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Report of Independent Registered

Public Accounting Firm

To the Board of Directors and Stockholders

Companhia Vale do Rio Doce

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

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

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

PricewaterhouseCoopers

Auditores Independentes

Rio de Janeiro, Brazil
February 19, 2009
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Management s Report on Internal Control over Financial Reporting

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

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

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

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

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

By:

Name: Roger Agnelli
Title: Chief Executive Officer

By:
Name: Fabio de Oliveira Barbosa

Title: Chief Financial Officer
Date: February 19, 2009
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Consolidated Balance Sheets
Expressed in millions of United States Dollars

Assets

Current assets

Cash and cash equivalents
Short term investments
Accounts receivable
Related parties

Unrelated parties

Loans and advances to related parties
Inventories

Deferred income tax
Recoverable taxes

Other

Property, plant and equipment, net, and intangible assets
Investments in affiliated companies, joint ventures and other investments
Other assets

Goodwill on acquisition of subsidiaries

Loans and advances

Related parties

Unrelated parties

Prepaid pension cost

Prepaid expenses

Judicial deposits

Advances to suppliers energy

Recoverable taxes

Unrealized gains on derivative instruments

Other

TOTAL

December 31,
2008

10,331
2,308

137
3,067
53
3,896
583
1,993
870

23,238

49,329
2,408

1,898

77
622
223

1,141
408
394

32

161

4,956

79,931

December 31,
2007

1,046

281
3,671
64
3,859
603
1,159
697

11,380

54,625
2,922

3,791

3

127
1,009
200
1,124
574
199
673
90

7,790

76,717
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Consolidated Balance Sheets

Expressed in millions of United States Dollars

(Except number of shares)

Liabilities and stockholders equity
Current liabilities

Suppliers

Payroll and related charges

Current portion of long-term debt
Short-term debt

Loans from related parties

Provision for income taxes

Taxes payable and royalties

Employees postretirement benefits
Railway sub-concession agreement payable
Unrealized losses on derivative instruments
Provisions for asset retirement obligations
Minimum mandatory dividends payable
Other

Long-term liabilities

Employees postretirement benefits
Long-term debt

Provisions for contingencies (Note 20 (b))
Unrealized losses on derivative instruments
Deferred income tax

Provisions for asset retirement obligations
Railway sub-concession agreement payable
Other

Minority interests

Commitments and contingencies (Note 20)

Stockholders equity

Preferred class A stock - 7,200,000,000 no-par-value shares authorized and

2,108,579,618 (2007 - 1,919,516,400) issued

Table of Contents

(Continued)
December
31, December 31,
2008 2007

2,261 2,430
591 734
633 1,249
167
77 6
502 1,198
55 322
102 131
400 210
346
48 64
2,068 2,683
500 543
7,237 10,083
1,485 2,204
17,535 17,608
1,685 2,453
573 5
4,005 5,725
839 911
210
1,525 1,687
27,647 30,803
2,491 2,555
9,727 4,953
15,262 7,742
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Common stock - 3,600,000,000 no-par-value shares authorized and
3,256,724,482 (2007 - 2,999,797,716) issued
Treasury stock - 76,854,304 (2007 - 30,341,144) preferred and 74,937,899

(2007 - 56,582,040) common shares (1,141) (389)
Additional paid-in capital 393 498
Mandatorily convertible notes common shares 1,288 1,288
Mandatorily convertible notes preferred shares 581 581
Other cumulative comprehensive income (loss) (11,510) 1,655
Undistributed retained earnings 18,340 15,317
Unappropriated retained earnings 9,616 1,631
42,556 33,276
TOTAL 79,931 76,717

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

Expressed in millions of United States Dollars

(Except per share amounts)

Operating revenues, net of discounts,
returns and allowances

Sales of ores and metals

Aluminum products

Revenues from logistic services
Other products and services

Taxes on revenues

Net operating revenues

Operating costs and expenses
Cost of ores and metals sold
Cost of aluminum products
Cost of logistic services
Other

