, we received 
US$66 million in fees for operating these joint ventures. 
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December 31, 

The table below sets forth information regarding our iron ore sales to our pelletizing joint ventures for the 
periods indicated. 

 
For the Year Ended 

 2003 2004 2005 
 (in millions of tons) 

GIIC.................................................................................................................. 2.7 3.5 4.0 
Hispanobras...................................................................................................... 3.8 4.2 4.5 

r ........................................ 3.5 3.7 4.1 
Kobrasco .......................................................................................................... 4.7 4.8 5.2 

r ........ 7.1 7.1 7.9 
Samarco............................................................................................................ 2.0 

Itab asco ...................................................................

Nib asco ...................................................................................................
2.0 2.0 

Total ........................................................................................................ 23.9 25.3 27.7 

 

Customers, Sales and Marketing (Iron Ore and Pellets)  

We use all of our iron ore and pellets (including our share of joint venture pellet production) to supply the steel 
mak nd 

f our iron ore and pellets sales, Brazil accounted for 22.6% and Europe 28.7%.  
Our 10 largest customers collectively purchased 125 million tons of iron ore and pellets from us, representing 49.2% 

5 ments and 49% of our total iron ore and pellets revenues.  With the exception of 
Arcelor, which accounted for 13.3% of our sales of iron ore and pellets in 2005, no individual customer accounted 
for m

f iron ore mines and pellet 
plants to produce multiple iron ore products with different grades of iron, silica and alumina, and varying physical 
prop

i, 
China.  These offices allow us to stay in close contact with our customers, monitor their requirements and our 
cont n Rio de 
Janeiro coordinates the activities of these offices.  MBR’s sales support offices are located in The Hague, The 
Neth la

Dis u

r 
products
railroad rthern and Southern Systems.  These networks transport our iron ore 
products from interior mining locations to maritime terminals and Brazilian customers.  For a more detailed 
description of the networks see –Logistics below. 

We do not own or operate an integrated transportation system for our MBR System.  Instead we enter into 
freight contracts with MRS to transport our iron ore products at market rates from MBR’s mines to its maritime 
terminal on Guaiba Island. 

ing industry.  Prevailing and expected levels of demand for steel products affect demand for our iron ore a
pellets.  Demand for steel products is influenced by many factors, such as expected rates of economic growth. 

Most of our iron ore and pellets are shipped to Asia and Europe, with customers in China, Japan, South Korea, 
France and Germany accounting for approximately 48.7% of our total iron ore and pellets shipments in 2005.  In 
2005, China accounted for 21.2% o

of our 200  iron ore and pellet ship

ore than 10% of our sales of iron ore and pellets for any of the three years ended December 31, 2005. 

We strongly emphasize customer service in order to improve our competitiveness.  We work with our 
customers to understand their principal objectives and to provide them with iron ore solutions to meet specific 
customer needs.  To provide tailored solutions, we take advantage of our large number o

erties.  We believe that our ability to provide our customers with a total iron ore solution and the quality of our 
products are very important advantages helping us to improve our competitiveness in relation to competitors who 
may be more conveniently located geographically.  In addition to offering technical assistance to our customers, 
CVRD operates sales support offices in Tokyo, Japan; Saint Prex, Switzerland; New York, U.S. and Shangha

ract performance, and ensure that our customers receive timely deliveries.  Our central sales office i

er nds and Shanghai, China. 

trib tion (Iron Ore and Pellets)  

Ou ownership and operation of transportation systems designed for the efficient transportation of iron ore 
 complement our iron ore mining business in the Northern and Southern Systems.  We operate an integrated 
and terminal network in each of our No
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Co

In general, the international iron ore market is highly competitive.  Several large producers operate in this 
market.  The principal factors affecting ion are pri  range of products offered, reliability, 
operating costs and transp st , the A arily China, Ja d 
the European re t m our ir

Our biggest competitors in the Asian m rket ar ted i tralia and includ idiari a
BHP o Ltd.  A  the t rta sts eliver re from ralia to 
Asia ra an  as a re of Au lia’s g raph ty, we believe we ar
able to e in  m t for tw incip asons.  First, steel p cers gene seek to 
obta s) n ore th n produ e int d fina duct i st econo nd 
efficient  ore has low impurity level d othe operti hat gener ly lead to lower ocessing
costs.  For example, the alumina content of our iron ore is very low compared to Australian ore.  Our ore also has 
high n es, which is important during periods of high demand.  
Seco  a reliable supply of a specific mix of iron ore.  We 
have d personnel in direct contact with our clients to 
dete
mea hern 
and S s makes it easier for us to 
ensu

e 

• Luossavaara Kiirunavaara AB - LKAB (Sweden);  

• Sociétè Nationale Industrielle et Minière - SNIM (Mauritania); 

iaries and affiliates; and  

aller produc  integrated steel
prod quality and reliability are importan
competit n systems, h uality ore and te cal 
services m  customers are based on global reference 
prices i sportation costs to their facilities.  Therefore, prices to these clients are lower than to 
cust azil. 

l seaborne market, with total 
shipments of approximately 907 thousand tons of manganese ore and 529 thousand tons of ferroalloys.  We had 

nganese ore and ferroalloy sales. 

 the 

 

• metallurgical ore used primarily for the production of ferroalloys; 

mpetition (Iron Ore and Pellets)  

 competit
s.  In 2005

ar ets for 

ce, quality,
sian market (primortation co

he primary 
pan and South Korea) an

market we k on ore. 

a e loca n Aus e subs es and affili tes of 
 Billiton PLC and Ri Tinto lthough ranspo tion co of d ing iron o Aust
n customers are gene lly lower th  ours sult stra eog ical proximi e 

 remain competitiv
in the types (or blend

 the Asian
of iro

ark
at ca

e o pr
c

al re
e

rodu
n the mo

rally 
ae th

s an
nde
r pr

l pro
es t

mic 
 pr manner.  Our iron al  

 iro  grade, which improves productivity in blast furnac
lationships based onnd, steel mills often develop sales re

 a customer-oriented marketing policy and place specialize
rmine the blend that best suits each particular client.  We sell most of our products FOB from our ports, which 

  In general, in the Nortns that the invoice price includes delivery at our expense to our ports and no further.
outhern Systems, our ownership of the process of transporting iron ore to our port

re that our products get to our ports on schedule and at competitive costs. 

We are competitive in the European market for the reasons we described above, as well as the proximity of th
Ponta da Madeira and Tubarão port facilities to European customers.  Our principal competitors in Europe are: 

• Kumba Resources (South Africa);  

• Rio Tinto PLC (UK), Rio Tinto Ltd (Australia) and their subsid

• BHP Billiton (Australia) and its subsidiaries and affiliates. 

The Brazilian iron ore market is competitive with a wide range of sm
ucers such as CSN and Mannesmann.  Although pricing is relevant, 

ers and  
t 

ive factors as well.  We believe that our integrated transportatio
ake us a strong competitor in Brazilian sales.  Prices to Brazilian

igh-q chni

d scounted by the tran
omers located outside Br

Manganese Ore and Ferroalloys 

We conduct our manganese ore and ferroalloy businesses through four subsidiaries, Rio Doce Manganèse 
Europe (RDME), Rio Doce Manganese Norway AS (RDMN), Rio Doce Manganês S.A. (RDM) and Urucum 
Mineração S.A. (Urucum).  In 2005, we were one of the largest producers in the globa

US$571 million in gross revenues in 2005 from ma

We produce manganese ore products from the Azul mine in the Carajás region in the state of Pará and from
Urucum mine in the Pantanal region in the state of Mato Grosso do Sul, Brazil.  We operate on-site beneficiation 
plants at both the Azul and Urucum mines.  Both mines are accessible by road and obtain electrical power at market
rates from regional electric utilities.  We also operate minor mines in the states of Minas Gerais and Bahia.   

Our manganese ore mines produce three types of manganese ore products: 
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Began 

Operations 

• natural manganese dioxide suitable for the manufacture of electrolytic batteries; and 

• chemical ore used in several industries for the production of fertilizer, pesticides and animal food, and used
as a pigment in the ceramics industry. 

The table below sets forth information regarding our manganese ore mines and manganese ore production for 
the periods indicated.  We own 100% of all mines. 

Projected 
Exhaustion 

Date 

Production 
For the Year Ended 

December 31, Proven and Probable Reserves 
   In million of tons  

   2003 2004 2005 Type 
Ore 

Tonnage (1) Grade(2) 
Azul(3) ........................... 1985 2017 1.5 2.0 2.2 Open Pit 45.7 35.7
Urucum(4) ...................... 1976 2020 0.4 0.4 0.4 Underground 8.2 
Morro da Mina(5) .......... 1902 2030 0.1 0.2 0.3 Open Pit 9.6 23.0
Bahia mines (6) .............. 1972 n.a. 0.2 

45.3

0.1 0.1 Open Pit n.a. n.a.

Total ......................   2.2 2.7 3.0  5 63. 35.0

 
(1) Reserves reported as run-of-mine wet tons, in millions of tons. 
(2) Reported as run-of-mine Mn% grade.   
(3) Average product recovery after beneficiation is 78% of ROM tons. 
(4) Average pro
(5) Morro da M

duct recovery after beneficiation is 75% of ROM tons. 
ina mine is located in the state of Minas Gerais. Average product recovery after beneficiation is 88% of ROM tons. 

(6) There are no proven and probable manganese reserves at the mines located in the state of
 

We currently operate eight ants that produce ferroalloys and s lloys – Sa
Pret  the state of Minas Gerais), Simões Filho (i a  Corumbá (in 
the s
producti tricity corre nding to 11.8 f our total 
consump with potent nergy shortag Item 3.  Ke
Informat ation regard our productio 005: 

Production 

 Bahia.  

pl pecial a nta Rita, Barbacena, 
n the state of Bahi

Ouro 
o, São João del Rey (all located in
tate 

),
of Mato Grosso do Sul), RDME (in Dunkerque, France) and RDMN (in Mo I Rana, Norway).  The 
on of ferroalloys consumes significant amounts of elec spo % o
tion in 2005.  For information on the risks associated ial e es, see y 
ion—Risk Factors.  The table below sets forth inform ing n in 2

 Capacity 
Production in 

2005 

 
(In thousands of 

tons per year) 
(In thousands  

of tons) 

oce Manganèse Europe (RDME) ......................................................................  136 118 

Rio Doce Manganese Norway (RDMN) ....................................................................  110 77 
Rio D

Rio Doce Manganês S.A.  (RDM)..............................................................................  368 347 
Urucum Mineração S.A. .............................................................................................  20 22 

Nova Era Silicon S.A.  (NES) (1)...............................................................................  45 38 

Total ...................................................................................................................  651 602 

  
 (1) Sold in Febr  

Gi n the global supp  that result ccumulation and falli  ferroalloy p ecided 
to shut down our ferroalloy plant in Norway b een ove  2005 to op
ferroall plant in France below its nomina acity ferr y inv ies w su
s su ull cap operatio ur N gia F ants in mber .  On oth

we n dema  ferr s, we hav  sh wn tem ily  
furnace plant, in the sta razil, since Ja

tion (Manganese Ore and Ferroalloys) 

ly competitive.  Competition in the manganese ore 
mar  or more) manganese ore competes on a global seaborne 

uary 2006.
 

ve  excess ly ed in inventory a ng rices, we d
etw

l cap
 August 
.  As 

and N
oallo

mber
entor

.  We also
ere con

 decided 
med and pri

erate ou
ces 

r 
oy 

tabilized, we re med f acity n at o orwe n and rench pl  Dece 2005  the er 
hand, given the 

s of our Sim
akness in B
ões Filho 

razilia nd for
te of Bahia, B

oalloy e decided to
nuary 2006. 

ut do porar three

Competi

The markets for manganese ore and ferroalloys are high
ket takes place in two segments.  High-grade (40% Mn
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basi  while low grade ore competes on a regional basis.  For some ferroalloys high-grade ore is mandatory, while 
for s

ete 
, 
ese 

e ore, electricity, logistics and carbon.  We compete both with standalone producers and 
integ

a 25% interest in Henan Longyu Energy Resources Co., Ltd. (Longyu), a joint venture with 
Yongcheng Coal & Energy Co, one of the largest coal producers in China, and Baosteel International, the largest 

ucer in China. Longyu is located in the Henan province, China.  We expect Longyu to produce around 4.5 
millio

ss revenues for the 
periods indicated. 

 For the 

s,
 oome thers high and low grade ores are complementary.  Besides manganese ore content, cost and physical-

chemical features play an important role in competition (e.g. moisture, impurities).  The main suppliers of high-
grade (HG) ores are located in South Africa, Gabon and Australia.  The main producers of low-grade (LG) ores are 
located in Ukraine, China, Ghana, Kazakhstan, India and Mexico.  CVRD is one of the world’s largest suppliers of 
manganese ores, with HG ores in our Azul and Urucum mines, and LG ores in the smaller mines in the states of 
Minas Gerais and Bahia.  The ferroalloy market is characterized by a large number of market players who comp
primarily on the basis of price (which is a function of lower costs).  CVRD produces several types of ferroalloys
such as manganese ferro-silicon alloys (SiMnFe), ferro-manganese high-carbon alloys (HCFeMn), ferro-mangan
mediumcarbon alloys (MCFeMn) and cored wire (special alloys).  The principal competitive factors in this market 
are costs of manganes

rated producers that also mine their own ore.  Our competitors are located principally in manganese ore or steel 
producing countries.  

Coal 

 We have 

steel prod
n tons per year of coal when it is fully operational.  We invested US$86.4 million for a 25% equity 

participation in Longyu, and have the right to off take 25% of coal produced by the joint venture.  In January 2006, 
CVRD received its first trial shipment of coal, approximately 40 thousand tons, from China to Brazil.  

Non-Ferrous Minerals 

Our non-ferrous minerals business segment includes the production of non-ferrous minerals, such as kaolin, 
potash and copper.  The table below sets forth information regarding our non-ferrous minerals gro

Year Ended December 31, 
 2003(1) 2004 2005 
 (in millions of U

Gross revenues classified by category 
 1 US$ — US$ — 

.... ...... ................. ........... 4 124 
— 

S$) 
   

Gold .................................................................................................
Potash..................

US$ 2
9.................. ............ ......... 149 

Copper.............................................................................................. 201 391 
Kaolin.............................. .................... .................... ............. 96 .... .... .... 164 177 

Total .......................................................................................................... US$ 211 US$ 489 US$ 717 

 
(1) ove table as of September 2003, the date on which we acquired and began 

 
Ka

rá 

for paper coating and conduct research and development in other uses for kaolin products to create a more 
dive

The operations of CADAM are reflected in the ab
consolidating its operations. 
 

olin 

We conduct our kaolin business through CADAM S.A. (“CADAM”), which began operations in 1976, and Pa
Pigmentos S.A. (“PPSA”), which began operations in 1996.  PPSA and CADAM are subsidiaries of CAEMI. 
CAEMI holds 82.04% of PPSA total capital and 61.48% of CADAM total capital. These companies produce kaolin 

rsified portfolio. 



 

   40 
 

 

 
Began 

Operations 

Projected 
Exhaustion 

Date 

Produ
ear E

mb

ction 
nded 

er 31, 
For the Y

Dece Proven and Probable Reserves(1) 
  tons pe  e(%)  (in r year)  Grad

   2003 2004 2005 Type 
Ore  

onnaT ge Brightness Grit PSD 

Morro do Felipe .. 1976 2013 711. 750.0 701.0 Open Pit 36.7 n.a. n.a.

Rio Capim (

2 86.7 

2)...... 1996 2008 423.0 460.1 517.0 Open P 33.it 5 82.8 34.5 66.6

Total .............   1,134.2 1,210.1 1,218  70.2 — — — 
 
 

(1) Expressed as dry in situ metric ore tons. 
(2) Average recovery of Century product is 55% of the ore tons.  
 

 
PPSA sold approximately 515 thousand tons of kaolin in 2005, generating revenues of US$68 million.  PPSA’

open pit Rio Capim mine and beneficiation plant are located in Ipixuna, in the state of Pará.  These operations are 
linked to the land and port facilities in Barcarena, also in the state of Pará, via an 180km pipeline.  The beneficiated
kaolin is pumped through a slurry pipeline.  In 2005, PPSA reached the production capacity of 60

s 

 
0,000 tons per 

year, which enhances the portfolio of products that may be offered to customers.  In July 2004, PPSA signed a 
cont

cts: 

trated in the open-pit Morro do Felipe mine, in Mazagão, in the state of 
Amapá.  The beneficiation plant and private port are situated on the west bank of the Jari river, in Munguba, in the 
state

he mine is the only potash mine in Brazil and has a current nominal capacity of 850,000 tons per 
year.  Taquari – Vassouras is an underground mine with a depth that varies from 430 to 640 meters.  In 2005, we 

 total shipments of 640 thousand tons, and we had gross revenues of 
US$149 million.  All sales from Taquari – Vassouras mine are destined for the Brazilian market. 

ract with International Paper, the world’s largest paper producer, to supply 110,000 tons of kaolin per year 
between 2005 and 2009.  Sales under the contract started in July 2005.  PPSA produces the following produ
Century, Century S, Paraprint, Paraplate and Paralux.  They are sold mainly in the European, Asian and North 
American markets.   

CADAM sold approximately 703 thousand tons of kaolin in 2005, generating revenues of US$109 million.  
CADAM is located on the border of the states of Pará and Amapá, in the Amazon area in Northern Brazil.  
CADAM’s reserves are principally concen

 of Pará. 

Potash 

We conduct our potash operations at the parent company level.  We lease a potash mine (Taquari-Vassouras 
mine) in Rosario do Catete, in the state of Sergipe, Brazil, from Petrobras – Petróleo Brasileiro S.A.  (Petrobras), a 
Brazilian state-owned oil company.  The lease was signed in 1991 for a period of 25 years, and is renewable for 
another 25 years.  T

produced 641 thousand tons of potash with

 
Leased 
Since  

Projected 
Exhaustion 

Date 

Production 
For the Year Ended 

December 31, Proven and Probable Reserves 
   (in thousands of tons per year)    

   2003 2004 2005 Type 
Ore 

Tonnage  Grade(%) 

Taquari – Vassouras(1)..... 1992 (2) 2012 658 638 641 Underground 19.2 31.0 

Total .........................       19.2 31.0 

 
(1) Expressed as dry in situ metric tons; equivalent to 5.9Mt of KCl. Average mining extraction is 46% of the in situ ore,

recoverable ore and 2.7Mt of recoverable KCl.   
  giving 8.8Mt of 

(2) The mine began operations in 1986. 

Copper 

ss
Sossego e conduct our Sossego operation at the parent 

 

So ego is our first copper mine and began commercial production of copper concentrate in June 2004.  The 
copper mine is located in Carajás, in the state of Pará.  W
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com y gross revenues of US$391 
million. 

ne has two main ore bodies, Sossego and Sequeirinho.  The copper ore is mined by open 
pit method and the run-of-mine is processed by means of standard primary crushing and conveying, SAG milling (a 
semi-aut r and steel grinding balls which 
transforms the ore into a fine slurry), ball milling, copper concentrate flotation, tailings disposal, concentrate 
thic i ty is 15 million tons of run-of-mine, to produce 
an av grade).  The operation is still in the ramp-up 
proc

ta da Madeira maritime terminal in São Luís, in 
the 

Began 
Operations 

pan  level.  In 2005, we shipped 398 thousand tons of copper concentrate and we had 

The Sossego copper mi

ogenous mill which uses a large rotating drum filled with ore, wate

ken ng, filtration and load out.  Projected annual operating capaci
erage of 140,000 tons of copper contained in concentrate (30% 

ess, which will continue throughout 2006.  The ramp-up phase has been longer than expected because of 
operational challenges requiring equipment changes.  The concentrate is trucked to a storage terminal in 
Parauapebas and then transported via the Carajás railroad to the Pon

state of Maranhão.   

 

Projected 
Exhaustion 

Date 

Production of copper 
contained in 

concentrate for the 
Year Ended  (tons) Proven and Probable Reserves 

   2004 2005    

 
  

  
Type 

Ore 
Tonnage  Grade 

Sossego.. ............... 2004 2021 73,000 107,000 Open pit 225.1 

0.98% Cu 
and 0.271 
Au (GPT) 

 
We have constructed an 85-kilometer road to link Sossego to the Carajás air and rail facilities and a power line 

that allo  

s 

rtner in Cristalino 
and Alem  

ive 

ufficient to prove the feasibility of industrial production through the 
hydr sits 

semi-

h establishes that CVRD shall pay to BNDES a specified 
 varies in accordance with copper market prices.  As an example, if the copper 

ge is US$1.00 per pound, we must pay 3.8% of 118 net revenues to BNDES.  We 
currently estim ve 

 

Mineral Prospecting and Development 

A cting and development activities in Brazil, we h nsive experience 
in exp s of t orl r cur  
miner a, Australia azil, Chile, Ga a, Moza ue, 

ws us to purchase electrical power at market rates.  We have a long-term energy supply contract with
Eletronorte, which sells us energy from the Tucuruí hydroelectric power plant located on the Tocantins river. 

We have four copper projects: Salobo, Cristalino, Alemão and 118.  Salobo, in which we own a 100% stake, ha
a feasibility study in progress, Cristalino, in which we own a 50% stake, has a pre-feasibility study concluded and 
Alemão, in which we own a 67% stake, has a pre-feasibility study in progress.  BNDES is our pa

ão.  In addition, we and BNDES are prospecting the Carajás region for new copper exploration projects. 
See Item 4.  Information on the Company—Lines of Business—Mining—Mineral Risk Contract. 

We are constructing a semi-industrial plant to process copper using the hydrometallurgical route.  The object
of this plant, which will have capacity to produce 10,000 tons of copper cathodes per year, is to test a new 
technological route to produce the metal from copper sulphide concentrates.  We will use copper concentrate from 
the Sossego mine to feed the plant, which is expected to start up by the second quarter of 2007 and be productive for 
two years.  We estimate that this period will be s

ometallurgical route, supporting the construction of a larger plant to process copper ore from other depo
owned by CVRD, including the Salobo project.  The capital expenditures estimated for the construction of this 
industrial plant amount to US$58 million. 

In October 2005, our Board of Directors approved our investment in the 118 copper mining project, located in 
the state of Pará, Brazil.  In 2005, in compliance with the Mineral Risk Contract we have with BNDES, we have 
entered into a specific agreement with BNDES, whic
percentage of 118 net revenues that
price on the London Metal Exchan

ate that capital expenditures for the project will amount to approximately US$232 million and ha
targeted startup for the first half of 2008.  The estimated production capacity of the project is 36,000 tons of copper
cathode per year. 

s part of our mineral prospe ave acquired exte
loration techniques and processes specifically designed for use in tropical area he w d.  Ou rent
al exploration efforts are mainly in Angola, Argentin , Br bon, Guine mbiq
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Mon ia, Peru and South Africa and focus on copper, gold, nickel, manganese ore, kaolin, bauxite, coal, potash, 
phos hates, diamond and platinum group metals. 

re the following: 

• copper exploration projects in Salobo, Cristalino and Al  the state of Pará, Brazil; 

• a phosphates exploration project in Bayóvar deposit locat e de nt  Piura, Peru; 

• nc uen, o nk lor gentina; 

•  re he nort oza e (M in the 
state of Queensland, Australia (Belvedere Project); and 

• a bauxite exploration project in Pitinga region, in the state of Amazonas, Brazi

Feasibility studies were concluded for the following projects, for which our Board as already 
appro

• Vermelho nickel project, located in the state of Pará, Brazil; and  

• 118 copper project, also located in the state of Pará, Brazil. 

For the Onça Puma nickel project, we are reviewing the feasibility study prepared b sources Corp. 
befor rt ents

e co iability of mining 
activ udget for mineral 
expl t budget) for 2006 is US$491 million. 

n  

Risk Contract in March 1997, relating to prospecting authorizations for 
min  r n are still in their early stages.  The Mineral Risk Contract provides for 
the jo t .5 million identified hectares of land 
in th al participation in any financial 
bene ned from the development of such resources.  Iron ore and manganese ore deposits already identified and 
sub  development were specifically excluded from the Mineral Risk Contract.   

eady 
 

er the 
Mineral Risk Contract, as of March 31, 2006, the remaining contributions towards exploration and development 
activities totaled US$5 million.  The contrac hat each p u e and have its 
financial interest prop tionally diluted.  ticipat  the Min ntra d to an 
amoun ower than 40% of the amount in ection wi xplor pm ts, then it 
provid ll lose all the rights and benefit rovided ral  any 
amounts roject

Und NDE  agreed to sate us for contributio xisting 
developm e Cara gion thro der’s fee p ction royal  mineral 
resources t into pr duction.  This f der’s fee is eq o 3.5% o enues derived 

gol
p

Among the large variety of projects in which we are engaged in conceptual and feasibility studies, the most 
important a

emão sites, located in

 ed in th partme of

 a potash exploration project in the provi e of Neuq n the ba s of Co ado river in Ar

 coal exploration projects in the Moatize gion, in t h of M mbiqu oatize Project), and 

l. 

of Directors h
ved the investments: 

y Canico Re
e seeking Board of Directors approval for fu her investm . 

Th sts of exploration and feasibility studies are recorded as expenses until the economic v
ities is established (see Note 3 to our financial statements).  The capital expenditures b
oration (included in the research and developmen

Mi eral Risk Contract

We and BNDES entered into a Mineral 
ing egions where drilling and exploratio

in development of certain unexplored mineral deposits in approximately 2
e Carajás region, which is part of the Northern System, as well as proportion
fits ear

ject to

Pursuant to the Mineral Risk Contract, we and BNDES each agreed to provide US$205 million, which 
represents half of the US$410 million in expenditures estimated as necessary to complete geological exploration and 
mineral resource development projects in the region.  In April 2004, the Mineral Risk Contract was renewed for an 
additional period of five years or until the total value of US$410 million is spent (including disbursements alr
made, which amounted to US$392.8 million as of December 31, 2005), whichever occurs first.

We will oversee these projects and BNDES will advance us half of our costs on a quarterly basis.  Und

t provides t
If a party’s par
vested  conn

arty may choose not to contrib t
ct is diluteor ion in

 e
eral Risk Co

t l  in th ation and develo
 for in the Mine

ent projec
Rises that the diluted party wi s p k Contract and

 previously contributed to the p .   

er the Mineral Risk Contract, B S has  compen our n of e
ent and ownership rights in th jás re ugh a fin rodu ty on
hat are discovered and placed o in ual t f the rev
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from he sale of gold, silver and platinum group metals and 1.5% of the revenues derived from the sale of other 
mine , nerals discovered in the Serra Leste region, state of Pará, for 
whic e

Aluminum

d.  These figures do not include the revenues of our unconsolidated joint ventures. 

 t
rals  including copper, except for gold and other mi
h th  finder’s fee is equal to 6.5% of revenues. 

-Related Operations 

The table below sets forth information regarding our consolidated bauxite, alumina and aluminum gross 
revenues for the periods indicate

 For the Year Ended December 31, 
 2003 2004 2005 
 (in millions of US$) 

Revenues classified by category    
Bauxite..........................................................................................  US$ 37  US$ 53  US$ 54 
Alumina ........................................................................................  495   458   531 
Aluminum.....................................................................................  320   739   823 

Total .....................................................................................  US$ 852 US$ 1,250 US$ 1,408 
 

 

We operate our aluminum-related businesses through the following subsidiaries and joint ventures, as of April 
30, 2006: 

 Business 

Our Direct or Indirect 
Share of Capital 
(Voting, Total) Partners 

  Voting Total  
  (%)  
Albras-Alumínio Brasileiro S.A.  (Albras) ................. Aluminum 51.00% 51.00% Nippon Amazon 

Alunorte-Alumina do Norte do Brasil S.A. 
(Alunorte) (1) ..............................................................

 
Alumina 

 
59.53 

 
57.03 

 
Companhia Brasileira de 
Alumínio – CBA 
JAIC 

Nippon Amazon 
dro 

 

Mineração Rio do Norte S.A.  (MRN)........................ Bauxite 40.00 40.00 

 
 
Billiton Metais 

Companhia Brasileira de 
ínio — CBA  

Norsk Hydro 

liton Metais 

Mitsui 
Mitsubishi 

Norsk Hy

Abalco 
Alcoa 
Alcan
AWA
BHP 

Alum

Valesul Alumínio S.A.  (Valesul) ............................... Aluminum 54.51 54.51 BHP Bil

 
(1) The percentages reflecting our direct or indirect share of capital for Alunorte refer to paid-in capital.  

These subsidiaries and joint ventures engage in: 

• mining bauxite, 

• refining bauxite into alumina, and 

• smelting alumina to produce primary aluminum and aluminum alloys. 
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Bau

auxite for sale to our joint venture partners 
and us.  Excess production may be sold to customers.  MRN operates three open-pit bauxite mines, which produce 
high eves 
can be produced economically in the future.  MRN had gross revenues of US$432 million and net income of 
US$160 million in 2005.  MRN’s mi es are located in the northern region of th

The ta  of De 5.   

  Proven and Probable Reserves(1) 

xite 

MRN.  MRN, the largest bauxite operation in the world, produces b

 quality bauxite.  In addition, MRN controls substantial additional high quality bauxite resources that it beli

n e state of Pará. 

ble below sets forth inform garding MRN’s bauxite reservesation re  as cember 31, 200

 Projected 
Exhaustion Date 

 
Type 

 
Ore Tonnage 

 
Grade(2) 

   (millions of tons) (% Al203) 
Mineração Rio do Norte S.A.  

Almeidas ............................................ 2009 Open 
   

pit 11.7 51.2 
o .................................................. 2012 Open pit 48.2 51.1 
ba ................................................ 2009 Open pit 6.2 53.1 

Saracá V ............................................. 2010 Open pit 5.7 47.2 

Avis
Baca

Saracá W ............................................ 2015 Open pit 17.1 50.3 
Total ...............................................   88.9 50.8 (3) 

 
(1) CVRD’s ownership of MRN’s bauxite reserves is 40%.   
(2) Expressed as available Al203. 
(3)  Expressed as dry product metric tons.  Recovery of dry product from dry ROM bauxite ranges from 69 to 82%, depending on th

deposit, with a weighted average of 74%. 
 

Operations at MRN’s mines commenced in 1979.  For 2003, 2004 and 2005 production

e 

 equaled 14.4, 16.7, and 
17.2

d 
 the Trombetas river.  The Trombetas river is a tributary of the Amazon river and MRN’s port 

facil port facilities serving its 
mines.  T  their own 
thermoelectric power station.  MRN completed the expansion of its capacity fro illion 
tons in 2003. 

O e-or- sis to us a  joint vent
partners at a price that is determined by a formula linked to the price of aluminum for three-month contracts in the 
Lon

 production in the first half of 2007 to supply 
Alu ll be 

t 

chieve 
on capacity of 9.9 million tons by 2008. 

 million tons, respectively. 

MRN operates ore beneficiation facilities at its mines, which are connected by rail to a loading terminal an
port facilities on

ities can handle vessels of up to 60,000 DWT.  MRN owns and operates the rail and the 
he MRN bauxite mines are accessible by road from the port area and obtain electricity from

m 11.0 million tons to 16.3 m

ur MRN bauxite joint venture produces bauxite for sale on a tak pay ba nd our ure 

don Metal Exchange and to the price of alumina exported from Australia.  Our Alunorte alumina subsidiary, 
which we began consolidating in July 2002, purchases all of its bauxite requirements from MRN.   

Paragominas project.  We hold active mining rights in the Paragominas region in the state of Pará, where a new 
wholly-owned bauxite mine is expected to begin commercial

norte’s new expansion with 5.4 million tons per year of wet 12% moisture bauxite. The bauxite quality wi
similar to MRN’s, and the project will use the strip mining method of extraction, and have a beneficiation plant 
including milling and a 244-kilometer long slurry pipeline.  We expect that total capital expenditures on this projec
will be approximately US$352 million.  Additionally, our Board of Directors has approved a further expansion at 
Paragominas, which will require an additional investment of approximately US$196 million to produce an additional 
4.5 million tons.  After the conclusion of these two stages of expansion, we expect the Paragominas mine to a
a nominal producti

The table below sets forth information regarding the Paragominas bauxite reserves as of December 31, 2005.   

 Proven and Probable Reserves (1) 
  

 
Ore Tonnage  

(millions of tons) 
Grade  

(% Al203) 

Miltonia 3 .......................................................... 204.9 49.4 
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Miltonia 5 .......................................................... 98.6 47.3 

Total................................................................... 303.5 48.7 

 
 (1) Expressed as dry product metric tons. Planned product recovery is an average of 70% of the dry ROM tons. 

Alumina 

Alunorte began operations in July 1995 and prod
unorte ant concluded its first expansion of capaci

uces alumina by refining bauxite that MRN supplies.  The 
Al  pl ty (stage 3) in 2003 and its second expansion (stages 4 and 5) 
in th

 
 the 

are infrastructure and other resources.  Alunorte had gross revenues of US$625 million and net income 
of U in 

 Metal Exchange.   

e first quarter of 2006, reaching a nominal production capacity of 4.4 million tons of alumina per year and 
becoming the largest alumina refinery in the world.  In 2005, Alunorte produced 2.6 million tons.  Alunorte sells
alumina to Albras, Valesul and unaffiliated customers.  The Alunorte plant is located in the city of Barcarena, in
state of Pará, next to Albras’ aluminum production facilities.  This allows Alunorte and its principal customer, 
Albras, to sh

S$121 million in 2005.  This refinery has one of the lowest conversion costs in the world (US$79.16 per ton 
2005).  

Each Alunorte partner must purchase on a take-or-pay basis all alumina produced by Alunorte in proportion to 
its respective interest.  The partners each pay the same price, which is determined by a formula based on the price of 
aluminum for three-month contracts on the London

The table below sets forth information regarding Alunorte’s alumina production for the periods indicated. 

 For the Year Ended December 31, 
 2003 2004 2005 
 (millions of tons) 

Alunorte production ............................................................................................... 2.323 2.548 2.570 
 

 

m 
a 

 to 
ip interests.  We generally market our aluminum in the global markets to clients in the aluminum 

industry. 

The table below sets forth information regarding Albras’ recent m product

We are currently investing in a further expansion through the construction of stages 6 and 7, which will require 
investments of US$846 million and add 1.8 million tons per year of capacity to the plant.  Alunorte’s capacity is 
expected to reach 6.3 million tons per year by 2008. 

Aluminum

Albras and Valesul each produce aluminum using alumina provided by Alunorte.  Alunorte supplied all of 
Albras’ alumina requirements and 54.5% of Valesul’s alumina requirements in 2005.  Albras produces aluminu
ingots and Valesul produces aluminum ingots, slabs, bars, billets and alloys.  Aluminum is produced from alumin
by means of a continuous electro-chemical process, which requires substantial amounts of electricity. 

Albras.  The Albras plant is one of the largest aluminum plants in the Americas, with a nominal capacity of 
445,000 tons per year.  Albras started its operations in 1985 at a plant located in Barcarena, in the state of Pará.  
Albras had gross revenues of US$808 million and net income of US$101 million in 2005. 

The Albras partners must purchase on a take-or-pay basis all aluminum produced by Albras in proportion
their ownersh

 aluminu ion. 

 For the Year Ended December 31, 
 2003 2004 2005 
 (thousand tons) 

 

Albra from Eletronorte, a state-owned electric power utility.  Eletronorte generates 
electricity at the Tucuruí hydroelectric power plant located on the Tocantins river.  This plant is the sole source of 

s of 
Albras production................................................................................................... 432.1 435.0 445.8 

s purchases electrical power 
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electrical power in the region in the quantities required for Albras’ operations.  Albras consumes approximately one-
quarter of the non-peak period output of the Tucuruí plant. 

In May 2004, Albras successfully executed an auction to purchase electricity for a 20-year period.  This 
agreement became effective beginning June 2004.  The basic purchase price is R$ 53.00 per MWh, indexed to the 
general market price index, IGP-M, as calculated by Fundação Getúlio Vargas.  In addition to the basic price, a 
premium is paid that is linked to the amount by which the price of primary aluminum exceeds US$1,450.00 per ton, 
as registered at the London Metal Exchange (LME).  See Item 4.  Information on the Company—Regulatory 
Matters—Energy. 

Valesul.  Valesul started its operations in 1982 and operates a plant located in the state of Rio de Janeiro with a 
nom  aluminum and aluminum alloys in the form of 
ingots and billets.  Valesul’s aluminum products are sold primarily in the Brazilian market on a spot basis.  Valesul 
had gros s than US$1 million in 2005.  Valesul sells directly to 
its own clients.  Valesul produced 92.6, 95.8 and 94.0 tons of aluminum and alluminum alloys and recycled 11.7, 
14.4 and

Valesul currently obtains a portion of its electrical energy requirements from four wholly owned small 
hyd le achadinho hydroelectric power 
plant, in the state of Santa Catarina, in which Valesul has a share of 7.28%, and the remainder from a third-party 
pow co nts.  Valesul is currently 
enga d in litig , the electricity utility 
com

pply.  

.  
 

 

Our logistics business comprises the transportation of customers’ products and passengers.  We conduct this 
busi

h 

inal capacity of 95,000 tons per year.  Valesul produces primary

s revenues of US$229 million and net income of les

 16.7 tons of third-party aluminum scrap in 2005, 2004 and 2003, respectively. 

roe ctric power plants located in the state of Minas Gerais, a portion from the M

er mpany at market rates.  Valesul is able to supply 40% of its own energy requireme
ge ation regarding the rates that Light – Serviços de Eletricidade S.A., or Light
pany of the state of Rio de Janeiro, charges Valesul for the transmission of electricity.  See Item 8.  Financial 

Information—Legal Proceedings. 

Competition in Bauxite, Alumina and Aluminum 

The global aluminum market is highly competitive.  The largest producers are Alcoa, Rusal, Alcan, Norsk 
Hydro, BHP Billiton and Chalco.  The alumina and bauxite markets are also competitive, but are much smaller, 
because many of the major aluminum-producing companies have integrated bauxite, alumina and aluminum 
operations. 

Bauxite.  Most of global bauxite production is not traded, as it is dedicated to integrated alumina refineries.  
Competition in the bauxite market is based primarily on two key factors: quality of bauxite and reliability of su
We believe that MRN remains competitive in this market because of the high quality of Brazilian bauxite, and our 
aluminum production system, which ensures internal use of our bauxite production.  We use a major part of our take 
of MRN’s bauxite production to supply Alunorte. 

Alumina.  Competition in the alumina market is based primarily on quality, reliability of supply and price, 
which is directly related to lower costs.  We believe that Alunorte is competitive in the alumina market because of 
the high quality of its alumina, its advantages in scale and technology, low conversion cost, its efficient port 
facilities, and the ongoing commitment of its shareholders to purchase a substantial portion of its annual production
We use a substantial portion of our share of Alunorte’s alumina production to supply the Brazilian market (Albras
and Valesul), and sell the remainder to customers in other countries, such as Canada, Argentina and Norway.   

Aluminum.  As primary aluminum is a commodity, competition in the aluminum market is based primarily on
the economics of transportation and the costs of production.  We believe that Albras is competitive in the aluminum 
market because of its relatively efficient and accessible port facilities, and its generally prevailing lower costs of 
production.  We generally market aluminum to customers in Asia and Europe. 

Logistics 

ness at the parent company level, by operating the Vitória a Minas and Carajás railroads, the Tubarão port 
complex, the Inácio Barbosa maritime terminal and the Ponta da Madeira maritime terminal, as well as throug
subsidiaries.  Our subsidiaries include Cia. Portuária Baía de Sepetiba, or CPBS, and Terminal de Vila Velha S.A., 
or TVV, which operate ports and terminals; Navegação Vale do Rio Doce S.A. – Docenave, or Docenave, and 
DCNDB Overseas S.A., or DCNDB, which conduct shipping activities; and Ferrovia Centro-Atlântica S.A., or 
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e FCA, which operates railroads.  We also hold, directly and indirectly, 37.2% of the voting capital and 40.5% of th
total capital in MRS Logística S.A., a railroad joint venture with Brazilian steel industries. 

The table below sets forth information regarding our third-party logistics gross revenues for the periods 
indicated. 

