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IHHSubsidiérias =
controladas

ACESITA SERVICOS, COMERCIO, INDUSTRIA E PARTICIPACOES LTDA. (ASCIPAR)

Comércio nacional e internacional e prestagdo de servigos de corte e acabamento
em produtos metallrgicos em geral, mediante compra e venda, interna ou externa,
e intermediacao de negdcios; administracao de participacbes em empresas indus-
triais, comercias e em outras sociedades. Possui filiais de prestacao de servico em
S&o Paulo, Campinas e Timéteo.

INOX TUBOS SA.

Prestacao de servico, producéo e comercializagéo de tubos de aco inox com costura da
série austenitica 3XX, que contém niquel como liga metdlica.

ACESITA ARGENTINA SA.

Importacao, exportagéo, compra e venda, distribuicdo, representacéo e comercializacao,
processamento e transformacdo de acos inoxidaveis planos e ndo planos, acos sili-
ciosos, agos alto carbono, produtos ndo planos (exceto tubos) e produtos de aco fun-
dido, principalmente no mercado argentino.

ACESITA ENERGETICA LTDA.

Producéo, processamento e comercializacao de carvdo vegetal para fins energéti-
cos e industriais e, subsidiariamente, atividades de aproveitamento e exploracao de
jazidas minerais (em todo o territério nacional), agroindistrias, agropecuérias e
servicos técnicos a elas relacionados.

PRESERVAR - MADEIRA REFLORESTADA LTDA.

Processamento, importacéo e exportacao de carvao vegetal e prestagéo de servigos de
tratamento de madeira e servicos de serraria e carpintaria em geral.

ACESITA CENTROS DE SERVIGOS LTDA.

Comercializacdo, importacao, exportacao e prestacdo de servicos de corte e acabamen-
to em produtos metaldrgicos em geral.

ACESITA INTERNATIONAL LTD.

Intermediacéo de operagdes comerciais e financeiras da Acesita no exterior.

ACESITA EXPORT AND TRADE LTD.

Intermediacdo de operagdes comerciais e financeiras da Acesita no exterior.
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IHH Subsidiaries and
controlled companies

ACESITA SERVICOS, COMERCIO, INDUSTRIA E PARTICIPACOES LTDA (ASCIPAR)

National and international trade, steel cutting and finishing services, purchase and
sale, export, import and business intermediation, management of the Company's
interest in industrial, commercial and in other partnerships. It has services branches
in S&o Paulo, Campinas and Timéteo.

INOXTUBOS S.A.
Rendering of services, production and sale of series AISI 3XX stainless steel seamed
tubes, from the austenitic series that have nickel as its metal alloy.

ACESITA ARGENTINA SA.

Import, export, purchase and sale, distribution, representation and trading, processing
and transformation of flat and non-flat stainless steel, silicon steels, high carbon steel,
non-flat products (except tubes) and cast steel products, especially in the Argentinean
market.

ACESITA ENERGETICA LTDA.

Production, processing and trading of charcoal for energetic and industrial purposes
and, secondarily, activities relating to the utilization and exploitation of ore beds (in
the whole national territory), agribusiness, cattle raising and technical services rela-
ted thereto.

PRESERVAR - MADEIRA REFLORESTADA LTDA

Processing, import and export of charcoal and rendering of services for wood treatment,
sawmill and carpentry services in general.

ACESITA CENTROS DE SERVICOS LTDA

Trading, import, export and rendering of cutting and finishing services related to metal pro-
ducts in general.

ACESITA INTERNATIONAL LTD.

Intermediation of Acesita's commercial and financial transactions abroad.

ACESITA EXPORT AND TRADE LTD.

Intermediation of Acesita's commercial and financial transactions abroad.



Estrutura societaria
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Shareholding structure

Acesita Servicos Com.,,
Ind. e Part. Ltda.

‘ Inox Tubos S.A.

50,00% / 43,85%

Filiais
Usina, SP, RS, ES

100% ./ 100% | | |
' Filiais: Amorim, Campinas, '
Reprocinox e Celfi
i Acesita
Argentina SA.
I 98% / 98%
Acesita Centros (*)
de Servicos Ltda.
| 100% / 100%
Acesita
Energética Ltda.
L 100% / 100%
' Filial Cetubos '
Acesita
International Ltd.
o ech Preservar Mad.
Reflor. Ltda.
50% / 50%
Acesita Export
and Trade
100% / 100%

Posicdo em 31 de dezembro 2006

KA AAKY% Participagdo no
Capital Votante
da Empresa

Positio

XX XX%  Participagao no
Capital Total
da Empresa

ns as at december 31, 2006

XK XXK% Interest in the
Company's
Voting Capital

XX XX% Interest in the
Conpany's
Total Capital

(") A Acesita International Limited possui 1 quota de seu capital

(*) Acesita International Limited has 1 share of its capital



Principais indicadores
Main indicators

Resultados anuais Acesita

Acesita's annual Results

2002 2003 2004 2005 2006 Variagéo %
Variations %

Resultado liquido (R$milhdes) (302,9) 235,1 680,2 588,9 632,1 73
Net income (R$ million)

Volume de vendas (mil t.) 670,6 716,4 768,4 709,7 765,1 78
Sales volume ('000 tons)

Receita liquida (R$ milhdes) 1.6977 2.280,7 3.162,8 3.109,1 3.442,4 10,7
Net revenue (R$ million)

Lucro bruto (R$ milhdes) 502,3 599,8 1.196,6 9673 1.101,9 139
Gross profit (R$ million)

Margem bruta (%) 29,6 26,3 378 31,1 32,0 -
Gross margin (%)

Resultado operacional - EBIT (R$ milhdes) 3285 381,3 908,2 660,1 709,7 75
Operating result - EBIT (R$ million)

Geracéo de caixa EBITDA (R$ milhdes) 4319 500,3 1.042,0 790,0 874,6 10,7
Cash generation EBITDA (R$ million)

Margem EBITDA (%) 95,4 219 329 95,4 95,4 -
EBITDA margin (%)

Patriménio liquido (R$ milhdes) 83738 1.032,5 1.5622,8 23445 2.746,7 172
Shareholders' equity (R$ million)

Capex (R$ milhdes) 56,5 33,2 69,4 92,6 112,0 21,0
Capex (R$ million)

Ativo total (R$ milhdes) 499296 3.815,3 3.851,0 4.952,6 4.5925,1 6,4
Total assets (R$ million)

Divida bruta consolidada (R$ milhdes) 2.650,5 2.028,1 1.4117 813,1 495,0 (39,1)
Consolidated gross debt (R$ million)

Disponibilidade em caixa (R$milhdes) 158.688 470.090 477847 384.065 557.868 453
Cash avaiability (R$ million)

Numero de empregados (efetivo real) 2.997 3.169 3.148 3.112 2.937 (5,6)
Headcount (actual workforce)

Produtividade (tonelada/empregado®) 236,4 236,3 265,0 232,2 275,6 18,7
Productivity (ton/employee”)

Taxa de freqiéncia de acidentes 3,50 4,68 2,61 2,69 1,47 =
Accident frequency rate

N° de acdes (mil) 745.483.780 745.483.780 74548 74548 74548 0,0
No. of shares ('000)

N° de acdes em tesouraria 2543916 2543916 254 254 254 0,0

No. of shares held in treasury

*acgo bruto. " crude steel
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IHH Fatos relevantes

10 de novembro/05

Os fundos de penséo Petros e Previ ven-
deram, em conjunto, 6.144.179 acdes or-
dindrias, ao preco de R$ 45,00 por aco, a
partir do exercicio de opgéo da Usinor pre-
visto no Contrato de Opgao de Compra e

Venda firmado entre as partes. Com isso, a
participacdo do grupo Arcelor Mittal (entao
grupo Arcelor) na Acesita passou de
38,94% no capital votante para 63,61% e
de 27,68% para 35,93% no capital total.

5 de janeiro/06

A Fundagéo Sistel de Seguridade Social -
SISTEL vendeu 3.021.236 acgodes ordi-
narias ao preco de R$ 45,08 por agéo pa-
ra a Arcelor Spain Holding, elevando a
participagdo do grupo Arcelor Mittal para
75,75% do capital votante e 39,98% do
capital total.

97 de abril/06

O grupo Arcelor Mittal, por meio de sua
subsidiaria Arcelor Spain Holding SL,
realizou Oferta Publica de Aquisicéo de
Acoes Ordinérias (obrigatéria) e outra de
Acdes Preferenciais (voluntéria) emitidas
pela Acesita SA, tendo a liquidagao fisica
e financeira da operacao ocorrido em 3 de
maio. Foram adquiridas 3.712.354 agdes
ordindrias e 7984.457 acdes preferenci-
ais, pelo valor de R$ 1382 milhdes
(R$ 3723/acio) e R$ 290,2 milhdes
(R$ 36,34/aca0), respectivamente. Com a
conclusao da operacao, o grupo Arcelor
Mittal passou a deter 90,65% das agdes
ordindrias e 38,12% (anteriormente de
22,04%) das acdes preferenciais da
Acesita, o que representa 55,67% do ca-
pital total da Companhia.

15 de dezembro/06

Diante dos resultados apurados ao longo
do ano, a Acesita aprovou, em Assembléia
Geral Extraordindria (AGE), proposta de
aumento do capital social da Companhia
em R$ 350 milhdes por meio de capita-
lizacdo de lucros realizados, elevando o
Capital Social da Companhia para R$ 1,3
bilhao.