Selling, general and administrative
expenses

Research and development expenses
Impairment of goodwill

Other

Operating income

Non-operating income (expenses)
Financial income

Financial expenses

Gains (losses) on derivatives, net

Foreign exchange and indexation gains

(losses), net
Gain on sale of investments

Table of Contents

Three-month period ended

(unaudited)

December September December

31,2008 30,2008 31, 2007

6,052 10,425 7,213

779 889 672

310 473 389

301 335 138

7,442 12,122 8,412
(187) (383) (249)

7,255 11,739 8,163
(2,730) (4,051) (3,687)
(529) (684) (486)
(190) (272) (231)
(71) (109) (100)
(3,520) (5,116) 4,504)
(708) (374) (424)
(295) (331) (262)

(950)

(719) (383) (290)
(6,192) (6,204) (5,480)
1,063 5,535 2,683

247 277 58
(399) (457) (554)
(586) (587) 316
(241) (321) 315
979) (1,088) 135

84 4,447 2,818

Year ended of December 31,

2008

32,779
3,042
1,607
1,081

38,509
(1,083)

37,426

(14,055)
(2,267)
(930)
(389)

(17,641)
(1,748)
(1,085)

(950)
(1,254)

(22,678)

14,748

602
(1,765)
(812)

364
80

(1,531)

13,217

2007

28,441
2,722
1,525

427

33,115
(873)

32,242

(13,628)
(1,705)
(853)
277)
(16,463)

(1,245)
(733)

(607)
(19,048)
13,194

295
(2,517)
931

2,553
777

2,039

15,233

2006

16,511
2,381
1,376

95

20,363
(712)

19,651

(7,946)
(1,355)
(777)
(69)
(10,147)

(816)
(481)

(570)
(12,014)
7,637
327
(1,222)
(116)

529
674

192

7,829

10
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Income before income taxes, equity
results and minority interests

Income taxes
Current
Deferred

Equity in results of affiliates, joint
ventures and other investments
Minority interests

Net income

Basic and diluted earnings per share
Earnings per preferred share

Earnings per common share

Earnings per prefered share linked to (*)
Earnings per common share linked to (*)

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

: Companhia Vale do Rio Doce - Form 6-K

966
219

1,185
125
(27)

1,367

0.25
0.25
0.76
0.81

477)
621

144
290
(60)

4,821

0.94
0.94
1.19
1.25

(610)
394

(216)
136
(165)

2,573

0.52
0.52
0.79
0.85

(1,338)
803

(535)
794
(258)

13,218

2.58
2.58
4.09
4.29

(3,901)
700

(3,201)
595
(802)

11,825

241
241
3.30
3.51

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

(1,134)
(298)

(1,432)
710
(579)

6,528

1.35
1.35
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Consolidated Statements of Cash Flows
Expressed in millions of United States Dollars

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

Cash flows from operating
activities:
Net income 1,367 4,821 2,573 13,218 11,825 6,528
Adjustments to reconcile net
income to cash from
operations:
Depreciation, depletion and
amortization 568 713 737 2,807 2,186 997
Dividends received 116 126 112 513 394 516
Equity in results of affiliates,
joint ventures and other
investments (125) (290) (136) (794) (595) (710)
Deferred income taxes (219) (621) (394) (803) (700) 298
Impairment of goodwill 950 950
Loss on disposal of property,
plant and equipment 10 243 104 376 168 106
Gain on sale of investments (80) (777) (674)
Foreign exchange and
indexation losses (gains), net 740 1,133 (266) 451 (2,827) 917)
Unrealized derivative losses
(gains), net 586 587 (326) 812 917 116
Minority interests 27 60 165 258 802 579
Unrealized interest
(income) expense, net 3) 83 (23) 116 102 36
Others 17 1 46 3) 115 (93)
Decrease (increase) in assets:
Accounts receivable 1,615 (1,481) 135 (466) 235 (438)
Inventories 43) 77 (558) (467) (343) 859
Others (171) 5 80 (242) (292) (12)
Increase (decrease) in
liabilities:
Suppliers 200 237 429 703 998 47
Payroll and related charges (25) 97 106 1 170 (86)
Income taxes 119 (291) (582) (140) 393 84
Others 564 (14) 260 (96) 75 90
Net cash provided by
operating activities 6,293 5,332 2,462 17,114 11,012 7,232
Cash flows from investing
activities:
Short term investments (1,674) (634) (2,308)