 For the Year Ended December 31, 
 2003(1) 2004 2005 
  
Revenues classified by category    
Railroads...............................................................................................  US$ 373 US$ 612 US$ 881 
Ports ......................................................................................................  144 173 230 
Ships .....................................................................................................  87 92 105 
Total........................................................................................................... US$ 604 US$ 877 US$ 1,216 

 
(1) The operations o

consolidating their
f CAEMI and FCA are reflected in the above table as of September 2003, the date on which we acquired and began 

 operations. 

gle 
is 

0-year renewable concession, which expires in 2027.  The Vitória a Minas railroad 
cons

ybean, soybean meal and fertilizers; and  

 

in 

ermit 
 of trains in opposite directions.  The Carajás railroad has a daily capacity of 200,000 tons of iron ore.  In 

200 r 

e 

 
Railroads 

Vitória a Minas railroad.  The Vitória a Minas railroad links our Southern System mines in the Iron Quadran
region in the state of Minas Gerais with the Tubarão Port, in Vitória, in the state of Espírito Santo.  We operate th
905-kilometer railroad under a 3

ists of two lines of track extending for a distance of 601 kilometers to permit continuous railroad travel in 
opposite directions, and single-track branches of 304 kilometers.  Industrial manufacturers are located near this area 
and major agricultural regions are adjacent and accessible to the Vitória a Minas railroad.  The Vitória a Minas has a 
daily capacity of 312,000 tons of iron ore.  In 2005, the Vitória a Minas railroad carried a total of 68.7 billion ntk of 
iron ore and other cargo (of which 18.3 billion ntk, or 26.7%, consisted of cargo transported for customers, including 
iron ore for Brazilian customers).  The Vitória a Minas railroad also carried approximately 1.1 million passengers in 
2005. 

The principal cargo of the Vitória a Minas railroad consists of: 

• iron ore and pellets, carried for us and customers; 

• steel, coal, pig iron, limestone and other raw material carried for customers with steel mills located along 
the railroad; 

• agricultural products, such as so

• other general cargo, such as building materials, pulp, fuel and chemical products. 

We charge market rates (which are limited by the tariffs fixed by ANTT) for customer freight, including pellets 
originating from joint ventures and other enterprises in which we do not own 100% of the equity interest.  Market
rates vary based upon the distance traveled, the kind of product and the weight of the freight in question. 

Carajás railroad.  We operate the Carajás railroad under a 30-year renewable concession, which expires 
2027.  This railroad, located in the Northern System, starts at our Carajás iron ore mine in the state of Pará, and 
extends 892 kilometers to our Ponta da Madeira Maritime terminal complex facilities located near the São Luís Port 
in the state of Maranhão.  The Carajás railroad consists of one line of track, with spur tracks and turnouts to p
the passage

5, the Carajás railroad carried a total of 69.5 billion ntk of iron ore and other cargo (of which 5.0 billion ntk, o
7.2%, consisted of cargo transported for customers, including iron ore for Brazilian customers).  The Carajás 
railroad also carried approximately 369 thousand passengers in 2005.  The main cargo of the Carajás railroad 
consists of iron ore, principally carried for us.  In the third quarter of 2006, we also intend to begin operations of th
largest capacity train in Latin America.  This train, which will have 312 cars, measures 3.2 kilometers long and 
weighs 319 gross tons, will help us meet the growing demand for sources of the Carajás railroad. 
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Boa Vista Nova in the state of São Paulo, Brazil.  This 
connection allows FCA to reach the Santos Port, in the state of São Paulo.  In November 2005, FCA consolidated a 
port

 for clients. 

under a 30-year renewable concession granted in 1996.  As a 
result of our acquisitions of CAEMI and Ferteco, our current participation in the voting capital of MRS is higher 

it of 20%, imposed at the time of the bid for the MRS railroad concession.  CADE has approved these 
acquisitions, subject to certain conditions, including restructuring of our equity stake in MRS.  We are currently 
cont  

ntitrust proceedings that could result in divestitures, fines or other restrictions that 
could harm our business and Item 8.  Financial Information—Legal Proceedings.  On April 13, 2006, ANTT 
pub

ure of MRS, or (b) waive our voting and veto rights 
specifically in connection with the MRS shares we hold as a result of our acquisition and consolidation of Ferteco.  
The ANTT resolution also recommends that we comply with the CADE d ify our 
MRS shareholding in a single bl k.  On May 10, 2006, we inform  ANTT of our on to waive ting 
and veto rights in connection with the MRS shares mentioned above, which rep e total capital 
stock nform on on the omp  Regula ry Ma  
Railroads

Port

We operate ports and terminals principally as a means to complete the distribution of our iron ore and pellets to 
seab

uare kilometers, is located near 
the Vitória Port in the state of Espírito Santo.  The iron ore maritime terminal located in this area has two piers.  Pier 
I can 0 

 per 
 

2005, 84.1 million tons of iron ore and pellets were shipped through the terminal for us.  Praia Mole Terminal, also 
loca

 pig 
an 

on tons of pig iron in 2005.  

Ferrovia Centro-Atlântica.  Our subsidiary FCA operates the central east regional railway network of the 
Brazilian national railway system under a 30-year renewable concession granted in 1996.  The central east network
contains approximately 7,000 kilometers of track extending into the states of Sergipe, Bahia, Espírito Santo, Minas 
Gerais, Rio de Janeiro and Goiás and Brasília, the Federal District, Brazil.  It connects with our Vitória a Minas 
railroad near the cities of Belo Horizonte, in the state of Minas Gerais and Vitória, in the state of Espírito Santo.  
FCA operates on the same track gauge as our Vitória a Minas railroad.  The section of the network of Ferroban-
Ferrovias Bandeirantes S.A. (Ferroban) between Araguari and Vale Fértil rail station, near the city of Uberaba, in 
the state of Minas Gerais, has been operated by FCA since 1998 and in January 2002, FCA began operating the 
section between Vale Fértil in the state of Minas Gerais and 

ion of Ferroban’s spun-off assets related to the operation of the section between Araguari, in the state of Minas 
Gerais, and Boa Vista Nova, in the state of São Paulo.  As a result of this consolidation, FCA directly holds the 
railroad concession related to this section and no longer holds a stake in Ferroban’s capital.  In 2005, the FCA 
railroad transported a total of 10.7 billion ntk of cargo

MRS.  We own, directly and indirectly, 37.2% of the voting capital and 40.5% of the total capital in MRS.  
MRS is a 1,674-kilometer railroad, which links the states of Rio de Janeiro, São Paulo and Minas Gerais and 
transported 107 million tons in 2005.  MRS operates 

than the lim

esting certain procedural defects in the CADE decision.  See Item 3. Risk Factors–Risks Related to Our Business
– We are involved in ongoing a

lished a resolution requiring us to (i) sell those common shares we hold in MRS as a result of our acquisition and 
consolidation of Ferteco which are covered by the MRS Shareholders Agreement; or (ii) (a) cause the shareholders 
of MRS to approve certain changes in the capital struct

ecision requirement that we un
oc ed the  decisi  our vo

resent 10.9% of th
 and 19.3% of voting capital stock of MRS.  See Item 4. I ati C any – to tters –

. 

s and Terminals 

orne vessels serving the export seaborne market.  See Item 4.  Information on the Company—Lines of 
Business—Mining—Ferrous Minerals—Pellets—Distribution (Iron Ore and Pellets).  We also use our ports and 
terminals to handle third-party cargo.  In 2005, 19% of the cargo handled by our ports and terminals represented 
cargo handled for third parties. 

Tubarão Port.  The Tubarão Port, which covers an area of approximately 18 sq

 accommodate two vessels at a time, one of up to 170,000 DWT on the southern side and one of up to 200,00
DWT on the northern side.  Pier II can accommodate one vessel of up to 360,000 DWT at a time, limited at 20 
meters draft plus tide.  In Pier I there are two ship loaders, which can load up to a combined total of 14,000 tons
hour.  In Pier II there are two ship loaders that work alternately and can each load up to 16,000 tons per hour.  In

ted in the Tubarão Port, is principally a coal terminal and handled 11.3 million tons in 2005.  We operate a grain 
terminal called Terminal de Produtos Diversos, in the Tubarão area, which handled 5.5 million tons of grains and 
fertilizers in 2005.  We also operate a bulk liquid terminal that handled 1.1 million tons in 2005.   

Vitória Port.  Until September 2006, CVRD is authorized to operate the Paul Terminal, which specializes in
iron handling and is located near the Vitória Port, in the state of Espírito Santo.  This terminal has one pier that c
accommodate one vessel of up to 75,000 DWT, which can load up to 900 tons per hour.  The Paul Terminal handled 
2.2 milli
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e terminal.  The Ponta da Madeira maritime terminal is located near the Itaqui Port in 
the state of Maranhão.  The terminal facilities can accommodate three vessels.  Pier I can accommodate vessels 
disp erths have a 
maximum loading rate of 16,000 tons per hour at Pier I and 8,000 tons per hour at Pier II.  In February 2004, Pier III 
began operations.  Pier III has two bert e vessels of up to 220,000 DWT and has a maximum 
loading rate of 8,000 tons per hour in eac

Cargo shipped t ough our Ponta da e terminal consists pr own iron re 
produ n r ate produ ig i ans 
for third parties.  In 2005, 70.1 million tons were handled through the terminal for us and 4.3 mill
customers. 

I l (TMIB).  Sin ve 4, CVRD he I osa 
maritime terminal located in the state of Sergipe.  This termi ilt by Petrobras – Petróleo . 
and transferred to Sergiportos, a state-owned company.  In D er 2002, Petrobras took over c  
Barbosa maritime terminal in exchange for the cancellation of a liability of the state of Sergipe.  C
Petrobras entered into an agreement in December 2002, which allows CVRD to run this terminal for a od of ten 
years 0  thou ns ultural a  pro pped 
through Inácio Barbosa maritime terminal. 

Terminal de Vila Velha S.A. (TVV).  In May 1998, we en  25-year lease for the Cap
terminal in Vitória, in the state of Espírito Santo.  To run this al CVRD established Termin e Vila Velha 
S.A.   TVV is a terminal for loading and unloading o tainers, in addition to being an alternative for 

eneral cargo and automobile operations in outheast and Mi l.  It is connected to the Vitória a Minas 
ilr

t 
 

 

lk 

Ponta da Madeira maritim

lacing up to 420,000 DWT.  Pier II can accommodate vessels of up to 155,000 DWT.  The two b

hs, can accommodat
h berth. 

hr  Madeira maritim incipal  of our ly  o
ction.  Other cargo includes manganese ore a d coppe  concentr ced by us and p ron and soybe

ion tons for 

nácio Barbosa maritime termina ce No mber 199  has operated t nácio Barb
nal was bu  Brasileiro S.A

ontrol of Inácio
VRD and 

peri

ecemb

 ending in December 2012.  In 20 5, 954 sand to  of fuel and agric nd steel ducts were shi

uaba maritime tered into a
 termin al d

(TVV). f con  
g
ra

 S dwest Brazi
oad and with easy access to the BR101 and BR262 highways.  The terminal is formed by berths 203 and 204 at 

the Capuaba Quay and has a 450-meter berth area and retro-area measuring nearly 100 thousand square meters.  It 
has a covered storage area measuring 13,300 square meters and a yard with capacity for 3,300 containers.  TVV is 
equipped with two quays cranes, two portainers and four transtainers.  In 2005, 165.6 thousand containers and 54 
thousand tons of general cargo were shipped through TVV. 

Cia. Portuária Baía de Sepetiba (CPBS) – Itaguaí maritime terminal, CPBS is a wholly-owned subsidiary tha
operates the Itaguaí terminal, in the Sepetiba Port, in the state of Rio de Janeiro.  Itaguaí’s maritime terminal has a
pier that allows the loading of ships of up to 18.1 meters and up to 230,000 DWT.  In 2005, the terminal uploaded 
approximately 21 million tons of iron ore.   

Guaíba Island maritime terminal.  MBR has its own maritime terminal on Guaiba Island, also in the Sepetiba 
Port.  The iron ore terminal has a pier that allows the loading of ships of up to 300,000 DWT.  In 2005, the terminal
uploaded approximately 39 million tons of iron ore. 

Shipping 

We operate in three distinct shipping areas: seaborne dry bulk transportation services, coastal shipping liner 
service and tug boat services. 

In seaborne dry bulk transportation service, we carried 4.325 million tons of dry bulk, generating gross revenues 
of US$30 million in 2005.  The table below sets forth information on the volume of cargo that our seaborne dry bu
shipping service carried for the periods indicated.   

 For the Year Ended December 31, 
 2003 2004 2005 
 (thousands of tons) 

Iron ore:    
CVRD........................................................................................ 4,386 5,291 1,981 
Third party................................................................................. 1,860 312 148

Coal....................................................................................................
 

. 256 306 — 
Other ................................................................................................... 2,819 830 2,196 

Total ................................................................................. 9,321 6,739 4,325 
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r capesize and panamax vessels chartered on a spot 
basis.  Our own capesize vessels have been trading worldwide carrying primarily iron ore.  The chartered vessels 
(two capesize and eight panamax) have be racted for the transportation of iron a da Madeira 
maritime terminal, in the state of Maran ia Mole al, in P ate 
Sant   We intend to sell o ing size ve he end 

The coastal shipping liner service is o ed by five vessels, chartered o  a bare s, w r th
South o Aire  to Fortaleza, in the  Ceará, in
Braz s se ne ross revenues 5 million  9
equivalent units (teus) t  2005. 

  tug seve d and nine  in the po
of Espírito Santo, Trom ate of Pará, São Luís in the state of ão and Aracaju in the state of 
Serg oss es o 6 million in 2

Competition in the ustry.  Our railr  road transport, including trucks, with the 
main st ippi e.  W  have many c s in the c l
serv

Inve

We have investme lowing joint ven l business, as of April 30, 2006: 

 

Our Direct or Indirect 
f Ca

(Voting—Total) 

For the transportation of the cargo shown above for 2005, we operated a fleet of bulk vessels, which is 
comprised of three capesize vessels owned by us and a few othe

en cont
hão, to Pra
 three cape

ore from Pont
ort, in the stTermin

ssel  t
the Tubarão 

of 2006. 
of Espírito 

o. ur remain s by

perat n boat basi hich cove e 
American east c

il, providing week
ast from Buenos 

ly service.  Thi
ransported in

s, in Argentina
rated g

 state of
 of US$7

 the
3,813 twe

 northeast of 
rvice ge with nty 

We also operate a fleet of sixteen
betas in the st

boats ( n owne chartered)
Maranh

rts of Vitória in the state 

ipe.  These services generated gr

 logistics ind

revenu f US$2 005.  

oads compete with
 factors being co

ice. 
, safety and sh ng tim e also ompetitor oasta  shipping liner 

stments in Steelmaking 

nts in the fol tures in the stee

Share o pital 
Partners 

2005 Net
Revenues 

 Principal 
Products 

 Voting Total  (in millions of US$)  
 (%)    

50.00% E Steel US$ 1,234 l; 

galvanized steel; 
steel tubes 
 

Ternium 
Employees 

thers 
 

 1,454 
; 

cold-rolled steel; 
galvanized steel; 
tin plates 
 

m

pregados 

 

plates; electro 
galvanized steel 
 

The market value of our investments in Usiminas and Siderar, both of which are publicly traded companies, was 
US$ e 

n 
steel producing companies (including CSI, a privately held company) was US$584 million at December 31, 2005.  
We earned US$90 million in dividends fro

e the third quarter of 2005, Nucor Corporation and we have jointly operated an environmentally friendly 
project in Northern Brazil.  The project utilizes two conventional mini-blast furnaces to produce 

app il.  
tal 

o Gusa 
Car 8% 

CSI (California, United States) ............. 50.00% JF Hot-rolled stee
cold-rolled steel; 

Siderar (Argentina)................................ 4.85 4.85 

O

 Steel slabs;  
hot-rolled steel

Usi inas (Brazil) .................................. 22.99 11.46 Nippon Usiminas 
Previ 
Caixa dos          

  5,548 Hot-rolled steel; 
cold-rolled steel; 
heavy steel 

Em
da Usiminas 
Others 

      
 

566 million and US$142 million, respectively, at December 31, 2005.  The aggregate net book value of thes
investments was US$423 million at December 31, 2005.  The aggregate net book value of our total investments i

m these investments in 2005. 

Sinc
pig iron 

roximately 380,000 metric tons of pig iron per year, using iron ore from our Carajás mines in Northern Braz
The charcoal source is exclusively from eucalyptus trees grown in a cultivated forest of 82,000 acres with the to
project encompassing approximately 200,000 acres.  We and Nucor own a joint venture company, Ferr

ajás S.A., to operate the facility.  We have a 50% take of Ferro Gusa Carajás S.A. output.  Approximately 7
and 22% of the voting shares are held by CVRD and Nucor, respectively. 
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Ene  

ectricity.  Energy management and efficient supply have become 
priorities for us, driven by the uncertainties associated with changes in the regulatory framework, which increased 
the r  tages, such as the one Brazil experienced in the second 
half of 2001.  We perceived favorable investment opportunities in the Brazilian electricity sector and took advantage 
of th  ctric power generation projects set forth in the table below.  We plan to 
use t s for our internal needs.  We may experience construction delays in 
cert  g which may lead to higher costs.  Analysis of 
each proj nd regulations applicable to the electricity 
sect y prices 

osts 

tric 
n 
ion 

rgy Investments 

In 2005, we consumed 16.9 TWh of el

isk of rising electricity prices and electrical energy shor

em by investing in the eight hydroele
he electricity produced by these project

ain eneration projects due to environmental and regulatory issues, 
ect’s feasibility and investments will depend on the new laws a

or, which are currently under review by the Brazilian Federal government, and their impact on electricit
and supply.  As a large consumer of electricity, we expect that investing in power projects will help to reduce c
and protect us against energy price volatility.   

We currently have six hydroelectric power plants under operation and two under construction.  Our total 
projected investment in these hydroelectric projects is estimated at approximately US$880 million.  We cannot 
assure you that the aggregate cost will not escalate or that the projects will be completed on schedule.  We also hold 
43.85% of a consortium that has the concession right to build the Santa Isabel hydroelectric power plant at the 
Araguaia river, Brazil.  In 2005, we continued our efforts to return the concessions for the Santa Isabel hydroelec
project to ANEEL due to difficulties in obtaining the necessary environmental license to begin its construction.  I
addition, some of our affiliates generate part of their own electric energy.  The following table sets forth informat
regarding our power generation projects as of April 30, 2006: 

 Location 

Our 
Ownership 
Interest (1) Partners 

Begins/Began 
Operations 

Capacity/
Projected 
Capacity Our Investment 

 (%)  (in MW) 31, 2005 
      (in millions o
Aimorés..................... Rio Doce basin, 

in the state of 
Minas Gerais. 

51.00% Cemig  July 2005 330 US$ 136.5 

  As of 
December Projected 

Total 
f US$) 

US$ 141 

Candonga .................. Rio Doce basin, 50.00 Novelís  September 
2004 

140  46.0 — 

pi

Minas Gerais. Votorantim  

February 
2006 

240  87.1 90 

Araguari river, 48.42 Cemig  December 210  63.0 90 

Funil .......................... Rio Grande 51.00 Cemig  December 180  49.0 — 

Paulo and 
Minas Gerais. 

Anglo-American  

 

trela ............. Santo Antonio 
river, in the 

33.33 Cemig  
Coteminas  

September 
2001 

112  20.0  
 

— 

in the state of 
Minas Gerais. 

Ca m Branco I (3) ... Araguari river, 
in the state of 

48.42 Cemig  
Suzano 

Capim Branco II 
(3).............................. in the state of 

Minas Gerais. 
Suzano 
Votorantim  

2006(2) 

Estreito...................... Tocantins river, 
on the border of 
the states of 
Maranhão and 
Tocantins. 

30.00 Suez 
Alcoa 
Camargo Correia 

August 
2009(2) 

1,087  4.3 355 

river, in the 
state of Minas 
Gerais. 

2002 

Igarapava .................. Rio Grande, on 
the border of 
the states of São 

38.15 Votorantim  
CSN 
Cemig  

January 
1999 

210  88.1 —

Porto Es

state of Minas 
Gerais. 
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(1) In February 2006, we sold to Furnas Centrais Elétricas for approximately R$10 million our 40% stake in the consortium to build and 

operate the Foz do Chapecó hydroelectric power plant.  The closing of this transaction is subject to certain conditions precedent, 
including ANEEL’s approval of the transfer of control. 

(2) Projected date for commencement of the first unit of the project.  
(3) Capim Branco I and Capim Branco II are two different plants operated by the same consortium. 

In July 2005, Aimorés began operations with the start up of three turbines.  It has an installed capacity of 330 
MW and generation capacity of 172 average MW, equivalent to 1,560,720 MWh per annum. 

The Capim Branco I project obtained its operational license during December 2005, which allowed for the 
filling of the reservoir.  This milestone allowed the project to begin commercial operations in February of 200

REGULATORY MATTERS  

Mining 

Under the Brazilian Constitution, all mineral resources in Brazil belong to the Brazilian government.  
Brazilian Constitution requires that mining companies incorporate in accordance with Brazilian law.   

6. 

The 

• the manner in which mineral deposits are exploited, 

• the health and safety of workers, 

ble at DNPM’s discretion for another period of one to three years, provided that the 
requ

he Brazilian Constitution of 1988, as implemented by Law No. 8,001/1990, the 
Braz

The Brazilian Constitution and Mining Code impose on mining companies various regulatory restrictions 
relating to, among other things: 

• the protection and restoration of the environment, 

• the prevention of pollution, and 

• the promotion of local communities where mines are located. 

Mining companies in Brazil can only prospect and mine for mineral resources pursuant to prospecting 
authorizations or mining concessions granted by the National Mineral Production Department, Departamento 
Nacional de Produção Mineral, or DNPM, an agency of the Ministry of Mines and Energy of the Brazilian 
government.  DNPM grants prospecting authorizations to a requesting party for an initial period of three years.  
These authorizations are renewa

esting party is able to show that the renewal is necessary for proper conclusion of prospecting activities.  On-site 
prospecting activities must start within 60 days of official publication of the issuance of a prospecting authorization.  
Upon completion of prospecting activities and geological exploration at the site, the grantee must submit a final 
report to DNPM.  If the geological exploration reveals the existence of a mineral deposit that is economically 
exploitable, the grantee will have one year (which DNPM may extend) from approval of the report by DNPM to 
apply for a mining concession or to transfer its right to apply for a mining concession to a third party.  When a 
mining concession is granted, the holder of the concession must begin on-site mining activities within six months.  
DNPM grants mining concessions for an indeterminate period of time lasting until the exhaustion of the mineral 
deposit.  Extracted minerals that are specified in the concession belong to the holder of the concession.  With the 
prior approval of DNPM, the holder of a mining concession can transfer it to a third party that is qualified to own 
concessions.  In some cases, mining concessions are challenged by third parties. 

Pursuant to Article 20 of t
ilian government charges us a royalty, known as Compensação Financeira pela Exploração de Recursos 

Minerais  (CFEM), on the revenues from the sale of minerals we extract, net of taxes, insurance costs and costs of 
transportation.  The annual rates we pay on our products are: 

• bauxite, potash and manganese ore, 3%;  

• iron ore, kaolin, copper, nickel and fertilizers, 2%; and 
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The Mining Code and ancillary mining laws and regulations also impose other financial obligations.  For 
exam

lts of 

 

d 

are 
higher rate of 3% that generally applies to potash products.  See Item 8.  Financial Information—Legal 

Proceedings. 

d concession contracts 
granted by the Federal government impose certain shareholder ownership limitations.  For FCA, the concession 
cont

ake.   

ovides that each shareholder can only own up to 20% of the voting capital 
of the concessionaire, unless otherwise permitted by ANTT.  However, as a consequence of our acquisitions of 
CAE tal 

in 

 (ii) (a) cause the shareholders of MRS to approve certain changes in the capital structure of MRS, or 
(b) waive our voting and veto rights specifically in connection with the MRS shares we hold as a result of our 
acqu

Information on the Company—Lines of Business—Logistics and Item 8.  Financial Information—Legal Proceedings.   

The ANTT also sets different tariff limits for railroad services for each of the concessionaires and each of the 
diff

s 
d ANEEL.  The role of ANEEL is to implement and enforce policies and regulations designated by 

the Ministry of Mines and Energy and aimed at organizing and regulating the electricity sector and power 
com

articular area for a period of time that should be sufficient for the concessionaire to 
recover its investment.  The concessions for power generation are granted for up to 35 years and may be renewed at 
the F

• gold, 1%. 

ple, mining companies must compensate landowners for the damages and loss of income caused by the use and 
occupation of the land (either for exploitation or exploration) and must also share with the landowners the resu
the exploration based on 50% of the CFEM.  Mining companies must also compensate the government for damages 
caused to public lands.  A substantial majority of our mines and mining concessions are on lands owned by us or on
public lands for which we hold mining concessions.   

We are currently engaged in a series of administrative and other legal proceedings alleging that we have faile
to collect the proper amount of CFEM.  In addition, we are discussing with DNPM what is the CFEM rate 
applicable to potash.  Because potash is used as a fertilizer, we believe the applicable rate is the 2% rate that applies 
to fertilizers, but DNPM has asserted that CFEM should be levied on all potash products, regardless of how they 
used, at the 

Railroads 

The Brazilian government, acting through the Ministry of Transportation and the ANTT, regulates and 
supervises the policies for the railroad transportation sector.  The Federal government may grant private companies 
concessions for the construction, operation or commercial exploration of railroads.  Railroa

ract provides that each shareholder can only own up to 20% of the voting capital of the concessionaire, unless 
otherwise permitted by ANTT.  The 20% ownership limitation does not apply to our Vitória a Minas and Carajás 
railroads.  We are in compliance with the requirements imposed by the concession contracts for our FCA railroad 
operations, for which we have received an authorization from the ANTT for our current 99.99% ownership st

The MRS concession contract also pr

MI and Ferteco in 2003, we increased our stake in MRS to 37.2% of the voting capital and 40.5% of the to
capital.  On April 13, 2006, ANTT published a resolution requiring us to (i) sell those common shares we hold 
MRS as a result of our acquisition and consolidation of Ferteco which are covered by the MRS Shareholders 
Agreement; or

isition and consolidation of Ferteco.  The ANTT resolution also recommends that we comply with the CADE 
decision requirement that we unify our MRS shareholding in a single block.  On May 10, 2006, we informed the 
ANTT of our decision to waive our voting and veto rights in connection with the MRS shares mentioned above, 
which represent 10.9% of the total capital stock and 19.3% of voting capital stock of MRS.    See Item 4.  

erent products transported.  So long as these limits are respected, the actual prices charged can be negotiated 
directly with the users of such services. 

Electric Energy  

The power industry in Brazil is regulated by the Brazilian government, acting through the Ministry of Mine
and Energy an

panies.  ANEEL should ensure consumers an efficient and economical energy supply through regulation 
enforcement and the monitoring of prices and the operational efficiency of power companies.   

Under the law governing the electricity sector, concessions grant exclusive rights to generate and transmit or to 
distribute electricity in a p

ederal government’s discretion for an additional period of up to 35 years.  Concessionaires (distributors) are 
required to supply electricity for public services, on a continuing basis, in sufficient quantity and within approved 
standards of quality, provided. 
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1998 

rological risk, and consequently reducing generation volatility among all generators.  In 
order to implement the MRE, ANEEL designates a level of energy production, known as Assured Energy, for each 
gene

 time 

le are able 

ining, the 

mara 

t 
he 

racts of the several market agents (generators, distributors, traders and large consumers), and the 
amount of energy actually consumed and produced.  The settlement is done in accordance with the CCEE spot 
pric

nalties may apply for errors above 5% of consumed energy.  This law created 
two parallel markets for energy:  a regulated market, in which a distributor will enter into contracts to supply its 
regu

mers 
 

The energy trading commission, CCEE, created by the new law to replace the Mercado Atacadista de Energia, 
or M

t 

r 

cess our energy supply, incurring 
lower costs and obtaining higher quality. 

of 

s that 
edings. 

Given the hydrologic and integrated nature of the Brazilian electricity generation matrix, Decree No. 2655/
created the Mecanismo de Realocação de Energia (Energy Reallocation Mechanism), known as MRE, as a 
mechanism for sharing hyd

rator, every five years.  Assured Energy is calculated in accordance with a statistical model based on average 
rainfalls in the relevant region, water flows of rivers and water levels in each plant’s reservoir over a multi-year
frame.  Each generator is allowed to enter into contracts to sell up to 100% of its Assured Energy.  To the extent a 
generator has signed contracts for the sale of its Assured Energy, and as long as MRE members as a who
to meet MRE Assured Energy levels, it receives payments based on these contractual terms, regardless of its level of 
actual generation.  If all MRE members meet their contracted energy and there is a surplus of energy rema
net regional surplus generation is allocated among generators in different regions and this energy surplus may be 
sold in the wholesale market. 

All contracts for wholesale energy purchases and sales are currently recorded in the wholesale market, Câ
de Comercialização de Energia Elétrica, or CCEE.  The CCEE is a nonprofit private entity subject to the 
authorization, regulation and supervision of ANEEL, and is responsible for operating the wholesale energy marke
and for ensuring that energy transactions in the short-term market are settled and cleared in an efficient manner.  T
CCEE is primarily designed to effect the settlement of differences between the amount of energy contracted under 
bilateral cont

es, which are expressed in R$/MWh and are calculated for each settlement period for each sub-market. 

In March 2004, the Brazilian government approved Law No. 10,848/2004, for the electricity sector.  Although 
the full regulations under the law have not yet been enacted and some conditions are regulated in Decree No. 
5163/2004, this law created an even tighter regulated sector, especially in the generation segment.  The new law 
transfers jurisdiction of some regulatory areas from ANEEL to the Ministry of Mines and Energy.  Under this new 
law, all consumers of electricity, including large consumers, such as CVRD, must contract the totality of their 
energy needs through contracts and pe

lated customers, subject to regulated prices, and an unregulated market, in which a consumidor livre, or free 
consumer, will enter contracts with independent power producers at prevailing market prices.  Regulated consu
may migrate to the unregulated market.  However, consumers must wait until the termination of their long-term
contracts. 

AE, will be responsible for settling all energy transactions between distributors, consumers, traders and 
generators.  Apart from the replacement of the MAE by CCEE as the wholesale energy market, we do not expec
significant changes in the settlement procedures for short-term transactions.  Other factors which have not yet been 
determined include sectorial contributions, including the regulated prices that ANEEL will charge self-generators 
for the use of transmission lines, and the way in which energy projects will be auctioned.   

In 2005, the new regulatory framework was consolidated, with the regulation of issues particularly relevant fo
CVRD, including Resolution No. 166, which exempts self-producers such as CVRD from certain regulatory fees 
levied on the energy used by the producers themselves, and Decree No. 5,597, which allows industrial units to opt 
between accessing the transmission systems directly or indirectly through a distributor.  Decree No. 5,597 is 
particularly important for our operations, because it allows us to more efficiently ac

Other important milestones were reached in 2005, such as the power purchase auctions for distribution 
companies and the competitive auctions for new generation licenses.  The auction for new generation licenses 
should help ensure supply for the next few years but there is still uncertainty regarding the reliability of supply 
beyond 2010. 

Because the regulation for the sector is relatively recent and not yet fully implemented, we cannot be certain 
the material impact that this new law could have on our energy business.  Changes in the regulatory environment 
could adversely impact our energy investments.  Valesul is currently engaged in litigation regarding the rate
Light charges Valesul for the transmission of electricity.    See Item 8.  Financial Information—Legal Proce
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Federal, state and municipal legislation contain provisions for the control and protection of the environment in 
Bra

cy, which 
establishes hydrologic use rights and the fees applicable to that use.  It is possible that environmental regulations 
will

 

 
ch to 

Under Brazilian Federal Law No. 9,605/1998, non-compliance with environmental laws and regulations can 
resu  

y also 

Environmental Licenses.  We must obtain environmental licenses in order to build, develop, expand 
and operate facilities that use natural resources or may pollute the environment.  We seek to obtain the legally 
requ t of 

e 
d into agreements with the appropriate federal and state governmental 

environmental authorities with respect to facilities where environmental non-compliance has been detected in order 
to m

compensation” to state and federal authorities, in order to create and maintain protected sites, in the amount of at 
least

ill 

 projects in the Amazônia Legal region 
(comprised by the states of Acre, Amazonas, Amapá, Pará, Rondônia, Roraima and Tocantins, as well as part of the 
states of Mato Grosso and Maranhão), suc RN, PPSA and CADAM.  We are 
currently below the exploitation threshold in all of these projects.  However, some of our mines may approach this 
thres f 

   

Prevention and Environmental Control Measures.  Our environmental policies also aim to prevent, control and 
reduce the environmental impact caused by our business operations.  To that end, we have made significant 
environment-related investments in our facilities and in employee trai US$44.5 
million in 2005).  We are also investing to develop environm  projects directed at the communities lo  near 
our facilities (approximately US$9 million in 2005). 

W en states w hydrological resou that vary from igh 
water ty in the no of Brazil.  The rological Resour
Mana ghout CVRD includes evaluation e availability of water in 
the ar ze and cont water use.  We cont ally monitor new er 

Environmental Matters  

zil.  These laws govern the use of natural resources, the reclamation and restoration of mined areas, the control 
of atmospheric emissions, the treatment of industrial effluents, as well as the use, handling and final disposal of 
hazardous materials, and the control of water resources under the National Hydrological Resources Poli

 become stricter in the future.  Any strengthening of these laws may lead to greater costs for environmental 
compliance. 

In order to conduct our mining, energy generation and industrial activities, we must prepare environmental
impact assessments and submit them to authorities that oversee the granting of environmental permits.  We seek to 
comply with all legal requirements and to achieve good relationships with interested parties, especially communities
located near our operations.  Our environmental management system is designed to provide a systematic approa
environmental issues. 

lt in criminal penalties, such as imprisonment and other restrictions for individuals (including directors, officers
and managers of companies), and fines and the mandatory rendering of public services by companies.  
Administrative penalties range from warnings and fines to the suspension of corporate activities, and ma
include the loss or reduction of incentives, or the cancellation or interruption of credit facilities granted by 
governmental institutions. 

Issuance of 

ired licenses for each of our facilities and activities.  In some cases, this process requires a significant amoun
time for the preparation of comprehensive environmental reports and their evaluation, as well as for the 
establishment of appropriate programs for environmental education of communities residing in areas affected by th
proposed projects.  We have entere

ake these facilities compliant.   

Environmental Compensation.  Environmental Law No. 9,985/2000 requires us to pay “environmental 

 0.5% of the total investment of each venture with a material environmental impact.  There are a number of 
uncertainties regarding the scope and application of this law, including what rate will be applied by the federal or 
state governments’ environmental agencies, how such a rate will be applied and under what basis an investment w
be valued.   

Legal Reserve.  Under the Brazilian Forest Code, as amended, the exploration of economic activities in the 
Amazon basin can only reach 20% of a project’s land.  We have a number of

h as the mining sites of CVRD, M

hold as we expand our operations.  There are a number of uncertainties regarding the scope and application o
the Brazilian Forest Code, as amended, in particular where a company has pre-existing operations, as is the case 
with our current mining operations.

ning programs (approximately 
ental cated

ater Use.  We are intensive water users in elev ith rces very h
 availability in the Amazon region to the scarci rtheast Hyd ces 
gement System that is being implemented throu of th
eas where we operate and programs to rationali rol inu  wat
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legisl  particular interest in requir ts adopted under t ational Policy of
Hydrolo ines b
gran  and for effluents disposal.  CVRD also participates in the National Council of Hydrological Resources and 
the Local River Basin Committees, which provides the strategic approach and taxation criteria for each basin.  Water 

araíba river basin, in the state of Rio 
de Janeiro is the first of our affiliates to be requested to pay a fee for water use and began paying nominal fees in 
2004

g iron ore and manganese ore 
production, pelletizing and ferroalloys plants, port operations, our research center, operations of the aluminum 
prod

d 

.  Besides achievement of legal 
compliance, air quality in the installations and its effects in the neighboring communities are continuously evaluated 
and 

ter quality, we strive to treat and control the pollutants disposed into the sea 
and local rivers or other water sources and also use extensive water recycling in our operations.  We are researching 
new

generation and 
disposal of our waste, to develop opportunities to reuse, recycle and to reduce waste.   

et of directives, 
including technical practices and procedures to be followed during mine closures.  The manual outlines procedures 
fo ehabilita  monitor egraded are ain steps and sequence to be d during closure, 

d any liabilities that may result after mine clo  Th  man vides standardized basic criteria and 
rocedures, ased on the directives e CVM he SEC  143 , for cost evaluation, the establishment of 

 bud missioni g ee te 4 t

r en  also includes reforestation projects, w
erosion and  between our activities and communities in the surrounding areas.  We partner with 
universities  resea  entities t ct ex ve re
reforestatio g native species of the managed regio
growth rate prehensive fauna and flora investigation  ongoing activity, 
mainly in t , to comprehend and avoid the environmental risks involved in investing in potentially 
sensitive ar

We als pate in the maintenance and preservation of approx
forests, including the National Carajás Forest in the Amazon, and we o
Natural Reserve, one of the remaining areas of the Atlantic Forest in th  
million wa is activity. 

In the last twenty years we have provided support to the indigenou
health, infr e development and technical assistance with the aim uality and self-
sustainabili nities. xpenditures on these programs a

In the 06, protesters blocked the Carajás railroad blockages had a 
negative im n ore ship nts, causi  reductio  appr  
took all leg ired to remove the protestors.  Although w
such action  provide support to the communities ad, 
future efforts by protestors to disrupt our logistic operations could have a negative impact on our activities.  See Item 

ation and regulations and take emen he N  
gical Resources, established by Law No. 9,433/1997, which def  the conditions for o taining water use 

ts

use taxation has been discussed since 2002.  Valesul, which is located in the P

.  No decision has yet been made in any other region where CVRD operates.  

ISO Certifications.  Our environmental management system is based on International Organization for 
Standardization  (ISO) standard 14001.  We have obtained 20 certificates coverin

uction cycle (alumina and aluminum) and kaolin production facilities.  Samarco and MRN are also certified 
under this standard. 

Environmental Control Systems: As a mining company, air emissions control is one of our main objectives, 
including in our pelletizing plants.  Control equipment and systems, such as stockpiles and road water aspersion an
use of chemical dust suppressants or installation of filters and electrostatic precipitators at our facilities are 
complemented by comprehensive monitoring systems and control software

we make necessary investments for air quality improvement. 

With respect to improvements in wa

 processes and technologies for the improvement of water use and recycling and treatment. 

Through our comprehensive waste management system, we aim to achieve greater control of the 

In 2003, our mine decommissioning manual was developed, which described a complete s

r the r tion and ing of d as, the m followe
an
p

sure. 
 and t

e ual also pro
 (FAS b  of th )

current

Ou

gets, future decom

vironmental program
 to create buffers

n and reclamation (s  No o our consolidated financial statements). 

hich are intended to protect the soil against 

 and governmental
n, soil protection usin
 of seedlings.  Com
he Carajás region

rch o condu tensi search to develop procedures for 
ns and for the improvement of the growth and 
s are performed as an

eas. 

o partici imately 1.3 million hectares of Brazilian 
wn and preserve the Vale do Rio Doce 
e state of Espírito Santo.  In 2005, US$1.4

s spent on th

astructur
s communities in the areas of education, 
 of enhancing life q

ty of these commu

first quarter of 20

  E mounted to US$7.4 million in 2005.   

 on three occasions.  These 
pact on our iro
al measures requ
s, and will continue to

me ng a n of oximately one million tons.  We immediately
e will defend ourselves vigorously against 
that live in the vicinity of the Carajás railro
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. Risk Fac  to Ou usiness – Actions by p tors
live near ou , may hamper our mining and logistic operat

CAPITAL EXPENDITURES 

The ta rth our historical capital expenditures by bu
Item 5.  Overview—Key Factors Affecting Revenues and Results of Op  Sales, for a 

iption es. 

 

 

3 tors–Risks Related
r mining sites

r B rotes , including from indigenous communities that 
ions. 

ble below sets fo siness area for the periods indicated.  See 
erations—Divestitures and Asset

descr of our divestitur

For the Year Ended December 31, 
 2003 2004 2005 

 
errou .................... .................... US$  

nerals ......................................................... 332 302 
gistics.............................................................................. 274 

Aluminum........................................................................... 79  669 
Coal... ..................... ....................  
Energy ....................... ......................

(in millions of US$) 
US$ 636 US$ 1,584 

264 
484 1,092 
224

F
Non-ferrous Mi
Lo

s Minerals.............. ..... ...... 698

..............................
............................