15 de dezembro/06

A Companhia declarou pagamento de R$
1249 milhdes na forma de juros sobre
capital proprio. Essa remuneracdo sera
imputada aos dividendos minimos obri-
gatdrios relativos ao exercicio de 2006.

97 de dezembro/06

Cancelamento dos dois Programas de
ADR Nivel |, estabelecidos em 1994. Em
consequéncia, o The Bank of New York,
na qualidade de banco depositdrio, encer-
rou as emissoes e procederd, até o dia 27
de dezembro de 2007, a venda e conver-
séo dos ADR em circulagao.
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IHH Material facts

November 10705

The Petros and Previ pension funds sold an
aggregate total of 6,144,179 common shares
at R$ 45.00 per share, when Usinor exer-
cised the purchase option as provided for
under the Purchase Option Agreement

entered into by and between the parties. Thus
the interest of the Arcelor Mittal's group in
Acesita increased from 38.94% to 63.61% of
its voting capital, and from 27.68% to 35.93%
of its total capital stock.

January 5/06

The Fundacéo Sistel de Seguridade Social -
SISTEL (Sistel Social Security Foundation)
sold 3,021,236 common shares at R$ 45.08
per share to Arcelor Spain Holding SL, in-
creasing the Arcelor Mittal's group interest to
75.75% of voting capital, and 39.98% of the
total capital stock

April 27/06

Through its subsidiary Arcelor Spain Holding
SL, the Arcelor Mittal group held a Public
Offering of Common Shares (compulsory) and
of Preferred Shares (voluntary) issued by
Acesita S.A. The physical and cash settlement
of this transaction took place on May 3. In the
aggregate, 3,712,354 common shares and
7984,457 preferred shares were purchased
for R$ 138.2 million (R$ 37.23/share) and R$
290.2 million (R$ 36.34/share), respectively.
Now that the operation has been completed,
the Arcelor Mittal group owns 90.65% of
Acesita's common shares, and 38.12% of its
preferred shares (versus 22.04% previously),
which represents 55.67% of the Company's
total capital stock.

December 15/06

In view of the results achieved in 2006, Acesita
approved in a Special Shareholders' Meeting a
proposal to increase the Company's capital
stock by R$ 350 million through the capitaliza-
tion of earnings, to R$ 1.3 billion.

December 15/06

Acesita announced its decision to pay R$
124.9 million in the form of interest on equity.
This amount will be considered as part of the
minimum obligatory dividends relating to FY
2006.

December 27/06

Cancellation of two Level | ADR programs
implemented in 1994. As a result, the Bank of
New York, as depository, ceased issuing new
ADRs and up to December 27, 2007 will pro-
ceed with the sale and conversion of the outs-
tanding ADRs.




Destaques
Highlights (Charts)
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Num ano bastante positivo para o
mercado de agos especiais, com
demanda e pregos em alta, a
Acesita deu seguimento a uma
série de agdes visando aprofundar
sua estratégia de negdcios. Tal es-
tratégia tem como principal objetivo
sedimentar a sua lideranca e
aumentar a base de consumo de
acos especiais no Brasil e na
América do Sul.

Nesse sentido, ao longo do ano
foram desenvolvidos os quatro
pilares que sustentam a atual es-
tratégia da Companhia, que sdo
(i) a ampliacdo do portfélio de
produtos; (i) o desenvolvimento
dos servicos prestados pelos
centros de servicos; (i) a
reducdo dos custos e (iv) o
acompanhamento da evolugéo
dos mercados de inox e silicio na
América Latina.

Todas as principais iniciativas da Acesita de
2006 estiveram alinhadas a estes objetivos e
os resultados apontaram o acerto da estraté-
gia adotada. Para a ampliagéo do portfélio de
produtos, foram aprovados investimentos na
usina que permitirdo a Acesita ofertar, a par-
tir de 2008, bobinas e chapas com 1.500
milimetros de largura, laminadas a quente e a
frio, ampliando o limite atual de 1.300
milimetros. Essa iniciativa visa satisfazer uma
exigéncia crescente dos clientes da Empre-
sa, principalmente dos paises vizinhos na
América do Sul.

Também inovamos na prestagdo de servigos
com a inauguracdo do novo Centro de
Servigos, a Acesita Servicos Campinas, voltado
para o atendimento de grandes clientes. Com
mais esse centro de servicos, a Empresa
cumpre dois objetivos: agregar valor aos seus

IHH Mensagem do Presidente
Message from the Ceo

In a year that was quite positive for the silicon
steel market - with demand and prices on the
rise - Acesita moved ahead with a number of
projects intended to enhance its business stra-
tegy, with the purpose of strengthening its lea-
dership and expanding the consumer market of
silicon steels in Brazil and South America.

Therefore, the four pillars that support the Com-
pany's current business strategy were deve-
loped throughout the year, namely: (i) expansion
of the product portfolio; (i) development of
services rendered by the service centers; (iii)
reduction of costs; and (iv) keeping up with the
evolution of the stainless and silicon steel mar-
kets in Latin America.

All the main projects carried out by Acesita in
2006 were aligned with those objectives, and
the results evidenced the success of the strate-
gy adopted. In order to expand its product port-
folio, the Company authorized capital invest-
ments in the steel mill that will allow it to offer
hot and cold-rolled 1,500mm-wide coils and
plates as of 2008, breaking through the current
1,300mm limit. The purpose here is to meet a
growing demand, mainly from customers in
neighbouring South American countries.

We also introduced service innovation by ope-
ning a new Service Center, the Acesita Servigos
Campinas, which has been designed to cater to
the needs of large customers. With this addi-
tional service unit, the Company will be able to
achieve two objectives, namely: to add value to
its products, and to strengthen its partnership
with customers in the Southeast Region.

Furthermore, the GEO Project (Global Effi-
ciency-Oriented) - an internal cost-savings pro-
gram that detected and streamlined costs in
every area of the Company - yielded good
results. We were thus able to take an important
step forward, preparing the Company to face
stiff competition in the international stainless



produtos e aprofundar a relagdo de parceria
com seus clientes da Regido Sudeste.

Obtivemos, ainda, bons resultados com o pro-
grama interno de reducao de custos, o Pro-
jeto GEO (Global Efficiency Oriented), que
mapeou e racionalizou os gastos em todas as
dreas da Empresa. Dessa maneira, demos
um passo importante no fortalecimento da
Companhia para enfrentar a concorréncia no
mercado internacional de inox, que vem se
acirrando com a entrada em operacao de no-
vas capacidades, principalmente na China e
paises do sudeste asiatico.

Por Ultimo, avancamos de maneira firme nas
vendas para os paises vizinhos da América
do Sul, onde nosso crescimento esté ligado
diretamente & estruturacao de parcerias de
longo prazo e a prestacao de servicos.

Ao longo do ano, a Acesita avancou no esta-
belecimento de sinergias com as empresas
do grupo Arcelor Brasil - também contro-
ladas pela Arcelor Mittal, maior grupo siderdr-
gico mundial -, buscando maior eficiéncia nas
dreas de suprimentos, logistica, tributdria,
operagdes financeiras, entre outras.

O alinhamento estratégico da Companhia,
conjugado com o bom comportamento do
mercado de acos especiais, gerou resultados
acima das nossas previsdes do inicio do ano.
O faturamento da Acesita no ano, de R$ 3,4
bilhdes, foi novamente recorde. Obtivemos
também avanco no resultado liquido, que
cresceu 7,3% na comparagdo com o exerci-
cio anterior, totalizando R$ 632,1 milhdes.

Tao importante quanto nossos resultados
econdmico e operacional é o fato de que
obtivemos no ano o melhor resultado de toda
a histéria da Acesita na drea de seguranca,
conseqliéncia direta do investimento cons-
tante em treinamento e da consolidacao de
uma cultura de seguranga entre os emprega-
dos, baseada no firme cumprimento dos mo-
delos internos de gestao.

A responsabilidade pelos bons resultados da
Acesita deve ser dividida também com as
empresas controladas Acesita Energética,

Acesita. Present in the future.

steel market as mills, with added production
capacity, go into operation, especially in China
and in Southeast Asia.

Last but not least, we
made steady advan-
ces in sales to our
neighbours in South
America, where our
own growth is closely
tied to the structuring
of long-term partner-
ships and service
rendering.

Throughout 2006,
Acesita took suc-
cessful  measures
aimed at the esta-
blishment of syner-
gies with companies
of the Arcelor Brasil
Group - also con-
trolled by Arcelor
Mittal, the world's
number one steel company. The purpose of
these synergies is to achieve greater efficiency
in procurement, logistics, tax planning, financial
operations, and other areas.

Companhia,

The Company's strategic alignment, together
with the favorable performance of the silicon
steels market, generated results well beyond
our forecasts at the beginning of 2006. We
achieved a new record with revenues in the
amount of R$ 3.4 billion. Net income also
improved, totaling R$ 623.1 million, up 7.3%
from the previous year.

Just as important as our economic and opera-
ting accomplishments, is the fact that in 2006
Acesita reported its best-ever results regarding
safety - a direct consequence of the continuous
investments in training and the strengthening of
safety principles and practices among its
employees, based on strict compliance with its
internal management standards.