Loans and advances receivable

Table of Contents 12
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Related parties

Loan proceeds

Repayments

Others

Judicial deposits

Investments

Property, plant and equipment
Proceeds from disposal of
investments

Proceeds from disposals of
property, plant and equipment
Acquisition of subsidiaries, net
of cash acquired

Net cash used in investing
activities

Cash flows from financing
activities:

Short-term debt, additions
Short-term debt, repayments
Loans

Related parties

Loan proceeds

Repayments

Issuances of long-term debt
Related parties

Others

Repayments of long-term debt
Others

Treasury stock

Mandatorily convertible notes
Capital increase

Dividends and interest
attributed to stockholders
Dividends to minority interest

Net cash provided by (used in)
financing activities

Increase (decrease) in cash and
cash equivalents

Effect of exchange rate
changes on cash and cash
equivalents

Cash and cash equivalents,
beginning of period

Cash and cash equivalents, end
of period

Table of Contents

3)

18

24
(71)
(19)
(3,689)

(5,414)

(125)

33

253

(65)
(752)

(1,600)
(56)

2,311)

(1,432)

(2,863)

14,626

10,331

15
(40)
(26)
(85)

(1,553)

(2,323)

65
(65)

(16)

71

(313)

12,190

11,932

14,941

(2,469)

2,154

14,626

(32)

(1
(50)
(230)
(2,747)

(3,060)

2,021
(1,877)

(39)

646

(114)

(1,050)

(429)

(841)

(1,439)

(23)

2,508

1,046

(37
58
(15)
(133)
(128)
(8,972)

134

(11,401)

1,076
(1,311)

54
(20)
1,890

(1,130)
(752)

12,190

(2,850)

(143)

9,004

14,717

(5,432)

1,046

10,331

(33)
10

(125)
(324)
(6,651)

1,042

(2,926)

(9,006)

4,483
(5,040)

259
(273)

7,212
(11,130)

1,869

(1,875)
(714)

(5,209)

(3,203)

(199)

4,448

1,046

(18)
11
(16)
(78)
(107)
(4,431)
837
49

(13,201)

(16,954)

4,912
(4,233)

10
(50)

14
21,993

(7,635)
(301)

(1,300)
(65)

13,345

3,623

(216)

1,041

4,448

13
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Cash paid during the period

for:

Interest on short-term debt (D) (8) (11D 49)
Interest on long-term debt (314) (305) (361) (1,255) (1,289)
Income tax (149) (726) (732) (2,867) (3,284)

Non-cash transactions
Interest capitalized 185 14 15 230 78
Issuance of preferred stock for
the acquisition of Caemi, net
of cash acquired
The accompanying notes are an integral part of these consolidated financial statements.

)
(565)
(586)

126

2,552

Table of Contents
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Consolidated Statements of Changes in Stockholders Equity
Expressed in millions of United States Dollars
(except number of shares and per-share amounts)

Three-month period ended (unaudited)
December September December
31, 2008 30, 2008 31, 2007
Preferred class A
stock (including
twelve special
shares)
Beginning of the
period 9,727 4,953 4,953
Capital increase 4,774
Transfer from
undistributed
retained earnings

End of the period 9,727 9,727 4,953

Common stock

Beginning of the

period 15,262 7,742 7,742
Capital increase 7,520

Transfer from

undistributed

retained earnings

End of the period 15,262 15,262 7,742

Treasury stock

Beginning of the

period (389) (389) (389)
Acquisitions (752)

End of the period (1,141) (389) (389)

Additional

paid-in capital

Beginning and

end of the period 393 498 498
Change in the

period (105)