.....
...

......
.....

—
40 

10 135 
79 125 

Corpor ter ................................................................. 120 ate cen 178 108 
Acquisitions and other investments 448 143 840 

Total ............................................................................... US$ 1,991 US$ 2,056 US$ 4,817 

 

i s and B ed Capital Expenditures for

The information above on capital expenditures is based on average tes.  The consolidated 
statement o presents information on s to en t 
and acquisi ized on an accrual basis.  The value of acquisit d 
as “increase in liabilities, suppliers” in the consolidated statement of ca

We also track our capital expeditures on the basis of daily cash dis
2005, CVRD made capital expenditures and other investments of US$  US$2,604 million was 
in organic g posed of US$ 314 milli  projects  US$
while US$7 invested in maintainin isting bu ess, a
capital exp 05, excluding spending on acquisitions and o re US$3,361 million.  
The differe se figures d our accounting figu s due
of US$258  differences in exchange rates of US$398 millio

In 2005, CVRD concluded three important projects: the Aimorés h ova 
mi ion of i- ouras po ine  

Significant 05 and 2006. 

In our financial planning for 2006, we have budgeted US$4,626 million for capital expenditures in 2006.  Of 
tal, 86  millio  will be gr th capital ex enditu

e aintain  existing ations (“ n-bu

The following table describes our expenditures for our main invest
expenditures for projects in 2006, together with estimated total expend

Area Project Ac al 
 

2005 Cap tal Expenditure udget  2006 

 monthly exchange ra
f cash flows 
tions recogn

 addition investm ts, additions to property, plant and equipmen
ions still unpaid or partially paid is registere
sh flow. 

bursements.  On this basis, during the year 
4,161 million, of which

rowth, com
57 million was 

enditures in 20

2, on in
g ex

 and
sin

290 million in research and development; 
nd US$800 million in acquisitions.  Total 
ther investments, we

nce between the
 million and

 an res i  to carry over of due payments in the amount 
n.  

ydroelectric power plant, the Fábrica N
iron ore ne and the expans

 Changes in 20
 our Taquar Vass tash m .  See Item 4 – Acquisitions, Asset Sales and

this to
be capital 

.2%, or US$3,558
xpenditures for m

n,
ing

ow
oper

p
stay-i

res and the remaining US$1,068 million will 
siness capital expenditures”). 

ment projects in 2005 and our budgeted 
itures for each project: 

tu Budgeted 
 

Status 

  2005 2006 Total  
 
This project will add 15 million tons per year to our 
production capacity and is sche

  (in millions of US$) 
Ferrous 
Minerals 

Expansion of Carajás 
iron ore mines to 85 

per year 
(Northern System) 

168 41 296 
duled to be completed in 

million tons the third quarter of 2006.  
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sion of Carajás 
iron ore mines to 100 
million tons per year 
(Northern System) 

Brucutu iron ore 354 310 856 Phase I of the project is expected to be completed in the 

7, bringing 
capacity to 24 million tons per year.  Studies are in 

sion of 
on ore 

3 39 100 Project for 14 million tons per year of run-of-mine 
(ROM) iron ore.  Work is planned to begin in the first 
half of 2006, with targeted completion and start-up in the 
fourth quarter of 2007. 

Expansion of Fábrica 
iron ore mine 
(Southern System) 

7 88 144 Project to expand capacity by 5 million tons per year 
from 12 to 17 million tons per year, with targeted start-
up in the fourth quarter of 2007. 

Tubarão Port 
(Southern System) 

65 Project to expand conveyor belt systems and cargo 
handling area machinery, and build new cargo handling 
areas.  Completion scheduled for  the first quarter of 
2007. 

art 

 

and 200,000 tons per year of methanol.  Start-up 
scheduled for the first half of 2006. 

118 copper mine - 21 232 118 is expected to have production capacity of 36,000 
tons per year of copper cathode.  The principal 
equipment has been ordered.  Start-up is scheduled for 
the first half of 2008. 

ferrous 
mine

 cobalt.  

nt) 
was contracted in December 2005.  Work on obtaining 

’s 
urrent 2.4 

Paragominas I 182 210 352 Our construction of the first module of this mine with 
estimated production capacity of 5.4 million tons per 
year is scheduled to be completed in the first quarter of 

 

 be 

Expansion of - 239 846 Stages 6 and 7 will increase alumina refinery capacity to 
6.26 millions tons per year, with start-up planned for the 
second quarter of 2008. 

Expan - 289 366 This project will add 15 million tons per year to our 
production capacity and is scheduled to be completed in 
the second half of 2007. 

mine (Southern 
System) 

 second quarter of 2006, bringing nominal production 
capacity to 12 million tons per year.  Completion of 
Phase II is planned for the first quarter of 200

progress for expansion to 30 million tons per year.  

Expan
Fazendão ir
mine (Southern 
System) 

Expansion of the 31 20 

Itabiritos pelletizing 
plant (Southern 
System) 

- 338 759 This project comprises a pelletizing plant, located in the 
state of Minas Gerais, with nominal capacity of 7 million 
tons per year, and an iron ore concentration plant. St
up is targeted for the second half of 2008. 

Tubarão VIII 
palletizing plant 
(Southern System) 

- 31 516 Pelletizing plant with nominal capacity of 7 million tons
per year located at the Tubarão Complex. Completion 
and start-up scheduled for 2008.  This project is subject 
to CVRD Board of Directors approval. 

Coal Metallurgical coke 
plant 

11 9 26 Acquisition of a 25% stake, in association with the 
Chinese coal producer Yankuang, in Shandong 
Yankuang International Coking Ltd, to produce 
metallurgical coke.  The project has estimated 
production capacity of 2 million tons per year of coke 

 

Non-

rals 

Vermelho nickel 
mine 

5 97 1,200 The estimated production capacity of 46,000 tons per 
year of metallic nickel and 2,800 tons per year of
The main equipment has been ordered.  The EPCM 
(Engineering, Procurement Construction Manageme

the environmental license is in progress.  Start-up of the 
mine is scheduled for the fourth quarter of 2008. 

Expansion of 
Alunorte: stages 4 
and 5—alumina 

396 144 583 Stages 4 and 5 will increase the alumina refinery
capacity to 4.4 million tons per year from the c
million tons per year.  Stage 4 and 5 were completed in 
the first quarter of 2006.   

Aluminum 

bauxite mine 

2007.   The construction of the 244-km ore pipeline,
which will carry bauxite from the mine to the alumina 
refinery in Barcarena, state of Pará, is expected to
completed on March 2006. 

Alunorte: stages 6 
and 7—alumina 



 

   59 
 

 

million 
 of 5.4 

million tons per year achieved on the first module.  Start-
up is scheduled for the second quarter of 2008. 

FCA: 465 379 379 In 2006, we expect to purchase 22 locomotives (all of 

Capim Branco I and 90 61 181 These two power plants on the Araguari river in the state 

first quarter of 2006, while the 
start-up of Capim Branco II is planned for the first 

Power 
Gene

s of 
Maranhão and Tocantins.  It will have generation 
capacity of 1,087 MW.  Construction is planned for the 

l 
or the 

second half of 2009.  

Steel slab project located at Ceará state, with nominal 
production capacity of 1.5 million tons per year. 
Operations are scheduled to start in 2009.  

Steel
ventu

. 
Operations are scheduled to start in 2009.  

In addition to these projects, CVRD has budgeted US$491 million for research and development.  Of the total 
bud ed

2005 an

Item A

None. 

Item 5. rospects 

Ove

In  2005, we saw our third consecutive year of record growth in revenues, operating income and net income.  In 
s  increasing cost pressures – due primarily to higher prices for equipment and raw materials reflecting the 
high production levels in the mining industry, higher costs for fuel and energy, and the appreciation of the real 
agai enerated net income of US$4,841 million in 2005, an 88.1% increase over 2004.  Our 
results were driven primarily by a 73.9% increase in operating income, reflecting a 58.6% increase in net revenues 
and i

 Paragominas II 
bauxite mine 

- 14 196 The second module of Paragominas will add 4.5 
tons per year of bauxite to the production capacity

Logistics EFVM, EFC, 
acquisition of 
locomotives and 
wagons 

them for iron ore transportation) and 1,426 wagons (150 
for general cargo transportation and 1,276 for iron ore 
transportation).   

II hydroelectric 
power plants 

of Minas Gerais will have generation capacity of 
240MW and 210MW respectively.  Capim Branco I 
started operating in the 

ration 

quarter of 2007. 

Estreito hydroelectric 
power plant 

- 68 355 Located on the Tocantins river, between the state

first half of 2006, subject to obtaining operationa
license. The start-up of its first rotor is expected f

Ceará Steel - 11 25  joint 
res 

CSA - 72 200 Steel slab project located at Rio de Janeiro state, with 
nominal production capacity of 4.4 million tons per year

 

get , 57% is expected to be spent in Brazil and 43% in South America, Africa, Asia and Australasia.  

All figures reported in the table above are presented on a cash basis, according to our financial planning for 
d 2006. 

 4 . Unresolved Staff Comments 

 Operating and Financial Review and P

rview 

pite of

nst the U.S. dollar – we g

mproved overall operating margins, which increased from 38.7% of net revenues in 2004 to 42.5% in 2005.  
The increase in revenues reflected strong demand and rising prices for our principal products driven principally by 
continued strong demand from China and expanded demand from our other markets in Asia and Europe, as well as 
high production levels supported by new projects coming on stream, operation at full capacity at most of our units 
and productivity gains.  The higher overall operating income margins resulted primarily from a significant increase 
in average selling prices for iron ore and pellets.  The increase in iron ore and pellet operating margins more than 
offset operating margin declines in our other operating segments.  
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Demand 

Deman  iron ore and pellets  

In rece rs, we have experienced ificant increase in dem articularly from China. for our 
iron ore oducts is a function of global demand for steel, which is, in turn, heavily influenced by worldwide 
econ

f 
 pellets from third parties, and we expect these purchases to remain at similar levels in 2006. 

ditions.  In recent years, 
China has been the primary driver of demand in the aluminum sector.  World demand continues to be strong, 
espe

Demand for our customers’ transportation services in Brazil is primarily driven by g e Brazilian 
economy, tion gr owly in 2005 than 
in recent y overy in ral production.  
We are be ve fleets roving the 
reliability

Productio

Capa  to inves nding capacity at 
a large nu n 2005 r ed the 
following

• O r greenfield iron ore project at Fábrica Nova, which has a capacity of 15 million to per year, began 
o erations in the second quarter of 2005 and produced 7.8 million tons in 2005. 

• 

• 

In 2

• 

• 
thanol, is targeted to begin production in the first half of 2006. 

d for

nt yea  a sign and, p   Demand 
pr

omic activity.  Global demand for steel has been growing since 2002.  Global demand for seaborne iron ore 
grew at a rate of approximately 11% in 2005.  

Demand for iron ore and pellets exceeded our production capacity throughout 2005, and we expect that this 
situation will also prevail in 2006.  We continue to invest to increase capacity, and our programmed iron ore 
production for 2006 is higher than in 2005, but we continue to face excess demand.  We expect to continue 
purchasing and reselling iron ore from third parties to meet the shortfall.  In 2005, we purchased 16.4 million tons o
iron ore and

Demand for aluminum-related products 

Demand for aluminum-related products is driven primarily by world economic con

cially for alumina. 

Demand for transportation services   

rowth in th
ew more slmainly in the agricultural and steel sectors.  Demand for rail transporta

ears, but we expect renewed growth in 2006 particularly due to the rec  agricultu
tter positioned to meet demand after enlarging our wagon and locomoti  and imp
 of our rail networks, particularly FCA.   

n Capacity  

city expansions are a key factor influencing our revenues.  We continue t in expa
mber of facilities.  Completed expansions that had a significant effect o esults includ
:   

u ns 
p

We completed our capacity expansion project at the Taquari-Vassouras potash mine in September 2005, 
increasing its capacity from 600,000 tons per year to 850,000 tons per year.  We expect a significant 
increase in production in 2006. 

We purchased 125 locomotives and 5,414 wagons in 2005 to expand the general cargo and iron ore 
transportation capacity of our railroads. 

006, we expect to complete the following major projects:  

• An expansion project at Carajás, designed to increase the nominal capacity of the mine to 85 million tons 
per year from the current 70 million tons per year, is expected to be completed in the second half of 2006. 

Phase I of the Brucutu iron ore mine, with nominal production capacity of 12 million tons per year, is 
targeted for completion in the third quarter of 2006.  

• The expansion of our Tubarão Port in the Southern System is targeted for completion by December 2006. 

Our Yankuang metallurgical coke plant, with an estimated production capacity of 2 million tons of coke per 
year and 200,000 tons per year of me
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ns per 
 of 2006.   

Iron ore.  Our iron ore sales are made pursuant to long-term supply contracts, which provide for annual price 

 
he wide variety of iron ore and 

pellet quality and physical characteristics, iron ore and pellets are not considered commodities.  This factor 
com t 

 

• Stages 4 and 5 of the expansion of Alunorte, designed to increase nominal capacity to 4.4 million to
year from the current 2.4 million tons per year, were completed in the first quarter

• We are purchasing an additional 22 locomotives (all for iron ore transportation) and 1,426 wagons 
(primarily for iron ore transportation).  

See Item 4.  Information on the Company—Capital Expenditures for more details concerning our 2006 capital 
expenditures budget. 

Prices 

Ores and metals 

adjustments.  Cyclical changes in the global demand for steel products affect sales prices and volumes in the world 
iron ore market.  Different factors influence prices for iron ore, such as the iron content of specific ore deposits, the 
various beneficiation and purifying processes required to produce the desired final product, particle size, moisture 
content and the type and concentration of contaminants (such as phosphorus, alumina and manganese ore) in the ore.  
Fines, lump ore and pellets typically command different prices.  We generally conduct annual price negotiations
beginning in November of each year and ending early in the following year.  Due to t

bined with the structure of the market has prevented the development of an iron ore futures market.  We do no
hedge our exposure to iron ore price volatility. 

Reference Prices for Europe in US$ cents/metric ton Fe unit 
Year Carajás fines Standard sinter feed Blast furnace pellets 
2003 31.95 31.04 52.00 
2004 37.90 36.45 61.88 
2005 65.00 62.51 115.51 
2006 77.35 74.39 112.05 

 
 

fect 
on our gross revenues in 2005.  Our reference prices per Fe unit for Carajás iron ore fines increased across-the-board 

 levels, after increasing by 18.62% in 2004 from 2003 levels.  We experienced similar 
trends in the market for pellets, where reference prices increased by 86.67% in 2005, after increasing by 20.1% in 
200

 by 
ch as the London Metal Exchange and the New York 

Mercantile Exchange or NYMEX, at the time of delivery.  The following table sets forth the three-month average 
m  e London Metal Exchange for the periods indicated. 

Driven by continued high levels of demand in the global seaborne iron ore market, customer demand for iron
ore and pellets continued to exceed our production capacity in 2005.  Reflecting this excess demand, we reached 
agreements with major steelmakers in February 2005 under which our reference prices for iron ore and pellets 
increased by an average of 71.5% and 86.67% respectively.  These price increases had a significant positive ef

in 2005 by 71.5% from 2004

4. 

In May 2006, we reached agreements with major steelmakers under which our reference prices for Carajás 
(SFCJ) and Southern System (SSF) iron ore fines increased by 19.0% relative to 2005.  Blast furnace pellet prices, 
both from the Tubarão and São Luís plants, will be reduced by 3.0% relative to 2005. 

Aluminum-related operations.  Aluminum is sold in an active world market where prices are determined
reference to prices prevailing on terminal markets, su

arket prices for aluminum on th

 Aluminum 
1Q03 .................................................................................................................................... 1,392.04 
2Q03 .................................................................................................................................... 1,379.55 
3Q03 .................................................................................................................................... 1,419.94 
4Q03 .................................................................................................................................... 1,519.80 
1Q04 .................................................................................................................................... 1,667.37 
2Q04 .................................................................................................................................... 1,687.60 
3Q04 .................................................................................................................................... 1,716.60 
4Q04 .................................................................................................................................... 1,813.80 
1Q05 .................................................................................................................................... 1,888.60 
2Q05 .................................................................................................................................... 1,796.32 
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......... 1,847.49 
.................................................................................................................................... 2,066.54 

3Q05 ...........................................................................................................................
4Q05
1Q06 .................................................................................................................................... 2,443.54 
  
 
Source:  Bloomberg. 

 
We are engaged in the production and sale of bauxite, alumina and aluminum primarily through several joint 

vent em are consolidated subsidiaries and others are unconsolidated, and we account for them on the 
asic arrangements are as follows: 

hat is determined by a formula linked to the price of aluminum for three-
 

•  
na 

oint-venture partners in proportion to their respective interests, at 
a price which is determined by a formula based on the price of aluminum for three-month contracts on the 

l. 

 the 
se 

an unconsolidated joint venture) also produces aluminum.  We do not have a take-or-pay 
commitment to Valesul, which sells aluminum products directly to its customers. 

Manganese ore and ferroalloys.  Manganese ore and ferroalloy prices are influenced by trends in the steel 
mar . 
Japanese
bids, qua  
are more
inventor iffs in the main 
markets (U.S., Europe, Japan and South Korea).  Average manganese ore prices increased 11.2%, rising from 
US$ .8
per ton i
producti

Given the global excess supply that resulted in inventory accumulation and falling ferroalloy prices, we decided 
to shut down our ferroalloy plant in Norway between August and November 2005.  We also decided to operate our 

y.  As ferroalloy inventories were consumed and prices 
stabilized, we resumed full capacity operation at our Norwegian and French plants in December 2005.  On the other 
h e weakness in Brazilian demand for ferroalloys, we have decided to shut down temporarily three 
furnaces of our Simões Filho plant, in the state of Bahia, Brazil, since January 2006. 

o 
36.7 per ton in 2004 to US$145.0 

per ton in 2005. 

Co er. We sell our copper concentrate in an activ ld market where s are determin asis of 
(i) prices on terminal markets, such as the London Metal Ex MEX, at the time of delivery and (ii) 
treatme rices increased 40.5% in 2005 
relative e hi cally low 
level of inv

Log primarily from rged to custom or the tran ion of 
cargo via our railroads, ports and ships.  Most of these revenues are earned by our railways, and nearly all of our 

ures.  Some of th
equity method.  The b

• MRN (an unconsolidated joint venture) produces bauxite.  It sells on a take-or-pay basis to us and the other 
joint venture partners, at a price t
month contracts in the London Metal Exchange and to the price of alumina exported from Australia.    

Alunorte (a consolidated subsidiary) produces alumina.  It purchases all of its bauxite requirements from
MRN, and its annual purchase commitment for 2005 was approximately US$150 million.  It sells alumi
on a take-or-pay basis to us and the other j

London Metal Exchange.  In 2005, Alunorte’s alumina production was sold 60.2% to clients located in 
other countries than Brazil, 33.4% to Albras, and 6.4% to Valesu

• Albras (a consolidated subsidiary) produces primary aluminum.  It sells on a take-or-pay basis to us and
other joint-venture partners, in proportion to their respective interests.  We sell the aluminum we purcha
from Albras directly to customers.   

• Valesul (

ket  Manganese ore prices are generally negotiated on an annual basis using a benchmark established in the 
 market based on the reference price for the related ferroalloys.  Ferroalloy prices are negotiated in open 
rterly contracts (particularly in Europe) or on a spot basis.  They are influenced by a number of factors and
 volatile than prices for manganese ore.  Among the principal factors are the price of manganese ore, the 
ies held by producers or traders, occasional interruptions in production and anti-dumping tar

75  per ton in 2004 to US$84.3 per ton in 2005.  Average ferroalloy prices decreased 11.5%, from US$957.1 
n 2004 to US$846.8 per ton in 2005, reflecting oversupply in the ferroalloy market due to significant global 
on growth in 2004.   

ferroalloy plant in France below its nominal capacit

and, given th

Potash and kaolin. Our average selling prices for potash increased 18.3%, from US$196.8 per ton in 2004 t
US$232.9 per ton in 2005.  Our average kaolin prices increased 6.1% from US$1

pp e wor  price ed on the b
change and the CO

nt and refining charges negotiated with each customer.  World copper p
to 2004.  These high prices reflect increase

entories. 
d global demand, primarily from China, and th stori

istics. We earn our logistics revenues  fees cha ers f sportat
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logistic rices in the Brazilian railroad market are subject to m um levels 
set by th  they primarily reflect competition wit  trucking in ry.   

Curren tes 

Mo minated, whi t of our costs (ot n debt serv xpenses) 
are den gth of the real in ent years has had gative effe ur 
reported  the other han use most of our s dollar-den ed, 
appreci eign exchange .  Changes in exc  rates had a ative effect 
on our o e  a  2.4341 

uring 2005, representing a 16.8% appreciation of the real.  The U.S. dollar depreciated by 11.0% from year-end 
2004 to 

 acquisitions do not immediately 
affect our financial performance, because investments over a period of time are required before they produce 
revenues

 
er 2003; 

 

Inflation in Brazil 

 
t of 

r revenues are earned outside of Brazil in U.S. dollars.  
Inflation has a negative impact on our operating margins, which has been accentuated in 2004 and 2005 by 
apprecia  

Operating expenses 

Our prin enses and 
research and development expenses.   

ke-or-pay arrangements from MRN, and iron ore and pellets purchased from 
third parties), services (especially mine waste removal and freight), materials and supplies, labor, fuel, 

• Selling, general and administrative expenses.  Our selling, general and administrative expenses consist 

pment expenses consist primarily of 
investments related to mineral exploration and studies for the development of projects.  We expect our 

Brazilian Taxes 

We are s

• 
sale

s revenues are denominated in reais.   P axim
e Brazilian regulatory authorities, but h the dust

cy Exchange Ra

st of our revenues are U.S. dollar-deno le mos her tha ice e
ominated in reais.  As a result, the stren  rec a ne ct on o
 financial results from operations.  On d, beca  debt i ominat

ation of the real causes us to record for  gains hange  neg
perating income in 2005.  The averag  R$/US$ exchange rate was R$ 2.9257 during 2004 nd R$

d
year-end 2005, compared to 8.1% from year-end 2003 to year-end 2004, resulting in higher foreign 

exchange and monetary gains in 2005 than in 2004. 

Acquisitions and Dispositions 

We have made several significant acquisitions and dispositions in recent years.  See Item 4. Information on the 
Company—Business Overview—Recent Acquisitions, Dispositions and Significant Changes in 2005 and 2006 for 
more details concerning our recent acquisitions and dispositions.  Some of our

.  The acquisition of CAEMI in September 2003, however, contributed substantially to our increased 
revenues in 2004.  Our performance was also affected by our divestitures of our last remaining gold mine, Fazenda
Brasileiro, in August 2003; Sepetiba Tecon S.A. and Companhia Ferroriária do Nordeste – CFN in Novemb
and our stake in CST in July and December 2004.  We recorded gains on our sale of our stake in CST amounting to
US$404 million in 2004 and gains of US$126 million on our sale of our stake in Quebec Cartier Mining in 2005. 

As measured by the IGP-M Index, the Brazilian inflation rate was approximately 8.7% in 2003, 12.4% in 2004
and 1.2% in 2005.  In the first four months of 2006, the Brazilian inflation rate was approximately 0.27%.  Mos
our costs are incurred in Brazil in reais, while most of ou

tion of the real against the U.S. dollar. 

cipal operating expenses consist of cost of goods sold, selling, general and administrative exp

• Cost of goods sold.  Our cost of goods sold consists principally of costs for raw materials (especially 
bauxite purchased under ta

energy, and depreciation and depletion.   

principally of the expenses of our corporate headquarters. 

• Research and development expenses.  Our research and develo

research and development investments to increase in 2006.   

ubject to a number of Brazilian taxes. The main taxes are: 

Value-added taxes and revenue taxes – Our gross revenues include value-added taxes that we collect on our 
s operations. Net operating revenues represent gross revenues less value-added taxes and revenue taxe
ue-added tax (ICMS) is 

s. 
Val paid to the state fiscal authorities and revenue taxes (PIS and COFINS) to the 
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revenue taxes. 

• co  and a 
soci s 
34%

 

Results of O

Revenues 

Our os
operating rev
revenues by 

 Year ended December 31, 

federal fiscal authorities.  These taxes (ICMS, PIS and COFINS) are recorded under the line item “taxes on
revenues”.  Export sales are currently exempt from both value-added and 

In me tax and social contribution on profits – Income taxes in Brazil include the federal income tax
al contribution on profits, which represents an additional federal tax. The statutory composite tax rate i
, composed of 25% federal income tax rate plus a 9% social contribution on profits rate.  

perations—2005 Compared to 2004 

 gr s operating revenues rose to US$13,405 million in 2005, a 58.1% increase over 2004.  Our net 
enues increased 58.6% to US$12,792 million in 2005.  The following table summarizes our gross 
product and our net operating revenues for the periods indicated:    

 
 2005 2004 % Change 
 (in millions of US$)  
    
Iron ore and pellets    

Iron ore....................................................... US$ 7,396 US$ 3,995 85.1% 
Pellets......................................................... 2,083 1,148 81.4 
      Subtotal ................................................ 9,479 5,143 84.3 

Manganese and Ferroalloys ............................. 571 701 (18.5) 
Potash ............................................................... 149 124 20.2 
Kaolin............................................................... 177 164 7.9 
C

   
10,767 6,333 70.0 

e s ...................... 1,216 877 38.7 
......................... 1,408 1,250 12.6 

Other products and services............................. 

opper.............................................................. 391 201 94.5 
 
Minerals and metals 
Revenu s from logistic service
Aluminum-related products ....

14 19 (26.3) 
Gross revenues ................................................. 13,405 8,479 58.1 
Value-added tax ............................................... (613) (413) 48.4 
Net operating revenues .................................... US$ 12,792 US$ 8,066 58.6% 

 
Iron ore.  Gross revenues from iron ore increased by 85.1% from US$3,995 million in 2004 to US$7,396 

millio  in 2005, driven primarily by a 66.3% increase in nd a 11.4% i ipments of 
iron o The price increases resulted mainly from the 7 ices agre ajor steelmakers 
in Fe was ost clients in Asia.  
We a  to 20 he increase in 
shipm  at our ex ines, initi oduction ses under capacity 
expan , and an rease in iron o purchase  third parties from 
15.9 o strong nd growth. 

 by 8 , from US$1  million in 2004 to US$2,083 
millio  by a 77.8 n average selling price e price increases 
reflec e ary 20 hich was 

troa  Tota ments in 2005 of 
8.5 .6% higher than the 27.5 million tons in the same period in 2004, primarily reflecting higher 

prod zing plants in response to demand.   

ecause of lower market prices for ferroalloys, 
we reduce
Prices— n

n  average selling prices a ncrease in sh
re.   1.5% rise in iron 

t clients in Europe
ore pr ed with m

bruary 2005, which retroactive to January for mos
1 million t , or 

 and to April fo
11.4%, co ared

r m
lso increased our shipments of iron ore by 23. ons mp 04.  T
ents was made possible by higher production isting m al pr increa
sion projects at Capão Xavier and Fábrica Nova  inc re s from

million tons to 16.4 million tons, in response t  dema   

Pellets.  Gross revenues from pellets increased 1.4% ,148
n in 2005.  The increase was driven primarily % rise i s.  Th
t the 86.67% rise in pellet prices we establish d with m stee

d to April for most clie
ajor lmakers in Febru

nts in Asia.  
05, w

re
2

ctive to January for most clients in Europe an l ship
 million tons were 3
uction at our pelleti

Manganese ore and ferroalloys.  Gross revenues from sales of manganese ore and ferroalloys decreased by 
18.5%, from US$701 million in 2004 to US$571 million in 2005.  B

d production during 2005.  See Item 5. Operating and Financial Review and Prospects—Overview—
Ma ganese ore and ferroalloys.  As a result:  
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lion 
 

• Gross revenues from manganese ore remained stable, at US$76 million in 2004 and US$77 million in 

Pota increased by 20.2%, from US$124 million in 2004 to US$149 
million in 2005.  The increase was driven by an 18.3% rise in average selling prices, reflecting strong demand.  
Sales vo e

Kao  
million in 20 rincipally to a 6.1% increase in average selling prices. Volume remained relatively stable.  

2004 to US$1 y 
denominated

• on increased by 44.0%, from US$612 million in 2004 to US$881 
million in 2005.  Average prices increased by 50.0%.  Volume shipped remained stable.   

• Revenues from shipping increased by 14.1%, from US$92 million in 2004 to US$105 million in 2005.  

Aluminum-related products.  Gross revenues from aluminum-related products increased 12.6%, from 
US$1,25

 in 2004 to 
crease was mainly driven by an 8.9% rise in average selling prices, 

rom sales of alumina, from US$458 million in 2004 to US$531 
me 

 bauxite remained stable, at US$54 million in 2005, compared to US$53 
ncrease in average selling prices due to a general rise in worldwide 

roduction at CVRD started in June 2004.  Gross revenues from sales of copper nearly 
doub 2005 from US$201 million in 2004, when we had only seven months of copper 
prod ur Sossego copper mine in 2005 was lower than initially expected due to the need to 
replace equipment because of harder than expected rock conditions.  The new equipment started to operate in the 
fourth qu  of 

sitively impacted by 
copper prices, which continue to post record levels, reflecting strong Chinese demand, disruptions in production 
worldwide and lower levels of reported inventories.  

Other products and services.  Gross revenues from other products and services decreased 26.3%, from 
US$19 million in 2004 to US$14 million in 2005. 

• Gross revenues from ferroalloys decreased by 21.0%, from US$625 million in 2004 to US$494 mil
in 2005, due to a 14.1% decrease in sales volume and an 11.5% decrease in average selling prices.  

2005, reflecting an 11.2% increase in average selling prices and a 9.5% decrease in volume. 

sh.  Gross revenues from sales of potash 

lum  increased by 1.6%.   

lin.  Gross revenues from sales of kaolin increased by 7.9%, from US$164 million in 2004 to US$177
05 due p

Logistics services.  Gross revenues from logistics services increased by 38.7% from US$877 million in 
,216 million in 2005. The increase reflects the appreciation of the real, since our prices are generall

 in reais, as well as price increases in reais.  In particular: 

Revenues from railroad transportati

• Revenues from port operations increased by 32.9%, from US$173 million in 2004 to US$230 million 
in 2005.  Average prices increased by 25.7%.  Volume increased by 6.7%.   

Average selling prices increased by 25.0%. Volume decreased by 5.0% due to operational problems 
with one of our ships. 

0 million in 2004 to US$1,408 million in 2005.  The main drivers were: 

• An 11.4% increase in gross revenues from sales of aluminum, from US$739 million
US$823 million in 2005.  This in
reflecting strong worldwide demand for aluminum.  Volume increased by 4.0% due to production 
increase.  

• A 15.9% increase in gross revenues f
million in 2005.  The increase in alumina gross revenues resulted from a 2.2% increase in sales volu
and an increase in worldwide demand for alumina that drove a 13.5% increase in average selling 
prices. 

• Gross revenues from sales of
million in 2004.  An 11.3% i
bauxite prices was partially offset by an 8.3% decrease in volume, reflecting higher consumption of 
bauxite by our Alunorte subsidiary, which reduced the amount of bauxite available for sale to clients.  

Copper.   Copper p
led to US$391 million in 
uction.  The output from o

arter of 2005. Problems with the ball mill caused significant production decreases in the first quarter
2006. We do not expect to reach full capacity in 2006.  Gross revenues in 2005 were also po
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rials and services.  The appreciation of the real against the U.S. dollar has 
increased these pressures for us, because approximately 70% of our costs are denominated in reais.  The following 
table summarizes our operating costs and expenses for the peri

 cember 31, 

Operating costs and expenses 

Like other mining and metals companies, we are currently experiencing high prices for equipment, 
replacement parts, energy, raw mate

ods indicated.   

Year ended De  
 2005 2004 % change 
 
Cost of ores and m

(in millions of US$)  
etals .................................................. US$ 4,

................................
620 881 

....
US$ 2, 60.4 

Cost of logistic services.............. . 705 
cts ..............................

513 .4 37
Cost of aluminum-related produ ... 893 674 .5 

...................................
32

Others.......................................... .. 11 13 (15.4) 
.....................................Cost of goods sold ..................... . 6,229 4,081 6 
ve expenses ................

52.
Selling, general and administrati . 581 452 

....................................
28.5 

Research and development......... . 277 153 .0 
..................................

81
Employee profit sharing plan ..... ... 97 69 .6 

...................................
40

Other costs and expense ............. .. 176 188 (6.4) 
ses ................................Total operating costs and expen . US$ 7,360 US$ 4,943 48.9 

 

 goods sold increa 52.6%, from $4,081 million in 2 o US$6,229 ion in 
200 arily from the fo ing factors: 

 o ainst the U.S.  th 04.  
Because approximately 70% of our costs and expenses are denominated in reais, this led to increased 

price of raw materials and fuel, as well as expanded production and an increase in prices for spare 

• Outsourced services costs increased by US$670 million, or 82.4%, in 2005, driven primarily by higher 

 higher volumes purchased.  Iron ore purchased from third party 
suppliers in 2005 increased to 16.4 million tons, 3.2% more than the 15.9 million tons purchased in 

• Energy costs increased by US$141 million, or 44.8%, in 2005 driven primarily by higher electricity 
pric

hen the price exceeds US$1,450.00 per 
ton, as registered at the London Metal Exchange (LME).  The LME price has exceeded the threshold 

act to date.   

ion in 2005 
from US$2,881 million in 2004, primarily due to higher input prices, the appreciation of real against the U.S. dollar 
and the in eased production.  The cost of ores and metals during 2005 als illion increase in 
costs relat o our Sossego copper mine, which began operations in June . 

C re  to 
US$705 m  costs, high ght costs charg MRS and 
the apprec

Cost of goods sold 

General.  Total cost of sed  US 004 t  mill
5.  This increase resulted prim llow

• The average value f the real increased 16.8% ag  dollar in 2005 compared to e 20

U.S. dollar costs. 

• Material costs increased by US$646 million, or 58.3%, in 2005, driven primarily by the rise in the 

parts.  

sales volumes, increases in rail freight charges, increased waste material removal in the mines and 
higher prices for maintenance services. 

• Cost of iron ore and pellets purchased from other mining companies increased by 60.5%, reflecting 
price increases in 2005 as well as

2004.   

es under the Albras long-term energy supply contract.  In addition to the basic price, the seller 
participates in earnings from our sale of primary aluminum w

during the entire contr

Cost of ores and metals.  Cost of ores and metals sold increased by 60.4% to US$4,620 mill

cr o reflected a US$130 m
ed t 2004

ost of logistics services.  Cost of logistics services inc ased by 37.4%, from US$513 million in 2004
illion in 2005 due to higher cargo volumes, higher fuel er frei ed by 
iation of the real against the U.S. dollar.   
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74 
cting higher prices for the bauxite Alunorte acquires from 

MRN, higher fuel prices, and higher prices under the Albras long-term energy supply contract.   

Cost of o 3 million 
2004 to US$11 million in 2005. 

Selling, gener

Sell , 
million in 2005.  me, an 
annual increase in the salary of administrative employees and the appreciation of the real against the U.S. dollar.   

Research and

 and development expenses increased by 81.0%, from US$153 million in 2004 to US$277 million 
in 2 crease in mineral exploration and project studies in several regions, including South America, 
Asia

Operating Income by Segment 

The following table provides information concerning our operating income by segment and as a percentage of 
reve

Cost of aluminum-related products.  Cost of aluminum-related products increased by 32.5%, from US$6
million in 2004 to US$893 million in 2005, primarily refle

ther products and services.  Cost of other products and services decreased from US$1

al and administrative expenses 

ing general and administrative expenses increased 28.5%, from US$452 million in 2004 to US$581 
The increase resulted primarily from higher selling expenses due to the increase in sales volu

 development expenses 

Research
005, due to in
, Africa and Australia. 

Other costs and expenses 

Other costs and expenses decreased from US$188 million in 2004 to US$176 million in 2005.  The 
decrease resulted primarily from a lower loss provision relating to ICMS taxes. 

nues for the periods indicated. 

 Year ended December 31, 
 2005 2004 
 Segment operating income (loss) Segment operating income (loss) 
 (in millions of US$) (% of segment net 

operating revenues) 
(in millions of US$) (% of segment net 

operating revenues) 
Ferrous minerals     
Iron ore ...................................... US$ 4,085 57.0% US$ % 
Pellets ........................................... 661 33.0  
Mangan re ............................. (11)  —  
Ferroall
Non-fer   
Gold .....

... 1,836 47.5
268 24.3

6.1ese o 26 3
243 42.4 oys.................................... 83 18.6 

rous minerals   
......................................... - — (2) — 

48.6 Potash ..
Kaolin .. 32.3
Copper .

......................................... 44 31.9 53 

......................................... (26) — 51  

......................................... 146 38.1 92 46.5 
Alumin
Alumin 71 16.1 
Aluminu 435 59.1 
Bauxite 9.4 
Logistic
Railroads
Po

um-related     
a ........................................ 37 7.3  

m..................................... 395 48.3 
9.3 ......................................... 5 5 

s   
....................................... 173 23.5 

 
150 

 
29.3 

rts.............................................. 65 33.2 51 35.4 
Ships ............................................. (7) — (39) — 
Others .......................................... (218) — (117) — 
Total ............................................. US$ 5,432 42.5 US$ 3,123 38.7 

 
Our operating income increased as a percentage of net operating revenues from 38.7% in 2004 to 42.5% in 

200

The improvement in the iron ore and pellet segments was partially offset by a decline in the operating 
mar

5.  This increase was driven primarily by higher revenues and operating margins in the iron ore and pellets 
businesses.  In each of these segments, higher prices more than offset the production cost increases described above.   

gins of most of our other segments: 
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r 
w material prices, which more than offset the impact of higher aluminum prices.   

her unit operating costs and lower 
than expected volumes due to the adverse drilling conditions described above. 

which 
e selling prices.   

Non-ope  (expenses) 

• The decline in aluminum segment margins primarily reflects the appreciation of the real and highe
energy and other ra

• The decline in kaolin operating margins is due to higher storage and packaging costs and port expenses 
in Europe and higher fuel costs. 

• The decline in copper operating margins resulted primarily from hig

• The decline in the railroad segment operating margins primarily reflects higher fuel prices, 
were only partially offset by higher averag

rating income

The following table details our net non-operating income (expenses) for the periods indicated.   

 Year ended December 31, 
 2005 2004 
 (millions of US$) 
Financial income ..................................................................  US$ 82 
Financial expenses...........................................................................  
Foreign exchange and monetary gains (losses) net ................... 299 65 

vestments ............................................................  126 

...........  US$ 123
(560) (671) 

.....  
Gain on sale of in 404 
Non-operating income (expenses) ..................................................  US$ (12) US$ (120) 

 
We S$12 million i 5, compared to n -operating ses of 

US$120

ange rate movem  our net U.S.-d r denomina bilities 
f the real, which s 11.0% in 2005 an 1% in 2004

me from US$ lion in 2004 to U 3 million in 2005 due 
sury funds inv

nses from US$ illion in 2004 to ion 05, 
n

ining 
. 

  The 

 tax, (ii) we are 
entitled to deduct the amount of our distributions that we characterize as interest on shareholders’ equity and (iii) we 
ben

 

 
.  The following table 

summarizes the composition of our equity in results of affiliates and joint ventures and provisions for losses on 
equi n

 

h
 million in 2004.  This change primarily reflects:  

ad net non-operating expenses of U n 200 et non expen

• The positive impact of exch ents on olla ted lia
caused by the appreciation o  wa d 8. .   

• An increase in financial inco 8
est
2 mil S$12

mainly to an increase in trea ed. 

• A decrease in financial expe 671 m  US$560 mill  in 20
principally due to a reductio  in average debt.   

• A gain on sale of investments in 2005 of US$126 million due to the sale of Quebec Cartier M
Company in July 2005, compared to a gain of US$404 million in 2004, due to the sale of CST

Income Taxes 

In 2005, we recorded a net income tax expense of US$880 million, compared to US$749 million in 2004.
effective tax rate on our pretax income was 16.2% in 2005 and 24.9% in 2004.  Our effective tax rate is lower than 
the statutory rate because (i) income of some non-Brazilian subsidiaries is subject to lower rates of

efit from tax incentives applicable to our earnings on production in particular regions of Brazil.  The effective tax 
rate decreased in 2005 because a higher proportion of our income was generated by non-Brazilian subsidiaries or 
eligible for tax incentives. 