‘ ‘ O alinhamento
estratégico da

conjugado com o bom
comportamento do
mercado, gerou
resultados acima das
nossas previsdes.



“The Company's
strategic alignment,
together with the
favorable performance
of market, generated
results well beyond
our forecasts.JY
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Inox Tubos, Acesita Servicos Campinas e
Acesita Servicos Sao Paulo, todas com de-
sempenho destacado e firmemente alinha-
das com o direcionamento estratégico da
Companhia.

Cabe, ainda, ressaltar a boa evolucdo das inicia-
tivas socioambientais da Companhia. A Fun-
dacdo Acesita, que focou suas agdes nas &-
reas de educacdo e meio ambiente, € hoje
uma referéncia brasileira em gestdo da
cidadania corporativa.

Conduzimos, portanto, nosso negdcio res-
peitando os principios do desenvolvimento
sustentavel, con-
vergindo nossas
politicas e prati-
cas para a satis-
facdo de todas as
partes interessa-
das (stakeholders).

Acreditamos que
a evolucdo das
estratégias de ne-
gocios em curso
significara a base
da sustentabilida-
de dos negdcios
da Acesita no lon-
go prazo. Estamos
convictos de que
ao crescer com
responsabilidade social - gerando riqueza
com ecoeficiéncia, interagindo com a comu-
nidade e assegurando a saude e a seguranca
dos nossos empregados - a Acesita conti-
nuard sendo sustentdvel e geradora de
retorno para seus acionistas.

The credit for such good results should be sha-
red with the subsidiaries Acesita Energética,
Inox Tubos, Acesita Servigos Campinas, and
Acesita Servicos Sao Paulo, given that they all
showed an outstanding performance, fully com-
pliant with the Company's strategic guidelines.

Worthy of notice is the development of our
social and environmental initiatives. The Acesita
Foundation, whose actions have been focused
on education and on the environment, is today a
model of corporate citizenship management for
other Brazilian companies.

In other words, we conduct our business obser-
ving the principles of sustained development,
and adopting policies and practices aimed at
meeting the needs of all our stakeholders.

We believe that the development of the busi-
ness strategy currently in place will lay the basis
for the Company's long-term sustained deve-
lopment. We are confident that, by making social
responsibility an integral part of our growing
strategy - i.e. by generating wealth based on
eco-efficiency practices while interacting with
local communities and assuring the health and
safety of our employees - Acesita will remain a
sustainable business able to offer its sharehol-
ders an appropriate return on investment.

I- :P D@maﬂ

Jean-Philippe André Demaél
Diretor-Presidente
Chief Executive Officer



HH Desempenho do setor siderurgico

O ano de 2006 foi marcado pela recuperagao
do ambiente internacional de negdcios si-
derdrgicos, registrando um encurtamento dos
tradicionais ciclos de alta e de baixa desse
mercado.

O aquecimento da demanda por agos, e em
especial pelos acos inoxiddveis e elétricos, foi
sustentado pelo crescimento econdémico
experimentado por praticamente todos os
paises emergentes, incluindo o Brasil, apesar
do ritmo mais lento do nosso Pafs na compara-
¢ao com o alcancado por economias em esta-
gio semelhante de desenvolvimento, como a
india e a Russia, ou por nossos vizinhos da
América do Sul.

A essa pressdo de consumo somou-se a
China, com suas excepcionais taxas de cresci-
mento e vultosos investimentos em infra-estru-
tura. Maior produtor e consumidor de aco do
mundo, a China continuou como grande impor-
tadora de produtos siderdrgicos, mesmo com a
entrada em operagdo de uma série de novas
capacidades, inclusive de agos inoxidaveis, que
elevaram a producéo total de aco daquele pais
em 184% (acumulado janeiro a novembro
/IBS -lIS)).

Para essa evolugao positiva do mercado
mundial de ago, contribuiu ainda a recupera-
cao experimentada por mercados tradicionais,
como a Europa e os Estados Unidos. Este Ulti-
mo, com uma série de investimentos em infra-
estrutura elétrica, foi, em grande medida,
responsavel pelo bom momento de demanda e
precos experimentado no mercado mundial de
acos elétricos, utilizados na fabricacéo de
equipamentos de geracao, transmisséo e dis-
tribuicao de energia elétrica.

Simultaneamente a elevacdo da demanda, ao
longo de todo o ano foram registrados aumen-
tos significativos nos pregos das principais

The global steel industry has seen an evident reco-
very in 2006, showing that the traditional up-and-
down cycles on the demand side were becoming
shorter in this market.

The increasing demand for steel, particularly for
stainless and silicon steels, was supported by the
economic expansion in almost every emerging
country, including Brazil - although the pace of
growth in our country was slower when compared
with that achieved by other economies at a similar
stage of development, such as India and Russia, or
by our neighbors in South America.

China - with its extraordinary growth rates and
heavy investments in infrastructure - has greatly
contributed to this increase in the demand for steel.
As the world's biggest producer and consumer of
steel, China continued to import massive amounts
of steel despite the startup of facilities capable of
producing more stainless steel, among other types.
This increased the country's total output by 18.4%
(accumulated from January to November/IBS -IISI).

The recovery of traditional markets such as Europe
and the United States also contributed to the
expansion of the global steel industry. As a result of
a series of investments in electric infrastructure, the
U.S. market was chiefly responsible for pushing up
the demand and prices of silicon steels around the
world, this being the type of material used to manu-
facture equipment for power generation, transmis-
sion and distribution.

While demand rose, significant price hikes were
registered throughout the year for key raw materi-
als used by the steel industry, such as iron ore,
coke, and alloys (including nickel, the most impor-
tant item included in the calculation of Acesita's
Cost of Goods Sold).
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Al -

matérias-primas utilizadas pelo setor siderdrgi-
co, como o minério de ferro, o coque e as ligas

g . ‘ For the time being, it remains uncertain for how
(dentre elas o niquel, insumo de maior peso no

long the global consumption of silicon steels will

Custo do Produto Vendido da Acesita). resist the soaring prices of raw materials, especial-
Resta’ por hora’ a incerteza de até quando 0 |y nickel, used to manufacture type 3XX austenitic
consumo internacional de agos especiais resis- stainless steels.

tird a escalada dos precos dos insumos, princi-
palmente do niquel, empregados na fabricacao
dos acos inoxidaveis da série austenitica 3XX.

Vendas
Sales
2002 2003 2004 2005 2006
Inoxidaveis 315.084 396.663 393.636 367.479 376.127
Stainless Steel
Siliciosos GO 32.481 23.941 33.677 39.472 44.876
0G silicon steel
Siliciosos GNO 105.945 116.573 136.567 129.884 1492.456
NOG silicon steel
Carbono/Ligados 113.109 107950 142212 111.808 128.499
Carbon/Alloyed
Outros* 44560 71,246 62,295 61,062 73,162
Other*
Barras 59.427 - - - -
Bars
Total de agos especiais 670,606 716,373 768,387 709,705 765,110

Total specialty steels

* Lingotes, subprodutos, gusa sdlido e produtos adquiridos de terceiros para revenda. t.. ton.
*Iron bars, subproducts, solid pig iron, acquired products for resale and services.
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IHH Desempenho da siderurgia brasileira
Performance of the brazilian

steel industry

No Brasil, o ambiente de negécios para a
siderurgia também se mostrou positivo, ape-
sar do crescimento da economia aquém do
esperado. A estabilidade econdmica experi-
mentada no ano passado repercutiu num
crescimento de 2,7% da produgéo fisica da
inddstria nacional (pesquisa do Produto
Interno Bruto, medido pelo IBGE).

A atividade siderurgica se beneficiou particu-
larmente do bom desempenho de setores
industriais que sdo consumidores intensivos
de aco (incluindo o aco inoxidavel), como o
automotivo (crescimento de 5,1%) e o de
eletrodomésticos (10,0%). Estes segmentos
foram os mais beneficiados pela queda pau-
latina dos juros e o conseqliente aumento
das vendas financiadas.

Outros setores que, por seu bom desempe-
nho, influenciaram positivamente as vendas
da Acesita foram bens de capital (aumento
de 5,7%) e aqueles relacionados a infra-
estrutura, como o de producé@o de maquinas
e equipamentos para energia elétrica
(22,29%). O desempenho desse Ultimo pres-
sionou positivamente as vendas dos acos
elétricos, e em particular, as dos acos sili-
ciosos de gréo orientado (GO).

As pressdes negativas vieram do setor de
maquinas agricolas que, com uma queda de
16,5% em comparacdo com o ano anterior,
reduziu fortemente a demanda pelos acos ao
carbono/ligados produzidos pela Acesita.

A producéo siderurgica brasileira apresentou
crescimento fisico de 2,2%, e um aumento
do faturamento liquido (deduzidos impostos
pagos) de significativos 20,7%, que totalizou

Even though the country's economy grew less
than expected, the business environment for the
steel industry was favorable. Last year's economic
stability helped the national industrial output to
expand by 2.7% (Gross Domestic Product as
measured by the Brazilian Institute of Geography
and Statistics - IBGE).

The steel sector was particularly benefited by the
good performance of industrial sectors that are
heavy consumers of steel (including stainless
steel), such as the automotive and home electrical
appliances sectors, which grew by 5.1% and
10.0%, respectively. These segments were most
favored by the gradual fall in interest rates and the
consequent increase in credit sales.