End of the period 393 393 498
Mandatorily

convertible notes
common shares

Table of Contents

Year ended of December 31,

2008 2007 2006
4,953 4,702 2,150
4,774 2,552

251
9,727 4,953 4,702
7,742 3,806 3,806
7,520
3,936
15,262 7,742 3,806
(389) (389) (301)
(752) (88)
(1,141) (389) (389)
498 498 498
(105)
393 498 498

15



Beginning and
end of the period

Mandatorily
convertible notes
preferred shares
Beginning and
end of the period

Other cumulative
comprehensive
income (deficit)
Cumulative
translation
adjustments
Beginning of the
period

Change in the
period

End of the period

Unrealized gain
(loss)
available-for-sale
securities, net of
tax

Beginning of the
period

Change in the
period

End of the period

Surplus

(deficit) accrued
pension plan
Beginning of the
period

Change in the
period

End of the period
Cash flow hedge
Beginning of the
period

Change in the
period

End of the period

Table of Contents
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1,288 1,288 1,288 1,288 1,288
581 581 581 581 581
(3,993) 2,842 1,003 1,340 (1,628)
(7,500) (6,835) 337 (12,833) 2,968
(11,493) (3,993) 1,340 (11,493) 1,340
(79) 111 229 211 271
96 (190) (18) (194) (60)
17 (79) 211 17 211
(304) 164 540 75 353
270 (468) (465) (109) (278)
34) (304) 75 34) 75
28 8 23 29
(28) 20 6 (29) 29
28 29 29

(2,856)
1,228

(1,628)

127
144

271

460
(107)

353

16



Total other
cumulative
comprehensive
income (deficit)

Undistributed
retained earnings
Beginning of the
period

Transfer from/to
unappropriated
retained earnings
Capitalized
earnings

End of the period

Unappropriated
retained earnings
Beginning of the
period

Net income
Interest on
mandatorily
covertible debt
Preferred class A
stock

Common stock
Dividends and
interest attributed
to stockholders
equity

Preferred class A
stock

Common stock
Appropriation
from/to
undistributed
retained earnings

End of the period
Total

stockholders
equity

Number of
shares:

Edgar Filing: Companhia Vale do Rio Doce - Form 6-K

(11,510)

14,183

4,157

18,340

14,521
1,367

(15)
(32)

(806)
(1,262)

(4,157)

9,616

42,556

(4,348)

17,021

(2,838)

14,183

6,886
4,821

®)
(16)

2,838

14,521

51,218

2,108,579,618 2,108,579,618

Table of Contents

1,655

6,560

8,757

15,317

10,524
2,573

®)
(18)

(1,049)
(1,634)

(8,757)

1,631

33,276

(11,510)

15,317

3,023

18,340

1,631
13,218

(46)
(96)

(806)
(1,262)

(3,023)

9,616

42,556

1,919,516,400 2,108,579,618

1,655

9,555

9,949
(4,187)

15,317

2,505
11,825

(22)
(45)

(1,049)
(1,634)

(9,949)

1,631

33,276

1,919,516,400

(1,004)

4,357

5,198

9,555

3,983
6,528

(1,098)
(1,710)

(5,198)

2,505

19,673

1,919,516,400
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Preferred class A
stock (including
twelve special

shares)

Common stock 3,256,724,482  3,256,724,482  2,999,797,716  3,256,724,482  2,999,797,716  2,999,797,716
Buy-backs

Beginning of the

period (86,922,944)  (86,923,052)  (86,923,184)  (86,923,184)  (86,927,072)  (56,627,872)
Acquisitions (64,869,259) (64,869,259) (30,299,200)
Sales 108 240 3,888

End of the period  (151,792,203) (86,922,944) (86,923,184)  (151,792,203) (86,923,184) (86,927,072)
5,213,511,897  5,278,381,156  4,832,390,932  5,213,511,897 4,832,390,932  4,832,387,044

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

Expressed in millions of United States Dollars, unless otherwise stated
1 The Company and its operation

Companhia Vale do Rio Doce ( Vale ,the Company or we )is a limited liability company incorporated in Brazil.
Operations are carried out through Vale and our subsidiary companies, joint ventures and affiliates, and mainly

consist of mining, non-ferrous metal production, logistics and steel activities.