Affiliates and Joint Ventures 

Our equity in the results of affiliates and joint ventures and provisions for losses on equity investments resulted
in a gain of US$760 million in 2005, compared to a gain of US$542 million in 2004

ty i vestments for the periods indicated.   
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 Year ended December 31, 
 2005 2004 
 (in millions of US$) 

...........................................................  54 33 
 Aluminum-related products .................................................................................  65 71 

 

Equity in results of affiliates and joint ventures and provision for losses on 
equity investments 

  

 Ferrous..................................................................................................................  US$ 435 US$ 170 
 Logistics ....................................................

 Steel ......................................................................................................................  197 271
 Coal.......................................................................................................................  9 -- 
 Others ...................................................................................................................  -- (3) 
 Total equity in results of affiliates and joint ventures and 
  provisions for losses ........................................................................................  

 
US$ 760 

 
US$ 542 

 
Ferrous Minerals.  Our equity in the results of iron ore and pellet affiliates and joint ventures and provision

losses on equity investments amounted to a gain of US$435 million in 2005, compared to a gain of US$170 million
in 2004.   The improvements at each of these affiliates were due to strong demand in the market for iron ore and 
pellets and higher prices. 

Logistics.  In 2005, our equity in the results of logistics affiliate

s for 
 

s and joint ventures and provisions for losses on 
equ  

ns 

ates 
and t v
the  
perform

Coa
2006, CV

Res

Our
revenues US$8,066 million in 2004.  The following table summarizes our gross revenues by 
product a

ity investments amounted to a gain of US$54 million, compared with a gain of US$33 million in 2004, reflecting
improved results at MRS Logística. 

Aluminum-related.  Our equity in the results of our aluminum-related affiliates and joint ventures and provisio
for losses on equity investments was US$65 million in 2005, compared to US$71 million in 2004.  This decrease 
resulted primarily from lower results at Valesul due to higher fuel and energy costs, which more than offset 
improved results at MRN. 

Steel.  In 2005, we recorded a net gain of US$197 million in respect of our equity in the results of steel affili
join entures, compared to a net gain of US$271 million in 2004.  The decrease primarily reflects the impact of 
sale of CST in 2004 and declining results at CSI in 2005, both of which were partially offset by improved 2005 

ance at Usiminas resulting primarily from higher average selling prices. 

l.  In 2005, we recorded equity in the results of our Longyu coal joint venture of US$9 million.  In January 
RD received its first trial shipment of coal, approximately 40 thousand tons, from China to Brazil. 

ults of Operations—2004 Compared to 2003 

Revenues 

 gross operating revenues rose to US$8,479 million in 2004, a 52.9% increase over 2003.  Our net operating 
 increased 50.8% to 
nd our net operating revenues for the periods indicated:    

 Year ended December 31,  
 2004 2003 % Change 
 (in millions of US$)  
Iron ore and pellets    

Iron ore....................................................... US$ 3,995 US$ 2,662 50.1% 
Pellets......................................................... 1,148 838 37.0 
      Subtotal ................................................ 5,143 3,500 46.9 

Manganese and Ferroalloys ............................. 701 349 100.9 
Potash ............................................................... 124 94 31.9 
Kaolin............................................................... 164 96 70.8 
Copper.............................................................. 201 — 100.0 
Gold.................................................................. — 21 — 
Minerals and metals 6,333 4,060 56.0 
Revenues from logistic services ...................... 877 604 45.2 
Aluminum-related products ............................. 1,250 852 46.7 
Other products and services............................. 19 29 (34.5) 
Gross revenues ................................................. 8,479 5,545 52.9 
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Value-added tax ............................................... (413) (195) 111.8 
Net operating revenues .................................... US$ 8,066 US$ 5,350 50.8% 

 ore.  Gross revenues from iron ore increased by 50.1% from US$2,662 million in 2003 to US$3,995 
n 2004, driven primarily by a 25.1% increase in shipments of iron ore and a 19.9% increase in

 
Iron

million i  average 
selling prices.  The increase in shipments was driven primarily by the consolidation of CAEMI for the entire year in 
200

S$240 

on tons to 15.9 million tons.  The 
prices reflect the 18% increase in iron ore price agreed with major steelmakers in January 2004.   

ecting the demand for our pellets as 
well as the full operation of our pelletizing plant in São Luís, which contributed 2.4 million tons, and an 18.7% 

r s.  The price increases reflect the 19% increase in pellet prices agreed with major 
steelmakers in January 2004.    

 100.9%, from 
US$349 million in 2003 to US$701 million in 2004.  Th :  

• A 108.3% increase in gross revenues from ferroal  million in 200 o US$625 million in 
produ om the steel 

rroalloy p ction from R N in 2004 h drove a 22.7% 
ease in av e selling pri

• nganese o rom US$49 m n in 2003 S$76 million in 
by 36.8% ase in averag lling prices compared to 2003 

P ion i 3 to US$124 
ill y a 41.1% increase in average selling prices, reflecting strong demand.  The higher average 

selli lly offset by lower sales volume, which decreased 6.5% in 2004.  Shipments were lower in 
2004 

 by 
84.6 dri
aver  

Cop
from Jun 04, gross revenues from sales of copper concentrate amounted to US$201 million. 

US$877 
capacity specially grains, and increased shipments due 
to higher Brazilian steel production in 2004.  Our gross revenues were also positively affected by the consolidation 
of F  b

• 2 

se 
igher prices due to the appreciation of the real, as well as higher real-

denominated prices due to increased demand and inflation.   

4 compared to only four months in 2003.  CAEMI accounted for 42.7 million tons of shipments and gross 
revenues of US$840 million in 2004, compared with 13.9 million tons of shipments and gross revenues of (U
million) in 2003.  The remaining increase in shipments resulted from higher production at our existing mines 
(primarily Carajás) and an increase in purchases from third parties from 9.2 milli

Pellets.  Gross revenues from pellets increased by 37.0%, from US$838 million in 2003 to US$1,148 million in 
2004.  The increase was driven by an 16.4% increase in volume shipped, refl

increase in ave age selling price

Manganese ore and ferroalloys.  Gross revenues of manganese ore and ferroalloys increased by
is increase resulted from

 loys, from US$300 3 t
2004.  The increase was driven by strong demand for our principal ferroalloy cts fr
industry and the impact of a full year of fe rodu

e
DM

ce
, whic

increase in sales volume, and a 74.7% incr rag s. 

 A 55.1% increase in gross revenues of ma re, f illio  to U
2004.  Revenues were positively affected  incre e se
while volumes increased by 13.2%. 

otash.  Gross revenues from sales of potash increased by 31.9%, from US$94 mill n 200
m ion in 2004, driven b

ng prices were partia
because the production was limited as a result of the expansion project at our Taquari-Vassouras potash mine, 

which is designed to increase its annual production capacity from 600,000 tons to 850,000 tons.   

Kaolin.  Gross revenues from sales of kaolin increased by 70.8%, from US$96 million in 2003 to US$164 
million in 2004.  US$92 million of our kaolin revenues derives of the consolidation of CADAM through CAEMI, 
for a full year in 2004, as opposed to US$31 million over four months in 2003.  Total volume shipped increased

%, ven primarily by the CAEMI acquisition.  The volume growth was partially offset by a 3.9% decrease in 
age selling prices, reflecting higher international freight costs. 

per.  We began selling copper concentrate from our Sossego copper mine in June 2004.  During the period 
e 2004 to the end of 20

Logistic services.  Gross revenues from logistic services increased by 45.2% from US$604 million in 2003 to 
million in 2004.  The improved performance in logistics revenues reflects our efforts to add railroad 
 to exploit opportunities provided by agricultural production, e

CA eginning September 2003.  In particular, the increase in gross revenues from logistic services reflects: 

A 64.1% increase in gross revenues from railroad transportation, from US$373 million in 2003 to US$61
million in 2004.  Of the US$239 million increase in revenues, US$156 million resulted from our 
consolidation of FCA.  The increase reflects a 37.1% increase in volume transported, reflecting the FCA 
acquisition, the strong demand for general cargo services, which continued to exceed supply, and the 
expansion of our rolling stock through the addition of wagons and locomotives, as well as a 19.4% increa
in average selling prices, reflecting h
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n 
 

he appreciation of the real as well as higher real-denominated prices due to high demand 
and inflation.   

• S$92 million in 2004.   

m
million i 2004.  The main drivers were: 

.2% increase in gross revenues from sales of bauxite, from US$37 million in 2003 to US$53 million in 
2004.  This increase was largely the result of a 41.0% increase in volume sold.  The price remained 

• A 7.5% decrease in gross revenues from sales of alumina, from US$495 million in 2003 to US$458 million 

lbras beginning January 1, 2004 and to higher revenues in 2003 due to resales 
of alumina purchased in the spot market.  The decline in sales volume more than offset a 37.1% increase in 

Gold.  Our gold production declined significantly effective August 15, 2003, with the selling of our Fazenda 
Bras s solely of gold produced as a by-product of our iron ore 
operations at Itabira.  The copper concentrate we produce in our Sossego mine contains gold.  We record all 
reve

29 
 

Operating costs and expenses 

The following table summarizes our operating costs and expenses for the periods indicated.   

• A 20.1% increase in gross revenues from port operations, from US$144 million in 2003 to US$173 millio
in 2004.  The increase in port operations gross revenues was driven by a 15.0% increase in average selling
prices, reflecting t

A 5.7% increase in gross revenues from shipping, from US$87 million in 2003 to U

Alu inum-related products.   Gross revenues from aluminum-related products increased 46.7%, from US$852 
n 2003 to US$1,250 million in 

• A 130.9% increase in gross revenues from sales of aluminum, from US$320 million in 2003 to US$739 
million in 2004.  Of the US$419 million increase, the consolidation of Albras was responsible for US$384 
million, and the remainder is largely due to the increased worldwide demand for aluminum and 
improvements that helped expand production.  Sales volume increased by 104.8% and the average selling 
price rose by 20.0%.  The price increase primarily reflects strong worldwide demand for aluminum. 

• A 43

relatively stable, reflecting that bauxite prices are established based on the aluminum and alumina prices of 
the three previous quarters, excluding the quarter immediately preceding price negotiations. 

in 2004.  The decrease in alumina gross revenues resulted primarily from a 32.6% decrease in sales volume 
due to the consolidation of A

average selling prices for alumina driven by the increase in worldwide demand for alumina. 

ileiro mine.  Our gold production now consist

nues received in respect of the copper concentrate under copper revenues.   

Other products and services.  Gross revenues from other products and services decreased 34.5%, from US$
million in 2003 to US$19 million in 2004, primarily reflecting the sale, in 2003, by RDMN of excess energy to third
parties in the Norwegian market during the conversion of its plants in 2003. 

 Year ended December 31,  
 2004 2003 % change 
 (in millions of US$)  

.....................................Cost of ores and metals ............ . US$ 2,881 US$ 2,066 39.4 

.....................................Cost of logistic services............. . 513 370 38.6 
Cost of aluminum-related products ................................. 674 678 (0.6) 
Others............................................................................... 13 14 (7.1) 
Cost of goods sold ........................................................... 4,081 3,128 30.5 
Selling, general and administrative expenses ................. 452 265 70.6 
Research and development.............................................. 153 82 86.6 
Employee profit sharing plan .......................................... 69 32 115.6 
Other costs and expense .................................................. 188 199 (5.5) 
Total operating costs and expenses ................................. US$ 4,943 US$ 3,706 33.4 

 
Cost of goods sold 

General.  Total cost of goods sold increased 30.5%, from US$3,128 million in 2003 to US$4,081 million in 
2004.  This increase resulted, in part, from the consolidation of Albras, CAEMI and FCA for the full year in 2004, 
compared with only four months for CAEMI and FCA in 2003 and no consolidation of Albras in 2003.  CAEMI and 
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n of our cost of goods sold in 2003 and Albras, CAEMI and FCA accounted for 
US$708 million in 2004.  The other major factors behind the increase in cost of goods sold during 2004 were: 

el and gas, increased by US$301 million, or 39.6%, in 2004, driven primarily by 
the significant increase in our total production, resulting primarily from the consolidation of CAEMI, FCA 
and Albras which accounted for US$123 million of the total US$301 million increase, as well as increased 
prices of fuel and gas. 

Appreciation of the real a lla nt on e 
IGP-M, which reached 12 o incre s, whe .S. doll use 

f our costs and e minated in reais. 

ices increased by 239 millio 42.6%, in 2004, res g mainly fr  
tsourced logistics services resulti m our consolidation be ing in 

03.  Unlike our Northern and outhern systems, where we use our ow ailroads, CA MI 
ics provider—MR to transpor ron ore to the port.  C I accoun or 
urced logistics costs in 2004 co ed with US$94 milli n 2003.  In , our 

in the Southern System also trans d a portion of their o t via MRS,  total 
 of US$73 million in 2004 comp red with US$ 9 million in 2003, reflecting higher vol es 

igher prices. 

 products othe than iron ore d pellets decreased by .0% from US 04 
411 million in 20 ue mainly t consolidation of Al , which con  

as  c ared arily by th
consolidation of Albras, which accounted for US$137 million of the total increase. 

on in 

he cost of ores and metals during 2004 also includes US$484 million in costs 
generated by the full consolidation of CAEMI, compared with four months in 2003, and the beginning of copper 

3 to US$513 
million in 2004.  Of the US$143 million increase, US$125 million relates to the consolidation of FCA for the full 

004 compared with four months in 2003.   

Cost  aluminum-related products.  Cost of aluminum-related produ ained stable, 678 million 
in 2003 to S$674 million in 2004.   

Cost  and services ined stable, fro 4 million 
in 2003 to

Selling,

llion 
nsolidation of CAEMI, FCA and Albras over the full year 

in 2 ,
toge r
primaril
the mon

FCA accounted for US$236 millio

• Material costs, including fu

• gainst the U.S. do r and the concurre
ased cost

increase in inflati as measured by th
ars, beca.4% in 2004, led t

xpenses are d
n translated into U the 

majority o eno

• Cost of outsourced serv  US$ n, or ultin om n a
increase in costs for ou ng fro  of CAEMI ginn
September 20 S n r E
uses a third-party logist S— t its i AEM ted f
US$184 million in outso mpar on i 2004
Minas do Meio mines porte utpu for a
freight cost a 3 um
transported as well as h

• Expenditures on purchases of r  an  32 $6
million in 2003 to US$ 04 d o the bras tributed
US$240 million. 

• Energy expenses incre ed by US$172 million in 2004 omp  to 2003, driven prim e 

• Demurrage costs increased from US$46 million in 2003 to US$83 million in 2004, reflecting congesti
the ports due to high demand. 

Cost of ores and metals.  Cost of ores and metals sold increased by 39.4% to US$2,881 million in 2004 from 
US$2,066 million in 2003, primarily due to increased sales volumes of iron ore and pellets, copper and manganese 
and ferroalloys.  A portion of the increase in the cost of ores and metals sold also reflects the higher costs associated 
with purchases of iron ore from third parties to meet excess demand.  We purchased 15.9 million tons in 2004, up 
from 9.2 million tons in 2003.  T

operations.   

Cost of logistic services.  Cost of logistic services increased by 38.6%, from US$370 million in 200

2

of cts rem from US$
 U

of other products and services.  Cost of other products  rema m US$1
 US$13 million in 2004. 

 general and administrative expenses 

Selling, general and administrative expenses increased 70.6%, from US$265 million in 2003 to US$452 mi
in 2004.  This increase resulted primarily from the full co

004  compared to four months of results from CAEMI and FCA and no results for Albras for 2003.  Taken 
the , CAEMI, FCA and Albras accounted for US$88 million of the US$187 million increase.  The remainder 

y reflects increase in sales expenses due to the increase in revenues sales and increase in salaries as well as 
etary exchange variation. 
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Research and development expenses increased 86.6%, from US$82 million in 2003 to US$153 million in 2004.  
This c
existing 

Oth

Other costs and expenses decreased by US$199 million in 2003 to US$188 million in 2004.  These costs and 
expe e

Operating Income by Segment 

The following table provides information concerning our operating income by segment and as a percentage of 
reve

 
 

Research and development 

 in rease is in line with CVRD’s expansion plans intended to diversify its production and expand production of 
products to meet world demand. 

er costs and expenses 

ns s primarily reflect provisions for contingencies.   

nues for the periods indicated. 

Year ended December 31, 
 2004 2003 
 income Operating 

(loss) 
% of net operating 

revenues 
Operating income 

(loss) 
% of net operating 

revenues 
  
Ferro
Iron o S$ 1,836 47.5% US$ 1,164 45.0% 
Pellets 268 24.3 169 22.0 
Manga
F oa
Non-f
Gold ..............................................
Po
K lin
Coppe
Alum    
Alumi 16.1 109 24.0 
Aluminu
B i
Logist
Railro
Ports..
Ships . — (38

(in millions of US$)  (in millions of US$) 
us minerals     
re ......................................... U
........................................... 
nese ore ............................. 26 36.1 7 — 

err lloys.................................... 243 42.4 34 28 
errous minerals     

 (2) — 17 81.0 
tash ........................................... 53 48.6 35 43.0 

ao ........................................... 51 32.3 4 4.0 
r .......................................... 92 46.5 — — 
inum-related  
na........................................ 71 

m..................................... 435 59.1 25 8.0 
aux te ......................................... 5 9.4 3 8.0 

ics     
ads....................................... 150 29.3 111 33.0 
............................................ 51 35.4 46 35.0 
............................................ (39) ) — 

Others .......................................... (117) — (42) — 
Total ............................................. US$ 3,123 38.7 US$ 1,644 30.7 

 

nd 

per operations.  We also experienced a substantial improvement in 
the operating margins of our kaolin business, reflecting an increase in volume sold and lower unit costs due to the 
onsolidation of CADAM for a full year in 2004, compared to only four months in 2003, which more than offset a 

decline in verage selling prices.  The improvement in these businesses was partially o rgins in 
the railroa  segment reflecting the consolidation of FCA and declines in alumina seg perating pro ity due 
to the con idation of Albras.   

Non-oper

The f  periods indica   

 

Our operating income increased as a percentage of net operating revenues from 30.7% in 2003 to 38.7% in 
2004.  This increase was driven primarily by higher operating margins in the iron ore, pellets, manganese a
ferroalloy businesses due to higher prices, higher operating margins in the aluminum business due to the 
consolidation of Albras, and the start up of cop

c
 a ffset by declines in ma
d ment o fitabil
sol

ating income (Expenses) 

ollowing table details our non-operating income (expenses) for the ted. 
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 Year ended December 31, 
 2004 2003 
 (millions of US$) 
Financial income .............................................................................  US$ 82 US$ 102 
Financial expenses...........................................................................  (671) (351) 
Foreign exchange and monetary gains (losses) net ........................  65 242 
Gain on sale of investments ............................................................  404 17 
Non-operating income (expenses) ..................................................  US$ (120) US$ 10 

 
We had net non-operating expenses of US$120 million in 2004, compared to net non-operating income of 

US$10 million in 2003.  This change primarily reflects:  

• The effect of the 8.1% depreciation of the U.S. dollar from year-end 2003 to year-end 2004 on our net U.S. 
dollar-denominated liabilities (mainly short and long-term debt, less cash and cash equivalents), which 
generated a net foreign exchange gain of US$79 million in 2004, compared to a gain of US$222 million in 
2003 (where the depreciation from year-end 2002 to year-end 2003 was 18.2%).   

• A decrease in financial income from US$102 million in 2003 to US$82 million in 2004 due to reductions 
interest rates and the balance of cash equivalents from bonds. 

• An increase in financial expenses from US$351 million in 20

in 

03 to US$671 million in 2004, principally due 

$17 

Income

In 200  expense of US$749 million, compared to a net tax expense of US$297 million in 
200

ions 

• Accrual  a US$240 million expense related to the difference on tax basis of equity investments in 2004, 
compared to a US$56 million expense in 2003.  This resulted mainly from the effect of the sale of CST. 

n expense related to write-offs of derivative-related deferred tax assets as a result 
 a change in the applicable tax legislation under which we can no longer deduct payments or losses on 

vative investments, effective January 1, 2005. 

lted 
 US$542 million in 2004, compared to a gain of US$306 million in 2003.  The following table 

to the consolidation of CAEMI, FCA and Albras, which accounted for US$165 million of the increase.  
The remainder of the increase reflects an increase in average outstanding debt and losses on derivative 
contracts for alumina and aluminum during 2004 and the premium paid related to the repurchase by us of a 
portion of Vale Overseas’ outstanding 8.625% Enhanced Guaranteed Notes due 2007. 

• A gain of US$404 million in 2004, reflecting the sale of our stake in CST compared to a net gain of US
million reflecting the selling of Fosfertil.   

 Taxes 

4, we recorded a net tax
3.  The difference resulted primarily from: 

• An increase in tax expense at nominal statutory rates from US$562 million in 2003 to US$1,021 million in 
2004 due to higher pre-tax income. 

• A tax benefit of US$247 million in respect of exempt foreign income in 2004, compared to a US$59 
million expense in 2003.  This change resulted primarily from the effects of the foreign exchange variat
on exempt foreign assets. 

of

• Accrual of a US$57 millio
of
deri

• A tax benefit of US$77 million compared to US$53 million registered in 2003.  The US$77 million tax 
benefit relates primarily to a reversal of tax valuation allowances at Albras and Alunorte due to an increase 
in actual and expected future taxable income that made it more likely than not that Albras and Alunorte 
would be able to use their tax loss carryforwards. 

Affiliates and Joint Ventures  

Our equity in the results of affiliates and joint ventures and provisions for losses on equity investments resu
in a gain of
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summarizes the composition of our equity in results of affiliates and joint ventures and provisions for losses on 
equity investments for the periods indicated.   

 
 Year ended December 31, 
 2004 2003 
 (in millions of US$) 

esults of affiliates and joint ventures and provision for losses on 
stments 

  

...............................................  271 81 
 Others ...................................................................................................................  (3) 

Equity in r
equity inve
 Ferrous..................................................................................................................  US$ 170 US$ 133 
 Logistics ...............................................................................................................  33 (52) 
 Aluminum-related products .................................................................................  71 147 
 Steel .......................................................................

(3) 
 Total equity in results of affiliates and joint ventures and 
  provisions for losses ........................................................................................  

 
US$ 542 

 
US$ 306 

 
Ferrous Minerals.  Our equity in the results of iron ore and pellet affiliates and joint ventures and provisions fo

losses on equity investments amounted to a gain of US$170 million in 2004, compared to a gain of US$133 million 
in 2003.   The improvements at each of these affiliates were 

r 

due to strong demand in the market for iron ore and 
pell ces 

uity in the results of logistics affiliates and joint ventures and provisions for losses on 
ounted to a gain of US$33 million, compared with a net loss of US$52 million in 2003.  The 

primarily reflected a provision for losses related to impairment of assets registered by FCA prior to 
its c ber 2003. 

uminum-related affiliates recorded exchange gains due to the effects of the appreciation of the 
real eign currency denominated debt.  In addition to exchange rate effects, the operating results of 
Val N in 2004 were influenced by the following factors:  

, 
 

ces.    

• MRN.  In 2004, MRN generated net income of US$142 million on gross revenues of US$351 million, 

 
 

ed a net gain of US$271 million in respect of our equity in the results of steel affiliates 
and

 reflects the 
reve

 sales volumes.  CSI’s net income increased in 2004 primarily due to an 11.7% 
incr e 

ets.  Samarco contributed US$117 million in 2004 compared to US$70 million in 2003, reflecting higher pri
and a write-off of value-added tax credits due to agreements with the local government, which amounted to 
US$37 million which was recorded in 2003. 

Logistics.  In 2004, our eq
equity investments am
net loss in 2003 

onsolidation in Septem

Aluminum-related.  Our equity in the results of our aluminum-related affiliates and joint ventures and provisions 
for losses on equity investments was US$71 million in 2004, compared to US$147 million in 2003.  This decrease is 
due to the consolidation of Albras in 2004, partially offset by improvements in the performance of the other 
aluminum-related companies. 

In 2004, our al
 on their for
esul and MR

• Valesul.  In 2004, Valesul generated net income of US$26 million on gross revenues of US$204 million
compared to net income of US$18 million in 2003 on gross revenues of US$172 million.  CVRD’s portion
of the net income of Valesul was US$14 million in 2004, compared to US$10 million in 2003.  The 
improvement of the results was driven by higher average selling pri

compared to net income of US$81 million in 2003 on gross revenues of US$276 million.  Our portion of 
the net income of MRN was US$57 million in 2004 and US$33 million in 2003.  The revenue increase was
driven by a 16.5% increase in sales volume, driven primarily by higher demand, as well as an 11% increase
in average selling price. 

Steel.  In 2004, we record
 joint ventures, compared to a net gain of US$81 million in 2003.  The improved performance at Usiminas, CST 

(during the period prior to the sale of our interest) and CSI were due to strong demand in the market for steel, which 
drove an increase in sales volumes and average selling prices.  The improved performance at CST also

rsal of US$23 million of provisions for contingencies and the final court decision in the  “Plano Verão” lawsuit 
(income tax deductibility of certain charges) for US$75 million.  The improved performance at Usiminas primarily 
reflects higher selling prices and

eas in sales volume and a 47.7% increase in average selling prices, reflecting better margins.   
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Liquidit

Overview 

Our e 
historica requirements by using cash generated from operating activities and through short-term and 
long-term debt.  We believe these sources of funds, together with our cash and cash equivalents on hand, will 
continue

In a
opportun
acquisiti ough internally generated funds, the issuance of debt or a combination of these 
methods.   

In 2 nt 
portion o .6 
billion a  minimum dividend payments for 2006 of US$1.3 billion.  We expect to meet these cash 
needs primarily through a combination of operating cash flow, cash and cash equivalents on hand, and new debt, 
incl n
January 

Sources of Funds 

ities.  

management and reducing debt refinancing risks during moments of instability in financial markets.  Currently, we 
mount of US$650 million that is available through 2007, with an amortization period if 
d a US$500 million revolving credit line that is available through 2011.  We have not 

mad

unted to 

Dividends 

We paid total dividends and interest on shareholders equity of US$1.3 billion in 2005.  The announced 
minimum dividend amount for 2006 is US$1.3 billion.  In April 2006, the first installment of this dividend was 
approved by our Board of Directors in the amount of US$650 million and was paid on April 28, 2006.  See Item 8. 
Financial Information—Dividends and Interest on Shareholders’ Equity.  

y and Capital Resources 

principal uses of funds are for capital expenditures, dividend payments and repayment of debt.  We hav
lly met these 

 to be adequate to meet our currently anticipated capital requirements. 

ddition, from time to time, we review acquisition and investment opportunities and will, if a suitable 
ity arises, make selected acquisitions and investments to implement our business strategy.  We generally fund 
ons and investments thr

006, we expect our major cash needs to include repayment or refinancing of the US$1,218 million in curre
f long-term debt on our balance sheet at year-end 2005, as well as budgeted capital expenditures of US$4

nd announced

udi g the $1.0 billion of guaranteed notes due 2016 issued by our finance subsidiary Vale Overseas Limited in 
2006. 

Our principal sources of liquidity are cash and cash equivalents on hand and cash flow from operating activ
At December 31, 2005, we had cash and cash equivalents of US$1,041 million.  Our operating activities generated 
positive cash flows of US$5,161 million in 2005.   

In addition, CVRD has committed credit facilities for the purpose of improving the efficiency of its cash 

have a credit facility in an a
drawn down of two years, an

e use of the funds available under our credit facilities. 

We believe we are well positioned to raise additional capital given our access to global capital markets.  
Currently, we are rated BBB+ by Standard & Poor’s, being the only Brazilian entity with such rating, Baa3 by 
Moody’s and BBBlow by Dominion Bond Rating Services.  Improving our credit rating continues to be an 
important strategic goal. 

Uses of Funds 

Capital Expenditures 

In 2005, our net cash flow used in investing activities was US$4,646 million.  Capital expenditures amo
US$4,817 million.  In 2006, we have budgeted US$4,626 million for capital expenditures.  This amount includes 
expenditures on projects as well as expenditures for maintenance and exploration.  For more information about the 
specific projects for which we have budgeted funds, see Item 4.  Information on the Company—Capital 
Expenditures.   
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bt 

lion 
of loans from related parties).  At December 31, 2005, approximately US$1,015 million of our debt was secured by 

ens on some of our assets.   

rt-term debt consists primarily of U.S. do inated trade financing, m inly in the form of export 
prep yments and export sales advances reign a n fin itutio

r
accr

ign nd financing (US$2,442 m  at December 31, 2005).  
p

u

s through our finance subsidiary Vale Overseas Limited with a CVRD 

 

ia 

• Perpetual notes (US$75 million at December 31, 2005).  We have issued perpetual notes that are 
rred shares of MRN.  Interest is payable on the notes in an amount 

equal to dividends paid on the underlying preferred shares relating to periods beginning with the 2000 

are indexed to U.S. dollars, and the remainder of which are linked to baskets 
of currencies or floating rates in Brazil. 

Some of our long-term debt instruments contain financial covenants.  Our principal covenants require us to 
main

one of 

ents 
 agreed percentage of our net revenues (revenues less value-added tax, transport fee and insurance 

expenses related to the trading of the products) from certain identified mineral resources that we owned at the time 
e exceed defined thresholds of sales volume relating to certain mineral 

resources, and from the sale of mineral rights that we owned at that time.  Our obligation to make payments to the 
hold

Debt 

At December 31, 2005, we had aggregate outstanding debt of US$5,010 million, consisting of short-term de
of US$1,295 million (including US$1,218 million in current portion of long-term debt and US$62 million of loans 
from related parties), and long-term debt (excluding current portion) of US$3,715 million (including US$1 mil

li

Our sho
a

llar-denom
nd Brazilia

a
with fo ancial inst ns.   

Our major categories of long-te m indebtedness (including the current portion of long-term debt and excluding the 
ued charges) are as follows: 

• U.S. dollar-denominated fore loans a illion These 
loans primarily include ex
commercial banks and m

ort financing lin
lateral organizatio

es, import finance fro
ns.  The loa

m export 
generally bear fl

credit agencies,
oating rate i

 loans from 
reads lti ns nterest at sp

over LIBOR.   

• U.S. dollar-denominated fixed rate notes (US$1,213 million at December 31, 2005).  We have issued 
several series of fixed rate bond
guarantee.   

• U.S. dollar-denominated export securitizations (US$427 million outstanding at December 31, 2005).  We
have a US$550 million securitization program based on existing and future receivables generated by our 
subsidiary CVRD Overseas Ltd from exports of iron ore and pellets to six of our customers in Europe, As
and the United States.  The securitization transaction is divided into three fixed rate tranches and one 
floating rate tranche. 

exchangeable for 48,000 million prefe

fiscal year. 

• Domestic debt (US$659 million at December 31, 2005).  We have a series of Brazilian loans, principally 
from BNDES, most of which 

tain certain ratios, such as debt to equity, net debt to EBITDA and interest coverage.  We were in full 
compliance with our financial covenants as of December 31, 2005, and we believe that our existing covenants will 
not significantly restrict our ability to borrow additional funds as needed to meet our capital requirements.  We 
believe we will be able to operate within the terms of our financial covenants for the foreseeable future.  N
these covenants directly restricts our ability to pay dividends on equity securities at the parent company level. 

Shareholder debentures  

At the time of the first stage of our privatization in 1997, we issued debentures to our shareholders.  The terms 
of the debentures were established to ensure that our pre-privatization shareholders, including the Brazilian 
government, would participate alongside us in potential future financial benefits that we derive from exploiting 
certain mineral resources that were not taken into account in determining the minimum purchase price of our shares 
in the privatization.  In accordance with the debentures deed, holders have the right to receive semiannual paym
equal to an

of the privatization, to the extent that w

ers will cease when the relevant mineral resources are exhausted.    
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 of 
tements for a 

description of the terms of the debentures. 

 to our consolidated financial statements).   

 Payments Due by Period 

We made no payments under the shareholder debentures in 2003.  The total payments made under the 
shareholder debentures amounted to US$2 million in 2004, relating to 2003 results.  The total payments made under 
the shareholder debentures amounted to US$5 million in 2005, relating to 2004 results.  We also made a payment
US$2 million in April 2006, relating to 2005 results.  See Note 18 to our consolidated financial sta

Contractual Obligations 

The following table summarizes our long-term debt, short-term debt, operating lease obligations, purchase 
obligations and Alunorte take-or-pay obligations at December 31, 2005.  This table excludes other obligations that 
we may have, including pension obligations (discussed in Note 17

 

  
Total 

Less than 1 
year 

 
2007-2008 

 
2009-2010 

 
Thereafter 

 (in millions of US$) 
Long-term debt (1).............................. US$ 4,932 US$ 1,218 US$ 831 US$ 712 US$ 2,171 
Short-term debt ................................... 15 15 — — ⎯ 
Operating lease obligations ................ 967 49 98 87 733 
Purchase obligations (2) ..................... 12,313 2,552 1,599 1,323 6,839 
Take-or-pay obligation (MRN)(3)..... 776 145 290 290 51 
Total..................................................... US$ 19,003 US$ 3,979 US$ 2,818 US$ 2,412 US$ 9,794 
      
(1) Figures do not reflect the January 2006 issuance of US$1 billion in 2016 notes. 

Amounts, i
We are com

(2) ncluding for purchases of iron ore from mining companies located in Brazil, are based on 2005 prices. 
(3) mitted under a take-or-pay agreement to purchase bauxite from MRN at a price that is determined by a formula based on 

Off-bala

 D
2005, w $5 
million,  in 
reais.  W  of these guarantees.  We have made fee charges for extending these 
guarantees in the case of Samarco.  See Note 18 to our consolidated financial statements for more information 
conc i

Critical

We e our critical accounting policies.  We consider an accounting policy to be 
critical if it is important to our financial condition and results of operations and requires significant judgments and 
estim  

U.S. dollar, but our functional currency for the majority of our operations is the 
real  I nce  Fi i l unting Standards (SFAS) 52 – “Foreign Currency 

 to reflect the approximate results that would have occurred if 
each transaction had been translated using the exchange rate in effect on the date that the transaction was 
reco  

g 
e 

prevailing world prices of aluminum.   
 
nce Sheet Arrangements 

At ecember 31, 2005, our off-balance sheet arrangements consisted solely of guarantees.  At December 31, 
e had extended guarantees for borrowings obtained by affiliates and joint ventures in the amount of US
of which US$4 million is denominated in U.S. dollars and the remaining US$1 million is denominated
e expect no losses to arise as a result

ern ng these guarantees. 

 Accounting Policies and Estimates 

believe that the following ar

ates on the part of our management.  For a summary of all of our significant accounting policies, see Note 3 to
our consolidated financial statements. 

Translation Adjustments  

Our reporting currency is the 
. n accorda with Statement of nanc a  Acco

Translation,” we translate statement of income items

gnized.  Because the separate translation of every transaction is impractical, an appropriate weighted average
exchange rate for the period is used.  In most cases, we translate our statement of income accounts and those of 
subsidiaries that use the real as their functional currency into U.S. dollars at weighted average monthly rates for the 
relevant reporting period.  In the case of material exceptional items, we translate the amounts into U.S. dollars usin
the exchange rate on the date of the transaction.  Additionally, during periods of high exchange rate volatility, w
use estimated daily rates to translate our foreign exchange and monetary losses or gains, financial income and 
financial expenses.  The determination of the appropriate weighted average exchange rate requires significant 
management judgment and estimates.  In 2005, the dollar depreciated by approximately 11.0% against the real and 
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re conditions that are highly uncertain, including future ore prices, foreign currency exchange 
rates, inflation rates, mining technology, availability of permits and production costs.  Changes in some or all of 
thes

 

d.  
d also significantly impact our estimates of environmental and site 

reclamation costs, which are described in greater detail below.   

r Asset Retirement Obligations.” SFAS 143 requires that we recognize a 
liability for the fair value of our estimated asset retirement obligations in the period in which they are incurred, if a 
reas

FAS 143 requires us to 
babilities to projected cash flows, to make long-term assumptions about inflation rates, to 

e our credit-adjusted risk-free interest rates and to determine market risk premiums that are 

ncome.  In 

 

 
appr

generated a credit for the year recorded directly in the cumulative translation adjustment account of US$1,013 
million.   

Mineral Reserves and Life of Mines 

We regularly evaluate and update our estimates of proven and probable mineral reserves.  Our proven and 
probable mineral reserves are determined using generally accepted estimation techniques and are audited by AMEC 
E&C Services, Inc. (AMEC), an expert in mineral engineering.  Calculating our reserves requires us to make 
assumptions about futu

e assumptions could have a significant impact on our recorded proven and probable reserves. 

One of the ways we use our ore reserve estimates is to determine the mine closure dates used in recording the
fair value liability for our asset retirement obligations and the periods over which we amortize our mining assets.  
Any change in our estimates of total expected future mine or asset lives could have an impact on the depreciation, 
depletion and amortization charges recorded in our consolidated financial statements under cost of goods sol
Changes in the estimated lives of our mines coul

Environmental and Site Reclamation Costs 

Expenditures relating to ongoing compliance with environmental regulations are charged against earnings or 
capitalized as appropriate.  These ongoing programs are designed to minimize the environmental impact of our 
activities.   

Under SFAS 143 - “Accounting fo

onable estimate can be made.  We consider the accounting estimates related to reclamation and closure costs to 
be critical accounting estimates because:  

• we will not incur most of these costs for a number of years, requiring us to make estimates over a long 
period;  

• reclamation and closure laws and regulations could change in the future or circumstances affecting our 
operations could change, either of which could result in significant changes to our current plans;  

• calculating the fair value of our asset retirement obligations in accordance with S
assign pro
determin
appropriate for our operations; and  

• given the significance of these factors in the determination of our estimated environmental and site 
reclamation costs, changes in any or all of these estimates could have a material impact on net i
particular, given the long periods over which many of these charges are discounted to present value, 
changes in our assumptions about credit-adjusted risk-free interest rates could have a significant impact on
the size of our provision.   

Our Environmental Department developed a guide which defines the rules and procedures that should be used 
to evaluate our asset retirement obligations.  The future costs of retirement of all of our mines and sites are estimated 
annually, considering the actual stage of exhaustion and the projected exhaustion date of each mine and site.  The 
future estimated retirement costs are discounted to present value using a credit-adjusted risk-free interest rate.  At 
December 31, 2005, we estimated the fair value of our aggregate total asset retirement obligations to be

oximately US$225 million.   

Impairment of Long-Lived Assets and Goodwill 

We evaluate our investments and long-lived assets, which primarily include identifiable property, plant and 
equipment, for impairment whenever events or changes in circumstances indicate that the balance sheet carrying 
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 use.  We generally determine value in use by discounting expected future cash 
flows using a risk-adjusted pre-tax discount rate that we believe is appropriate to the risks inherent in the asset.   In 

 future cash flows, we must make various assumptions about matters that are highly uncertain, 
including future production and sales, product prices (which we estimate based on current and historical prices, price 
tren

and estimates can be affected by a variety of matters, including external 
factors such as industry and economic trends, and internal factors such as changes in our business strategy and our 
inte

l 

heet.  

rice is below carrying value, 
and we consider the decline to be other than temporary, we write down our equity investments to quoted market 
valu

 cases, 
of the investments is estimated principally based on discounted estimated cash flows using 

assumptions similar to those described above.   

In relation to goodwill, each year on September 30, we use a two-step process to test for the recoverability of 
good e 

ash flows using assumptions 
similar to those used in the process described above.  Step two requires an estimate of the fair value of the individual 
asse at no 

SFAS 133 – “Accounting for Derivative Financial Instruments and Hedging Activities,” as amended by SFAS 
e recognize all derivative financial instruments as either assets or 

abilities on our balance sheet and measure such instruments at fair value.  Changes in the fair value of derivatives 
re r

ative 
 

 
ged items in the case 

f fa

re 

lt in deferred tax assets and liabilities, which we show on our consolidated balance 
eet.  We must then assess the likelihood that our deferred tax assets will be recovered from future taxable income.  