Other segments that, on account of their good
performance, positively affected Acesita's sales
were those of capital goods (growth of 5.7%) and
segments related to infrastructure, such as the
production of machinery and equipment for the
electric power sector (22.2%).The performance
of this last one pushed positively the sales of
electric steel, particularly, the oriented grain sili-
con steel (OG).

The agricultural machinery industry, which shrank
by 1656% vis-a-vis the previous year, adversely
affected the sector, sharply reducing the demand
for carbon/alloyed steels made by Acesita.

The Brazilian steel output increased by 2.2% in
terms of volume. With regard to net revenue, it
expanded by 20.7% to a total of R$ 2.2 billion
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R$ 2.2 bilhdes (dados do Instituto Brasileiro
de Siderurgia - IBS, até novembro).

O bom desempenho da atividade sidertr-
gica no ano passado, incluindo os agos
especiais, nao condiciona, porém, a con-
tinuidade do ambiente favordvel para
2007. O aumento da velocidade da
natureza ciclica da atividade siderurgica,
com a alternancia dos periodos de alta e
baixa da demanda e dos precos, ndo per-
mite mais previsdes seguras sobre a
duracdo ou a intensidade de tais fases.

E certo que, no ano passado, os produ-
tores de acos especiais experimentaram
uma recuperacdo da demanda mais répi-
da que o esperado e que, ao final do exer-
cicio, ndo havia sinais de encerramento
desse ciclo virtuoso. No entanto, o nivel
dos estoques dos distribuidores em todo o
mundo esta maior no inicio deste ano que
o verificado em 2006, o que leva a crer
num arrefecimento da demanda a partir
do segundo semestre.

A manutencdo do real fortemente va-
lorizado frente as principais moedas inter-
nacionais continua como o ponto negativo
para todas as industrias brasileiras de base
exportadora, ai incluidos tanto a Acesita
como seus principais clientes, tanto de ino-
xidaveis como de acos elétricos, que tém
suas estratégias de crescimento baseadas,
em boa medida, nas exportagoes.

(data from the Brazilian Steel Institute - IBS up
to November 2006).

However, the satisfactory performance of the
steel industry last year, including the silicon
steel segment, does not mean that the environ-
ment will remain favorable in 2007 The
increased cyclicality in the steel industry - with
demand and prices ebbing and flowing - ma-
kes it impossible to foresee with any degree of
confidence how long such cycles will last or
how intense they will be.

It is true that the demand for silicon steels
recovered more rapidly last year than producers
had expected, and that nothing seemed to indi-
cate the end of this virtuous circle as the fiscal
year drew to a close. However, the level of dis-
tributors' inventories the world over was higher
at the beginning of 2007 than at any time in
2006, which leads us to believe that demand is
likely to slow down as of the second half.

The fact that the Brazilian Real has remained
strong vis-a-vis other currencies is still a draw-
back for all the Brazilian export industries, inclu-
ding Acesita and its major customers, both in the
stainless and silicon steels segments, whose
growth strategies are largely dependent on
exports.
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Desempenho da Acesita
Performance of Acesita

BVendas totais / Total sales

Com

o mercado interno demandante durante todo o ano, e a operagao
industrial estavel e a plena capacidade, os volumes totais de ven-
das da Acesita alcancaram 765,1 mil toneladas, com crescimen-
to de 7,8% na comparagéo com 2005. Do total das vendas, 73%
foram realizadas no mercado doméstico, de atendimento prio-
ritario por parte da Acesita.

As a result of constant demand throughout the year and steady opera-
tions, Acesita's total sales volume in 2006 amounted to 765.1 thousand
tons, which represents a 7.8% increase vis-a-vis 2005. Of the total
sales, 73% was directed to the domestic market, which is given priority
by Acesita.

Receita liquida
Net revenue

2002 2003 2004 2005 2006

Inoxidaveis 1.195,1 1.715,6 2.331,3 2.134,0 2.360,1
Stainless steel

Siliciosos GO 116,2 976 141,0 258,9 3709
GO silicon steel

Siliciosos GNO 159,6 212,6 301,56 32738 319,6
NOG silicon steel

Carbono/Ligados 84,3 138,3 246,8 206,1 212,1
Carbon/Alloyed

Barras 54,2 - - - =
Bars

Outros* 88,3 116,6 1422 183,3 1797
Other*

Total 1.697,7 2.280,7 3.1628 3.109,1 34424
Total

* Lingotes, subprodutos, gusa sdlido, produtos adquiridos de terceiros para revenda e servicos. R$ milhdes . R$ million

*Iron bars, subproducts, solid pig iron, acquired products for resale and services.
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Il Mercado interno

O mercado interno apresentou demanda estavel por
agos especiais ao longo de todo o ano, possibilitando &
Acesita desenvolver plenamente sua estratégia de
aumentar sua presenca junto aos seus clientes, agre-
gando valor aos produtos vendidos.

No ano, foram vendidas no mercado interno 556,6 mil
toneladas de acos especiais, 0 que correspondeu a um
aumento de 15,4% na comparagdo com o ano anterior.
Houve crescimento de vendas em praticamente todas
as linhas de produtos, reflexo do bom desempenho das
indUstrias que usam agos especiais como matéria-prima.

Ja a receita liquida das vendas internas cresceu 14,4%
na mesma comparagao, atingindo R$ 2,3 bilhdes.

Um dos destaques do ano foram as vendas de agos sili-
ciosos de gréo orientado (um dos mais complexos pro-
dutos da siderurgia mundial), refletindo a boa atividade
das industrias de nlcleos de transformadores de ener-
gia, que registraram vendas aquecidas tanto no merca-
do interno como em exportagoes.

Também foram destaque as vendas de acos inoxidaveis
para as industrias automobilistica, de bens de capital e
de eletrodomésticos da linha branca, além do tradicional
segmento de cutelaria e de utilidades domésticas.

Para fazer frente ao crescimento da demanda pelos
acos inoxidaveis e garantir o abastecimento do mercado
interno, parte dos volumes destinados & exportacéo foi
redirecionada para o mercado doméstico, o que deman-
dou agilidade para mudangas da programacao industrial.

Ja o desempenho destacado dos acos siliciosos no ano
passado, tanto em volume de vendas como em precos,
foi positivamente influenciado pela boa demanda por
parte das indUstrias de transformadores elétricos, hidro-
geradores, motores e compressores. Vale lembrar que o
Brasil é base mundial de exportagdo de equipamentos
elétricos, com plantas dos principais players mundiais.

Dessa maneira, as vendas internas de acos siliciosos
foram também influenciadas pelo bom ritmo de expor-
tacbes de equipamentos elétricos. As indUstrias de
transformadores elétricos e de poténcia e de equi-
pamentos hidrogeradores
mantiveram o mesmo bom
ritmo verificado no ano
passado, enquanto as
industrias de motores elé-
tricos industriais e de com- 13344
pressores de geladeiras 10904
aumentaram, respectiva-

mente, em 3% e 15%

suas compras de agos P00y 2008

H Mercado interno / Domestic market

20256
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] Domestic market

Demand for silicon steels remained stable in Brazil throu-
ghout the year, allowing Acesita to go ahead with its strate-
gic decision to strengthen its presence among its customers
by adding more value to the products sold.

In 2006, Acesita sold 556.6 thousand tons of silicon steels
in the domestic market, ie. 15.4% more than the volume re-
gistered in the previous year. Sales improved in virtually every
product line, driven by the satisfactory performance of indus-
tries that use silicon steels as inputs.

Net revenue from domestic sales totaled R$ 2.3 billion, an
increase of 14.4% when compared to the figures reported in
2005.

One of the highlights in 2006 was the performance of grain-
oriented silicon steel sales, this being one of the most com-
plex products manufactured by the steel industry worldwide.
It reflects the high level of activity of manufacturers of elec-
tric power transformer cores, which registered an increase in
sales to domestic and offshore customers.

Sales to the automotive and capital goods industries, in addi-
tion to the traditional cutlery and white line electrical applian-
ces segments are also worthy of notice.

So as to meet the increasing demand for stainless steel and
ensure the supply of products to the domestic market,
Acesita redirected to the domestic market part of the vo-
lumes destined to exports. This required the company's abi-
lity to respond quickly to demands and to change its manu-
facturing plans accordingly.

The outstanding performance of silicon steels last year, both
in terms of volume and price, was positively influenced by the
great demand from the electric power transformers, hydro-
generators, motors and compressors sectors. It is worth
recalling that Brazil - with plants installed in the main interna-
tional players - is the world's basis for the export of electric
equipment.

Therefore, domestic sales of silicon steels were also influen-
ced by the good rhythm of growth in the export of electric
equipment. The electric power transformers and hydrogene-
rators industries have main-
tained the good rhythm of
growth seen in 2005, whereas
the industrial electric motors
and compressors for refrigera-
tors and freezers industries
have recorded an increase of
3% and 15%, respectively, in
their purchases of silicon steel
from Acesita.

23595

2005 2006

elétricos junto a Acesita.

R$ milhdes . R$ million



I/ Mercado externo

A forte demanda interna por acos ino-
xidaveis e elétricos verificada em 2006
acabou por reduzir os volumes expor-
tados pela Acesita, muito embora os
principais mercados internacionais te-
nham se mantido aquecidos para todas
as linhas de produtos.