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

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

2 Basis of consolidation

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

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

We define joint ventures as businesses in which we and a small group of other partners each participate actively

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

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

Summary of significant accounting policies

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

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

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

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

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

All assets and liabilities have been translated to U.S. Dollars at the closing rate of exchange at each balance sheet
date (or, if unavailable, the first available exchange rate). All statement of income accounts have been translated
to U.S. Dollars at the average exchange rates prevailing during the respective periods. Capital accounts are
recorded at historical exchange rates. Translation gains and losses are recorded in the Cumulative Translation

Adjustments account ( CTA ) in stockholders equity. The results of operations and financial position of our entities

that have a functional currency other than the U.S. Dollar, have been translated in accordance with SFAS 52.

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

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

(b) Cash equivalents and short-tem investment
Cash flows from overnight investments and fundings are reported net. Short-term investments that have a ready
market and original maturities of 90 days or less are classified as Cash equivalents . The remaining investments,
with longer maturities are stated at fair value and presented as Short-term investments .

(c) Long-term

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

(d) Inventories

Inventory is recorded at the average cost of purchase or production, reduced to market value (net realizable value
less a reasonable margin) when lower.
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We classify proven and probable reserve quantities attributable to stockpiled inventories as inventories and
account for them as processed when they are removed from the mine. These reserve quantities are not included in
the total proven and probable reserve quantities used in the units of production, depreciation, depletion and
amortization calculations.

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

10
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(e) Removal of waste materials to access mineral deposits

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

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

(f) Property, plant and equipment and Intangible Assets

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

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

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

(g) Business combinations

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

We assign goodwill to reporting units and test each reporting unit s goodwill for impairment at least annually, and
whenever circumstance indicating that recognized goodwill may not be fully recovered are identified. We

perform the annual goodwill impairment tests during the last quarter of the year using September 30 as our base
date.

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

(h) Impairment of long-lived assets
All long-lived assets, are tested to determine if they are recoverable from operating earnings on an undiscounted

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

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

(j) Compensated absences

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

11
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(k)

U)

(m)

(n)

(0)

(p)

(@)

Derivatives and hedging activities

We apply SFAS 133 Accounting for Derivative Financial Instruments and Hedging Activities , as amended. This
standard requires that we recognize all derivative financial instruments as either assets or liabilities on our

balance sheet and measure such instruments at fair value. Changes in the fair value of derivatives are recorded in
each period in current earnings or in other comprehensive income, in the latter case depending on whether a
transaction is designated as an effective hedge and has been effective during the period.

Asset retirement obligations

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

Revenues and expenses

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

Income taxes

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

Earnings per share

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

Interest attributed to stockholders equity (dividend)

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

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

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

(r) Pension and other post retirement benefits

We sponsor private pension and other post retirement benefits for our employees which are actuarially

determined and recognized as an asset or liability or both depending on the funded or unfunded status of each

plan in accordance with SFAS 158 Employees Accounting for Defined Benefit Pension and Other Post
retirement Plans . The cost of our defined benefit and prior service costs or credits that arise during the period and
are not components of net periodic benefit costs are recorded in other cumulative comprehensive income

(deficit).

12
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4

Recently-issued accounting pronouncements

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

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

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

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

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

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

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

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

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

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

5 Major acquisitions and disposals

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

In October, 2007 we were awarded, in a public auction, a 30-year sub-concession agreement to operate the
Ferrovia Norte Sul S.A.  FNS railway for R$1,482 million equivalent to US$837 at the exchange rate in effect on
that date, payable in three installments. The first installment, equivalent to US$412 and corresponding to 50%

was paid in December 2007. The second and third installments, each representing 25% of the total amount, are to
be paid upon the completion of the railroad. The outstanding installments are indexed to the general price index
(IGP-DI) and accrue interest of 12% p.a. This sub-concession right has been accounted for as an intangible asset
(Note 11).