To t

value of the asset may not be recoverable.  If the asset is determined to be impaired, we record an impairment loss,
and write down the asset, based upon the amount by which the carrying amount of the asset exceeds the higher of 
net realizable value and value in

order to estimate

ds and related factors), recoverable reserves, operating costs, environmental and site reclamation costs and 
planned capital costs.  Arriving at assumptions and estimates concerning these matters is a complex and often 
subjective process.  These assumptions 

rnal forecasts.  Although we believe the assumptions and estimates we have made in the past have been 
reasonable and appropriate, different assumptions and estimates could materially impact our reported financia
results.  More conservative assumptions of the anticipated future benefits from these businesses would result in 
greater impairment charges, which would decrease net income and result in lower asset values on our balance s
Conversely, less conservative assumptions would result in smaller impairment charges, higher net income and 
higher asset values.   

In assessing potential impairment of our equity investments, we evaluate the carrying value of our listed equity 
investments relative to publicly available quoted market prices.  If the quoted market p

e.  For investments for which quoted market prices are not readily available, we evaluate the investments for 
impairment whenever the performance of the underlying entity indicates that impairment may exist.  In such
the fair value 

will for each of our reporting units.  Step one requires a comparison of the fair value of the reporting unit to th
book value of its net assets.  The fair value of the net assets is based on discounted c

ts and liabilities within the reporting unit.  In 2005, after conducting impairment tests, we concluded th
write-down was necessary.  

Derivatives and Hedging Activity 

137, SFAS 138 and SFAS 149, requires that w
li
a ecorded in each period in current earnings or in other comprehensive income (outside net income), in the latter 
case depending on whether a transaction is designated as an effective hedge.  We have not designated any deriv
financial instruments as hedges and the fair value adjustments to our derivatives were thus recorded in current net
income.  If we had designated our hedging instruments as permitted under SFAS 133, there would have been
orresponding fair value adjustments, for certain of our hedging instruments, to the related hedc

o ir value hedges or directly to shareholders’ equity in the case of cash flow hedges.  In 2005, we recorded a 
charge of US$101 million in relation to fair value adjustments on derivative instruments. 

Income Taxes 

In accordance with SFAS 109 - “Accounting for Income Taxes,” we recognize deferred tax effects of tax loss 
carryforwards and temporary differences in our consolidated financial statements.  We record a valuation allowance 
when we believe that it is more likely than not that tax assets will not be fully recoverable in the future. 

When we prepare our consolidated financial statements, we estimate our income taxes based on regulations in 
the various jurisdictions where we conduct business.  This requires us to estimate our actual current tax exposu
and to assess temporary differences that result from differing treatment of certain items for tax and accounting 
purposes.  These differences resu
sh

he extent we believe that recovery is not likely, we establish a valuation allowance.  When we establish a 
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ent of 

ood of 
e asset will not be realized.  The valuation allowance made in relation to 

accumulated income tax losses depends on our assessment of the probability of generation of future taxable profits 
within the legal e  which the related deferred tax asset is recorded based on our production and sales plans, 
selling prices, operating costs, environmental costs, group restructuring plans for subsidiaries and site reclamation 

Contingencies 

se material contingent liabilities unless the possibility of any loss arising is considered remote, and 
ingent assets where the inflow of economic benefits is probable.  We discuss our material contingencies 

in N

or a 
en incurred at the date of the financial statements, and the amount of the loss can be reasonably 

estim

 

The determination of the amount of our obligations for pension benefits depends on certain actuarial 
ssumptions are described in Note 17 to our consolidated financial statements and include, 

d long-term rate of return on plan assets and increases in salaries.  In accordance with U.S. 
GAA

Consolidation of Variable Interest Entities  
 

We perform evaluations of each of our equity affiliates and j tures to determ stitute 
varia tion N R, "Consolidation of Variable Interest 
Entiti at Alb  a VIE and that we are its primary 
benef fect  January 1, 2004
 

F teres y to consolidate variable 
intere k is no icient to permit  financi ts 
activi m o arties or (ii) equ rs either (a) la
direct b) are bligated to absor ed losses of th
enti  they primary 
bene ority of the variable interest entity's expected 
losses, receives a majority of the entity's expected residual returns, or both, as a result of ownership, contractual or 

valuation allowance or increase this allowance in an accounting period, we record a tax expense in our statem
income.  When we reduce the valuation allowance, we record a tax benefit in our statement of income. 

Determining our provision for income taxes, our deferred tax assets and liabilities and any valuation allowance 
to be recorded against our net deferred tax assets requires significant management judgment and estimates and 
assumptions about matters that are highly uncertain.  For each income tax asset, we evaluate the likelih
whether some portion or all of th

ntity in

costs and planned capital costs. 

We disclo
material cont

ote 18 to our financial statements. 

We account for contingencies in accordance with SFAS 5 – “Accounting for Contingencies,” which requires 
that we record an estimated loss from a loss contingency when information available prior to issuance of our 
financial statements indicates that it is probable that a future event will confirm that an asset has been impaired 
liability has be

ated.  In particular, given the uncertain nature of Brazilian tax legislation, the assessment of potential tax 
liabilities requires significant management judgment.  By their nature contingencies will only be resolved when one 
or more future events occur or fail to occur – and typically those events will occur a number of years in the future.  
Assessing such liabilities, particularly in the uncertain Brazilian legal environment, inherently involves the exercise 
of significant management judgment and estimates of the outcome of future events.   

The provision for contingencies at December 31, 2005, totaling US$1,286 million, consists of provisions of 
US$229 million, US$210 million, US$816 million and US$31 million for labor, civil, tax and other claims, 
respectively. 

Employee Post-retirement Benefits 

We sponsor a defined benefit pension plan covering substantially all of our employees.  We account for these
benefits in accordance with SFAS No.  87 “Employers’ Accounting for Pensions.” 

assumptions.  These a
among others, the expecte

P, actual results that differ from our assumptions are accumulated and amortized over future periods and 
generally affect our recognized expenses and recorded obligations in such future periods.   

oint ven ine if they con
ble interest entities, or VIEs, as defined under Interpreta o. 46
es," or FIN 46R.  Applying FIN 46R, we determined th ras is
iciary.  We accordingly have consolidated Albras with ef  from .    

IN 46R requires the primary beneficiary of a variable in t entit  that entity. A 
 fromst entity is created when (i) the equity investment at ris t suff the entity ng i

ties without additional subordinated financial support fro ther p ity holde ck 
 or indirect ability to make decisions about the entity, (

ave the right to receive expected residual returns of the entity if
not o b expect

occur.  The 
e 

ty or (c) do not h
ficiary of a variable interest entity is the party that absorbs a maj
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othe
exclusiv
of an en 46R, an enterprise generally 

ted an entity when the enterprise had a controlling financial interest in the entity through ownership of a 
aj

Quantifying the variability of VIEs is complex and subjective ring consideration and estimates of a 
significant number of possible future outcomes as well as the prob  of each outcome occurring. The results 
each terest  VIE and, based llocation, a 
calcula as a ma  of the potential tcomes 
(expec omes ( ted residual retu lculating expected 
losses ntial fu esults of the entit ning probabilities to 
each p mes to IE's interest hol ur estimates o
possib sult in appropriate con n or 
decons

Item

BOARD OF DIRECTORS  

Our Boa
of those 
meeting  
directors
majority

Und nd 
his or he
Our byla
have the one director and an alternate.  Under the Brazilian Corporate Law, members of the Board 
of Directors  
can be re
director 
of Direct

Ten  
Valepar, al shareholder, pursuant to Valepar’s shareholders’ agreement and the provisions of the 
Brazilian Co
Addition
General.
Party Tr

Director

The tabl
elected, 

r financial interests in the entity.  Expected losses are the expected negative variability of an entity's net assets 
e of its variable interests, and expected residual returns are the expected positive variability in the fair value 
tity's assets, exclusive of variable interests.  Prior to the issuance of FIN 

consolida
m ority voting interest.  
 

, requi
ability

s e
of 

possible outcome are allocated to the parties holding in  in th  on the a
tion is performed to determine which party, if any, h jority negative ou
ted losses) or a majority of the potential positive outc expec rns).  Ca

 and expected residual returns requires modeling pote ture r y, assig
otential outcome, and allocating those potential outco  the V ders. If o f 
le outcomes and probabilities are incorrect, it could re  the in solidatio
olidation of the VIE. 

 

 6.  Directors, Senior Management and Employees   

Overview 

rd of Directors, sets general guidelines and policies for our business and monitors the implementation 
guidelines and policies by our executive officers.  The Board of Directors holds regularly scheduled 
s on a monthly basis and holds additional meetings when called by its chairman, vice-chairman or any two
.  Decisions of the Board of Directors require a quorum of a majority of the directors and are taken by 
 vote. 

er the Brazilian Corporate Law, the Board of Directors must have at least three members.  Each director a
r respective alternate are elected at a general shareholders’ meeting and are subject to removal at any time.  
ws state that the Board of Directors must consist of eleven members and eleven alternates.  Our employees 
right to appoint 

must be shareholders of CVRD.  Members of the Board of Directors are elected for two-year terms and
-elected.  Each alternate director serves on behalf of a specific board member.  In the absence of the 
for whom an alternate director is acting, that alternate director may attend and vote at meetings of the Board 
ors. 

 of our current directors and nine of our current alternate directors were appointed to their positions by
our princip

rporate Law.  For a description of the procedures under which our directors are elected, see Item 10.  
al Information—Memorandum and Articles of Incorporation—Common Shares and Preferred Shares—
  For a description of Valepar’s shareholders’ agreement, see Item 7.  Major Shareholders and Related 
ansactions—Major Shareholders—Principal Shareholder. 

s of CVRD 

e below lists the current members of the Board of Directors.  All of our directors were elected or re-
as the case may be, in 2005, and their terms will expire in 2007. 
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Year  
First 

Elected Position Age 

Sérgio R
Eri
Jor
Arl 54 
Luc
Ren
Má
Hir 5 Director 61 
Oscar Augusto de Camargo Filho (1) ............................................... 2003 Director 68 
Francisco
Edu

____
(1) 
(2) 

 

(3) 
  

 The

 

Year  

icardo Silva Rosa (1)........................................................... 2003 Chairman 46 
k Persson (1) ................................................................................. 2001 Director 52 
ge Luiz Pacheco (1) ...................................................................... 2003 Director 51 
indo Magno de Oliveira (1).......................................................... 2003 Director 
iano Siani Pires (2) ...................................................................... 2005 Director 36 
ato da Cruz Gomes (1) ................................................................ 2001 Director 53 

rio da Silveira Teixeira Júnior (1)................................................ 2003 Vice-Chairman 60 
oshi Tada (1) ................................................................................ 200

 Augusto da Costa e Silva (1) ............................................ 2005 Director 57 
ardo Fernando Jardim Pinto (3) .................................................. 2005 Director 43 

__________ 
Appointed by Valepar and approved at the annual shareholders’ meeting. 
Appointed by the members of the Board of Directors in April 2006 to replace Mr. Jaques Wagner, who resigned in March 2006.  Mr. 
Pires’ appointment will be confirmed by the shareholders in the first shareholders’ meeting to take place after the annual shareholders
meeting, held on April 27, 2006. 
Appointed by our employees and approved at the annual general shareholders’ meeting. 

 table below lists the alternate members of the Board of Directors. 

First 
Elected Position Age 

Ge
Ri
Sé
Jo
Va
Rô
Jo 61 
Hi
W
Va - 
Jo

____
(1) 
(2) 
 

We d principal outside business interests 
of our current

d 

il, or Previ, where he has been an executive officer since 
2000 A., or Valepar, and chief executive officer of Litel Participações 
S.A

 Board of Directors in April 2001.  Mr. Persson was a planning 
offic e 

d 

rardo Xavier Santiago (1) .........................................................  2003 Director 46 
ta de Cássia Paz Andrade Robles (1).........................................  2005 Director 39 
rgio Ricardo Lopes de Farias (1)...............................................  2005 Director 41 
sé Mauro Guahyba de Almeida (1)............................................  2005 Director 61 
cant ...........................................................................................  - - - 
mulo de Mello Dias (1) .............................................................  2001 Director 44 

ão Moisés de Oliveira (1)...........................................................  2001 Director 
dehiro Takahashi (1)..................................................................  2005 Director 50 
anderlei Viçoso Fagundes (1) ....................................................  2003 Director 60 
cant ...........................................................................................  - - 

sé Horta Mafra Costa (2)............................................................  2005 Director  59 
__________ 

Appointed by Valepar and approved at the annual shareholders’ meeting. 
Appointed by our employees and approved at the annual shareholders’ meeting in 2005. 

have summarized below the business experience, areas of expertise, an
 directors: 

Sérgio Ricardo Silva Rosa.  Mr. Rosa joined our Board of Directors in April 2003 and was designate
as Chairman in May 2003.  Mr. Rosa is currently the chief executive officer of PREVI - Caixa de 
Previdência dos Funcionários do Banco do Bras

.  He is also a director of Valepar S.
., or Litel.  Mr. Rosa has been a director of Brasil Telecom Participações since December 2000, and of 

Sauípe S.A. since May 2001.  Prior to joining Previ, Mr. Rosa served as President of the Confederação 
Nacional dos Bancários from June 1994 to May 2000. From January 1995 to December 1996, Mr. Rosa 
was an alderman of the municipality of São Paulo. He received his degree in journalism from Universidade 
de São Paulo.   

Erik Persson.  Mr. Persson joined our
er at Previ from June 2000 to May 2003 and has been serving as a pension officer since June 2003.  H

has worked at Banco do Brasil S.A. since 1977.  Mr. Persson has also served as a director of Valepar an
Previ since April 2001, and has held an officer position in SEEB and FEEB, both in Rio Grande do Sul, 
since 1990. He received his degree in economics from Universidade Federal do Rio Grande do Sul – 
UFRGS.   

Jorge Luiz Pacheco.  Mr. Pacheco joined our Board of Directors in April 2003.  Mr. Pacheco has been 
manager of strategic investments at Previ since December 2000, and prior to this time worked at Banco do 
Brasil S.A. since 1973. He has also served as a director of Valepar and a director of Litel, and has held an 
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e in 

74, he 
ustomer service manager. Mr. Oliveira 

also joined Previ in 1974, and since then, has served as member of the fiscal council, officer for 
deli

d 

nde do Norte - COSERN, CPFL Energia S.A., CPFL Geração de Energia S.A. and ENERCAN - 
Campos Novos Energia S.A. He received a degree on economics from Universidade Federal Fluminense – 

uate degree in finance from IBMEC/RJ. 

ined our Board of Directors in May 2005.  Mr. Pires is the chief of 
the Holding Management department at BNDES, the Brazilian development bank.  From 2003 to 2005, Mr. 
Pires was a consul nt at McKinsey & Company.  Mr. Pires is er of the Board of Direc

 Tele Norte Leste Participações S.A.  He received his degree in 
atólica do Rio de PUC-RJ, and his MBA  cum 
ol of Business. 

Renato da Cruz Gomes.  Mr. Gomes joined our Board of Directors in April 2001. Mr. Gomes has been 

years, namely Aracruz, Iochpe Maxion, Bahia Sul, Globo Cabo and Latasa.  He was also a member of the 
adv

 

Júnior.  Mr. Teixeira joined our Board of Directors in May 2003. In July 
esco S.A. Corretora de Títulos e Valores Mobiliários, where he served as an 

exec

A.  
VBC Participações S.A., VBC Energia S.A., Companhia 

Pau
g 

e 

 He received his degree in engineering from the University of Kyoto, Japan and an Advanced 
Management degree from Harvard University. 

Oscar Augusto de Camargo F d our Board of Directors in October 2003.  
He is currently a partner of CWA C  1999 to 2003, Mr. Camargo Filho served 

Chairman of the Board of Directors of MRS Logística.  From 1973 to 2003, he held various positions 
th CAEMI, including CEO and member of its Board of Directors.  From 1963 until 1973, he held a 

officer position in the fiscal council of Companhia Siderúrgica Belgo-Mineira.  He received his degre
economics from Faculdade de Ciências Econômicas - FCPE - Cândido Mendes/RJ, and post-graduate 
degrees in finance and business management from IBMEC/RJ. 

Arlindo Magno de Oliveira.  Mr. Oliveira joined our Board of Directors in April 2003.  Since 19
has served in a variety of positions at Banco do Brasil S.A. such as c

berations and executive officer for planning, and currently he serves as Previ’s deliberative board 
member.  From April to September 2002, Mr. Oliveira was the executive officer in charge of finance an
management at CEDAE – Companhia Estadual de Água e Esgoto.  He also acted as a director of several 
companies, including Companhia de Eletricidade do Estado da Bahia - COELBA, Companhia Energética 
do Rio Gra

UFF and his post-grad

Luciano Siani Pires.  Mr. Pires jo

ta  a memb tors of 
Suzano Bahia Sul Papel e Celulose S.A. and
engineering from Pontifícia Universidade C Janeiro – , summa
laude, from New York Unversity Stern Scho

an executive officer of Bradespar S.A. since 2000.  From 1976 through 2000, Mr. Gomes held a variety of 
positions within BNDES and has participated on the boards of directors of many companies, in the last 15 

isory board of Fator Sinergia - Fundo de Investimento de Valores Mobiliários em Ações and the 
investment committee of Bradesco Templeton Value and Liquidity Fund.  Mr. Gomes has been an 
executive officer of Valepar since April 2001 and is an alternate member of Valepar’s Board of Directors.  
He received his degree in engineering from Universidade Federal do Estado do Rio de Janeiro – UFRJ, and
his post-graduate degree in management development from SDE. 

Mário da Silveira Teixeira 
1971, Mr. Teixeira joined Brad

utive officer from March 1983 to January 1984, when he was appointed as head department officer of 
Banco Bradesco S.A.  In 1992 he became managing officer, in 1998 vice-president and from March 1999 
until July 2001 he was a member of the Board of Directors.  From July 2001 to March 2002, Mr. Teixeira 
was CEO of Bradespar and, in March 2002, he returned to the Board of Directors of Banco Bradesco S.
In addition, he is a director of Valepar S.A., 

lista de Força e Luz — CPFL, CPFL Energia S.A., CPFL Geração de Energia S.A., Companhia 
Piratininga de Força e Luz, Vice-chairman of the Board of Directors of Banco Bradesco S.A., non-votin
member of the Managing Board of Banco Espírito Santo S.A., located in Lisbon, Portugal, and Vice-
chairman of the Board of Directors of BES Investimento do Brasil S.A. – Banco de Investimento. He also 
served as Vice-President of ANBID – Associação Nacional dos Bancos de Investimento, member of th
Management Board of ABRASCA – Associação Brasileira das Companhias Abertas, and director of 
Companhia Siderúrgica Nacional - CSN, Latasa S.A., Globo Cabo S.A., São Paulo Alpargatas S.A and  
Tigre S.A. Tubos e Conexões. Mr. Teixeira received a degree in civil engineering and business 
administration from Mackenzie Presbyterian University, São Paulo.  

Hiroshi Tada.  Mr. Tada joined our Board of Directors in April 2005.  Since 1968, Mr. Tada has 
served in a variety of positions at Mitsui & Co. Ltd., or Mitsui, where he is currently the Executive Vice 
President. 

ilho.  Mr. Camargo Filho joine
onsultoria Empresarial.  From

as 
wi
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nco do Brasil S.A., Comitê de Ética da Associação 
dos Analistas e Profissionais de Investimento do Mercado de Capitais (APIMEC), and the development 

f Pontifícia Universidade Católica do Rio de Janeiro (PUC/RJ).  He started his career at Banco 
Nacional do Desenvolvimento Econômico e Social - BNDES, where he held a variety of positions, 

entities namely Solpart Participações S.A., Aracruz Celulose S.A., Pisa Papel de Imprensa S.A., Fundação 
de Assistência e Previdência So NDES -FAPES and Rio de Janeiro Stock Exchange – BVRJ.  M . 
Costa e Silv  served as P e CVM and of the Counc urities Regulators of the 

 Com da M OMOC and the Supplemental Pension
the e ve co rganization of Securities 
. Cos ilva da 

rsidad Estad is MBA degree from 
 Fed  Rio

im P  Mr.  Directors in April 2005. Si  
1983 he has held several positions with us and currently he serves as a specialized train conductor and 

ring from CEFET, Rio de Janeiro, and is currently pursuing a law degree at Faculdade 
São Luiz. 

Director

Val

variety of positions within Motores Perkins S.A., including commercial officer and sales and services
manager.  He received his law degree from Faculdade de Direito at the Universidade de São Paulo. 

Francisco Augusto da Costa e Silva.  Mr. Costa e Silva joined our Board of Directors in April 2005.  
He is also a partner of Bocater, Camargo, Costa e Silva - Advogados Associados, a law firm in Rio de 
Janeiro. Mr. Costa e Silva also serves as a director of Ba

committee o

including executive officer.  Previously, he served on the Board of Directors of several companies and 

cial do B
resident of th

r
a also il of Sec

Americas – COSRA, joined issão oeda e do Crédito - C  
Plan Council and served on xecuti mmittee of the International O
Commissions – IOSCO.  Mr ta e S received his law degree from Universidade do Estado 
Guanabara, currently Unive e do o do Rio de Janeiro – UERJ, and h
COPPEAD, at Universidade eral do  de Janeiro – UFRJ. 

Eduardo Fernando Jard into. Jardim Pinto joined our Board of nce

President of STEFEM, the railroad employees union in the State of Maranhão.  He received his degree in 
electronic enginee

s of Vale Overseas  

e Overseas’ directors are as follows:   

 Position Age 
Fab
Fern
Bern
Leo

 

Mr. ale 
Overseas

administrative director of FCA.  Prior to 
that he 
an e  

 

 

has a post-

io de Oliveira Barbosa .................................................... Director 45 
ando Ramos Nóbrega .................................................... Director 47 
ardeth Vieira de Souza.................................................. Director 54 

nardo Moretzsohn de Andrade....................................... Director 48 

Barbosa also serves as Vale Overseas’ principal executive officer and Mr. Moretzsohn also serves as V
’ principal financial officer.  Mr. Barbosa’s experience is summarized below under ―Executive Officers.   

Fernando Ramos Nóbrega.  Mr. Nóbrega serves as the general manager – Development of New 
Ventures.  From 1999 to 2005, he served as the general manager – Finance of CVRD.  He has been a board 
member at Itabrasco, Nibrasco, Hispanobras and Kobrasco since 1998 and a board member at GIIC since 
2003.  During the year 2000, Mr. Nóbrega was the financial and 

held a variety of positions at CVRD and Rio Doce America, Inc., New York.  Mr. Nóbrega obtained 
ngineering degree from Universidade Federal do Rio de Janeiro (UFRJ) and an Executive MBA from

New York University in 1997. 

Bernardeth Vieira de Souza.  Mrs. Vieira de Souza is the general manager – Treasury for CVRD.  Mrs. 
Vieira de Souza obtained an Accounting and Business Administration degree from Universidade do Estado
do Rio de Janeiro - UERJ and a masters degree in Management and Administration of Cash Flow from 
Fundação Getúlio Vargas (FGV-RJ). 

Leonardo Moretzsohn de Andrade.  Mr. Moretzsohn joined Vale Overseas’s Board of Directors in 
March 2005. Mr. Moretzsohn joined CVRD in 1983, and since then has held several positions within 
CVRD.  Currently he is the CVRD’s internal controls head officer.  He is also a member of the Board of
Directors of Valesul, the president of the board of trustees of Valia and a member of the Financial and 
Operational Committee of CSI.  From 1998 until 2001, he worked at RDI as manager in the pulp 
department, and during that period he was also a member of BENECEL – BENELUX Pulp and Paper 
Agents Association.  He received his degree in economics from Universidade de Brasilia and 
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grad om 

The  de 
Janeiro, 

 

EXECUTIVE OFFICERS  

Overview 

The
impleme a 
minimum  for 
two-year
must be old 
additiona

Executive Officers 

The

uate degree in engineering projects from COPPE/UFRJ and an MBA in Company Management fr
FGV. 

business address of the Vale Overseas directors is Avenida Graça Aranha, 26, 17th floor, 20030-900 Rio
RJ, Brazil. 

 executive officers are our legal representatives and are responsible for day-to-day operations and the 
ntation of the general policies and guidelines set forth by the Board of Directors.  Our bylaws provide for 
 of six and a maximum of nine executive officers.  The Board of Directors appoints executive officers

 terms and may remove them at any time.  According to the Brazilian Corporate Law, executive officers 
Brazilian residents.  The executive officers hold regularly scheduled meetings on a weekly basis and h
l meetings when called by any executive officer.   

 table below lists our current executive officers.  The term of each of our executive officers expires in 2007. 

 
Year of 

Appointment 
 

Position 
 

Age 
Rog  
Fab
Jos
Mu .................... 2005 Executive Officer (Holdings, Energy and Business Development) 52 
José Auto Lancaster Oliveira ............. 2004 Executive Officer (Non-Ferrous Minerals) 59 
Guilherm
Gab
Car
Tito

 
We 

current e

e 
r 

 in 
 

elli is the President of the China-Brazil Business Council and a member of the 
boar

er Agnelli ..................................... 2001 Chief Executive Officer 47
io de Oliveira Barbosa.................. 2002 Chief Financial Officer 45 
é Carlos Martins ............................ 2005 Executive Officer (Ferrous Minerals) 56 
rilo Ferreira ...............

e Rodolfo Laager................. 2001 Executive Officer (Logistics) 49 
riel Stoliar .................................... 1997 Executive Officer (Planning and Control) 52 
la Grasso ....................................... 2001 Executive Officer (Human Resources and Corporate Services) 44 
 Botelho Martins .......................... 2006 Executive Officer (Corporate Affairs) 43 

have summarized below the experience, areas of expertise, and principal outside business interests of our 
xecutive officers. 

Roger Agnelli.  Mr. Agnelli was appointed CEO and President of CVRD in July 2001. Prior to his 
appointment, he was the Chairman of the Board of Directors of CVRD from May 2000 until July 2001.  
Mr. Agnelli developed his professional career at the Bradesco financial group from 1981 to 2001, where h
reached the position of executive director of Banco Bradesco in 1998, remaining in that office until the yea
2000; he was also President and CEO of Bradespar from March 2000 to July 2001.  Due to his activities
the areas of investment, mergers and acquisitions, and asset management, he was a member of the board of
directors of several major companies in Brazil, such as Companhia Paulista de Força e Luz, Companhia 
Siderúrgica Nacional, Latas de Alumínio S.A. – LATASA, VBC Energia, Brasmotor, Mahle Metal Leve, 
Rio Grande Energia and Serra da Mesa Energia.  Mr. Agnelli also was a director of UGB Participações and 
Vice-President of ANBID – Brazil’s National Association of Investment Banks. He is a member of the 
Economic and Social Development Council (CDES), an advisory body to the President of Brazil, and a 
member of the International Investments Council, formed to advise the President of South Africa, Dr. 
Thabo Mbeki.  Mr. Agn

d of directors of Asea Brown Boveri (ABB), Duke Energy Corporation and Suzano Petroquímica S.A..  
He recently became a member of the International Advisory Committee of the New York Stock Exchange 
(NYSE), a member of the board of directors of Petrobras – Petróleo Brasileiro S.A. and was invited to join 
the International Advisory Council of Brookings Institution.  Mr. Agnelli has a degree in economics from 
the Fundação Armando Álvares Penteado, in São Paulo, Brazil. 

Fabio de Oliveira Barbosa.  Mr. Barbosa was appointed as our chief financial officer in May 2002.  
Until May 2006, he was the Chairman of the Board of Directors of CAEMI.  Prior to that, Mr. Barbosa 
served as a member of our Board of Directors from April 2000 to March 2002.  Previously, he served as 
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o served as 

elecomunicações de São Paulo.  Prior to joining us, Mr. Barbosa has served as secretary of the 
National Treasury at the Ministry of Finance since July 1999, after serving as assistant secretary in the 
prev

 

he 
 

 Carlos Martins.  Mr. Martins was appointed as an executive officer of our ferrous minerals 
divi on in April 2005, and he was originally appointed as an executive officer of holdings, energy and 
busi development in April 2004.  He has over 30 years of experience in the metals industry.  He was an 
officer and president of Aços Villares fro ief managing officer of the steel area at 
CSN, from 1997 to 1999.  In 1999, M ent of Latasa, one of the largest aluminum 

 

 and has vast experience in several areas of 

orte do Brasil S.A.  Mr. Ferreira has a B.A. degree from 

a 
 
h 

il, with a degree in Geology 

 

- 

ional division responsible for the areas of 
er of BNDESPAR.  He was appointed by 

BNDESPAR in 1988 as manager of operations in the area of capital, electronic and cons  In 
1982, he was promoted to manager of BNDES for the project area of FINSOCIAL.  In 1 hired 

iar began hi er as a 
elopment o eration 

chairman of the Board of Directors of BANESPA – Banco do Estado de São Paulo S.A., and als
a board member of the following companies: Banco do Brasil S.A., Caixa Econômica Federal, CST and 
TELESP—T

ious four years.  From 1992 to 1995, he served as adviser to the Executive Board of the World Bank, in 
Washington D.C.  From 1990 to 1992, he was Deputy and Head of the Fiscal Policy Unit at the Ministry of
Economy and Finance.  From 1988 to 1990, he was economic advisor and head of the Economic Analysis 
Unit, both at the Ministry of Planning.  Prior to that time, Mr. Barbosa held a variety of positions at the 
Ministry of Industry and Commerce, the Paraná State Development Institute, the Ministry of Labor and t
Institute for Applied Economic Research. He has a B.A. degree in Economics from Universidade Federal
de Minas Gerais and a M.A. (abd) in Economics from the Universidade de Brasília (UnB). 

José
si
ness 

m 1986 to 1996 and ch
r. Martins became Presid

can producers in Latin America.  Upon the purchase of Latasa by Rexam, a United Kingdom company, in 
2003, he became president and CEO of Rexam’s South American beverage can division, Rexam Beverage
Can South America.  Mr. Martins has a B.A. degree in Economics from Pontifícia Universidade Católica 
de São Paulo. 

Murilo Ferreira.  Mr. Ferreira was appointed as an executive officer of our holdings, energy and 
business development areas in April 2005.  He joined us in 1977
CVRD, particularly Aluminum and Ferroalloys, and in 1998 he was appointed executive officer of 
commerce and finance at Vale do Rio Doce Alumínio S.A. – ALUVALE, a holding company of CVRD 
that was merged into CVRD in December 2003.  Mr. Ferreira was the CEO of ALBRAS – Alumínio 
Brasileiro S.A.  Aside from being the Director of the Department of Aluminum since December 2003, Mr. 
Ferreira is also a member of the Board of Directors of MRN - Mineração Rio do Norte S.A., Valesul 
Alumínio S.A. and ALUNORTE – Alumina do N
Escola de Administração de Empresas, Fundação Getulio Vargas (FGV), and an MBA from EBAP-FGV. 

José Auto Lancaster Oliveira.  Mr. Oliveira was appointed as an executive officer of our non-ferrous 
minerals division in September 2004.  He is also a member of the Board of Directors of Canico Resources 
Corp. and an officer of Compañia Minera Andino Brasileira Ltd., Compañia Minera Latino American
Ltda., Tethys Mining LLC and Vale do Rio Doce Kaolin S.A. - Valekao.  Previously, Mr. Oliveira served
as CEO of Mineração Serra do Sossego S.A., and exploration manager of the Brazilian subsidiary of Britis
Petroleum. He graduated from the Federal University of Minas Gerais, Braz
and holds a Ph.D in Economic Geology by Mackay School of Mines, from the University of Nevada, Reno 
(United States). 

Guilherme Rodolfo Laager.  Mr. Laager was appointed as an executive officer of our logistics division
in September 2001.  Mr. Laager served as logistics, procurement and technology information director for 
Companhia de Bebidas das Américas – AMBEV from 1989 until August 2000.  From 1982 until 1988, Mr. 
Laager worked for Andersen Consulting and, from 1979 until 1981, for IESA, International de Engenharia 
S.A.  Mr. Laager has a B.S. degree in civil engineering from the Universidade Federal do Rio de Janeiro 
UFRJ and obtained an MBA from COPPEAD, also at UFRJ.  

Gabriel Stoliar.  Since October 2001, Mr. Stoliar has served as the chief planning and control officer 
of CVRD.  In September 1997, he was originally appointed as an executive officer of the Corporate Center.  
He is also director of Usiminas and PPSA.  In 1994, he was appointed director of BNDESPAR.  In 1991, 
Mr. Stoliar assumed the position of superintendent of the operat
mining, metallurgy, chemicals, petrochemicals, pulp and pap

umer goods. 
978, he was 

by BNDES as an analyst in the area of pulp, paper and petrochemicals.  Mr. Stol s care
business organization analyst at the Institute of Economic and Management Dev f the Fed
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 Universida deral do 
eiro - UFRJ, a post-graduate degree in production engineering and an MBA from PDG/EXE-

Carla Grasso.  Ms. Grasso was appointed as an executive officer of the human resources and corporate 
er 2001, Ms. Grasso served as the personnel, 

fore joining CVRD, she acted as secretary of 
the Brazilian supplementary social security office, from January 1994 to November 1997  the 
Ministry of Social Security, from December 1992 to December 1993; as deputy coordin policy 

and coordi e 
h 1990 to O r 1992; as 
s advisor to residency 
ary to Novem er 1988.  In 

officer of Fundação Vale do Rio Doce de Habitação e 
 both a B.A. degree in Economics and an M.A. in Economics 

n 
ined CVRD in 1985 and has broad experience in corporate finance issues.  He 

was C  

of Industries of Rio de Janeiro.  Mr. Stoliar obtained an engineering degree from de Fe
Rio de Jan
SDE in Rio de Janeiro. 

services area in October 2001.  From December 1997 to Octob
management and IT officer to CVRD’s Corporate Centre.  Be

; as advisor to
ator of fiscal 

nator of that the Ministry of Finance, from October to December 1992; as finance advisor 
Macroeconomics and Social areas of the Brazilian Presidency office, from Marc ctobe
advisor to the Ministry of Planning, from November 1988 to March 1990; and a  the P
of Sebrae – Se
1997, she was

rviço Brasileiro de Apoio à Pequena e Média Empresa, from Janu b
 appointed as an executive 

al.  Ms. Grasso hasDesenvolvimento Soci
from UnB. 

Tito Botelho Martins.  Mr. Martins was appointed as CVRD’s executive officer for corporate affairs i
April 2006.  Mr. Martins jo

VRD’s head officer of the Corporate Finance department and also chief financial officer of FCA
between August 1999 and September 2003.  Mr. Martins has worked in a variety of positions in companies 
affiliated with CVRD, such as FCA, Samarco, Ferroban, Açominas, Gulf Industrial Investment 
Corporation, Itabrasco and Hispanobrás.  Since October 2003, Mr. Martins has been the chief executive 
officer of CAEMI and of MBR.  Mr. Martins has a graduate degree in economics from the Universidade 
Federal de Minas Gerais and has conducted post-graduate studies at several institutions in Brazil and 
abroad. 
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rporate Law, corporations may have a fiscal council, a corporate body which members 
are elected by shareholders and are independent of our management and external auditors.  The primary 
resp

o five members.  In addition, CVRD’s by-laws have empowered our fiscal 
council to take responsibility for additional matters as described below. 

In c
2005, w
on the ex
amendm
that Mr. 

 and 
treatmen
confiden oard of 
Director
approvin
external  to the independent auditors and to resolve 
disagreements between management and the auditors regarding financial reporting. 

The  law.  
A memb
advisory
unless c
sharehol
or (iii) be a spouse or relative within the third degree by affinity or consanguinity of an officer or director of CVRD. 

n A
respectiv
fiscal co
the comm
terms of  

The

First Year of  

FISCAL COUNCIL  

Under the Brazilian Co

onsibility of the fiscal council under the Brazilian Corporate Law is to monitor management’s activities and 
review the financial statements, reporting its findings to the shareholders.  We have established a permanent fiscal 
council, which may have from three t

ompliance with the listed company audit committee rules of the NYSE and the SEC, effective July 31, 
e have designated and empowered our fiscal council to perform the role of the audit committee in reliance 
emption set forth in Exchange Act Rule 10A-3(c)(3).  This measure was undertaken pursuant to an 
ent to our by-laws approved by the shareholders on July 19, 2005.  Our Board of Directors has determined 
Aníbal Moreira dos Santos is a financial expert. 

Under our by-laws, our Fiscal Council is responsible for establishing procedures for the receipt, retention
t of any complaints related to accounting, controls and audit issues, as well as procedures for the 
tial, anonymous submission of concerns regarding such matters; recommending and assisting our B
s in the appointment, establishment of compensation and dismissal of the independent auditors; pre-
g the services to be rendered by our independent auditors; and overseeing the work performed by the 

 auditors, with powers to suspend the payment of compensation

 members of our Fiscal Council must meet applicable eligibility requirements under Brazilian corporate
er of our Fiscal Council cannot (i) hold office as a member of the Board of Directors, fiscal council or 
 committee of any company that competes with CVRD or otherwise has conflicting interests with CVRD, 
ompliance with this requirement is expressly waived by a decision taken by the shareholders in a 
ders’ meeting, (ii) be an employee or member of the management of CVRD or its subsidiaries and affiliates, 

O pril 27, 2006, the shareholders elected or re-elected the current members of the Fiscal Council and their 
e alternates.  Holders of preferred class A shares, including the golden shares, may elect one member of the 

uncil and the respective alternate.  Non-controlling holders of common shares comprising at least 10% of 
on shares outstanding may also elect one member of the fiscal council and the respective alternate.  The 

 the members of the fiscal council expire at the next annual shareholders’ meeting following their election. 

 table below lists the current members of the fiscal council.   

 Appointment 
Bernard Appy (1)......................................................................................................................................... 2006 

é Bernardo de Medeiros Neto (2)..........................................................................................................Jos . 2005 
rcelo Amaral Moraes (2) .......................................................................................................................Ma . 2004 
íbal Moreira dos Santos (2) ...................................................................................................................An . 2005 

 
__________ 
ppointed by the preferred shareholders. 

 
____
(1) A
(2) Appointed by Valepar. 
 

The table below lists the alternate members of the fiscal council. 

 
First Year of  
Appointment 

Tarcísio José Massote de Godoy (1) ........................................................................................................... 2004 
Marcos Coimbra (2) .................................................................................................................................... 2006 
Oswaldo Mário Pêgo de Amorim Azevedo (2) .......................................................................................... 2004 
Vacant .......................................................................................................................................................... - 

______________ 
(1) Appointed by the preferred shareholders. 
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We have summarized below the experience, areas of expertise, and principal outside business interests of our 
embers of fiscal council. 

y 
for 

tores 

José Bernardo de Medeiros Neto.  Since 2005, Mr. Medeiros Neto has served as a member of fiscal 
council of CVRD.  He is currently the president of AFABB-RS, the association of former employees of 

 de 

in 

Marcelo Amaral Moraes.  Since 2004, Mr. Moraes has served as a member of fiscal council of CVRD.  
s 

mber 
of the board of directors of CVRD.  Mr. Moraes has a B.A. in Economics from Universidade Federal do 

ro – UFRJ, and a MBA from COPPEAD, also at UFRJ. 

, from 1998 to 2003, when he retired.  From 1983 to 2003, he was chief accounting officer of 
CAEMI.  From 1999 to 2003, he was a member of the fiscal council of CADAM S.A., and he was an 

er of the Board of Directors of MBR and Empreendimentos Brasileiros de Mineração S.A. 
from 1998 to 2003.  Mr. Santos is an accountant with a degree from Escola Técnica de Comércio da 

(2) Appointed by Valepar. 

current m

Bernard Appy.  Mr. Appy was elected as a member of the fiscal council of CVRD in April 2006.  
Since April 2006 he holds the office of Secretary of the Ministry of Finance of Brazil, which he previousl
held from January 2003 to May 2005.  From May 2005 to March 2006, he held the position of Secretary 
Economic Policies at the Ministry of Finance of Brazil.  Since 1997, Mr. Appy is a member of faculty of 
the Economics Department of the School of Business, Economics and Accounting of Pontifícia 
Universidade Católica de São Paulo – PUC-SP.  From 1995 to 2002, he was a partner of LCA Consul
Ltda., a consulting firm in economics.  Mr. Appy received a B.A. in Economics from the Universidade de 
São Paulo – USP, and concluded M.A. classes in Economics at Universidade Estadual de Campinas –
UNICAMP. 

Banco do Brasil S.A., and president of the fiscal council of Previ.  From 1980 to 1982, he was the Chief 
Executive Officer of Banrisul Financeira S.A.  From 1975 to 1980, he was Vice-President of Banco
Desenvolvimento do Estado do Rio Grande do Sul – BADESUL.  He is a former employee of Banco do 
Brasil S.A., where he worked in various positions from 1957 to 1974.  Mr. Medeiros Neto has a degree 
Law from Universidade Federal do Rio Grande do Sul. 