O volume exportado apresentou recuo
de 8,4% em relagdo a 2005. Apesar da
queda, a receita liquida gerada pelas
exportacdes aumentou 3,4% no perfo-
do, atingindo R$ 1,1 bilh&o.

Contribuiram para esse bom desem-
penho, 0 aumento dos precos dos agos
verificado nos principais mercados
internacionais e também o trabalho es-
tratégico de reposicionamento das ex-

Acesita. Present in the future.

portacées da Acesita. A Companhia
deu seguimento a sua estratégia de
ampliagdo da participacdo nos paises
da América do Sul e também direcio-
nou seus esforgos de vendas para os
mercados internacionais menos depre-
ciados, como os Estados Unidos e a
Europa. O resultado dessa estratégica
se refletiu na queda significativa das
vendas para os mercados de commodi-
ties da China e demais paises do sudes-
te asiatico.

Para concretizacdo de sua estratégia
internacional, a Acesita contou com o
apoio do importante canal mundial de
comercializacao do grupo Arcelor Mittal,
a Arcelor Stainless International.

" Mercado externo / Export market

1.1372

9463

6073

2002 2003 2004 2005 2006

R$ milhdes . 0 o

Wl Export market

The strong domestic demand for stainless
and silicon steels in 2006 eventually caused
Acesita to reduce its export sales volumes
despite a healthy appetite for all kinds of
steel products in the world's most important
markets.

In 2006, Acesita exported 8.4% less than it had
in the previous year. Notwithstanding, the net
revenue generated by export sales increased
by 3.4%, to R$ 1.1 billion in the period.

The increase in steel prices in the main
international markets and Acesita's strategic
efforts to reposition its own export sales

contributed to this good performance. The
Company continued to carry on its strategy
of expanding its market share in South
American countries and directed its sales ef-
forts to other international markets such as
the United States and Europe. This strategy
resulted in a significant reduction of sales to
the commodity markets in China and other
Southeast Asian countries.

To carry out its international strategy, Acesita
had the support of Arcelor Stainless Inter-
national, an important global trading channel
held by the Arcelor Mittal Group.
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IHH Negdcios com sociedades
controladas e coligadas

A Acesita investiu em empresas que desenvolvem atividades com-
plementares a fabricacdo dos agos especiais e atuam em dreas
estratégicas na cadeia de produgdo da Companhia.

O relacionamento da Acesita com as sociedades direta ou indire-
tamente controladas por ela é tanto de natureza comercial quanto
financeira. Entre as empresas de maior relevancia estao a Acesita Ser-
vicos S&o Paulo (até 31/12/2006, denominada Amorim Comercial) e
a Acesita Servicos Campinas, filiais da Ascipar, a Acesita Energética e
a Inox Tubos.

IHH Transactions with subsidiaries
and affiliates

Acesita invested in companies engaged in activities that complement its ma-
nufacturing of silicon steels, and in strategic areas of its production chain.

The Company has commercial and financial relationships with its direct and
indirect subsidiaries, among which the most important are Acesita Servicos Sao
Paulo (until Dec 31, 2006, called Amorim Comercial), Acesita Servicos Campi-
nas, affiliates of Ascispar, Acesita Energética and Inox Tubos.
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B2 Principais controladas / Main subsidiaries

Partes relacionadas

—— Main subsidiaries
ATIVO / ASSETS PASSIVO / LIABILITIES
Créditos com Contas a Total Obrigagdes  Fornecedores Total
empresas receber e com empresas _, N0 exterior,
controladas  outros saldos controladas gr:)aur]c(r:clzasmsearl]c;[g:
Accounts Accounts Total Payable to _Foreign sup-
receivable from  receivable and subsidiaries P"earﬁaf'(')‘t%'écr'nQ
subsidiaries  other amounts amounts
Grupo Arcelor Mittal - 839 839 - 5.569
Grupo Arcelor Mittal
Acesita Servigos, Comércio, Inddstria e - 80.785 80.785 - 190
Participagdes Ltda.
Acesita Servicos, Comércio, Indistria e
Participacées Ltda.
Acesita International Ltd. 93.874 - 93.874 4.257 -
Acesita International Ltd.
Acesita Energética Ltda. 38 38 = 572
Acesita Energética Ltda.
Preservar Madeira Reflorestada Ltda. - 38 38 - 336
Preservar Madeira Reflorestada Ltda.
Acesita Argentina S.A. S = - - 925
Acesita Argentina S.A
Acesita Centros de Servicos Ltda. 978 379 1.367 - 1.115
Acesita Centros de Servigos Ltda.
Inox Tubos S.A. = 2,625 2.625 - 174
Inox Tubos S.A.
Acesita Export and Trade - 57118 57118 - =
Acesita Export and Trade
Total - 2006 94.852 141.822 236.674 4.257 8.871
Total - 2006
Total - 2005 96.973 149.362 246.335 8.357 15675691
Total - 2005
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Partes relacionadas

—— Main subsidiaries
Vendas Financeiras e Total Despesas financeiras, ~ Compras
variagoes variagdes cambiais e
cambiais outros
Sales Financial Total Financial expenses, Purchases
i shacie i (i
variations
Grupo Arcelor Mittal 16.710 - 16.710 20.564 39.969
Grupo Arcelor Mittal
Acesita Servicos, Comércio, Industria e 278.180 = 278.180 = 6.079
Participacdes Ltda.
Acesita Servicos, Comércio, Industria e
Participagdes Ltda.
Acesita International Ltd. - 17771 17771 21.608 -
Acesita International Ltd.
Acesita Energética Ltda. - - - - 59.865
Acesita Energética Ltda.
Preservar Madeira Reflorestada Ltda. - - - - 3.934
Preservar Madeira Reflorestada Ltda
Acesita Centros de Servicos Ltda. - 17 17 3] 10.928
Acesita Centros de Servigos Ltda.
Inox Tubos SA. 161.437 - 161.437 - 2827
Inox Tubos S.A.
Acesita Export and Trade 326.245 S 326.245 4.715 S
Acesita Export and Trade
Total - 2006 772.572 17788 790.360 46.890 123.192
Total - 2006
Total - 2005 750.192 4.809 755.001 29.702 89.833
Total - 2005

*acgo bruto * crude steel




B Acesita Energética

A Acesita Energética, subsididria integral
da Acesita S.AA, é produtora de carvédo
vegetal a partir de florestas de eucalipto
plantadas em area prépria de 126,3 mil
hectares localizada no Vale do Jequiti-
nhonha, Minas Gerais. A topografia plana
da regidao e a tecnologia desenvolvida
permitem que todas as atividades opera-
cionais sejam mecanizadas.

Suas atividades abrangem pesquisa gené-
tica, nutricional, controle de pragas e doen-
cas, desenvolvimento de matrizes de alto
rendimento, geracao de clones, produgéo
de sementes e mudas, plantio e manuten-
cao de florestas, colheita de madeira, pes-
quisa e desenvolvimento de equipamentos
e processos de carbonizacao.

O produto final é um carvao vegetal
siderdrgico de alta qualidade, utilizado
como elemento redutor na fabricacédo do
gusa, principal matéria-prima do aco. A
utilizacao do carvao vegetal na producao
do aco traz, ainda, o beneficio ambiental
de néo contribuir para o efeito estufa, ja
que apresenta balango positivo entre
emissdo e captura de CO2 na cadeia
produtiva do aco, ao contrario do coque.

O carvao produzido pela Acesita Ener-
gética abastece o Alto-forno 1 da usina
siderdrgica da Acesita S.A, responsavel
por aproximadamente um tergo da pro-
ducéo de gusa utilizado pela Companhia.

e
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B[] Acesita Energética

Acesita Energética, a wholly-owned subsidiary
of Acesita S/A, produces charcoal from euca-
lyptus forests grown on its own areas, which
totalize 126,3 thousand hectares located on
the Jequitinhonha Valley in the State of Minas
Gerais. The flat surface topography of the
region combined with the technology utilized
allow for total mechanization of the operational
activities.

Its activities encompass genetic and nutritional
research, pest and disease control, development
of high vyield rootstock, clone generation, pro-
duction of seeds and seedlings, planting and
maintenance of forests, wood harvesting,
research and development of carbonization
equipment and processes.

The final product is a high quality steelmaking
charcoal, used as a reduction element in ma-
nufacturing pig iron, the main raw material for
steel. The use of charcoal in the production of
steel also brings the environmental benefit of
not contributing to the greenhouse effect,
since it has a positive balance between emis-
sion and capture of CO2 in the steel pro-
duction chain, unlike coke coal.

The charcoal produced by Acesita Energética
supplies the steel mill's Blast Furnace |,
responsible for processing approximately one
third of its total pig iron output. In 2006, 143

—_—
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Em 2006, foram produzidos 143 mil
toneladas de carvao vegetal, das quais
137 mil foram entregues just in time na
usina, em Timoteo, permitindo a pro-
ducdo de 228 mil toneladas de gusa.

O programa de plantio da Acesita Ener-
gética permitird a formacao de estoque
de madeira suficiente para suportar a
possivel mudanga do termo redutor do
Alto-Forno 2, prevista para o segundo
semestre de 2009. Em 2006, foram
plantados sete mil hectares de florestas.
Para o préximo ano, a previsao é de 7,5
mil hectares.