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

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

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

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

In April 2007, we concluded the acquisition of 100% of Vale Australia (formerly AMCI Holdings Australia Pty

AMCI HA), a private company based in Australia, which owns and operates coal mines in that country, for
US$656.
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6 Income taxes

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

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

rates as follows:

Three-month period ended (unaudited)

December 31, 2008 September 30, 2008 December 31, 2007

Brazil Foreign Total Brazil Foreign Total Brazil Foreign Total
Income before income
taxes, equity results and
minority interests (2,489) 2,573 84 334 4,113 4,447 1,299 1,519 2,818
Tax at Brazilian
composite rate 846 (875) 29 114 (1,398 (1,512 (442) (516) (958)
Adjustments to derive
effective tax rate:
Tax benefit on interest
attributed to
stockholders 238 238 278 278 129 129
Difference on tax rates
of foreign income 347 347 808 808 7717 777
Exchange variation not
taxable 667 667 633 633 (101) (101)
Tax incentives (48) (48) 14 14 7 7
Other non-taxable gains
(losses) (68) 78 10 57 (134) (77) (12) (58) (70)
Income taxes per
consolidated statements
of income 968 217 1,185 235 91) 144 (318) 102 (216)

Year ended of December 31,
2008 2007 2006
Brazil Foreign Total Brazil Foreign Total Total

Income before income taxes,
equity results and minority
interests 2,434 10,783 13,217 7,769 7,464 15,233 7,829
Tax at Brazilian composite rate (828) (3,667) (4,495) (2,641) (2,538) (5,179) (2,662)

Adjustments to derive effective tax
rate:
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Tax benefit on interest attributed to

stockholders 692 692 474 474 343
Difference on tax rates of foreign

income 1,728 1,728 1,729 1,729 1,129
Exchange variation not taxable 982 982 (290) (290) (125)
Tax incentives 53 53 173 173 194
Valuation allowance reversal

(provision) 16 16 21
Other non-taxable gains (losses) 287 218 505 64 (188) (124) (290)

Income taxes per consolidated
statements of income 204 (739) (535) (1,914) (1,287) (3,201) (1,432)

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

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

We are subject to examination by the tax authorities for up to five years regarding our operations in Brazil, ten years
for Indonesia, and five and six years for Canada, except for Newfoundland which has no limit.
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Brazilian tax loss carryforwards have no expiration date though offset is restricted to 30% of annual taxable income.
Effective January 1, 2007, the Company adopted the provisions of FASB Interpretation No. 48, Accounting for
Uncertainty in Income Taxes .

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

As of December 31,
2008 2007
Beginning of the period 1,046 663
Increase resulting from tax positions taken 103 264
Decrease resulting from tax positions taken (261) (C9))
Changes in tax legislation 2 29
Cumulative translation adjustments (233) 137
End of the period 657 1,046
Recognized deferred income tax assets and liabilities are composed as follows:
As of December 31,
2008 2007
Current deferred tax assets
Accrued expenses deductible only when disbursed 583 603
Long-term deferred tax assets and liabilities
Assets
Employee postretirement benefits provision 171 461
Tax loss carryforwards 119 348
Other temporary differences 548
Asset retirement obligation 207 195
1,045 1,004
Liabilities
Fair value of financial instruments (326) (173)
Unrealized tax indexation effects (108) (138)
Property, plant and equipment 47 (150)
Prepaid retirement benefit (199) (203)
Fair value adjustments in business combinations (4,446) (5,770)
Other temporary differences 198 (191)
(4,928) (6,625)

Valuation allowance
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Beginning balance
Translation adjustments
Change in allowance

Ending balance

Net long-term deferred tax liabilities

(104)
18

(36)

(122)

(4,005)

16

(113)

(20)
29

(104)

(5,725)
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7  Cash and cash equivalents

As of Decem