He is an investment manager of Bradespar S.A. since 2000.  From 1995 to 2000, he worked in the merger
and acquisitions and capital markets departments of Banco Bozano, Simonsen.  In 2004, he was an 
alternate member of the board of directors of Net Serviços S.A., and in 2003, he was an alternate me

Rio de Janei

Aníbal Moreira dos Santos.  Since 2005, Mr. Santos has served as a member of fiscal council of 
CVRD.  He was an executive officer of Caemi Canada Inc., Caemi Canada Investments Inc., CMM 
Overseas, Ltd., Caemi International Holdings BV and Caemi International Investments NV, subsidiaries of 
CAEMI

alternate memb

Fundação Getúlio Vargas. 
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ADVISORY COMMITTEES 

Adv

 are 

• The Executive Development Committee is responsible for reporting on general human resources policies; 
ending compensation levels for our executive officers; establishing guidelines for evaluating the 

performance of our executive officers; and reporting on policies relating to corporate responsibility, such as 

o 

f 
the strategy committee are: Roger Agnelli, Gabriel Stoliar, Sérgio Ricardo da Silva Rosa, Oscar Augusto de 
Camargo Filho, Demian Fiocca and Mario da Silva Teixeira. 

Committee is responsible for recommending the appointment of the employee responsible 
nal auditing of the company to the Board of Directors; reporting on the policies and the company’s 

; 
s 

nting committee is a member of the 
Board of Directors. 

• The Governance and Sustainability Committee is responsible for evaluating our corporate governance 
practices and the workings of the Board of Directors, and recommending improvements to the code of 
ethics and our system of management in order to avoid conflicts of interests between the company and its 
shareholders or administrators; and issuing reports on potential conflicts of interest between the company 
and its shareholders or administrators.  The members of the governance and sustainability committee are: 
Renato da Cruz Gomes, Ricardo Carvalho Giambroni and Ricardo Simonsen. 

Significant Corporate Governance Differences 

Pursuant to Section 303A.11 of the New York Stock Exchange Listed Company manual, we have prepared a 
chart summarizing the ways in which our corporate governance practices differ from those of U.S. domestic 
companies under the New York Stock Exchange’s corporate governance rules.  This chart can be accessed on our 
web site at http://www.cvrd.com.br/cvrd_us/media/0311NYSEDifferencesChartRevisedi.pdf. 

isory Committees  

Our bylaws establish five technical and advisory committees to the Board of Directors, as follows:  Executive 
Development, Strategy, Finance, Accounting, and Governance and Sustainability.  Not all committee members
members of the Board of Directors. 

recomm

the environment, health, safety and social responsibility of the company submitted by the executive 
officers.  The members of the executive development committee are:  João Moisés de Oliveira, Arlind
Magno de Oliveira, Olga Loffredi and Oscar Augusto de Camargo Filho. 

• The Strategy Committee is responsible for reviewing and making recommendations to the Board of 
Directors concerning the strategic guidelines and strategic plan submitted annually to the board by our 
executive officers; the company’s annual and multi-annual investment budgets; investment and/or 
divestiture opportunities submitted by executive officers; and mergers and acquisitions.  The members o

• The Finance Committee is responsible for reviewing and making recommendations to the Board of 
Directors concerning: the financial policies and the internal financial control systems of the company; 
compatibility between the level of distributions to shareholders and the parameters established in the annual 
budget; and consistency with the general policy on dividends and the capital structure of the company.  The 
members of the finance committee are:  Fabio de Oliveira Barbosa, Rômulo de Mello Dias, Ivan Luiz 
Modesto Schara and Wanderlei Viçoso Fagundes.  

• The Accounting 
for inter
annual auditing plan submitted by the employee responsible for internal auditing, and on its execution
tracking the results of the company’s internal auditing, and identifying, prioritizing, and submitting action
to be accompanied by the executive officers; and analyzing the annual report, as well as the financial 
statements of the company and making recommendations to the Board of Directors.  The members of the 
accounting committee are: Inácio Clemente da Silva, Antonio José de Figueiredo Ferreira and Paulo 
Roberto Ferreira de Medeiros.  None of the members of our accou
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N OF DIRECTORS, EXECUTIVE OFFICERS, FISCAL COUNCIL MEMBERS AND 
ADVISORY COMMITTEES 

General 

Under our bylaws, our shareholders are responsible for establishing the aggregate compensation we pay to the 
mem  

cer 
butes, experience 

and skills of our directors and executive officers to the recent performance of our operations.  Once aggregate 
rs are then responsible for distributing such 

aggregate compensation in compliance with our bylaws among the directors and executive officers, in the latter 
case, at the recommendation of the Chief E  development committee of our Board of 
Directors makes recommendations to the board concerning the annual aggregate compensation of the executive 

 addition to fixed compensation, our executive officers are also eligible for bonuses and incentive 
payments.   

aggregate (including fixed and variable remuneration and benefits in kind granted) to the members of our Board of 
Directors for services in all capacities.  For the year ended December 31, 20 embers
office al or other interests in transactions involving us, ther than in his or her capacity as a board 
memb

As  our direct nd executive officers, was 
41,16  preferred class A shares owned by our directors and executive officers, was 231,889.  
None t or mo y class of our shares. 

Fisca

e monthly amount we paid to each of the members of the fiscal council was US$4.5 thousand to 
each ember, excluding benefits.  We paid an aggregate of US$128.7 thousand to members of the fiscal council in 
200
their fun

Advisor es 

the mem ed for travel expenses related to the performance of their 
func

EMPLOYEES 

General 

The table below sets forth the number of our employees by category as of the dates indicated. 

 At December 31, 

COMPENSATIO

bers of our Board of Directors and our executive officers.  Our shareholders determine this annual aggregate
compensation at the general shareholders’ meeting each year.  In order to establish aggregate director and offi
compensation, our shareholders usually take into account various factors, which range from attri

compensation is established, the members of our Board of Directo

xecutive Officer.  The executive

officers.  In

For the year ended December 31, 2005, we paid approximately US$14.1 million in aggregate (including fixed 
and variable remuneration and benefits in kind granted) to the executive officers and US$477.1 thousand in 

05, no board m  or executive 
rs had any financi o
er or executive officer. 

of April 30, 2006, the total number of common shares owned by ors a
1, and the total number of
 of our directors or executive officers beneficially owns one percen re of an

l Council 

During 2005, th
 m

5.  In addition, the members of the fiscal council are reimbursed for travel expenses related to the performance of 
ctions. 

y Committe

We paid an aggregate of US$106.2 thousand to members of CVRD’s advisory committees in 2005.  In addition, 
bers of CVRD’s advisory committees are reimburs

tions. 

 2003 2004 2005 
Ferrous Minerals........................................................................ 13,107 14,845 17,858 
Logistics..................................................................................... 8,820 10,001 11,269 
Non-Ferrous Minerals ............................................................... 1,332 1,957 2,307 
Aluminum, Steel and Business Development........................... 2,149 2,328 4,400 
Administrative ........................................................................... 5,563 2,915 2,726 

Total .................................................................................. 30,971 32,046 38,560 
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Wa

erally established on a company-by-company basis.  
CVRD establishes its annual wage and benefits programs in July of each year following negotiations with its unions.  
In July 2005, CVRD reached an agreement with the unions for a 6.5 nd main  
benefits, which is valid until June 2006.  The provisions of CVRD g agr
union o CVRD’s non-union employees.  CVRD has ever suffered any materi  economic loss as a 
result of l

Pension P

Empl  to part sion plans manag
Fundação Vale ia”).  S  CVRD, Valia is a
non ministrative autonomy.  Substantially all of the 
participants in plans sponsored by Valia are participants in a “new plan” Valia implemented in May 2000.  The new 
plan
Vali s nd 
soci
number an to the new plan when it was established in May 
200  

E nd its subsidiaries, MBR and CADAM, and employees of Alunorte participat  in 
different p suppl nsion plan that is pri  a 
defined co a S.A.  ad its origin in the so urity 
and pensi ia Socia sored by CAEMI and  The 
benefits g ment, d d death.  Benefits rela  
health care ubsidiaries to t ployees come to an d when 
the benefi oyees of CAD  and Alunorte are cov by 
pension plans 

Other

All 
overage for outpatient and in-hospital treatment, dental care and prescription drug costs.  Beneficiaries have free 

ges and Benefits 

Wages and benefits for CVRD and its subsidiaries are gen

% salary increase a
’s collective bargainin

tenance of current
eements with its 

s also apply t n al
abor strikes or stoppages. 

lans 

oyees of CVRD and most of its subsidiaries are eligible icipate in pen ed by 
 do Rio Doce de Seguridade Social-VALIA (“Val

entary social security plan with financial and ad
ponsored by  closed, 

profit, complem

 is primarily a defined contribution plan with a defined benefit feature relating to service prior to May 2000.  
a al o sponsors the “old plan” which is a defined benefit plan, with benefits based on years of service, salary a
al security benefits.  This plan covers retired participants and their beneficiaries, as well as a relatively small 

of employees that declined to transfer from the old pl
0.

mployees of CAEMI a e
ension plans.  CAEMI and MBR contribute to an open ementary pe

T
ncipally

ntribution, maintained by Bradesco Vida e Previdênci his plan h cial sec
on plan maintained by Fundação CAEMI de Previdênc l and spon

isability an
MBR. 

ranted by CAEMI and MBR include pensions for retire ted to
 and group life insurance provided by CAEMI and its s

ciary leaves the company, whether retired or not.  Empl
he em

AM
 en
ered 

managed by Bradesco Vida e Previdência. 

 Benefits 

CVRD employees and their dependants are entitled to supplementary medical assistance, which offers 
c
choice of care providers, with part of expenses being reimbursed.  Other important fringe benefits offered to 
employees are an annual amount for school materials, group life insurance, funeral assistance and reimbursement of 
nursery school costs for employees’ children up to the age of three years. 
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Employee Profit Sharing 

All s receive incentive compensation each year in an amount based on the performance of 
CVRD, the performance of the employee’s department and the employee’s individual performance.  Similar 
incentive

Item 7.  Major Shareholders and Related Party Transactions 

MAJOR SHAREHOLDERS 

Overvie

j  sets forth certain information regarding beneficial ownership of 
our comm pril 30, 2006, by each person we know to be the beneficial owner 
of m  

 Shares Owned 

Equity Ownership 

CVRD’s bylaws authorize us to establish stock option plans, but to date we have not done so. 

CVRD employee

 compensation arrangements are in place in other companies within the CVRD group. 

w 

Ma or CVRD Shareholders.  The table below
on and preferred class A shares as of A

ore than 5% of any class of our outstanding capital stock, and by all directors and executive officers as a group.  

Percent of Class 
C n Shares   
Valepar S.A(1)...........................................................................................................

ommo
. 392,147,133 53.3% 

DESPAR(2)......BN ..................................................................................................... 50,289,430 6.8 
Directors and executive officers as a group ............................................................... 41,161 * 

 

Dir

 
Preferred Class A Shares(3) 

 

ectors and executive officers as a group ............................................................... 231,889 * 

hares 
  

Golden S
 

Brazilian government ................................................................................................. 3 100.0 
   

______________ 
 
(1) See the table below for more information on Valepar’s shareholders.  Because each of the shareholders of Valepar has the right to veto 

the transfer by Valepar of any shares it holds in CVRD, each of the Valepar shareholders may be deemed a beneficial owner of the 
.  In general, a person who has or shares voting power or investment power with respect 
hose securities.  This does not imply that the person has the economic or other benefits 

of ownership. 

 
AR owns 364,333 preferred class A shares 

representing 0.1% of the outstanding preferred class A shares. 

 

entire Valepar stake under the rules of the SEC
to securities is treated as a beneficial owner of t

(2) Excludes common shares owned directly by Valepar, in which BNDESPAR has an ownership interest. 
(3) The Brazilian government (National Treasury) owns, through Fundo Garantidor das Parcerias Público-Privadas, 15,226,023 preferred 

class A shares representing 3.7% of the outstanding preferred class A shares, and BNDESP

(*) Represents less than 1% of the outstanding shares of the class.   
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le
of the co stock split approved by 
the Valepar annual shareholders’ meeting on April 28, 2006. 

Number of Valepar 

Va par Shareholders.  The tables below set forth information as of April 30, 2006 regarding share ownership 
mmon shares of Valepar S.A. and Litel Participações S.A, after giving effect to the 

 Common Shares Owned 
Percent of Valepar  

wned Common Shares O
V lepar S.A.   a

315,982,596 49.00% 
188,718 0.03 

136,796,982 21.21 
117,644,142 18.24 

............ 74,250,000 

Litel Participações S.A(1) ..................................................................
Eletron S.A. ........................................................................................
Bradespar S.A.  (2) .............................................................................
Mitsui & Co.  Ltd.. .............................................................................

BNDESPAR ........................................................................... 11.51 

Total........................................................................................... 644,862,438 100.00% 
___ __________ 
 

Litel owns 99,568,944 preferred Class B shares of Valepar, which represents 71.41% of the preferred shar

_

(1) es.  Litela, an affiliate of 
of the preferred shares. 

 Participações, Fundação Bradesco, NCF 
Participações S.A. and Nova Cidade de Deus Participações S.A. 

  

) ..................................................................... 53,388,025 19.38% 

Litel owns 39,862,884 preferred Class B shares of Valepar, which represents 28.59% 
(2) Bradespar is controlled by a control group consisting of Cidade de Deus – Cia. Comercial

 

 
Litel Participações S.A.   

BB Carteira Ativa 0(1) ...................................................................... 202,753,508 73.59% 
BB Carteira Ativa II(1
BB Renda Fixa IV(1).. ...................................................................... 19,371,990 7.03% 
Others ................................................................................................ 822 — 

Directors and Executive Officers as a group .................................... 4 — 

Total.......................................................................................... 275,514,349 100.00% 
___ __________ 
 

_

ings.  In 1997, we were privatized by the Brazilian government, which sold its 
votin -
own n 

cess, the Brazilian government and BNDES each sold 
39,393,919 shares, in the form of common shares or American Depositary Shares, which together represented 32.1% 
of our outstanding common shares.  C sidiary of BNDES, owns common 
shares representing approximately 7.1% of our outstanding common shares and 0.7% of our outstanding preferred 
class A shares.  The Brazilian government now owns approximately 3.7% of our outstanding preferred class A 
shares (not counting shares held by BNDESPAR), and three golden shares in us, which gives it veto powers over 
certa

change 
 

referred share was maintained.   

(1) Each of BB Carteira Ativa 0, BB Carteira Ativa II and BB Renda Fixa IV is a Brazilian investment fund.  BB Carteira Ativa 0 is 100% 
owned by Previ.  BB Carteira Ativa II is 59.36% owned by Funcef, 35.8% owned by Petros and 4.84% owned by Fundação Cesp.  BB 
Renda Fixa IV is 100% owned by Previ.  Each of Previ, Petros, Funcef and Fundação Cesp is a Brazilian pension fund. 

 
Brazilian Government Hold
g control to Valepar.  As part of the privatization process, the National Treasury and BNDES, the government

ed development bank, together retained 32% of our common shares and 4% of our preferred class A shares.  O
March 20, 2002, as the final step of the privatization pro

urrently, BNDESPAR, a wholly owned sub

in actions that we could propose to take.  For a detailed description of the veto powers granted to the Brazilian 
government by virtue of its ownership of the golden shares, see Item 10.  Additional Information—Common and 
Preferred Shares—General. 

Stock Splits.  Our shareholders approved a 3-for-1 stock split at an Extraordinary General Shareholders’ 
Meeting held on August 18, 2004.  On August 19, 2004, each of our shares listed on the São Paulo Stock Ex
(BOVESPA), both common (VALE3) and preferred (VALE5), was split into three shares.  In September 2004 each
ADR representing our common shares (RIO) or preferred shares (RIOPR) had a similar split.  As a result, the 
proportion of one ADR to one underlying common or p

In the annual general shareholders’ meeting on April 27, 2006, our shareholders approved a 2-for-1 stock split.  
Our ADRs will also split 2-for-1, to be effective on June 7, 2006. 
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ncipal shareholder is Valepar.  The shareholders of Valepar have entered into a shareholders’ agreement, 
ending in 2017.  This agreement: 

ew issue of 
Valepar shares; 

• prohibits the direct acquisition of CVRD shares by Valepar’s shareholders unless authorized by the other 
shareholders; 

• prohibits encumbrances on Valepar shares (other an in connection with financing our acquisition); 

ders to vote their indirectly held CVRD shares and to cause their 
epar 

to 

 CVRD is a party, as well as any change to CVRD’s 

 

Principal Shareholder 

Our pri

• grants rights of first refusal on any transfer of Valepar shares and preemptive rights on any n

th

• requires each party generally to retain control of its special purpose company holding its interest in shares 
of Valepar, unless the rights of first refusal mentioned above are observed; 

• allocates Valepar’s and our board seats; 

• provides for the maintenance by CVRD of a dividend policy requiring CVRD to distribute 50% of CVRD’s 
net profit for each fiscal year; 

• provides for the maintenance by CVRD of a capital structure that does not exceed specified debt to equity 
thresholds; 

• requires the Valepar sharehol
representatives on CVRD’s Board of Directors to vote only in accordance with decisions made at Val
pre-meetings held prior to meetings of CVRD’s Board of Directors or shareholders; and 

• establishes supermajority voting requirements for certain significant actions relating to Valepar or to us. 

Pursuant to the shareholders’ agreement, holders of at least 75% of the Valepar common shares must agree 
any of the following matters: 

• any amendment of CVRD’s bylaws; 

• any increase of CVRD’s capital stock by share subscription, creation of a new class of shares, change in the 
characteristics of the existing shares or any capital reduction of CVRD;  

• any issuance of any debentures of CVRD, whether convertible into shares of CVRD, participation 
certificates upon compensation, call options or any other security of CVRD;  

• any determination of issuance price for any new shares of capital stock or other security of CVRD;  

• any amalgamation, spin-off or merger to which
corporate form;  

• any dissolution, receivership, bankruptcy or any other voluntary act for financial reorganization or any 
suspension thereof;  

• the election and replacement of CVRD’s Board of Directors, including the chairman of the board, and any
officer of CVRD;  

• the disposal or acquisition of equity participation in any other company by CVRD, as well as the 
acquisition of any shares of capital stock of CVRD or Valepar; 

• the participation by CVRD in a group of companies or in a consortium of any kind;  
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ty;  

 the board;  

 
r subsidiaries;  

r any 

Am

RELATED PARTY TRANSACTIONS  

incipal shareholder.  The most 
signi cant of these are our sales of iron ore and pellets to CST, in which Previ holds interests, and to Usiminas, in 
whi both Previ and we hold interests.   We also have arm’s-length commercial relationships in the ordinary course 
of our business with Mitsui, a shareholder of Valepar. 

 
state  

azil, 

• the execution of distribution, investment, sales exportation, technology transfer, trademark license, patent 
exploration, license to use and lease agreements, to which CVRD will be a par

• the approval and amendment of CVRD’s business plan;  

• the determination of the compensation of the directors of CVRD, as well as the duties of

• any profit sharing among the administrators of CVRD;  

• the determination of the compensation of CVRD’s officers;  

• any change in the corporate purpose of CVRD;  

• the distribution or non-distribution of any dividends on any shares of capital stock of CVRD other than as 
provided in CVRD’s bylaws and any payment of interest on shareholders’ equity;  

• the appointment and replacement of CVRD’s independent auditor;  

• the creation of any “in rem” guarantee, granting of guarantees including rendering of sureties by CVRD
with respect to obligations of any third party, including any affiliates o

• the passing of any resolution on any matter which, pursuant to applicable law, entitles a shareholder to 
withdrawal rights; 

• the appointment and replacement by the Board of Directors of any representative of CVRD in subsidiaries, 
companies related to CVRD or other companies in which CVRD is entitled to appoint directors and 
officers; and 

• any change in the debt to equity threshold, as defined in the shareholders’ agreement.   

In addition, the shareholders’ agreement provides that any issuance of participation certificates by CVRD o
disposition of CVRD’s shares held by Valepar requires the unanimous consent of all of Valepar’s shareholders. 

erican Depositary Shares 

As of April 30, 2006, American Depositary Shares represented 27.3% of our outstanding common shares and 
49.6% of our outstanding preferred class A shares.   

 

At December 31, 2005, we had extended guarantees for borrowings obtained by affiliates and joint ventures in 
the amount of US$5 million, of which US$4 million is denominated in U.S. dollars and the remaining US$1 million 
in Brazilian currency.  See Note 18 to our consolidated financial statements. 

We have commercial relationships in the ordinary course of our business, on an arm’s-length basis, with a 
number of companies that are affiliated with shareholders of Valepar, our pr

fi
ch 

In addition, we have commercial relationships with Petrobras – Petróleo Brasileiro S.A. (Petrobras), a Brazilian
-owned oil company, in which our chief executive officer, Mr. Roger Agnelli, serves as a member of its board

of directors.  We lease a potash mine (Taquari-Vassouras mine) in Rosario do Catete, in the state of Sergipe, Br
from Petrobras, and we have an agreement with Petrobras, under which we operate the Inácio Barbosa maritime 
terminal for a period of ten years ending in December 2012.  We also have commercial relationships with Petrobras 
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LEGAL PROCEEDINGS 

 

We 
civil, ad ts to 
cover est  
continge t to cover probable losses in connection with such actions. 

e 
CADE, ew 
of acqui ed for nearly all of our acquisitions and joint ventures. 
The 

th our logistics business.  We intend to defend these claims vigorously, but we cannot 
predict their outcome.  If CADE were to find that we have engaged in anticompetitive conduct, it could order us to 
ceas

us 

i) 
o the Casa de Pedra iron ore mine and restructure our equity stake in 

MRS Logística or (ii) sell all our assets that were previously owned by Ferteco Mineração S.A., a company we 
acqu

n 

 
e filed a 

ion of our right to be 
indemnified for losses and damages incurred should we have to comply with the portion of the CADE decision 
rela tween 

ing the 
res retained by 

CAEMI in QCM in July 2005.  For more details, see Note 7(a) to our consolidated financial statements. 

laintiffs are 
challenging the price paid for the controlling block of CVRD, the lower court decisions were overruled by higher 
courts, which determined that the proceedings must be submitted back to o co
disco ase razilian rules of civil procedure, regarding the basi ing the min n 
the pr ation t to appeal ll defendants.  In the remaining 
cases hich o ng argued gher courts uphel

Distribuidora S.A.–BR, a subsidiary of Petrobras.  See Item 4. Information on the Company –Lines of Business – 
Non-Ferrous Minerals – Potash and Item 4. Information on the Company –Lines of Business – Logistics – Ports and 
Terminals. 

For information regarding investments in affiliated companies and joint ventures and for information regarding 
transactions with major related parties, see Notes 18 and 20 to our consolidated financial statements. 

Item 8.  Financial Information 

and our subsidiaries are defendants in numerous legal actions in the normal course of business, including 
ministrative, tax, social security and labor proceedings.  We have set aside or deposited in court amoun
imated contingency losses due to adverse legal judgments.  We believe that the provisions made against
nt losses are sufficien

W are currently involved in seven proceedings before the Conselho Administrativo de Defesa Econômica, or 
which is the primary Brazilian antitrust regulator.  Five of these proceedings involve post-transaction revi
sition or joint venture transactions, which is requir

other two proceedings are administrative proceedings alleging that we have engaged in illegal anticompetitive 
conduct in connection wi

e the conduct and/or to pay fines. 

CADE recently rendered its decision in connection with its post-transaction review of our acquisitions of 
Socoimex, Samitri, Ferteco, Belém and CAEMI, and the agreement to unwind the cross-shareholdings between 
and Companhia Siderúrgica Nacional, or CSN.  On August 10, 2005, CADE issued a decision approving these 
acquisitions, subject to certain conditions. Under the conditions set forth in CADE’s decision, we must either (
fully waive our preemptive rights relating t

ired in 2001 and consolidated in August 2003.  On the portion of the decision relating to the Casa de Pedra 
mine, the members of CADE were split 3 to 3 and the CADE president issued a tie-breaking vote against us.  We 
filed a writ of mandamus with the federal courts to challenge the procedural defects in that part of CADE’s decisio
related to the Casa de Pedra iron ore mine and requested an injunction to suspend the effects of the entire decision 
pending a decision on the writ of mandamus.  The injunction was granted on November 10, 2005 and confirmed, on 
a preliminary basis, by the Federal Circuit Court on December 19, 2005.  However, on February 2, 2006, the court 
issued an unfavorable decision on the writ of mandamus, which we are now appealing.  Pending our appeal of the 
Federal Circuit Court's decision, the injunction suspending the effects of the CADE decision will remain in force.  In
addition to the writ of mandamus and as a precautionary measure should we be unsuccessful in our case, w
lawsuit with the Federal Court in the Federal District on May 19, 2006, requesting a declarat

ting to the Casa de Pedra mine, and a determination of the indemnification amount prior to our choosing be
the sale of Ferteco and the Casa de Pedra/MRS option. 

The CAEMI acquisition was approved by the European Commission subject to certain conditions, includ
sale of the Quebec Cartier Mining Company (QCM).  We disposed of the class B preferred sha

Numerous lawsuits challenging the legality of the minimum auction price fixed in our 1997 privatization are 
still pending, including a number of class action lawsuits.  The lower courts issued favorable decisions in these 
lawsuits that were appealed by their respective plaintiffs.  In the end of 2005, in the cases in which p

the lower courts t
s for establish

ntinue with the 
imum price ivery ph under B

ivatiz  program.  Such higher court decisions are still subjec by a
, in w nly irregular features of the invitation to bid were bei , the hi d the 
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favorable decisio regate, these actions will adversely affect the 
outco  the p rse effect . 

We are a de ncession a ent through which we and 
certai r def te of Espí anto, Brazil.  The c h 
was f claim to b out merit. 

of Minas 
Gerais.  96, the municipality of Itabira alleges that our Itabira iron ore 
mini
degr omplex 

 t pe usted from 
he date of the claim, amount to approximately US$722 million.  We have requested the annulment of this action, as 
 represents no actual controversy.  In fact, on June 5, 2000, the local environmental authorities granted an operating 

license to our Itabira iron ore mining operations.  This license sets forth conditions regarding the environmental 
restoration of the degraded site and the performance of compensatory environmental programs.  Since then, we 
renewed the operating license and we intend to continue to comply with the conditions set out in the renewed 
operating license.  In the other action, the municipality of Itabira is claiming the right to be reimbursed for expenses 
it has incurred in connection with public services rendered as a consequence of our mining activities.  The damages 
sought, as adjusted from the date of the claim, amount to approximately US$836 million.  We believe that this 
action is without merit.  We are vigorously defending both pending lawsuits.   

We are currently a defendant in a series of administrative proceedings brought by DNPM, the most significant 
of which were brought against us in March 2006, alleging that we have failed to pay the full amount of CFEM due 
in respect of revenues generated by our iron ore and manganese activities.  We believe that the DNPM’s allegations 
are without merit and intend to vigorously contest them.  The aggregate amount claimed in the administrative 
proceedings is approximately US$1.3 billion.  If we are not successful in the administrative proceedings, we may be 
required to post judicial deposits of the amounts claimed in order to appeal any adverse decision.  We are also a 
defendant in a similar judicial proceeding brought by the Municipality of Mariana, alleging that we have failed to 
pay the full amount of CFEM due with respect to revenues generated by our pelletization activities.  We believe that 
the Municipality of Mariana's allegations in the case are without merit and intend to vigorously contest them.  We 
are also involved in litigation with the DNPM regarding the applicable percentage of revenues to be applied to 
calculate the CFEM due on potash.  Please see Item 4.  Information on the Company – Regulatory Matters – Mining. 

We are engaged in litigation with respect to certain aspects of recent tax regulation that requires earnings from 
foreign subsidiaries to be included in the determination of income taxes payable in Brazil.  We obtained an 
injunction in February 2003, suspending our obligation to pay amounts in dispute.  This injunction continues to be in 
effect by virtue of a pending appeal that we filed with the federal appellate courts on September 2005 against an 
unfavorable decision issued by lower federal courts on July 2005.  We have not recorded provisions for these taxes 
in our financial statements. 

In accordance with ANEEL Resolution No. 591, dated as of November 2003, ANEEL authorized LIGHT - 
Serviços de Eletricidade S.A. (“Light”) to charge consumidores livres or free consumers in the state of Rio de 
Janeiro, and among them Valesul, several additional fees included in the tariff for the use of the distribution system.  
In January 2004, Valesul commenced litigation contesting the legality of this charge.  In June 2004, Valesul 
obtained a favorable decision relieving it from the payment of such fees.  Light appealed from this decision and in 
September 2004, Light obtained a decision from the higher courts that overruled the decision of the lower courts, 
thereby forcing Valesul to resume making payments pending the resolution of the matter.  Valesul appealed to the 
Supreme Court (Superior Tribunal de Justiça), and is awaiting its decision. 

 

DIVIDENDS AND INTEREST ON SHAREHOLDERS’ EQUITY 

Under our dividend policy, our management proposes to our Board of Directors, no later than January 31 of 
each year, a minimum value per share, expressed in U.S. dollars that will be distributed in that year to our 
shareholders.  Dividends and/or interest on shareholders equity are determined in U.S. dollars, considering our 
expected free cash flow generation in the year of distribution.  The proposal establishes two semiannual installments 

ns.  We do not believe that, individually or in the agg
me of rivatization process or otherwise have a material adve on us

fendant in a public civil action seeking to annul the co greem
n othe endants operate the Praia Mole port terminal in the sta rito S ase, whic
irst filed in 1998, is still in its pre-trial stages and we believe the e with

We are currently a defendant in two separate actions brought by the municipality of Itabira, in the state 
In one of the actions, filed in August 19

ng operations have caused environmental and social damages and claims damages with respect to the 
cadation of the site of one of our mines, as well as the immediate restoration of the affected ecological 

he rformance of compensatory environmental programs in the region.  The damages sought, as adjand
t
it
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nd October of each year.  It is submitted to the Board of Directors in the meetings 
scheduled for the months of April and October.  Once approved, dividends and/or interest on shareholders equity are 
paid in reais, and converted at prevailing ex ss day before the board meetings in April 
and October of each year.  Management can also propose to the Board of Directors, depending on the evolution of 
our  

ers 

50 million was approved.  This installment was paid on April 28, 2006. 

Dividend distributions based on our dividend policy are subject to tw

• Our bylaws pres e t distrib ders in ends or
’ nn t e t l % r o d

un oar to ou ders ar
paym  the mandatory div he ing ye advis  light o
dition

 prin areho comm e dist n of a nd equ t least f the 
t inc ith res  each ear, e n 2005  it reco ded a nd 
qual 8% of et inco

n div distrib rovisi der Brazilian corpo w and laws, m 10.  
n. 

stribu ither in rm of nds or form rest on holder ity.  
Di t to erican itary S  to esident ers of shar
pre es, w be subj Brazil thhold , exce divide lared based on 
pro r to D er 31,  These nds w ject azilian olding  
var ution eholde ity to olders ding h  of Am  

epo bject to azilian w ing tax Item 10 Additio forma
 

quired to hold an annual shareholders’ meeting by April 30 of each year at which an annual 
ividend may be declared.  Additionally, our Board of Directors may declare interim dividends.  Under the Brazilian 

Corporate Law, dividends are generally requi  of record on a dividend declaration date 
within 60 days following the date the dividen areholders’ resolution sets forth another date 
of paym d.  

n 
 

 

ry receipts.  For more information on Brazilian tax policies regarding dividend 
distr —Brazilian Tax Considerations. 

shar fo ve 
not been o give effect to the split.  We have calculated U.S. dollar conversions using the commercial selling 
rate in effect on the date of payment.  We stated amounts gross of any applicable withholding tax.   

to be paid in the months of April a

change rates on the last busine

cash flow performance, a further payment to shareholders of an additional amount per share over and above the
minimum dividend initially established.  For 2006, our management has proposed to the Board of Directors a 
minimum dividend of US$1.3 billion.  Our normal practice is to pay the same dividend or interest on sharehold
equity on both common and preferred class A shares.  On April 12, 2006, the first installment of this dividend 
representing US$6

o constraints: 

orm of cribe that w  mus ute to our sharehol  the f divid  interest on 
shareholders equity an a

 div
ual amoun
less

qual to no
d o

ess than 25
rs ad

 of the dist
r sh

ibutable am
 at

unt, referre
ehol

 as 
the mandatory idend,  the B f Direc vises arehol  our sh ders’ 
meeting that ent of idend for t preced ar is in able in f our 
financial con . 

• Valepar, our cipal sh lder, re ends th ributio divide al to a 50% o
amount of ne ome w pect to fiscal y xcept i  when mmen divide
distribution e to 43.6  our n me. 

For a discussion o idend ution p ons un rate la  our by  see Ite
Additional Informatio

We may make di tions e  the fo  divide  in the of inte  share s’ equ
vidends with respec the Am  Depos hares, and  non-r  hold common es or 
ferred class A shar ill not ect to ian wi ing tax pt for nds dec
fits generated prio ecemb

s
 . 
o
1995  divide ill be sub to Br  withh tax at

ying rates.  Distrib
sitary receipts, are currently su

 of interest n shar
 Br

rs’ equ
ithhold

 shareh
.  See 

, inclu
.  

olders
nal In

erican
tion—d

Taxation—Brazilian Tax Considerations.

By law, we are re
d

red to be paid to the holder
d was declared, unless a sh

ent, which, in either case, must occur prior to the end of the fiscal year in which the dividend was declare
A shareholder has a three-year period from the dividend payment date to claim dividends (or payments of interest o
shareholders’ equity) in respect of its shares, after which we will have no liability for such payments.  From 1997 to
2003, all distributions took the form of interest on shareholders’ equity.  In 2004 and 2005, part of the distribution 
was made in the form of interest on shareholders’ equity and part as dividends.   See Item 10.  Additional 
Information—Common Shares and Preferred Shares—Payments on Shareholders’ Equity. 

We make cash distributions on the common shares and preferred class A shares underlying the American 
Depositary Shares in Brazilian currency to the custodian on behalf of the depositary.  The custodian then converts
such proceeds into U.S. dollars and causes such U.S. dollars to be delivered to the depositary for distribution to 
holders of American deposita

ibutions, see Item 10.  Additional Information—Taxation

The table below sets forth the cash distributions we paid to holders of common shares and preferred class A 
es r the periods indicated.  A 3-for-1 stock split occurred in August 2004, and amounts for prior periods ha

 restated t

Year 
Payment 
Date 

Reais per Share at 
Payment Date 

U.S. Dollars per Share at 
Payment Date 

2001 February 20 ...................................................................................... 3.33 1.66 
 December 10 .................................................................................... 2.305 0.98 
2002 April 30 ............................................................................................ 2.305 0.98 
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00
 ............ 3.42 1.20 
2004 April 30 ............................................................................................ 2.06 0.70 

0.45 
2005 April 0.43 

1.57 0.70 
1.15 0.54 

________ 

 December 10 .................................................................................... 2.68 0.71 
2 3 April 30 ............................................................................................ 1.62 0.56 

October 31............................................................................

 October 29 (1) (2) ............................................................................ 1.27 
29 ............................................................................................ 1.11 

  October 31 (3)..................................................................................
2006 April 28 (4) ......................................................................................

(1) On October 29, 2004, we paid 1.03 reais per share in interest on shareholders equity and 0.24 reais per share in dividends. 
(2) A 3-for-1 stock split occurred in August 2004. 
(3) On October 31, 2005, we paid 0.68 reais per share in interest on shareholders equity and 0.89 reais per share in dividends. 
(4) On April 28, 2006, we paid 0.67 reais per share in interest on shareholders equity and 0.48 reais per share in dividends. 
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SHARE PRICE HISTORY 

The table below sets forth trading information for our preferred and common American Depositary Shares, as 
repo  

Reais per Common  

Item 9. The Offer and Listing 

rted by the New York Stock Exchange and our preferred class A shares and our common shares, as reported by
the BOVESPA, for the periods indicated.  Share prices in the table for periods after August 19, 2004 (for our 
common and preferred shares) and after September 7, 2004 (for our common and preferred ADSs) reflect a 3-for-1 
stock split. 

 Share 
Reais per Preferred  

Class A Share 

U.S. Dollars per Preferred 
Class A American 
Depositary Share 

U.S. Dollars per Common 
American Depositary 

Share 
 High Low High Low High Low High Low 
2001 .................................. R$    55.00 R$    42.70 R$    58.70 R$    44.00 US$   26.98 US$   18.65 US$        — US
2002 ................

$        — 
.................. 109.00 50.00 102.20 50.90 29.51 20.51 30.00 21.75 

2003 .................................. 170.80 80.90 148.00 77.45 51.90 24.30 59.59 25.71 
2004 4.08 

60 
42.45 62.87 49.96 

2Q04 ................................. 163.92 129.99 142.74 113.01 49.77 36.30 57.09 42.24 
3Q04 15.47 

0.32 
05 

25.60 
29.51 
36.85 
42.28 
40.12 
43.00 
45.86 
42.28 

88 
02 

.................................. 77.50 43.33 64.19 37.67 24.38 12.10 29.01 1
2005 .................................. 99.89 64.00 87.00 55.00 39.55 21.93 45.08 25.
1Q04 ................................. 180.00 145.10 159.00 124.40 55.50 

 (1) ........................... 65.00 47.00 55.50 39.38 19.41 12.88 22.66 
4Q04 ................................. 77.50 58.50 64.19 50.61 24.38 17.68 29.01 2
1Q05 ................................. 95.75 71.00 79.02 59.50 30.00 22.05 36.55 26.
2Q05 ................................. 84.50 64.00 72.00 55.00 26.90 21.93 32.00 
3Q05 ................................. 99.89 70.04 86.85 59.76 39.55 25.31 44.78 
4Q05 ................................. 99.40 83.75 87.00 74.10 39.20 32.87 45.08 
1Q06 ................................. 112.80 91.01 97.80 79.90 44.38 36.99 51.27 

December 2005.......... 99.40 92.60 86.20 80.60 39.20 34.92 45.08 
January 2006.............. 112.80 95.80 97.80 84.20 44.38 37.75 51.27 
February 2006............ 111.80 98.79 97.00 85.40 43.60 39.55 50.38 
March 2006................ 105.90 91.00 94.00 79.90 43.23 36.99 48.53 
April 2006.................. 111.00 102.50 96.36 91.20 45.90 42.65 51.75 47.
May 2006 (2) ............. 59.55 50.90 49.08 42.13 48.39 36.96 58.18 45.

 
(1) 3-for-1 stock split occurred during this quarter. 
(2) Until May 23, 2006.  2-for-1 stock split occurred during
Source:  Bloomberg LLP. 

 this month, only with respect to common and preferred Class A shares.  

 

publicly traded share capital consists of common shares and preferred class A shares, each without par 
valu our preferred class A shares are publicly traded in Brazil on BOVESPA, under the 
ticker LE5, respectively.  Our common shares and preferred class A shares also trade on 
the  XVALP, respectively.  The LATIBEX is an electronic market 
crea r to enable trading of Latin American equity securities in euro 
den

ly with heightened corporate governance and disclosure requirements 
esta alify as a company admitted to BOVESPA’s “Level 1 of Corporate 
Gov

To b pany, an issuer must agree to: 

• ensu h t 25% of its total capital are effectively available for 
trad

• adop feri despread ownership of shares whenever making a public offering; 

TRADING MARKETS 

Our 
e.  Our common shares and 

symbols VALE3 and VA
LATIBEX, under the ticker symbols XVALO and
ted in 1999 by the Madrid stock exchange in orde
omination.   

In December 2003, we agreed to comp
blished by the BOVESPA in order to qu
ernance Requirements.” 

ecome a Level 1 com

re t at shares of the issuer representing at leas
ing; 

t of ng procedures that favor wi

• comply with minimum quarterly disclosure standards; 
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s with respect to transactions made by controlling shareholders, directors 
and officers involving securities issued by the issuer; 

 

 
 American Depositary Shares.  On April 30, 2006, there were 406,725,905 American Depositary Shares 

outst tal 
shar

ices integrated with cargo transport, comprising generation, storage, 

• the carrying-on, in Brazil or abroad, of other activities that may be of direct or indirect consequence for the 

Dire

e officer has a conflict of interest with the 
company in connection with any proposed transaction, the director or executive officer may not vote in any decision 
of th

he compensation among its members and the executive 

• follow stricter disclosure policie

• disclose any existing shareholders’ agreements and stock option plans; and 

• make a schedule of corporate events available to the shareholders. 