Todos os novos plantios foram feitos em
areas ja ocupadas anteriormente com
eucalipto. O plano de manejo florestal da
Energética prevé a destinacéo de, apro-
ximadamente, um hectare de reservas
legal e de preservacao permanente para

thousand tons of charcoal were produced, of
which 137 were timely delivered at the
Timéteo plant, thus allowing the production of
228 thousand of pig iron.

Acesita Energética's planting program will
permit forming a stock of wood sufficient to
support a possible change in the reduction
term of Blast Furnace 2, projected for the se-
cond half of 2009. Seven thousand hectares
(17300 acres) of forests were planted in
2006. For the next year, the projection is 7.5
thousand hectares (18,5600 acres).

All the new plantings were made in areas
already earlier occupied with eucalyptus.
Energética's forest management plan projects
destining, approximately, one hectare of legal
reserves and permanent preservation for each
two hectares of forest planted.




cada dois hectares de floresta plantada.

A Acesita Energética € uma das maiores
empregadoras do Vale do Jequitinhonha,
com 1.065 funcionérios préprios e 111
de empresas contratadas para a exe-
cucéo de servicos complementares, dire-
tamente ligados & manutencéo de flo-
restas. A Acesita Energética cumpre ri-
gorosamente todas as obrigacdes legais
e normativas exigidas pelo Ministério do
Trabalho e atua dentro dos principios de
sustentabilidade e protecdo do meio
ambiente.

Tecnologia

Desde 1974, a Acesita Energética vem
desenvolvendo hibridos através de cruza-
mentos controlados. Hoje, a Empresa
possui um dos mais importantes bancos
genéticos de eucalipto do mundo e culti-
va as mais produtivas florestas de euca-
lipto adaptadas ao cerrado.

Acésita. Presen-t in the'futu.re.

Acesita Energética is one of the largest em-
ployers in the Jetiquinhonha Valley, with a staff
of 1,065 employees plus 111 outsourced wor-
kers hired to work on complementary services,
directedly connected to forests maintenance.
Acesita Energética complies strictly with all the
legal requirements imposed by the Labor
Ministry, and its operations are based on the
principles of sustainability and environmental
protection.

Technology

Since 1974, Acesita Energética has been deve-
loping hybrids by means of controlled crossings.
The Company currently has one of the most
important genetic banks of eucalyptus in the
world, and cultivates the most productive euca-
lyptus forests adapted to open pasture land.
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Bl | Acesita Servicos Sdo Paulo

A Acesita Servicos Séo Paulo, filial da Acesita
Servigos, Comércio, Industria e Participagoes
Ltda. (Ascipar) - subsididria integral da Acesita
SA, atua na comercializagdo dos produtos fabri-
cados pela Acesita SA. Ela é lider no mercado
nacional de distribuicdo dos acos inoxidaveis.

A unidade atende a um mercado de cerca de 5,8
mil clientes, de praticamente todos os segmentos

B | Acesita Servicos Sao Paulo

Acesita Servicos Sao Paulo, a branch of Acesita
Servicos, Comércio, Indistria e Participagdes Ltda.
(Acipar) - wholly-owned subsidiary of Acesita SA -
sells the products manufactured by Acesita SA. It
leads the Brazilian market of stainless steel distribution.

This unit caters to a market of approximately 5.8

industriais e, em 2006, foi responsével por aproxi-
madamente 16% das vendas da Acesita de acos
inoxidaveis no Brasil. A unidade comercializa bobi-
nas, blanks, chapas, tubos, barras e pegas sob
desenho. Estd equipada para realizar cortes de
diferentes dimensoes e oferecer diversos tipos de
tratamento de superficie.

thousand customers from virtually every industrial
segment. In 2006, it distributed about 16% of all the
stainless steel sold by Acesita to the domestic mar-
ket. It sells coils, blanks, plates, tubes, and custom-
designed parts. It is equipped to cut steel products
into different sizes and to offer them with different
types of surface treatment.

I/l Acesita Servicos Campinas

Em 2006, a Acesita adquiriu os ativos de um centro de
servicos localizado na cidade de Campinas (SP), atual
Acesita Servicos Campinas, empresa dedicada a prestagéo
de servicos para as industrias dos segmentos de bens de
capital, automotivo, linha branca, motores, entre outros. Ela é
uma filial da Ascipar - subsididria integral da Acesita S.A.

Esta unidade também tem como um de seus principais focos
apoiar e incentivar projetos de desenvolvimento de mercado
das pequenas e médias industrias consumidoras de acos
inoxidaveis.

A Acesita Servigos Campinas tem capacidade de processar
82 mil toneladas/ano, das quais 40 mil em acos inoxidaveis
e o restante em acos elétricos e carbono.

IU Acesita Servicos Campinas

In 2006, Acesita acquired the assets of a service center in Campi-
nas, the current Acesita Servigos Campinas - a company that caters
to manufacturers of capital goods, automobiles and white line electri-
cal appliances, among others. Acesita Servicos Campinas is a branch
of Ascipar - a wholly-owned subsidiary of Acesita SA.

One of the main purposes of this unit is to support and encourage
projects aimed at expanding the market for small and medium-sized
companies that are consumers of stainless steels.

Acesita Servigos Campinas is capable of processing approximately
82 thousand tons of steel per year, of which 40 thousand tons in
stainless steel and the remaining amount in electric and carbon steels.



B Inox Tubos

A Inox Tubos é a maior fabricante de tubos
inoxiddveis com costura do Brasil. Sua ca-
pacidade de producao estd em torno de
18 mil toneladas por ano. A Acesita pos-
sui, atualmente, por meio da Ascipar, 50%
do capital votante e 43,8% no capital total
da Empresa.

Os tubos sdo empregados em equipa-
mentos para as industrias de acucar e
alcool, alimentos e bebidas, automo-
bilistica, quimica e petroquimica, farma-
céutica, papel e celulose, instrumen-
tagdo e trocadores de calor. Eles sao
utilizados para condugao de liquidos ou
gases agressivos ou em ambientes de
altas ou baixas temperaturas. Em fun-
cao de suas qualidades estéticas, tam-
bém sdo utilizados em aplicagdes arqui-
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A Inox Tubos possui equipamentos de alto
padrao tecnoldgico que possibilitam a fa-
bricacao de tubos em inox dentro de uma
grande gama de dimensoes, normas e es-
pecificagoes. A Inox Tubos € a Unica em-
presa capaz de recozer toda a gama de
tubos de aco inoxidavel fabricados.

A Empresa produz tubos que variam de
1/4 de polegada até 80 polegadas, e
espessuras que vao de 0,4 a 15,9 milime-
tros. Os tubos com costura sao obtidos
através do processo de soldagem de cha-
pas ou tiras realizadas por meio de sol-
dagem TIG e Plasma, que garantem a
qualidade e as caracteristicas nas regides
soldadas equivalentes as do metal base.

A Inox Tubos é certificada na norma ISO
9002 e encontra-se em processo de cer-

teturais e ornamentais.

tificacdo da norma ISO 14000.

n Inox Tubos

InoxTubos is the largest manufacturer of seam
stainless steel tubes in Brazil. Its production
capacity is around 18 thousand tons per year.
Today, Acesita owns, through Ascipar, 50% of
the voting capital and 43.8% of the total capi-
tal stock of Inox Tubos.

The pipes are used in equipment for the sugar
and alcohol, food and beverage, automobile,
chemical and petrochemical, pharmaceutical,
pulp and paper, instrumentation and heat
exchanger industries. They are used to con-
duct aggressive liquids or gases, or in high or
low temperature environments. In view of their
esthetic qualities, they are also used in archi-
tectural and ornamental applications.

InoxTubos uses sophisticated equipment to

,...# Jl-f WG S

produce stainless steel tubes in a variety of
sizes and according to different standards
and specifications. InoxTubos is the only com-
pany specialized in annealing of stainless
steel tubing.

The company produces pipes which vary from
1/4 inch up to 80 inches, with thicknesses
ranging from 0.4 to 15.9 millimeters. Seamed
tubes are obtained by a process of welding
plates or strips by means of TIG and Plasma
welding, which guarantees the quality and the
characteristics in the welded regions equiva-
lent to those of the base metal.

A InoxTubos is registered as an ISO 9002
company and has been working toward SO
14000.

L]

(]




Acesita. Presente no futuro.

IHH Desempenho econdmico financeiro
Economic and financial performance

I/ Resultados

Os resultados obtidos pela Acesita em
2006 sao fruto do bom momento de mer-
cado experimentado no ano, mas também
da qualidade dos fundamentos econdmi-
cos e operacionais da Companhia. A
Acesita €, hoje, uma Empresa preparada
para enfrentar os movimentos ciclicos do
mercado siderlrgico, respondendo ade-
quadamente as expectativas dos clientes
nos momentos de alta da demanda e dos
precos no mercado internacional, como
ocorreu no ano passado.

O resultado liquido espelha essa quali-
dade dos fundamentos da Empresa: o
lucro liquido no periodo atingiu R$ 632,1
milhdes, com crescimento de 73% na
comparagao com o obtido no ano anterior.