Our common American Depositary Shares, each representing one common share, have been traded on the New
York Stock Exchange since March 2002, under the ticker symbol RIO.  Our preferred American Depositary Shares, 
each representing one preferred class A share, have been traded on the New York Stock Exchange since June 2000, 
under the ticker symbol RIOPR.  The preferred class A American Depositary Shares had previously traded in the 
over-the-counter market since 1994.  JPMorgan Chase Bank serves as the depositary for both the common and the
preferred

anding, representing 49.6% of our preferred class A shares, 27.3% of our common shares or 35.3% of our to
e capital.   

Item 10.  Additional Information 

MEMORANDUM AND ARTICLES OF ASSOCIATION 

Company Objects and Purposes 

Our corporate purpose is defined by our bylaws to include:  

• the exploitation of mineral deposits in Brazil and abroad by means of extraction, processing, 
industrialization, transportation, shipment and commerce of mineral goods; 

• the building and operation of railways and the exploitation of own or third-party rail traffic; 

• the building and operation of own or third-party maritime terminals, and the exploitation of nautical 
activities for the provision of support within the harbor; 

• the provision of logistics serv
transshipment, distribution and delivery within the context of a multimodal transport system; 

• the production, processing, transport, industrialization and commerce of all and any source and form of 
energy, also involving activities of production, generation, transmission, distribution and commerce of its 
products, derivatives and sub products; 

achievement of its corporate purpose, including research, industrialization, purchase and sale, importation 
and exportation, the exploitation, industrialization and commerce of forest resources and the provision of 
services of any kind whatsoever; and 

• constituting or participating in any fashion in other companies, consortia or associations directly or 
indirectly related to its business purpose. 

ctors’ Powers 

Under the Brazilian Corporate Law, if a director or an executiv

e Board of Directors or of the board of executive officers regarding such transaction and must disclose the 
nature and extent of the conflicting interest for transcription in the minutes of the meeting.  In any case, a director or 
an executive officer may not transact any business with the company, including any borrowings, except on 
reasonable or fair terms and conditions that are identical to the terms and conditions prevailing in the market or 
offered by third parties.  Under our bylaws, shareholders set the aggregate compensation payable to directors and 
executive officers.  The Board of Directors allocates t
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offic

Set forth below is certain information concerning our authorized and issued share capital and a brief summary 
visions of our bylaws and the Brazilian Corporate Law.  This description does not purport 

to be complete and is qualified by reference to our bylaws (an English translation of which has been filed with the 
SEC

 

on 

ct to the election of members of the Board of Directors, and are entitled 
to a minimum annual non-cumulative preferential dividend of (i) at least 3% of the book value per share, calculated 
in ac

of our 
total share capital, have the right to appoint each one member and an alternate to our Board of Directors.  If no 
grou olding 

our total share capital are entitled to combine their 
holdings to appoint one member and an alternate to our Board of Directors.  Holders of preferred class A shares and 

he permanent fiscal council and the respective alternate.  Non-
controlling holders of common shares comprising at least 10% of the common shares outstanding may also elect one 
mem

s 

(2) a change in the location of our head office; 

(3) a change in our corporate purpose as regards the mining activities; 

(5) any disposal or winding up of activities of any one or more of the following stages of our iron ore mining 

ers.  See Item 6.  Directors, Management and Employees—Compensation.  Our bylaws do not establish any 
mandatory retirement age limits. 

COMMON SHARES AND PREFERRED SHARES 

of certain significant pro

) and to the Brazilian Corporate Law. 

General 

Our bylaws authorize the issuance of up to 900 million common shares and up to 1,800 million preferred class
A shares, in each case based solely on the approval of the Board of Directors without any additional shareholder 
approval.   

Each common share entitles the holder thereof to one vote at meetings of our shareholders.  Holders of comm
shares are not entitled to any preference relating to our dividends or other distributions. 

Holders of preferred class A shares and the golden shares are generally entitled to the same voting rights as 
holders of common shares, except with respe

cordance with the financial statements, which serve as reference for the payment of dividends, or (ii) 6% of 
their pro rata share of our paid-in capital, whichever is higher.  Non-controlling shareholders holding common 
shares representing at least 15% of our voting capital, and preferred class A shares representing at least 10% 

p of common or preferred class A shareholders meets the thresholds described above, shareholders h
preferred class A or common shares representing at least 10% of 

the golden shares may elect one member of t

ber of the fiscal council and an alternate. 

The Brazilian government holds three golden shares in us.  The golden shares are preferred shares that entitle it
holder to the same rights (including with respect to voting and dividend preference) as holders of preferred class A 
shares.  In addition, the holder of the golden shares is entitled to veto any proposed action relating to the following 
matters: 

(1) a change in our name; 

(4) any liquidation of our company; 

integrated systems: 

(a) mineral deposits, ore deposits, mines; 

(b) railways; or 

(c) ports and maritime terminals; 

(6) any change in the bylaws relating to the rights accorded to the classes of capital stock issued by us; and 

(7) any change in the bylaws relating to the rights accorded the golden shares. 
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et of 
on 

its” for such fiscal year.  In accordance with the Brazilian Corporate Law, an 
amount equal to our “net profits,” as further reduced by amounts allocated to the legal reserve, to the contingency 

e reserve established by us in compliance with applicable law (discussed below) 
and increased by reversals of reserves constituted in prior years, will be available for distribution to shareholders in 
any ay 

paid-in 
capital.  Net losses, if any, may be charged against the legal reserve. 

discretionary depletion 
reserve, which may be taken into account in allocating net profits for any fiscal year.  We currently maintain a tax 
ince

 of the legal reserve, the depletion reserve and the reserve for investment projects may not exceed 
the amount of our paid-in capital. 

t is deemed probable in future years.  
Any amount so allocated in a prior year must be either reversed in the fiscal year in which the loss was anticipated if 

ccur or charged off in the event that the anticipated loss occurs.  We have never allocated 
an amount to the contingency reserve. 

llocate a portion of our “net  
profits” for discretionary appropriations for plant expansion and other capital investment projects, the amount of 
whi  Law 

 with a duration longer than one year must be reviewed at each annual 
shareholders’ meeting.  After completion of the relevant capital projects, we may retain the appropriation until 
shar l all or a portion of the reserve to capital or retained earnings. 

 
Corporat r any 
part la  
amount 
accounti
obtained 

e Brazilian tax laws, a portion of “net profits” may also be allocated 
to a e rated 
by c i

e
reserves tingency reserve, the unrealized income reserve and the reserve for investment projects, are subject 
to approval 
pay t
to appro ed to capital but are not available 
for the payment of dividends in subsequent years. 

Calculation of Distributable Amount 

At each annual shareholders’ meeting, the Board of Directors is required to recommend, based on the executive 
officers’ proposal, how to allocate our earnings for the preceding fiscal year.  For purposes of the Brazilian 
Corporate Law, a company’s net income after income taxes and social contribution taxes for such fiscal year, n
any accumulated losses from prior fiscal years and amounts allocated to employees’ and management’s participati
in earnings represents its “net prof

reserve or to the unrealized incom

particular year.  Such amount, the adjusted net profits, is herein referred to as the distributable amount.  We m
also establish discretionary reserves, reserves for investment projects and fiscal investment reserves, as discussed 
below.   

Legal reserve.  Under the Brazilian Corporate Law, we are required to maintain a legal reserve to which we 
must allocate 5% of our “net profits” for each fiscal year until the amount of the reserve equals 20% of our 

Discretionary reserves.  Under the Brazilian Corporate Law, a company may also provide for discretionary 
allocations of “net profits” to the extent set forth in its bylaws.  Our bylaws provide for one 

ntive depletion reserve established in respect of certain mining operations.  Appropriations to the tax incentive 
depletion reserve are deductible for tax purposes.  The discretionary depletion reserve has not been used since 1996, 
when the related tax incentive expired.  For more details, see Note 16 to our consolidated financial statements.  
There are no limits on the size or amount of proceeds that may be retained in the discretionary depletion reserve.  
However, the sum

Contingency reserve.  Under the Brazilian Corporate Law, a portion of our “net profits” may also be 
discretionally allocated to a “contingency reserve” for an anticipated loss tha

such loss does not in fact o

Reserve for investment projects.  Under the Brazilian Corporate Law, we may a

ch is based on a capital budget previously presented by management and approved by shareholders.  Under
No. 10,303/2001, capital budgets

eho ders vote to transfer 

Unrealized income reserve.  As of March 1, 2002, under Law No. 10,303/2001, which amended the Brazilian
e Law, the amount by which the mandatory dividend exceeds the “realized” portion of net profits fo

icu r year may be allocated to the unrealized income reserve.  The “realized” portion of net profits is the
by which “net profits” exceed the sum of (i) our net positive results, if any, from the equity method of 
ng for earnings and losses of our subsidiaries and certain affiliates, and (ii) the profits, gains or return 
on transactions completed after the end of the following fiscal year. 

Tax incentive investment reserve.  Under th
gen ral “tax incentive investment reserve” in amounts corresponding to reductions in our income tax gene
red ts for particular government-approved investments.   

Th  Brazilian Corporate Law provides that all discretionary allocations of “net profits,” including discretionary 
, the con

by the shareholders voting at the annual meeting and can be transferred to capital or used for the 
men  of dividends in subsequent years.  The fiscal incentive investment reserve and legal reserve are also subject 

val by the shareholders voting at the annual meeting and may be transferr
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re determined on the basis of 
financial statements prepared in accordance with the Brazilian Corporate Law.  Our consolidated financial 
state

ing 
 dividend for the preceding year is inadvisable in light of our financial condition.  The 

fiscal council must review any such determination and report it to the shareholders.  In addition to the mandatory 
divi  

he 
ionary depletion reserve.  See Item 10.  Additional Information—Common Shares and Preferred 

Shares—Calculation of Distributable Amount.  To date, our Board of Directors has never determined that payment 
of th

cept in 2005 when it recommended a dividend distribution equal to 43.68% of our net income. 

Div

 a minimum 
annual non-cumulative preferential dividend equal to (i) at least 3% of the book value per share, calculated in 
acco ich serve as reference for the payment of dividends, or (ii) 6% of their 
pro rata share of our paid-in capital, whichever is higher.  To the extent that we declare dividends in any particular 
year tial dividends on preferred class A shares, and after holders of common 
shares have received distributions equivalent, on a per share basis, to the preferential dividends on preferred class A 
shar  the same additional dividend amount 
per share.  Since the first step of our privatization in 1997, we have had sufficient distributable amounts to be able to 
distr on and preferred shareholders.   

Oth

 of preferred class A shares into common shares.  In addition, the 
preferred class A shares do not have any preference upon our liquidation and there are no redemption provisions 
asso

uch payments as an expense for Brazilian income tax purposes.  In 
accordance with Law No.  9,249 dated December 26, 1995, our bylaws provide for the distribution of interest on 
shareholders’ equity as an alternative form of payment to shareholders.  The interest rate applied is limited to the 
Brazilian long-term interest rate, or TJLP, for the applicable period.  The deduction of the amount of interest paid 
cannot exceed the greater of (1) 50% of net income (after the deduction of the provision of social contribution on net 
profits and before the deduction of the provision of the corporate income tax) before taking into account any such 
distribution for the period in respect of which the payment is made or (2) 50% of the sum of retained earnings and 
profit reserves.  Any payment of interest on shareholders’ equity to shareholders is subject to Brazilian withholding 

Our calculation of “net profits” and allocations to reserves for any fiscal year a

ments have been prepared in accordance with U.S. GAAP and, although our allocations to reserves and 
dividends will be reflected in these financial statements, investors will not be able to calculate such allocations or 
required dividend amounts from our consolidated financial statements. 

Mandatory Dividend 

Our bylaws prescribe that we must distribute to our shareholders in the form of dividends or interest on 
shareholders’ equity an annual amount equal to not less than 25% of the distributable amount, referred to as the 
mandatory dividend, unless the Board of Directors advises our shareholders at our general shareholders’ meet
that payment of the mandatory

dend, our Board of Directors may recommend to the shareholders payment of dividends from other funds legally
available therefore.  Any payment of interim dividends will be netted against the amount of the mandatory dividend 
for that fiscal year.  The shareholders must also approve the recommendation of the Board of Directors with respect 
to any required distribution.  The amount of the mandatory dividend is subject to the size of the legal reserve, the 
contingency reserve, and the unrealized income reserve.  The amount of the mandatory dividend is not subject to t
size of the discret

e mandatory dividend was inadvisable. 

Since our privatization in 1997 following a recommendation from Valepar, our principal shareholder, we have 
distributed a dividend equal to at least 50% of the amount of net income for distribution with respect to each fiscal 
year, ex

In November 2002, our Board of Directors approved a new dividend policy.  See Item 8.  Financial 
Information—Dividends and Interest on Shareholders’ Equity.   

idend Preference of Preferred Shares 

Pursuant to our bylaws, holders of preferred class A shares and the golden shares are entitled to

rdance with the financial statements wh

 in amounts which exceed the preferen

es, holders of common shares and preferred class A shares shall receive

ibute equal amounts to both comm

er Matters Relating to Preferred Class A Shares 

Our bylaws do not provide for the conversion

ciated with the preferred class A shares. 

Payments on Shareholders’ Equity 

Pursuant to a change in Brazilian tax law effective January 1, 1996, Brazilian companies are permitted to pay 
limited amounts to shareholders and treat s
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of 15%, except for a beneficiary located in a tax haven jurisdiction (i.e.  a country that does 
not impose income tax or that imposes it at a maximum rate lower than 20%), in which case the rate is 25%.  Under 
our e 

t amount received, after payment by us of 
applicable Brazilian withholding taxes in respect of the distribution of interest on shareholders’ equity, is at least 
equ

Voting R

preferred ot 
vote on t ers of the Board of Directors, except in the event of dividend arrearages, as described 
belo nd his or her alternate are elected by majority vote of 
the h  of preferred class A shares and common shares may, in certain 
circ ngs to elect members of our Board of Directors.   

The 
under Ite n—Common Shares and Preferred Shares—General. 

The es that non-voting or restricted-voting shares, such as the preferred class A 
shar  
for a
which su re entitled and continuing until payment thereof is made.  Our bylaws do not set forth any such 
shor

Any ass A shares, or the creation of a class of shares 
havi

• authorize the issuance of debentures;  

• suspend the rights of a shareholder in default of obligations established by law or by the bylaws; 

date us, 

income tax at the rate 

bylaws, the amount paid to shareholders as interest on shareholders’ equity (net of any withholding tax) may b
included as part of any mandatory and minimum dividend.  Under the Brazilian Corporate Law, we are obligated to 
distribute to shareholders an amount sufficient to ensure that the ne

al to the mandatory dividend. 

ights 

Each common share entitles the holder thereof to one vote at meetings of our shareholders.  Holders of 
 class A shares are entitled to the same voting rights as holders of common shares except that they may n
he election of memb

w.  One of the members of the permanent fiscal council a
olders of preferred class A shares.  Holders

umstances, combine their respective holdi

The golden shares entitle the holder thereof to the same voting rights as holders of preferred class A shares.  
golden shares also confer certain other significant voting rights in respect of particular actions, as described 

m 10.  Additional Informatio

 Brazilian Corporate Law provid
es, acquire unrestricted voting rights beginning when a company has failed for three consecutive fiscal years (or
ny shorter period set forth in a company’s constituent documents) to pay any fixed or minimum dividend to 

ch shares a
ter period.   

 change in the preferences or advantages of our preferred cl
ng priority over the preferred class A shares, would require the approval of holders of a majority of the 

outstanding preferred class A shares, voting as a class at a special meeting. 

Shareholders’ Meetings 

A general shareholders’ meeting convenes each year to decide all matters relating to our corporate purposes and 
to pass such resolutions as they deem necessary for our protection and well being. 

Pursuant to the Brazilian Corporate Law, shareholders voting at a general shareholders’ meeting have the 
power, among other powers, to: 

• amend the bylaws; 

• elect or dismiss members of the Board of Directors and members of the fiscal council at any time; 

• receive annual reports by management and accept or reject management’s financial statements and 
recommendations including the allocation of net profits and the distributable amount for payment of the 
mandatory dividend and allocation to the various reserve accounts; 

• accept or reject the valuation of assets contributed by a shareholder in consideration for issuance of capital 
stock; 

• pass resolutions to reorganize our legal form, to merge, consolidate or split us, to dissolve and liqui
to elect and dismiss our liquidators and to examine their accounts; and  
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e.  
 notice 

ject 
ed to a minimum of 15 days prior 

formal notice to its legal representative of any general shareholders’ meeting to consider any proposed action subject 
corded to the golden shares.  See Item 10.  Additional Information—Common Shares and 

Preferred Shares—General.   

n the same manner as described above except for 
the eight-days prior notice, and a meeting may then be convened without any specific quorum requirement, subject 

 and voting requirements for certain matters, as discussed below.  A shareholder without a 
right to vote may attend a general shareholders’ meeting and take part in the discussion of matters submitted for 
cons

 
ers 

ibed 

(a) creating a new class of preferred shares or disproportionately increasing an existing class of preferred shares 
relat

 
 

nd;  

(d) changing the corporate purposes;  

(f) dissolving or liquidating us;  

(g) participating in a centralized razilian Corporate Law; and  

nnual 
nd 

e 

• authorize management to file for bankruptcy or to request a concordata. 

All shareholders’ meetings, including the annual shareholders’ meeting, are convened by publishing, no fewer 
than fifteen days prior to the scheduled meeting date and no fewer than three times, a notice in the Diário Oficial do
Estado do Rio de Janeiro and in a newspaper with general circulation in the city where we have our registered 
office, which is Rio de Janeiro.  Our shareholders have previously designated Jornal do Commercio for this purpos
Also, as our shares are traded on BOVESPA, we must publish a notice in a São Paulo based newspaper.  Such
must contain the agenda for the meeting and, in the case of an amendment to our bylaws, an indication of the sub
matter.  In addition, under our bylaws, the holder of the golden shares is entitl

to the veto rights ac

A shareholders’ meeting may be held if shareholders representing at least one-quarter of the voting capital are 
present.  If no such quorum is present, notice must again be given i

to the minimum quorum

ideration. 

Except as otherwise provided by law, resolutions of a shareholders’ meeting are passed by a simple majority
vote, abstentions not being taken into account.  Under the Brazilian Corporate Law, the approval of sharehold
representing at least one-half of the issued and outstanding voting shares is required for the types of action descr
below, as well as, in the case of clause (a) and clause (b), a majority of issued and outstanding shares of the affected 
class:  

ive to the other classes of shares, other than to the extent permitted by the bylaws;  

(b) changing a priority, preference, right, privilege or condition of redemption or amortization of any class of
preferred shares or creating any class of non-voting preferred shares that has a priority, preference, right, condition
or redemption or amortization superior to an existing class of shares, such as the preferred shares;  

(c) reducing the mandatory divide

(e) merging us with another company or consolidating or splitting us;  

group of companies as defined under the B

(h) canceling any ongoing liquidation of us. 

Whenever the shares of any class of capital stock are entitled to vote, each share is entitled to one vote.  A
shareholders’ meetings must be held by April 30 of each year.  Shareholders’ meetings are called, convened a
presided over by the Chairman or by the Vice-Chairman of our Board of Directors.  A shareholder may be 
represented at a general shareholders’ meeting by an attorney-in-fact appointed not more than one year before th
meeting, who must be a shareholder, a company officer or a lawyer.  For a public company, such as us, the attorney-
in-fact may also be a financial institution. 
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Red

 meeting by 
shareholders representing at least 50% of the voting shares:  

(1) to create a new class of preferred shares or to disproportionately increase an existing class of preferred 

bylaws);   

 or amortization conferred on one or more 
with greater privileges than the existing classes of 

 

(4) to change our corporate purposes;   

 

n 
f 

irmation by the preferred shareholders (which must be made 
at a special meeting to be held within one year), in which case the 30-day term is counted from the publication of the 
min

e 

ral 
shareholders’ meeting. 

tal 
ise of the right and the right is negotiable.  Under our bylaws, our Board of 

Director duce 
the 

ber 

emption Rights 

Our common shares and preferred class A shares are not redeemable, except that a dissenting shareholder is 
entitled under the Brazilian Corporate Law to obtain redemption upon a decision made at a shareholders’

shares relative to the other classes of shares (unless such actions are provided for or authorized by the 

(2) to modify a preference, privilege or condition of redemption 
classes of preferred shares, or to create a new class 
preferred shares;   

(3) to reduce the mandatory distribution of dividends;  

(5) to merge us with another company or consolidate us; 

(6) to transfer all of our shares to another company in order to make us a wholly owned subsidiary of such
company, a stock merger;   

(7) to approve the acquisition of control of another company at a price which exceeds certain limits set forth in 
the Brazilian Corporate Law;   

(8) to approve our participation in a centralized group of companies as defined under the Brazilian Corporate 
Law; or   

(9) in the event that the entity resulting from (a) a merger, (b) a stock merger as described in clause (6) above 
or (c) a spin-off that we conduct fails to become a listed company within 120 days of the general 
shareholders’ meeting at which such decision was taken.   

Only holders of shares adversely affected by the changes mentioned in items (1) and (2) above may require us 
to redeem their shares.  The right of redemption mentioned in items (5), (6) and (8) above may only be exercised if 
our shares do not satisfy certain tests of liquidity at the time of the shareholder resolution.  The right of redemptio
lapses 30 days after publication of the minutes of the relevant general shareholders’ meeting, unless, in the case o
items (1) and (2) above, the resolution is subject to conf

utes of the special meeting. 

We would be entitled to reconsider any action giving rise to redemption rights within 10 days following the 
expiration of such rights if the redemption of shares of dissenting shareholders would jeopardize our financial 
stability.  Law No.  9,457 dated May 5, 1997, which amended the Brazilian Corporate Law, contains provisions, 
which, among other provisions, restrict redemption rights in certain cases and allow companies to redeem their 
shares at their economic value, subject to certain requirements.  Our bylaws currently do not provide that our capital 
stock will be redeemable at its economic value and, consequently, any redemption pursuant to the Brazilian 
Corporate Law would be made at no less than the book value per share, determined on the basis of the last balanc
sheet approved by the shareholders; provided that if the general shareholders’ meeting giving rise to redemption 
rights occurred more than 60 days after the date of the last approved balance sheet, a shareholder would be entitled 
to demand that his or her shares be valued on the basis of a new balance sheet dated within 60 days of such gene

Preemptive Rights 

Each of our shareholders has a general preemptive right to subscribe for shares in any capital increase, in 
proportion to his or her shareholding.  A minimum period of 30 days following the publication of notice of a capi
increase is allowed for the exerc

s may decide not to extend preemptive rights to our shareholders or, under Law No. 10,303/2001, to re
30-day period for the exercise of preemptive rights, in each case with respect to any issuance of shares, 

debentures convertible into shares and warrants in the context of a public offering, subject to the limit on the num
of shares that may be issued with the approval of the board without any additional shareholder approval.  In the 
event of a capital increase that would maintain or increase the proportion of capital represented by preferred class A 
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represented by preferred class A shares, shareholders will have preemptive rights to subscribe for preferred class A 
shares, in proportion to their shareholdings, and for s only to the extent necessary to prevent dilution 
of their overall interest in us.  In the event of a capital increase that would maintain or increase the proportion of 
capi  issued 

Tag

s 
holders of common voting shares the right to sell their shares for a price equal to at least 80% of 

the price paid for the common voting shares representing control. 

 are in book-entry form registered in the name of each 
shareholder or its nominee.  The transfer of such shares is made under the Brazilian Corporate Law, which provides 

d by our transfer agent, Banco Bradesco S.A., upon presentation of valid share 
transfer instructions to us by a transferor or its representative.  When preferred shares or common shares are 
acqu

 

 will be 
h a Brazilian institution that is duly authorized to operate by the Central 

Bank and maintains a clearing account with CBLC).  The fact that such shares are subject to custody with the 
relev l, in 

 the 

s or 

pital abroad could hinder or 
prevent the custodian for the preferred class A shares or common shares represented by American Depositary 
Shar

shares, holders of preferred American depositary receipts will have preemptive rights to subscribe only to newly 
issued preferred class A shares.  In the event of a capital increase that would reduce the proportion of capital 

 common share

tal represented by common shares, shareholders will have preemptive rights to subscribe only to newly
common shares.  In the event of a capital increase that would reduce the proportion of capital represented by 
common shares, holders of common shares will have preemptive rights to subscribe for preferred class A shares 
only to the extent necessary to prevent dilution of their overall interest in us. 

-along rights 

According to the Brazilian Corporate Law, in the event of a sale of control of the Company, the acquirer i
obliged to offer to 

Form and Transfer 

Our preferred class A shares and common shares

that a transfer of shares is effecte

ired or sold on a Brazilian stock exchange, the transfer is effected on the records of our transfer agent by a 
representative of a brokerage firm or the stock exchange’s clearing system.  Transfers of shares by a foreign investor
are made in the same way and are executed by the investor’s local agent, who is also responsible for updating the 
information relating to the foreign investment furnished to the Central Bank. 

BOVESPA operates a central clearing system through Companhia Brasileira de Liquidação e Custódia, or 
CBLC.  A holder of our shares may participate in this system and all shares elected to be put into the system
deposited in custody with CBLC (throug

ant stock exchange will be reflected in our registry of shareholders.  Each participating shareholder wil
turn, be registered in the register of our beneficial shareholders that is maintained by CBLC and will be treated in
same way as registered shareholders. 

MATERIAL CONTRACTS 

For information concerning our material contracts, see Item 4.  Information on the Company and Item 5.  
Operating and Financial Review and Prospects.   

EXCHANGE CONTROLS AND OTHER LIMITATIONS 
AFFECTING SECURITY HOLDERS 

There are no restrictions on ownership of our capital stock by individuals or legal entities domiciled outside 
Brazil.  However, the right to convert dividend payments and proceeds from the sale of preferred class A share
common shares into foreign currency and to remit such amounts outside Brazil is subject to restrictions under 
foreign investment legislation which generally requires, among other things, that the relevant investment be 
registered with the Central Bank.  These restrictions on the remittance of foreign ca

es, or holders who have exchanged American Depositary Shares for preferred class A shares or common shares, 
from converting dividends, distributions or the proceeds from any sale of preferred class A shares or common 
shares, as the case may be, into U.S. dollars and remitting such U.S. dollars abroad.  Delays in, or refusal to grant 
any required government approval for conversions of Brazilian currency payments and remittances abroad of 
amounts owed to holders of American Depositary Shares could adversely affect holders of American depositary 
receipts.   
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e in 
 are 

s, 

• appoint at least one representative in Brazil, with powers to perform actions relating to its investment, 

 under the custody of an entity duly licensed by the Central Bank or 
the 

t 

tion that does not impose taxes on income or where the maximum income tax rate is lower than 20%, or 
whe

todian in the name of JPMorgan Chase Bank, the 
dep

ceeds 
outsi
the d
exchang w 
No. 4,13 o. 2,689/2000.  Thereafter, unless the holder has registered its investment with the 
Cent  B
disp ti
obtains a
America

As o
purchase te in this market.  In the past, under Brazilian regulations, 
foreign
exch

a serious imbalance, the Brazilian government may impose temporary restrictions on the remittance to 
foreign investors of the proceeds of their investments in Brazil, and on the conversion of Brazilian currency into 
foreign currencies.  Such restrictions may hinder or prevent the custodian or holders who have exchanged American 

Under Resolution No. 2,689/2000, foreign investors may invest in almost all financial assets and engag
almost all transactions available in the Brazilian financial and capital markets, provided that certain requirements
fulfilled.  In accordance with Resolution No. 2,689/2000, the definition of foreign investor includes individual
legal entities, mutual funds and other collective investment entities, domiciled or headquartered abroad. 

Under Resolution No. 2,689/2000, a foreign investor must: 

• complete the appropriate foreign investor registration form, 

• register as a foreign investor with the CVM, and 

• register its foreign investment with the Central Bank. 

Securities and other financial assets held by foreign investors pursuant to Resolution No.  2,689/2000 must be 
registered or maintained in deposit accounts or

CVM.  In addition, securities trading is restricted to transactions carried out on stock exchanges or through 
organized over-the-counter markets licensed by the CVM, except for subscription, bonification, conversion of 
debentures into shares, securities indexes, purchase and sale of investment funds quotas and, if permitted by the 
CVM, going private transactions, canceling or suspension of trading.  Moreover, the offshore transfer or assignment 
of the securities or other financial assets held by foreign investors pursuant to Resolution No.  2,689/2000 are 
prohibited, except for transfers resulting from a corporate reorganization, or occurring upon the death of an investor 
by operation of law or will.   

Resolution No. 1,927/1992 of the National Monetary Council, which is the restated and amended Annex V to 
Resolution No. 1,289/1997, which we call the Annex V Regulations, provides for the issuance of depositary receipts 
in foreign markets in respect of shares of Brazilian issuers.  It provides that the proceeds from the sale of American 
Depositary Shares by holders of American depositary receipts outside Brazil are free of Brazilian foreign investmen
controls and holders of American Depositary Shares who are not resident in a tax haven jurisdiction (i.e.  a country 
or loca

re the legislation imposes restrictions on disclosure of the shareholding composition or the ownership of the 
investment) will be entitled to favorable tax treatment. 

An electronic registration has been issued by the cus
ositary, with respect to the American Depositary Shares.  Pursuant to this electronic registration, the custodian 

and the depositary are able to convert dividends and other distributions with respect to the preferred class A shares 
or common shares represented by American Depositary Shares into foreign currency and to remit the pro

de Brazil.  If a holder exchanges American Depositary Shares for preferred class A shares or common shares, 
hol er may continue to rely on the custodian’s electronic registration for only five business days after the 

e.  After that, the holder must seek to obtain its own electronic registration with the Central Bank under La
1/1962 or Resolution N

ral ank, such holder may not convert into foreign currency and remit outside Brazil the proceeds from the 
osi on of, or distributions with respect to, such preferred class A shares or common shares.  A holder that 

n electronic registration generally will be subject to less favorable Brazilian tax treatment than a holder of 
n Depositary Shares.  See Item 10.  Additional Information—Taxation—Brazilian Tax Considerations. 

f March 14, 2005, there is a single foreign exchange market in Brazil.  Foreign currencies may only be 
d through a Brazilian bank authorized to opera

 exchange transactions were carried out on either the commercial rate exchange market or the floating rate 
ange market.  Rates in the two markets were generally the same.  Although rates are freely negotiated in the 

foreign exchange market, they may be strongly influenced by the Central Bank’s intervention.  See Item 3.  Key 
Information—Exchange Rates. 

Under Brazilian law, whenever there is a serious imbalance in Brazil’s balance of payments or reasons to 
foresee 
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Dep

TAXATION 

es or American Depositary 
Shares.  You should know that it does not purport to be a comprehensive description of all the tax considerations 
that

n 
hares, 
 

Although there is at present no income tax treaty between Brazil and the United States, the tax authorities of the 
two

Brazilian Tax Considerations 

nership 
 

 with retroactive 
effect).  This discussion does not specifically address all of the Brazilian tax considerations applicable to any 
part

or 

r the profits were generated, except in the case of stock dividends, which are not subject to 
withholding income tax in Brazil unless we redeem the stock within five years from such distribution or the non-

in this five-year period. 

sh.  

the amount 
paid may not be higher, for tax purposes, than the greater of (1) 50% of net income (after the deduction of the 
prov o profits but before taking into account such payment of interest and the 
provision of corporate income tax) for the relevant period or (2) 50% of the sum of retained earnings and profit 
rese s he year in respect of which the payment is made.   

e tible for corporate income tax and social contribution 
on net pr observed.  Therefore, the benefit to us, as opposed to 
mak
to ce ai
the beneficiary is ex d except if the beneficiary 
is lo e is 25%.   

x ian holders should be 
con r ictions (as defined below), 

ositary Shares for underlying preferred class A shares or common shares from converting distributions or the 
proceeds from any sale of such shares, as the case may be, into U.S. dollars and remitting such U.S. dollars abroad. 

The following summary contains a description of the principal Brazilian and U.S. federal income tax 
consequences of the ownership and disposition of preferred class A shares, common shar

 may be relevant to a holder of preferred class A shares, common shares or American Depositary Shares. 

Holders of preferred class A shares, common shares, or American Depositary Shares should consult their ow
tax advisors to discuss the tax consequences of the purchase, ownership and disposition of preferred class A s
common shares or American Depositary Shares, including, in particular, the effect of any state, local or other
national tax laws. 

 countries have had discussions that may result in such a treaty.  We cannot predict whether or when such a 
treaty will enter into force or how it will affect the U.S. holders, as defined below, of preferred class A shares, 
common shares, or American Depositary Shares. 

The following discussion summarizes the principal Brazilian tax consequences of the acquisition, ow
and disposition of preferred class A shares, common shares or American Depositary Shares by a holder not deemed
to be domiciled in Brazil for purposes of Brazilian taxation  (“non-Brazilian holder”).  It is based on the tax laws of 
Brazil and regulations thereunder in effect on the date hereof, which are subject to change (possibly

icular non-Brazilian holder.  Therefore, each non-Brazilian holder should consult his or her own tax advisor 
concerning the Brazilian tax consequences of an investment in preferred class A shares, common shares, 
American Depositary Shares. 

Taxation of dividends.  Dividends, including dividends paid in kind, paid by us from profits of periods 
beginning on or after January 1, 1996 (1) to the depositary in respect of the preferred class A shares or common 
shares underlying the American Depositary Shares or (2) to a non-Brazilian holder in respect of preferred class A 
shares or common shares will generally not be subject to Brazilian withholding income tax.  Dividends paid from 
profits generated before January 1, 1996 may be subject to Brazilian withholding income tax at varying rates 
depending on the yea

Brazilian holder sells the stock in Brazil with

Distributions of interest on shareholders’ equity.  Since January 1, 1996, Brazilian corporations may attribute 
interest on shareholders’ equity as an alternative form of making dividend distributions, which they may pay in ca
They base the calculation on shareholders’ equity as stated in the statutory accounting records.  The interest rate 
applied may not exceed the TJLP as determined by the Central Bank of Brazil from time to time.  Also, 

isi n of social contribution on net 

rve  as of the beginning of t

Th  amount of interest attributed to shareholders is deduc
ofit purposes, as far as the limits described above are 

ing a dividend payment, is a reduction in our corporate taxes charge equivalent to 34% of such amount.  Subject 
rt n limitations, income tax is withheld from the shareholders on interest payments at the rate of 15%, except if 

empt from tax in Brazil, which payments are free of Brazilian tax, an
cat d in a tax haven jurisdiction (as defined below), in which case the applicable rate 

Ta ation of capital gains.  For purposes of Brazilian taxation, two types of non-Brazil
side ed: (1) non-Brazilian holders that are not resident or domiciled in tax haven jurisd
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whic r e CVM to invest in Brazil in accordance with 
Resolution No. 2,689 or are holders of American Depositary Shares; and (2) other non-Brazilian holders, which 
incl  a eans and all type of 
investors that are located in a tax haven jurisdiction (i.e., a jurisdiction that does not impose income tax or where the 
max  

broad derived from the 
disposition of assets located in Brazil by non-residents to other non-residents may become subject to taxation in 
Braz s assets 

s 

Reg

ct whether such understanding 
will im

e
subject t
than (i) t rice per preferred class A share or common share on the Brazilian stock exchange in which the 
greatest 
shar w
preferred g sessions immediately preceding such deposit. 
In su A shares or 
com  taxation. There are 
grou

nized over-the-counter market): 

 

ot 

a 
ital 

h a e registered before the Central Bank of Brazil and th

ude ny and all non-residents in Brazil who invest in the country through any other m

imum income tax rate is lower than 20% and/or where internal legislation imposes restrictions on the disclosure
of share or investment ownership),.  The investors identified in item (1) are subject to a favorable tax treatment, as 
described below. 

According to the Law No. 10,833, dated December 29, 2003, capital gains earned a

il.  In this sense, upon the disposition of the preferred class A shares or of the common shares,  defined a
located in Brazil, the non-Brazilian holder may be subject to income tax on the gains assessed, following the rule
described below, no matter if the transaction is conducted in Brazil or abroad, or with a Brazilian resident or not. 

arding American Depositary Shares, although we believe that the American Depositary Shares do not fall within 
the definition of assets located in Brazil for the purposes of this rule, considering the general and unclear scope of 
the rule and the lack of judicial court rulings in respect thereto, we are unable to predi

 ult ately prevail in the courts of Brazil. 

Th  deposit of preferred class A shares or common shares in exchange for American Depositary Shares is not 
o Brazilian income tax if the acquisition cost of the  preferred class A shares or common shares is  lower 
he average p
number of such shares were sold on the day of deposit; or (ii) if no preferred class A shares or common 

es ere sold on that day, the average price on the Brazilian stock exchange in which the greatest number of 
 class A shares or common shares were sold in the 15 tradin

ch case, the difference between the acquisition cost and the average price of the preferred class 
mon shares calculated as described above will be considered to be a capital gain subject to
nds to sustain that such taxation is not applicable in case of investors registered under Resolution No. 2,689, 

which are not domiciled in a tax haven jurisdiction.  The withdrawal of American Depositary Shares in exchange for 
preferred class A shares or common shares is not subject to Brazilian income tax as long as the applicable 
regulations in respect to the registration of the investment before the Brazilian Central Bank are properly complied 
with. 

The gain realized as a result of a transaction on a Brazilian stock, future and commodities exchange is the 
difference between the amount in Brazilian currency realized on the sale or disposition and the acquisition cost, 
without any adjustment for inflation, of the shares sold. 

Gains assessed on the disposition of the preferred class A shares or common shares carried out on a Brazilian 
stock exchange (which includes the transactions carried out on the orga

• are exempt from income tax when assessed by a non-Brazilian holder that (i) has registered its investment 
in Brazil before the Brazilian Central Bank under the rules of Resolution No. 2,689/2001 and (ii) is not a 
tax haven resident; or 

• are subject to income tax at a rate of 15% in any other case, including the gains assessed by a non-Brazilian 
holder that (i) has not registered its investment in Brazil before the Brazilian Central Bank under the rules 
of Resolution No. 2,689/2001; or (ii) has registered its investment in Brazil before the Brazilian Central 
Bank under the rules of Resolution No. 2,689/2001 but is a tax haven resident.  In these cases, a 
withholding income tax at a rate of 0.005% shall be levied on the transaction and can be offset with the
eventual income tax due on the capital gain.   

Any other gains assessed on the disposition of the preferred class A shares or of the common shares that are n
carried out on a Brazilian stock exchange are subject to income tax at a rate of 15%, except for tax haven residents 
which, in this case, are subject to income tax at a rate of 25%. In case these gains are related to transactions 
conducted on the Brazilian non-organized over-the-counter market, with brokerage, a withholding income tax at 
rate 0.005% shall also be levied on the transaction and can be offset with the eventual income tax due on the cap
gain.   
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on shares. 

 

 

on shares or American 
Depositary Shares. 

of 

 
onds and securities, including those carried out on the Brazilian stock, futures or 

commodities exchange.  The rate of the IOF/Bonds Tax with respect to preferred class A shares or common shares 
or A rease 

 

of shares on 
Brazilian stock exchanges and the remittance abroad of the proceeds earned from the disposition of shares in Brazil 
by m

ring is registered with the CVM 
and that the issuer is listed in a Brazilian stock exchange.  Such Provisory Measure is currently in force but it must 
be a he date of its publication and signed by the President to be 
converted into law. 

sition, 
A shares or common shares or American Depositary Shares.  This 

summary applies to U.S. holders, as defined below, who hold their preferred class A shares or common shares or 
Ame

• insurance companies, 

With reference to proceeds of redemption or of a liquidating distribution with respect to the preferred class A
shares or common shares, the difference between the amount received and the acquisition cost of the corresponding 
shares will be treated as a sale or disposition carried out outside of the Brazilian stock exchange. 

Any exercise of preemptive rights relating to the preferred class A shares or common shares will not be subject
to Brazilian taxation.  Any gain on the transaction will be subject to Brazilian income taxation according to the sam
rules applicable to the sale or disposition of preferred class A shares or comm

Other Brazilian taxes.  There are no Brazilian inheritance, gift or succession taxes applicable to the ownership,
transfer or disposition of preferred class A shares or common shares or American Depositary Shares by a non-
Brazilian holder, except for gift and inheritance taxes which are levied by some states of Brazil on gifts made or
inheritances bestowed by individuals or entities not resident or domiciled in Brazil or in the relevant State to 
individuals or entities resident or domiciled within such state in Brazil.  There are no Brazilian stamp, issue, 
registration, or similar taxes or duties payable by holders of preferred class A shares or comm

Brazilian law imposes a Tax on Foreign Exchange Transactions, or IOF/Exchange Tax on the conversion 
reais into foreign currency and on the conversion of the foreign currency to reais.  Although the IOF/Exchange Tax 
rate is currently 0% with some few specific exceptions, but the Minister of Finance has the legal power to increase 
the rate to a maximum of 25%.  Any such increase will be applicable only prospectively. 

Brazilian law imposes a Tax on Transactions Involving Bonds or Securities (the “IOF/Bonds Tax”), due on
transactions involving b

merican Depositary Shares is currently 0%.  The Minister of Finance, however, has the legal power to inc
the rate to a maximum of 1.5% per day.  Any such increase will be applicable only prospectively. 

In addition, as a general rule, transactions carried out in Brazil that result in the transfer of reais from an account
maintained with a Brazilian financial institution are subject to the Temporary Contribution on Financial 
Transactions (“CPMF Tax”), at the rate of 0,38%.  Currently, the funds transferred for the acquisition 

eans of a currency exchange transaction are exempt of the CPMF Tax.  In addition to that, according to 
Provisory Measure No. 281, of February 15, 2006, the CPMF rate is reduced to zero on withdrawals from bank 
accounts used to buy common shares in a public offering, provided the public offe

pproved by the Congress within 120 days from t

U.S. Federal Income Tax Considerations 

This summary does not purport to be a comprehensive description of all the tax consequences of the acqui
holding or disposition of the preferred class 

rican Depositary Shares as capital assets and does not apply to special classes of holders, such as: 

• certain financial institutions, 

• dealers or traders in securities or foreign currencies, 

• persons holding preferred class A shares, common shares or American Depositary Shares as part of hedge, 
straddle, conversion or other integrated financial transaction for tax purposes, 

• holders whose functional currency for tax purposes is not the U.S. dollar, 

• partnerships or other pass-through entities for U.S. federal income tax purposes, 
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ng shares. 

on the Internal Revenue Code of 1986, as amended to the date hereof, administrative 
pron

 

.S. federal income taxation on a net income basis with respect to the preferred class 
A shares, common shares, or American Depositary Shares. 

depositary receipts evidencing American 
Depositary Shares will be treated as the beneficial owners of the preferred class A shares or common shares 
represented by those American Depositary Shares.  Deposits an awals of preferred class A shares or common 
shares by holders in exchange for American Depositary es resu f ga for 
U

ns paid on American Deposita hares, p erred cla hares o mon 
s  payme  of interest on capital Brazili x purposes, out of 
o s determined for U.S. federal t urposes duction for 
a  e t b
elig wed

i n i ual l
c ect on ate such it s are rec d.  If you hold American 
D ive a di end whe  dividend is received by the depositary. 

ubject to certain exceptions for short-term and hedged positions, the U.S. dollar amount of dividends received 
by an individual prior to January 1, 2011 with respect to the American Depositary Shares will be subject to taxation 
at a maximum rate of 15% if t n the American Depositary 
Shares will be treated as qualified dividends if (i) the American Depositary Shares are readily tradable on an 
esta

 
change and will qualify 

as readily tradable on an established securities market in the United States so long as they are so listed.  Based on 
CVR ’s audited financial statements and relevant market and shareholder data,  that it was not 
treate  as a PFIC for U.S. federal income tax purposes with respect to it 4 or 2005 taxable year.  I ition, 
based  CVRD’s audited financial statements and its current expectat  of its 
assets r da  d not a p e 
becomi

Ba ether divide  received with respect to t rred cl
A share ividends se the preferred class A s and 

• persons subject to the alternative minimum tax, or 

• persons owning, actually or constructively, 10% or more of our voti

This discussion is based 
ouncements, judicial decisions and final, temporary and proposed Treasury Regulations, changes to any of 

which may affect the tax consequences described herein.  Holders should consult their tax advisors with regard to 
the application of the United States federal income tax laws to their particular situations as well as any tax 
consequences arising under the laws of any state, local or non-U.S. taxing jurisdiction. 

This discussion is also based, in part, on representations of the depositary and the assumption that each 
obligation in the deposit agreement and any related agreement will be performed in accordance with its terms.   

As used herein, the term “United States holder” means a beneficial owner of preferred class A shares, common
shares, or American Depositary Shares that is for U.S. federal income tax purposes: 

• a citizen or resident alien individual of the United States, 

• a corporation created or organized in or under the laws of the United States or of any political subdivision 
thereof, or 

• otherwise subject to U

The term United States holder also includes certain former citizens of the United States. 

In general, for U.S. federal income tax purposes, holders of American 

d withdr
will not Shar lt in the realization o in or loss 

.S. federal income tax purposes. 

Taxation of dividends.  Distributio ry S ref ss A s r com
hares, including distributions paid in the form of nts  for a

, 
n ta

ur current or accumulated earnings and profits, a ax p before re
ny Brazilian income tax withheld by us, will be 

ible for the dividends-received deduction allo
taxable to yo

 to corporation
u as foreign

s. 
source dividend incom and will no e 

You will be required to include dividends pa d in reais i ncome in an amount eq  to their U.S. dollar va ue 
alculated by reference to an exchange rate in eff the d em eive
epositary Shares, you will be considered to rece vid n the

S

he dividends are “qualified dividends.”  Dividends paid o

blished securities market in the United States and (ii) the Company was not, in the year prior to the year in 
which the dividend was paid, and is not, in the year in which the dividend is paid, a passive foreign investment
company (“PFIC”).  The American Depositary Shares are listed on the New York Stock Ex

D CVRD believes
d s 200 n add
 on ions regarding the value and nature
, the sources and nature of its income, and relevant market and shareholde ta, we o ntici at

ng a PFIC for its 2006 taxable year.   

sed on existing guidance, it is not entirely clear wh nds he prefe ass 
s and common shares will be treated as qualified d , becau  share
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common sh n the U.S. Treasury has nced its 
intention to  Am positary Shares, preferred class A share
comm n stock and intermediaries through whom such securities are he  will be permi  to rely o  certifications
from issuers to establish that dividends are treated as qualified dividends.  Because such procedures have not yet 
been s, 

e 

able income, for Brazilian 
income taxes wi s.  You must satisfy minimum holding period requirements to b  cla
foreign tax credit ilian taxes withheld on dividends.  The limitation on foreign taxe r 
calculated separ ecific classes of income.  For this purpose divi ds paid by us s
generally constitute “passive in ” (  so old s in ).   

n o ital gains.  Upon a ale or exchang of pref rred cl s A shar s, comm n shares or American 
tary Shares, you will recogn e cap al gain ss r .S ed ral in me tax u ses equ e 
nce, if any, betw the am d on sal  exch e r d tax b he pref

es, commo res eri De ry es.  gain ss  long-te pital gain
 your holding pe  the pr ass A shares, common shares or American Depositary Shares exceeds 

e net amo  lo  c al ga cog d by vidu .S. h rs prior to ary 1, 20
is subject to tax  at a max  rate o ur ab  of come is 

itations. 

oss w e U rc  or  for  tax t p .  Cons
ian withholding tax is i  o al sp n of Amer p ares ed clas

es or common shares, and you  not re eive significan foreign source in me from other sources you may not
derive effective U.S. foreign tax credit be efits in ect  B azilian w thholding ta   You should

our own tax advi r re g t i n of  fore  c  rules to your inves t in, and 
Ameri positary Shares, preferred class A shares or common shares. 

 a Brazilian tax el e or siti  shares, the a t realized by a U. lder will 
include the gross amount  the pro eeds of such sale or dis sition  de uction of the Brazilian tax.  See Item

l Information—Taxation—Brazilian Tax Considerations. 

ation reporting nd backup with olding 

formation returns m y be  wit l Re ue S ecti ith distrib s on the 
class A shares, c mmon shares erican De itary Shares and the p from ale or ot

disposition.  You may be subject to United tates backup withholding tax on ese payments if you fail to provide 
ayer identification n or ly e er o u herwi lish an 

exemption from backup wi holding

edit against your U.S. 
federal income tax liability and may entitle you to a refund, provided that the required information is timely 

 Revenue Service. 

 

 by 
s of 

 
Depositary Shares are listed.  Our SEC filings are also available to the public from the SEC’s website at 
http

ares are not themselves listed on a U.S. excha
 promulgate rules pursuant to which holders of

ge.  In addition, 
erican De

 annou
s or 

o ld tted n  

 issued, it is not clear whether we will be able to comply with them.  Holders of American Depositary Share
preferred class A shares and common shares should consult their own tax advisers regarding the availability of th
reduced dividend tax rate in the light of their own particular circumstances. 

Subject to generally applicable limitations and restrictions, you will be entitled to a credit against your United 
States federal income tax liability, or a deduction in computing your U.S. federal tax

thheld by u
 for Braz

ately for sp

e eligible to
s eligible fo
 on our share

im a 
credit is 
 will den

come or, for me h ers, “fin l seancia rvice come”

Taxatio f cap  s e e as e o
Deposi iz a it

 reali
 or lo

 t
fo

e o
 U . f

an
e co
 and y

 p
 adjust

rpo al to
asis in

 th
differe een 

n sha
ount

 
ze he r g ou e  t erred 

class A shar
loss if

or Am
eferred cl

can posita  Shar  This  or lo will be rm ca  or 
riod in

one year.  Th unt of ng-term apit in re nize  indi al U olde  Janu 11 
generally ation imum f 15%. Yo ility to use capital losses to fset in
subject to lim

Any gain or l ill b .S. sou e gain  loss U.S. foreign  credi urposes equently, if a 
Brazil mposed n the s e or di ositio ican De ositary Sh , preferr s A 
shar
be able to 

do c t co  
n  resp of such r i x.  

consult y
dispo

so
can De

gardin he appl catio the ign tax redit tmen
sition of, 

If  is withh d on th sale dispo on of moun S. ho
of c po  before d  

10.  Additiona

Inform  a h

In a filed h the Interna ven ervice in conn on w ution
preferred o or Am pos roceeds  their s her 

S th
your taxp umber  comp  with c rtain c tificati n proced res or ot se estab

th . 

The amount of any backup withholding from a payment to you will be allowed as a cr

furnished to the Internal

DOCUMENTS ON DISPLAY 

We are subject to the information requirements of the Securities Exchange Act of 1934, as amended, and 
accordingly file reports and other information with the SEC.  Reports and other information filed by us with the SEC
may be inspected and copied at the public reference facilities maintained by the SEC at 100 F Street, N.E., 
Washington, D.C.  20549.  You can obtain further information about the operation of the Public Reference Room
calling the SEC at 1-800-SEC-0330.  You may also inspect CVRD’s reports and other information at the office
the New York Stock Exchange, 11 Wall Street, New York, New York 10005, on which CVRD’s American

://www.sec.gov.  For further information on obtaining copies of CVRD’s public filings at the New York Stock 
Exchange, you should call (212) 656-5060.   
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We consider the effective  a key objective to support our  financial 
ibility.  In further his o ector abli pr age

icy and a risk managem  comm nage he po
el, using a single framework, and consider the ge our market risk 

red necessary to r corporate strategy or to maintain rget level nancial 
k ma ment  comp  of memb f senio ent an s our 
s in eeing a ing in ion regar our ent ana nt and 

fram ng the significant po cies, pro d practices employed to anage ris r enterpris
y i  designed to promote an e  risk management system and to ens hat enterprise-
 at least quarterly to the risk management committee. 

n 

ess of 

Accounting for Derivative Financial Instruments and Hedging Activities,” as amended by 
SFA air 

We also file financial statements and other periodic reports with the CVM. 

Item 11.  Quantitative and Qualitative Disclosures About Market Risk  

Risk Management Policy 

 management of risk growth strategy and
flex ance of t

ent
bjective, the B

ittee.  Unde
oard of Dir s has est shed an enter ise risk man

 risk at t
ment 
rtfolio pol

lev
r the policy, we measure, monitor, and ma

natural diversification of our portfolio.  We hed
only when conside  support ou our ta of fi
flexibility.  The ris nage committee is osed ers o r managem d assist
Executive Director overs nd review format ding erprise risk m geme

ework, includi li cedures an
ffective

 m k.  Ou
ure t

e 
risk management polic
level risks are reported

s

The principal market risks we face are interest rate risk, exchange rate risk and commodity price risk.  We 
manage some of these risks through the use of derivative instruments.  Our risk management activities follow the 
risk management policy, which generally prohibits speculative trading and short selling and requires diversificatio
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 creditworthin
our hedging counter-parties.   

Under SFAS 133 – “
S 137 and SFAS 138, we recognize all derivatives on our balance sheet at fair value, and the gain or loss in f

value is included in current earnings.  The asset (liability) balances at December 31, 2005 and 2004 and the 
movement in fair value of derivative financial instruments are as follows: 

 Gold 

Interest 
rates 

(LIBOR) Currencies Alumina Aluminum Total 
Unrealized gain (loss) at January 1, 2004.............................  US$ (32) US$ (46) US$ 5  US$ (18) US$ — US$ 
      
Loss recognized upon consolidation of Albras — — — — (20) 
Financial settlement .............................................................. 4 29 (2) — 

(91) 
 

(20) 
— 31 

Unrealized gains (losses) in the period................................. (5) 1 1 (33) (98) (134) 
Effect of exchange rate changes .......... (4) ................................. (1) — (4) (9) (18) 
Unrealized gain (loss) at D .................... USecember 31, 2004 $ (37) US$ (17) US$ 4 US$ (55) US$   (127) US$ (232) 

     
Fair value at January 1, 20 ........... .. US (55) 7)  
Financial settlement .............................................................. 34 36 89 

n the period.... (17) (60) 
Effect of exchange rate changes ........................................... (3) 

 
$     (37) U

 
 US$   (232)05 ........ ....................... S$    (17) US$    

11 9 (1) 
     4 US$ US$   (12

Unrealized gains (losses) i ............................. 6 (2) (28) (101) 
(2) — (4) (6) (15) 

Unrealized gain (loss) at De 31, US$ (  cember  2005.................... 46) US$ (4) US$ 1 US$ (53) US$   (157) US$ (259) 

 

INTEREST RATE AND EXCHANGE RATE RISK 

The table below sets forth o rate long-term debt, categoriz gn currency, 
d as a percentage of our total folio at the dates indicated, incl related 

xcept for a arges, as r ed in o t ial stateme ts.   

 ecember 31, 

ur floating and fixed 
 long-term debt port

ed by local and forei
uding loans from unan

parties, e ccrued ch eflect ur consolida ed financ n

At D
 2004 2005 
 
Floating rate deb

Real-denominat

(in millions of  except percentages) 
t:    

ed ..................................................................... US$ 120 3.1% 100 2.1% 
nc inat ............  5 2,901  

ated. ............................. ....................... 74 9 3 6 
ncy d ominated ............. ....................... 1, 3 

US$,
 

Foreign curre y denom ed .................................. ... 2,078 3.8  60.3
Fixed rate debt:     

Real-denomin
Foreign curre

....
en

....

....
.........
.........

1. 2 0.
59 41.2 1,778 37.0 



 

   118 
 

 

Total .................................................................................... US$          3,865 100.0 4,811 100.0 
    
    

are 
sensitive to changes in interest rates and exchange rates.  The table presents the principal cash flows and related 
wei ed  variable interest 
rates are based on the applicable reference rate at December 31, 2005.  The debt obligations’ actual cash flows are 
den in

 
mber 
005 

Fair Value 
ing at 

December 31, 
2005 

 (in millions of US$) 

 
 

The table below provides information about our total debt obligations as of December 31, 2005, which 

ght  average interest rates of these obligations by expected maturity date.  Weighted average

om ated mainly in U.S. dollars or reais or other currencies, as indicated.  

Weighted 
average 

Fair Value 
Cash Flow Account

interest rate 
(%)(1)(2) 2006 2007 2008 2009 2010 

To 
2034 Total 

at Dece
31, 2

U.S. dollar-
denom ed
Fixed rate         

Bonds 8.47 - 111.6 — — — 1,102.2 1,213.8 1,384.3 1,382.2 
Loan .4 

.8 
F  

469.8 

Notes 
84.0 

Trad

inat           
 

  

s 6.39 122.2 36.7 18.4 11.5 7.1 2.5 198.4 76.2 198
Securitization 
Notes 5.83 

27.0 57.1 53.1 55.3 57.6 92.6 342.7 315.7 342.7 

Trade Finance 5.53 20.0 1.8 — — — — 21.8 1.8 21
loating Rate          
Loans 6.39 205.3 182.0 197.8 226.7 219.5 438.5 1,469.8 504.9 1,
Securitization 55.1 28.9 — — — — 84.0 20.5 

5.83 
e Finance 5.53 613.0 81.8 23.7 4.0 99.2 290.5 1,112.2 160.3 1,112.2 

S 1.1 
  
R
d

ubtotal  1,042.6 499.9 293.0 297.5 383.4 1,926.3 4,442.7 2,463.7 4,61
         

eal-
enominated  

 
        

Fixed rate 
loans 12.49 

29.0 2.6 0.1 0.1 0.1 0.3 32.2 2.8 32.2 

Floating Rate 
Loans 12.49 22.0 14.4 14.2 12.4 12.4 24.7 100.1 78.0 100.1 

S
           
Other currency-
denomi

 
 
 

loan 6.35 

ubtotal  51.0 17.0 14.3 12.5 12.5 25.0 132.3 80.8 132.3 

nated         
Fixed rate loan 3.9 0.5 0.5 0.5 — — — 1.5 1.0 1.5
Floating rate 

3.0 2.8 2.8 2.8 2.8 2.8 17.0 14.0 17.0 
Su total  3 2.8 2.8 2.8 18.5 
        
No maturity — — — — 
   
Total  097.

b 3.5 3.3 3. 18.5 15.0 
 
 

 
217.3 

 
217.3  —  —  217.3 

 
1,

  
1 

     
520.2 310.6 312.8 398.7 1,954.1 4,810.8 2,776.8 4,979.2 

           
 
 inter  do not t the  the derivativ
 va rest rate he app reference ra emb

Inte  

We are exposed to interest rate risk on our outstanding borrowing and in future debt issuances.  Our floating 
rate

rsely 
impact our cash flows. To mitigate the effects of interest rate volatility we sometimes make use of natural hedges 

wed by the positive correla ollar floating interest rates and  natural 
 are not presen metimes try to rea e effect with the aid o ancial in r 

floating rate debt d te mainl  chan  T d by t  

We have entered  interest rim  to hed os r USD 
floating rate debt.  Ou terest rate derivatives portfolio consists of options and interest rate swaps to convert 

___________________
(1) Weighted average est rates take into accoun effect of es. 
(2) Weighted average riable inte s are based on t licable te at Dec er 31, 2005. 

rest Rate Risk

 debt consists principally of U.S. dollar borrowings related to trade finance and loans from commercial banks 
and multilateral organizations.  In general, our foreign currency floating rate debt is principally subject to changes in 
the London Interbank Offered Rate (USD LIBOR).  Consequently, fluctuations in the USD LIBOR may adve

allo tion between U.S. d metals prices. When
hedges t, we so lize the sam f fin struments.  Ou

enomina d in reais is y subject to ges in the JLP, as fixe he BNDES.

 into  rate derivative transactions p arily ge the exp ure we hold on ou
r in
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s ixed sures or to  our expo nter ctuations ap is the 
 equ  on the notional amount ebt. ely, a floo e minim

qui to pay on the notional amo of the debt. o, there is a swap subjec  
kno ions, which, if triggered, elimin tection it rovides.  Th le below  certain 
inform pect to our interest rate derivatives portfolio at December 31, 2004 and 2005: 
 

floating rate expo ures to f rate expo  cap sure to i est rate flu .  A c
maximum rate we will be r ired to pay  of the d   Convers r is th um 
rate we will be re red unt  In our current portfoli t to

ck-out provis
ation with res

ate the pro p e tab  sets forth

At December 31, 2004 At December 31, 2005 
 Notional 

Value 
Interest Rate 

Range 
Unrealized 
Gain (Loss) 

Notional 
Value 

Interest Rate 
Range 

Unrealized 
Gain (Loss) 

Final 
Maturity 

 (in millions of US$, except interest rate ranges) 
 

Floor ........................... 150 5.7 – 6.0% (3.5) 25 5.8% 0.0 Nov 2006 
Cap.............................. 300 5.75 – 11.0% 0.0 175 5.7 – 11.0% 0.0 May 2007 
Swap ........................... 231 5.8 – 6.7% (13.4) 206 5.8 – 6.7% (3.8) Oct 2007 

Total...................   US$ (16.9)   (3.8)  

Exchange Rate Risk 

We are exposed to exchange rate risk associated with our foreign currency denominated debt.  On the other 
hand, a substantial proportion of our revenues are denominated in, or automatically indexed to, the U.S. dollar.  This 
prov

inst

s, 
unt of our operating and 

ed in reais.  Consequently, an appreciation of the real against the U.S. dollar 
operating and investment costs, negatively affecting our cash flow. 

 

ides a natural hedge against any devaluation of the Brazilian real against the U.S. dollar.  When devaluation 
occurs, the immediate negative impact on foreign currency denominated debt is offset over time by the positive 
effect of devaluation on future cash flows.  In light of this framework, we generally do not use derivative 

ruments to manage the currency exposure on our long-term dollar-denominated debt.  However, we may 
occasionally use derivatives to minimize the effects of the volatility of the exchange rates between reais and U.S. 
dollars in the cash flow. 

We are also exposed to the volatility of the exchange rate between reais and U.S. dollars in our cash flow
considering that most of our revenues are denominated in U.S. dollars and a significant amo
capital expenditures are denominat
would generally result in higher 

We have other exposures associated with our outstanding debt portfolio.  We have a Euro exposure associated
with a credit line extended by KFW (Kreditanstalt für Wiederaufbau).  To mitigate the foreign currency risk, we 
have entered into some forward transactions that are specified in the next table.  The table below sets forth certain 
information with respect to our exchange rate derivatives portfolio at December 31, 2004 and 2005.   

 At December 31, 2004 At December 31, 2005 
 Notional 

Value 
 

Rate Range 
Unrealized 
Gain (Loss) 

Notional 
Value 

 
Rate Range 

Unrealized 
Gain (Loss) 

Fi
Ma

nal 
turity 

 (in millions, except rate ranges) 
Floating Rate purchased.... € 16.74 Euribor + Spread  € 1

1 
4.35  Euribor + Spread 1   Dec 2011 

Floating Rate sold.............. USD 
18.89 

Libor + Spread 2  USD 
16.19 

Libor + Spread 2   Dec 2011 

Total..........................   US$3.7   US$0.7  

 

 At December 31, 2004 At December 31, 2005 
 Notional 

Value 
 

Price Range 
Unrealized 
Gain (Loss) 

Notional 
Value 

 
Price Range 

Unrealized 
Gain (Loss) 

Final 
Maturity 

 (in millions, except price ranges) 
 

Japanese yen 
purchased....................

¥ 64.7 ¥ 79 – 83 per US$ (0.2) — — — — 

Euro purchased........... € 0.90 US$ 1.22 – 1.23 per € 0.1 — — — — 
Euro sold..................... € 3.3 € 1.327 (0.1) — — — — 

Total...................   US$ (0.2)   —  
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T PRICE RISK 

r 
oduct price volatility is in accordance with the 
rimarily on the natural diversification of our 

ct price risk hedging may be implemented from time to time to support our 
ibility.  See Item 5.  Operating and Financial Review and Prospects. 

The risk mitigation strategies set for our aluminum products were developed and implemented in the past, when 
our subsidiaries Albrás and Alunorte were highly leveraged and hedging was needed to guarantee the cash flow 
stream to comply with their debt obligations.  To manage the risk associated with fluctuations in aluminum prices, 

 and call options, as well as forward contracts.  These derivative 
 minimum average profits for their future aluminum production 

in ex

At December 31, 2004 

 

PRODUC

We are also exposed to various market risks relating to the volatility of world market prices for: 

• iron ore and pellets, which represented 70.7% of our 2005 gross consolidated revenues; 

• manganese ore and ferroalloys, which represented 4.3% of our 2005 gross consolidated revenues; 

• aluminum-related products, which represented 10.5% of our 2005 gross consolidated revenues; 

• kaolin, which represented less than 1.3% of our 2005 gross consolidated revenues; and 

• copper, which we began producing in 2004 as copper concentrate and represented 2.9% of our 2005 gross 
consolidated revenues. 

We do not enter into derivatives transactions to hedge our iron ore, pellets, copper, kaolin, manganese ore o
ferroalloys exposure.  Our strategy of not hedging our exposure to pr
guidelines determined by our risk management policy, which relies p
portfolio.  However, strategic produ
growth strategy and financial flex

they engaged in hedging transactions involving put
instruments allowed Albras and Alunorte to establish

cess of their expected production costs and therefore ensure stable cash generation.  However, they also have 
the effect of reducing potential gains from price increases in the spot market for aluminum.  Our policy has been to 
settle all commodity derivatives contracts in cash without physical delivery of product.  In 2005, we did not execute 
any new transactions.  

The table below sets forth certain information with respect to our aluminum derivatives portfolio at December 
31, 2004 and 2005.   

 At December 31, 2005 
 Notional 

Value 
 

Price Range 
Unrealized 
Gain (Loss) 

Notional 
Value 

 
Price Range 

Unrealized 
Gain (Loss) 

Final 
Maturity 

 (tons of 
aluminum) 

 

(US$ per ton) (in millions 
of US$) 

(tons of 
aluminum) 

(US$ per ton) (in millions 
of US$) 

 

Puts purchased............ 217,000 US$ 1,385 – 1,400 US$ 0.2 78,500 US$ 1,375 – 1,625 0.0 Dec 2006 
Forwards sold ............. 9,000 1,545 – 1,650 (23.7) 3,000 1,502 – 1,700 (1.8) Dec 2006 
Calls sold .................... 241,000 1,535 – 1,590 (56.9) 96,500 1,535 – 1,640 (19.3) Dec 2006 
Other instruments ....... 263,000 1,390 – 1,700 (33.9) 147,000 1,400 – 1,700 (94.9) Dec 2008 

Total...................   US$(114.3)   US$(116.0)  

 

We currently hold a small position in gold derivative instruments, structured to manage the risks related to gold 
m the content of gold associated with copper concentrate production.  The table below 

sets forth certain information with respect to our gold derivatives portfolio at December 31, 2004 and 2005. 

At December 31, 2004 

price fluctuations, inherent fro

 At December 31, 2005 
  

Quantity 
 

Price Range 
Unrealized  
Gain (Loss) 

 
Quantity 

 
e Range Pric

Unrealized  
Gain s) (Los  

Final 
Maturity 

 (oz.) (US$ per oz.) (in millions of US$) (oz.) (US$ per of US$)  
 

 oz.) (in millions 
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Puts purchased 285 385 (1.4) Dec 2008 
Calls sold ........ 6) Dec 2008 

er instrume

......... 303,000 285 – 385 0.7 222,200  –  

......... 393,000 330 – 440  (37.4) 286,240 343 – 440 (44.
Oth nts .... — — — — —  — — 

Total................   US$ (36.7)   US$ (46.0)  

ions 
proved by our Board of Directors, who delegated to the 

it exposure of the portfolio, to be proposed by 
our e 

ecutive Board approves an 
it exposure CVRD is willing to 

ke  the 

Item 13. Defaults, Dividend Arrearages and Delinquencies 

None. 

s to the Rights of Security Holders and Use of Proceeds 

 

There is an embedded derivative related to energy for which market to market is US$(124.1) million as of 
December 31, 2005 and US$(68.0) million as of December 31, 2004. 

CREDIT RISK 

Financial Institutions Risk & Exposure  

We have a strict policy regarding financial credit risk arising from derivative and other financial transact
executed with financial institutions.  The credit policy was ap
Executive Board the approval of individual limits and the total cred

finance department.  On a semiannual basis, our financial institutions credit exposure is submitted to the financ
committee and the Executive Board. 

The credit quality of each institution is evaluated based on its financial strength, foreign currency ratings 
published by international rating agencies, shareholder’s equity size and range of financial products provided.   

The credit policy only allows CVRD to perform financial transactions with institutions that hold at least an A- 
foreign currency credit rating.  In the case the rating of the institution is capped by the sovereign ceiling, the rating 
of the country in which the institution is incorporated has to be at least equal to Brazil rating, and the local currency 
rating of the institution has to be at least A-.  In addition, we can only invest our cash holdings and enter into 
derivative transactions with institutions whose limits are consistent with our credit policy.   

Commercial Credit Exposure 

CVRD’s commercial credit policy establishes a set of rules under which the Ex
Annual Commercial Exposure Limit, representing the maximum commercial cred
ta .  This exposure limit is applied to each business segment of CVRD. For those companies in which CVRD is
controlling shareholder, the limits are established according to such policy.  For the other companies, CVRD's 
Executive Board recommends a credit limit in line with CVRD’s policy. The policy outlines a procedure for 
measuring, granting and controlling commercial credit within the group, which requires that each customer seeking 
commercial credit must be evaluated considering its credit quality measured by the strength of its financial 
statements, company size, past payment performance and country risk. In 2005, CVRD extended its commercial 
credit policy to all of its consolidated companies.    

Item 12. Description of Securities Other than Equity Securities 

Not applicable. 

PART II 

Item 14. Material Modification

None.   
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Item 15. Con

E on of D

’s disclosure committee, with the participation of CVRD’s chief executive officer, chief financial officer, 
investors relations officer, general counsel, chief accounting officer and internal controls officer, has evaluated the 
effectiveness of VRD’s disclosure controls and procedures as of the end of the period covered by this annual 
report.  Vale Ov
There are inhere to the effectiveness of any system of disclosure controls and procedures, including the 
p ssibility of hu an error and the circumvention or overriding of the controls and procedures.  Accordingly, even 
e isclos
objectives.  Bas ation, the Chief Executive Officer and Chief Financial Officer of CVRD and the 
Director and Pri cipal Executive Officer and Director and Principal Financial Officer of Vale Overseas concluded 
t  the disclosu dures adopted by CVRD and Vale Overseas were effective to provide 
reasonable assu nce that information required to be disclosed by CVRD and Vale Overseas in the reports filed or 
s ted under
specified in the t is accumulated and communicated to CVRD’s and Vale 
Overseas’ mana ement, including the Chief Executive Officer and Chief Financial Officer of CVRD and the 
Director and Principal Executive Officer and Director and Principal Financial Officer of Vale Overseas, as 
appropriate to allow timely decisions regarding required disclosure. 

C es in Int

Our management identified no change in CVRD’s or Vale Overseas’ internal control over financial reporting 
during CVRD’s 
reasonably likel  control over financial reporting. 

I 6A.  Aud

As describe  in Item 16D of this Form 20-F, in lieu of establishing an independent audit committee, we have 
given our Fiscal nts 
set forth in Exch bers of our 
Fiscal Council, Mr. ert.  Mr. Moreira dos Santos 
meets the applic der Brazilian law. He also meets 
t York S quirements that would apply to audit committee members in the 
abse ur rel rth in Exchange Act Rule 10A-3(c)(3).  

I 6B.  Cod

RD has ers, executive officers and employees, 
i ng the Ch r and Principal Accounting Officer of CVRD.  
CVRD’s code of ethics is als ies to its directors.  We have posted copies of 
t odes of e us/media/CVRD_%20Codigodeetica_i.pdf.  
C  of our co  writing to us at the address set forth on the front 
co f this Form ted any implicit or explicit waivers from any 
p on of its doption of the code.  

Item 16C.  Principal Acc

Principal Acco

ewaterh res Independentes billed the following fees to us for professional services in 
2004 and 2005. 

2004 

trols and Procedures 

valuati isclosure Controls and Procedures 

CVRD

 C
erseas carried out a similar evaluation that relied primarily on CVRD’s evaluation of its controls.  
nt limitations 

o m
ffective d ure controls and procedures can only provide reasonable assurance of achieving their control 

ed upon our evalu
n

hat re controls and proce
ra

ubmit  the Exchange Act is recorded, processed, summarized and reported, within the time periods 
applicable rules and forms, and that i
g

hang ernal Controls 

and Vale Overseas fiscal year ended December 31, 2005 that has materially affected or is 
y to materially affect CVRD’s or Vale Overseas’ internal

tem 1 it Committee Financial Expert  

d
 Council the necessary powers to qualify for the exemption from the audit committee requireme
ange Act Rule 10A-3(c)(3).  Our Board of Directors has determined that one of the mem

Aníbal Moreira dos Santos, is the audit committee financial exp
able independence requirements for Fiscal Council membership un

he New 
nce of o

tock Exchange independence re
iance on the exemption set fo

tem 1 e of Ethics  

CV adopted a code of ethics that applies to all Board memb
ncludi ief Executive Officer and the Chief Financial Office

o applicable to Vale Overseas and appl
hese c thics on our website:  http://www.cvrd.com.br/cvrd_
opies
ver o

des of ethics may be obtained without charge by
 20-F.  Neither CVRD nor Vale Overseas has gran

rovisi code of ethics to the officers described above since a

ountant Fees and Services  

untant Fees 

Pric ouseCoopers Audito

 Year ended December 31, 
 2005 

 (thousands of US$) 
Audit Fees ............................................................................................................. US$  1,075 US$  1,470 
Audit-Related Fees ............................................................................................... 2,455 2,736 
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Tax Fees ................................................................................................................        94   85 
All Other Fees ....................................................................................................... — - 
Total Fees.............................................................................................................. US$  3,624 US$  4,291 

 

“Audit Fees” are the aggregate fees billed by Pric consolidated and 
annual financial statements, reviews of interim financial statements and attestation services that are provided in 
connection with statutory and regulatory filings or engagements.  “Audit-Related Fees” are fees charged by 
PricewaterhouseCoopers for assurance and related se  th elated to the performance of the 
audit or review of our financial statements and are not r 004 and 2005, Audit-
Related Fees consisted primarily of fees for services r  to CVRD’s p ent required 

nder Section 404 of the Sarbanes-Oxley Act.  “Tax Fees” relate primarily al federal tax 
nd review of accuracy of the tax computation procedures with respect to income tax and sales taxes. 

Audit Committee Pre-Approval Policies and Procedures 

Our Fiscal Council currently serves as our audit comm  purpo ct of 2002.  
ur Fiscal Council requires management to obtain the Fiscal Council’s approval before engaging our independent 

auditors to provide any audit or permitted non-audit services to us or our consolidated subsidiaries.  Pursuant to this 
policy, our Fiscal Council is required to pre-approve all audit and non-audit services provided to CVRD and its 
consolidated subsidiaries by their respective independent auditors. 

Our Fiscal Council has adopted a pre-approval p for ovided to CVRD and 
its consolidated subsidiaries.  Under the policy, the Fi ices based 
on detailed proposals from our auditors up to specifie one its s  are not 
listed or that exceed the specified limits must be separately pre-approved Council 

 provided with reports on the services provided under the policy on a pe sis, and the list of pre-approved 
rvices is updated periodically.  The policy also sets forth a list of prohibited services.  Internal control related 

services must be specifically pre-approved by the Fiscal Council. 

Item 16D.  Exemptions from the Listing Standards for A mm

 Under the listed company audit committee rules of the NYSE and t uly 31, 2005, we are 
quired to comply with Exchange Act Rule 10A-3, which requires that we either establish an audit committee 

composed of members of the Board of Directors that meets specified requirements or designate and empower our 
fiscal council to perform the role of the audit committee in reliance on the exemption set forth in Exchange Act Rule 

gnated and empowered our Fiscal Council to perform this role on July 19, 2005, pursuant to 
 by-laws approved by the shareholders’ meeting held at such date.  In our assessment, our fiscal 

ouncil will be able to act independently and to satisfy the other requirements of Exchange Act Rule 10A-3. 

Item 16E. Purchases of Equity Securities by the Issuer and Affiliated Purchasers  

In 2005, neither CVRD nor any affiliated purchaser purchased or repurchased any of CVRD’s equity securities. 

PART III 

Item 17. Financial Statements 

The Registrant has responded to Item 18 in lieu of responding to this Item. 

Item 18. Financial Statements 

Reference is made to pages F-1 to F-46.  

Item 19. Exhibits 

Exhibit 
Number 

 

ewaterhouseCoopers for the audit of our 

rvices
o
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r “A rep ted unde udit Fees.”  In 2
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to the review of the annuu

return a

ittee for ses of the Sarbanes-Oxley A
O

olicy 
scal C

 audit and non-audit services pr
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-approved a detailed list of serv

d m et forth in the policy.  Services that
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he SEC, effective J
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10A-3(c)(3).  We desi
an amendment to our
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1.1 Bylaws of Companhia Vale do Rio Doce, as amended April 27, 2006 (English translation)  
  
1.2 (*) Memorandum & Articles of Association of Vale Overseas Limited 
  
1.3 (**) Amendment to the Memorandum & Articles of Association of Vale Overseas Limited dated March 

6, 2002.   
  
1.4 (**) Amendment to the Memorandum & Articles of Association of Vale Overseas Limited dated July 

23, 2003. 
  
1.5 (**) Amendment to the Memorandum & Articles of Association of Vale Overseas Limited dated 

January 7, 2004 
  
8 List of Subsidiaries 
  
12.1 Certification of Chief Executive Officer of CVRD pursuant to Rules 13a-14 and 15d-14 under the 

Securities Exchange Act of 1934.   
  
12.2 Certification of Chief Financial Officer of CVRD pursuant to Rules 13a-14 and 15d-14 under the 

Securities Exchange Act of 1934. 
  
12.3 Certification of Director and Principal Executive Officer of Vale Overseas pursuant to Rules 13a-

14 and 15d-14 under the Securities Exchange Act of 1934. 
  
12.4 Certification of Director and Principal Financial Officer of Vale Overseas pursuant to Rules 13a-14 

and 15d-14 under the Securities Exchange Act of 1934. 
  
13.1 Certification of Chief Executive Officer and Chief Financial Officer of CVRD, pursuant to Section 

906 of the Sarbanes-Oxley Act of 2002. 
 

13.2 Certification of Director and Principal Executive Officer and Director and Principal Financial 
Officer of Vale Overseas, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
 

14.1 Consent of PricewaterhouseCoopers (CVRD and Vale Overseas). 

14.2 Consent of Trevisan (Albras). 

14.3 Consent of Trevisan (Alunorte). 

14.4 Consent of Deloitte Touche Tohmatsu (Docenave). 

14.5 Consent of Deloitte Touche Tohmatsu (Hispanobras). 

14.6 Consent of Deloitte Touche Tohmatsu (Itabrasco). 

14.7 Consent of Deloitte Touche Tohmatsu (Kobrasco). 

14.8 Consent of Deloitte Touche Tohmatsu (MRN). 

14.9 Consent of Deloitte Touche Tohmatsu (Nibrasco). 

14.10 Consent of Deloitte Touche Tohmatsu (Valesul). 

14.11 Consent of Deloitte Touche Tohmatsu (RDM). 

14.12 Consent of Deloitte Touche Tohmatsu (Urucum). 

14.13 Consent of AMEC 
 

 
(*) Incorporated by reference to the annual report on Form 20-F of CVRD and Vale Overseas Limited for the year ended 

December 31, 2002. 
(**) Incorporated by reference to the annual report on Form 20-F of CVRD and Vale Overseas Limited for the year ended 

December 31, 2003. 
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SIGNATURES 

The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly 
caused and authorized the undersigned to sign this annual report on its behalf. 

COMPANHIA VALE DO RIO DOCE 

By: /s/ Roger Agnelli 
 Name: Roger Agnelli 
 Title: Chief Executive Officer 

 

By: /s/ Fabio de Oliveira Barbosa 
 Name: Fabio de Oliveira Barbosa 
 Title: Chief Financial Officer 

 

VALE OVERSEAS LIMITED 

By: /s/ Fabio de Oliveira Barbosa 
 Name: Fabio de Oliveira Barbosa 
 Title: Director and Principal Executive 

Officer 
 

By: /s/ Leonardo Moretzsohn de Andrade 
 Name: Leonardo Moretzsohn de Andrade 
 Title: Director and Principal Financial 

Officer 
 

Date: May 25, 2006 
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