A Geragao Operacional de Caixa (Ebitda)
no ano foi de R$ 874,6 milhdes, com
crescimento de 10,7% na comparag&o
com 2005, correspondendo a uma mar-
gem Ebitda de 25,4%, resultado que se
destaca dentre as empresas do segmento
de inoxidaveis.

Jé o faturamento da Companhia atingiu
seu recorde, fechando o ano em R$ 3,4
bilhdes, com aumento de 10,7% na com-
paracdo com 2005. E certo que esse
crescimento significativo da receita de
venda deve-se, em boa parte, ao repasse
dos aumentos do preco do niquel aos

1] Results

The results achieved by Acesita in 2006 mir-
rors the favorable market conditions, but they
can also be ascribed to the Company's sound
economic and operational basis. Acesita today
is well prepared to face the cyclicality of the
steel market, and capable of responding
appropriately to its customers' expectations
when demand and prices rise in the interna-
tional market, as it happened last year.

Fiscal 2006 net results reflect the soundness
of Acesita: net income grew by 7.3% to R$
632.1 million when compared to the amount
reported in the previous year.

Operating cash generation (EBITDA) totaled
R$ 874.6 million, up 10.7% from 2005, lea-
ding to an EBITDA margin of 25.4%, which is
an outstanding result for companies engaged
in the stainless steels business.

With regard to revenues, Acesita hit another
record, closing the fiscal period with the a-
mount of R$ 3.4 billion, an improvement of
10.7% over the year 2005. While it may be
true that much of this significant increase in
revenue is due to the transfer of nickel price
hikes to the market price of certain steel pro-
ducts, it is also correct to say that the referred
growth in revenue reflects the effectiveness of
the alloy surcharge mechanism used by the



precos finais de parte dos agcos comercia-
lizados. Por outro lado, o crescimento do
faturamento também demonstra o fun-
cionamento adequado do mecanismo "ex-
tra-ligas", utilizado pela Companhia justa-
mente para proteger suas margens contra
variacbes de precos dos principais insu-
mos, haja visto o crescimento da margem
bruta em 0,9 ponto percentual vis-a-vis o
aumento do preco médio do niquel de
64,8% (precos médios de US$ 14,7 mil a
tonelada em 2005 e de US$ 24,3 mil a
tonelada em 2006 na LME - London
Metal Exchange).

Os resultados da Acesita no ano refletem,
também, o bem sucedido trabalho de redu-
cao do endividamento da Companhia. A
divida bruta consolidada, que chegou a
ultrapassar os R$ 2,6 bilhdes entre os anos
de 2001 e 2002, apresentou saldo de R$
495 milhdes ao final de 2006.

Cabe, ainda, ressaltar que a planta industrial
operou com absoluta estabilidade e & plena
capacidade durante todo o ano, batendo
recordes seguidos de produtividade e tendo
a flexibilidade operacional possibilitado o
enobrecimento do mix de produtos.
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Company to protect its margins from variations
in the prices of its main raw materials. In fact,
Acesita's gross margin grew by 0.9 percen-
tage point even when the average price of
nickel climbed 64.8% (based on average pri-
ces of US$ 14.7 thousand per ton in 2005
versus US$ 24.3 thousand per ton in 2006 at
the London Metal Exchange - LME).

The results achieved by Acesita in 2006 also
bear witness to the successful efforts to
reduce its indebtedness. The Company's con-
solidated gross debt ended the year at R$
495 million after exceeding R$ 2.6 billion
between 2001 and 2002.

It should also be noted that the steel mill ope-
rated at full capacity and with perfect stability
throughout the year, breaking consecutive pro-
ductivity records and displaying a degree of
operational flexibility that enabled the Com-
pany to enhance its product mix.
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IHH Governanca corporativa
Corporate governance

Il Estrutura de governanca

Em dezembro de 2006, a Acesita passou a compor
a carteira do ISE - indice de Sustentabilidade
Empresarial da Bovespa. Essa distingéo é dada pela
Bovespa as empresas que mantém modelos de
gestdo estruturados a partir do conceito de sus-
tentabilidade dos negécios. Estes abrangem, além
da qualidade das atividades industriais e comerciais
desenvolvidas, a protegdo do meio ambiente e as
acoes de melhoria das condi¢des sociais junto as
comunidades afetadas pelas atividades econdmicas.

Ao passar a fazer parte da carteira do ISE, a Acesita
deu mais um passo na estruturagdo de sua imagem
junto aos seus publicos de relacionamento (stake-
holders), baseada nos conceitos da responsabilidade
social, da boa governanca corporativa e da pro-
mocado da sustentabilidade de suas atividades no
longo prazo.

Nesse processo, a transparéncia e a comunicacao
ativa com o mercado financeiro tém sido fortemente
exercidas pela Companhia.

Il Governance structure

In December 2006, Acesita became part of the
Bovespa's Corporate Sustainability Index (ISE) portfolio.
Bovespa awards this distinction to companies that adopt
management models based on the concept of corporate
sustainability. Such models cover not only the quality of
their industrial and commercial operations, but also initia-
tives to protect the environment and to improve the social
conditions of the communities affected by their economic
activities.

Being part of the ISE portfolio means that Acesita has
taken a further step with the purpose of having a better
image before the eyes of its stakeholders, based on the
concepts of social responsibility, good corporate gover-
nance, and long-term business sustainability.

Transparency and active communication with the finan-
cial market played a key role in this process.



I | Conselho de Administracéo

O Conselho de Administracdo da Acesita é
composto por 10 membros, que séo indica-
dos pelos acionistas da seguinte forma: oito
conselheiros sdo indicados pela Arcelor
Mittal; um pelo fundo que redne os emprega-
dos da Empresa, o CIGA; e um pelos
acionistas preferencialistas, atualmente indi-
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estratégicas e acompanhar o desenvolvi-
mento dos negdcios. No dia 15 de dezembro
de 2006, o quadro de conselheiros foi alte-
rado com a saida de Paul Lodewijk Juul
Emiel Matthys e Lucia Maria Coelho Weaver
e a entrada de Matthias Jirgen Wellhausen
e Mauricio Moura Portugal Ribeiro. O manda-

to do atual Conselho de Administracdo sera
encerrado em abril de 2008.

cado pelo BNDESPar. O Conselho redne-se
mensalmente para estabelecer as diretrizes

(Da esq. para dir. /from left to right)

Leonardo Dutra de Moraes Horta, Antonio
Alberto Gouvéa Vieira, Gerard André Roger
Piccard, Pascal Payet Gaspard, Matthias

Jirgen Wellhausen

Eustaquio Cota Magalhées, Luiz Anibal de
Lima Fernandes, Jean-Yves André Aimé
Gilet, José Armando de Figueiredo Campos,

Mauricio Moura Portugal Ribeiro

1 | Board of Directors

Acesita's Board of Directors is composed by
10 members who are elected by the share-
holders in the following manner: eight board
members are appointed by Arcelor Mittal;
one by CIGA, an employee investment fund;
and one by the preferred share holders
under the leadership of BNDESPar. The
Board meets once a month to set strategic
guidelines and keep track of the develop-

ment of the Company's business. On
December 15, 2006, the staff serving on the
Board was changed with the withdrawal of
Paul Lodewijk Juul Emiel Matthys and Lucia
Maria Coelho Weaver, who were substituted
by Matthias Jiurgen Wellhausen and Mauricio
Moura Portugal Ribeiro. The term of office of
the present Board of Directors will end in
April 2008.




Acesita. Presente no futuro.

0l | 'Membros do Conselho de Administracao

Members of the Board of Directors

JEAN-YVES ANDRE AIME GILET

Presidente / Chairman

Formado em Engenharia pela Ecole Polytechenique e pela Ecole des Mines de Paris, o sr. Gilet foi
Presidente da Acesita de 1998 a 2000. Foi Presidente das empresas do Grupo Usinor Imphy S/A e Ugine
Savoie. Foi, ainda, Diretor Geral da La Meusienne S.A. Na Usinor, ocupou os cargos de Diretor de Assuntos
Internacionais e Diretor de Estratégia e Planejamento. Foi chefe de Gabinete do Ministério de Aménagement
du Territorie et dés Reconversions na Franca. Atualmente, € membro do Conselho de Administracédo da
Arcelor Brasil e assessor do CEO da Arcelor Mittal, responsével pela reorganizagdo mundial da drea de negé-
cios de acos inoxidaveis.

Mr. Jean-Yves André Aimé Gilet holds a Bachelor's Degree in Engineering from the Ecole Polytechenique and the
Ecole des Mines de Paris. He was President of Acesita from 1998 to 2000. He was President of the companies of
the Usinor Imphy S/A Group and Ugine Savoie. He also served as General Director of La Meusienne S/A. At Usinor,
he held the positions of Director for International Business and Director for Strategy and Planning. He served as Chief
of Staff of the French Ministry of Aménagement du Territorie et dés Reconversion. Today, he serves on the Board of
Directors of Arcelor Brasil and acts as an advisor to the CEO of Arcelor Mittal. He is responsible for the global reorga-
nization of the stainless steel business.

JOSE ARMANDO DE FIGUEIREDO CAMPOS

Vice-presidente / Vice-Chairman

Engenheiro de Minas formado pela Universidade Federal de Ouro Preto, Escola de Minas e Metalurgia.
Foi Diretor-Presidente da CST. Atuou nas éreas de Mineracéo, Desenvolvimento e Metalurgia da Cia. Vale do
Rio Doce (CVRD). Foi Presidente do Instituto Brasileiro de Siderurgia (IBS) e Presidente do Instituto
Latinoamericano del Fierro y el Acero (llafa). Atualmente, é Diretor-Presidente e Diretor da Area de Negdcios
da Diviséo de Acos Planos da Arcelor Brasil.

Mr. José Armando de Figueiredo Campos holds a Bachelor's Degree in Mining Engineering from the Federal
University of Ouro Preto, School of Mining and Metallurgy. He served as Director-President of CST. He worked in the
areas of Mining, Development and Metallurgy of the Cia Vale do Rio Doce (CVRD). He was President of the Instituto
Brasileiro de Siderurgia - IBS (the Brazilian Siderurgy Institute) and of the Instituto Latinoamericano del Fierro y el
Acero-llafa (the Latin-American Iron and Steel Institute). - He is currently the Chief Executive Officer and Director
of the Flat Steels Business Division of Arcelor Brasil.

MATTHIAS JURGEN WELLHAUSEN

Graduado em Macroeconomia pela Universidade de Hamburgo. Atuou na Area de Estratégia e
Desenvolvimento de Produtos no Landesbank Kiel; foi Gerente de Controladoria e Precificacdo da IBM;
Diretor de Tesouraria da Northern Europe e Diretor Financeiro da Eko Stahl, onde também era encarregado
pelas dreas de Assuntos Juridicos e Auditoria. Atualmente é Diretor de Programagéo ligado a Diretoria de
Agos Longos da Arcelor, em Luxemburgo, responsével por conduzir a otimizagao dos custos indiretos do setor.

B.S. in Macroeconomics at Hamburg University. Worked in the Product Strategy and Development Division
of Landesbank Kiel; acted as a Controllership and Pricing Manager at IBM; served as Treasury Director at
Northern Europe and as Finance Director at Eko Stahl, where he was also in charge of Legal Affairs and
Auditing. Today, he occupies the position of Programming Director, which is related to Arcelor's Flat Steels
Directorship, in Luxemburg. As such, he is responsible for optimizing the sector's indirect costs.
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ANTONIO ALBERTO GOUVEA VIEIRA

Graduou-se em Direito pela Pontificia Universidade Catdlica do Rio de Janeiro, onde também cursou pds-
graduacio em Administracdo de Empresas. E Presidente dos Conselhos Consultivos do Banco Credit Agricole
Brasil SA. e Portugal Telecom, sendo também sécio da Gouvéa Vieira Advogados. O sr. Vieira € membro do
Conselho de Administragdo da Leroy Merlin Cia. Brasileira de Bricolagem e foi membro do Conselho Fiscal da
Ambey, membro do Conselho de Administragao da Cia. Vidraria Santa Marina e da Telesp Celular Participagdes.

Antonio Alberto Gouvéa Vieira is Chairman of the Advisory Board of the Bank Credit Agricole Brasil SA.
and of Portugal Telecom, and partner of law firm Gouvéa Vieira Advogados. He is member of the Board of
Directors of Leroy Merlin Cia. Brasileira de Bricolagem. He was member of the Statutory Audit Committee of
Ambev, member of the Board of Directors of Cia. Vidraria Santa Marina and of Telesp Celular Participacoes. He
holds a Bachelor's Degree in Law from the Catholic University of Rio de Janeiro where he attended a PhD
course in Business Administration.

EUSTAQUIO COTA MAGALHAES

Graduou-se em Engenharia Siderirgica pela PUC-MG e em Engenharia Metallrgica pelo Minas Instituto
de Tecnologia. Pés-graduado em Administracdo Financeira pelo Instituto Catélico de Minas Gerais em
Gestao Empresarial pela UNA/FGV. Foi funcionédrio da Acesita, onde exerceu a funcdo de Analista
Financeiro. Atualmente, € membro do Conselho Fiscal da Associacdo de Lazer dos Funcionérios da Acesita
(ALFA) e Presidente do Clube de Investimento dos Empregados do Grupo Acesita (CIGA).

Eustaquio Cota Magalhées worked as a Financial Analyst at Acesita. Today, he serves on the Statutory Audit Board
of Acesita's Employee Recreational Association (ALFA) and as the Chairman of Acesita's Employee Investment Club
(CIGA). He holds a Bachelor's Degree in Siderurgical Engineering from the PUC -MG (the Catholic University of Minas
Gerais) and in Metallurgical Engineering from the Minas Instituto de Tecnologia (Minas Institute of Technology). He
holds a Bachelor Degree in Business Administration from the Instituto Catdlico de Minas Gerais (Minas Gerais Catholic
Institute) and in Corporate Management by UNA/FGV.

MAURICIO MOURA PORTUGAL RIBEIRO

Formado em Direito pela Universidade Federal da Bahia e Mestre pela Pontificia Universidade Catdlica
de Sdo Paulo e pela Harvard Law School. E Diretor da Unidade PPP (Parcerias Publico Privadas) do
Ministério do Planejamento, Orgamento e Gestdo do Governo Federal do Brasil e professor da SBDP -
Sociedade Brasileira de Direito Publico. Também foi consultor na drea de Direito Administrativo do BID -
Banco Interamericano de Desenvolvimento e do Ministério do Planejamento, Orcamento e Gestao.

Mauricio Moura Portugal Ribeiro holds a Bachelor's Degree in Law from the Federal University of Bahia and a
Master's Degree in Law from the Catholic University of S&o Paulo and the Harvard Law School. He is Director for the
PPP (Public Private Partnerships) Unit of the Brazilian Government Ministry of Planning, Budget and Management
and professor at the SBDP - Sociedade Brasileira de Direito Piblico (the Brazilian Society of Public Law). He was
also advisor for the IDB - Interamerican Development Bank and for the Ministry of Planning, Budget and Management.

LUIZ ANIBAL DE LIMA FERNANDES

O sr. Fernandes é graduado em Engenharia Mecanica e Elétrica pela Universidade Federal de Minas Gerais
(UFMG) e fez cursos de aperfeicoamento e especializacio em sistemas elétricos, informética, administracéo e
financas. Na Acesita, exerceu os cargos de Presidente, Diretor de Desenvolvimento e Diretor Financeiro e de
Relagbes com Investidores. O sr. Fernandes ocupou cargos diretivos na Mendes Junior Participagdes S/A,
Eletrobrés, Siderbras, Cemig, Gasmig e Basagro. Também presidiu o Banco de Desenvolvimento de Minas Gerais
(BDMG); a Associacéo dos Bancos de Desenvolvimento (ABDE) e a Minas Gerais Participacdes SA. (MGI).

Luiz Anibal de Lima Fernandes served as President, Development Director, Financial Director and Director
of Investor Relations at Acesita. He held management positions at Mendes Junior Participagdes S/A, Eletrobras,
Siderbras, Cemig, Gasmig and Basagro. He was also president of the Banco de Desenvolvimento de Minas
Gerais (BDMG); the Associacio dos Bancos de Desenvolvimento - ABDE (the Association of Development
Banks) and Minas Gerais Participacoes S/A -MGl. He holds a Bachelor's Degree in Mechanical and Electric
Engineering from the Federal University of Minas Gerais - UFMG, and attended various training and specializa-
tion courses in electric systems, information technology, administration and finances.
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LEONARDO DUTRA DE MORAES HORTA

Graduado em Administrago e Direito pela Universidade de Juiz de Fora, com MBA no Peter Drucker
Graduate Center, Claremont College (Califérnia, EUA). E Vice-presidente Executivo de Finangas e de Relacoes
com Investidores da Arcelor Brasil. Na CST, foi Diretor Financeiro e Administrativo, sendo responsével também
pelas dreas de Relagdes com Investidores, Recursos Humanos e Tecnologia da Informacdo. Foi Diretor
Executivo da Companhia Bozano, Simonsen; Diretor Financeiro da Cia. Siderdrgica Paulista (Cosipa) e atuou em
vérias unidades da Cia. Vale do Rio Doce, onde iniciou sua carreira como executivo.

Leonardo Dutra de Moraes Horta holds a Bachelor's Degree in Business Administration and Law from the
University of Juiz de Fora, and an MBA from Peter Drucker Graduate Center, Claremont College (Califérnia, EUA).
He is the Financial and Investor Relations Executive Officer of Arcelor Brasil. At CST, he served as Financial and
Administrative Director, being responsible for the areas of Investor Relations, Human Resources and Information
Technology. He was Executive Director of Companhia Bozano, Simonsen and Financial Director of Cia. Sidertrgica
Paulista (Cosipa). He worked in various units of the Cia. Vale do Rio Doce, where he started his careeer as an
executive.

GERARD ANDRE ROGER PICARD

Graduado Administrador de Empresas pela HEC Business School, o sr. Picard tem desenvolvido sua car-
reira profissional na drea de siderurgia. Assumiu vérios cargos gerenciais nas areas financeira e operacional
do grupo Usinor e na Nozal, rede de distribuicdo de acos, da qual foi Presidente. Em seguida, foi Vice-
Presidente da Arus, desde a incorporagao da Nozal na joint-venture com a Arbed até sua transferéncia para
o grupo Klockner. Posteriormente, foi Presidente da Francosteel e da Usinor Canadé. Retornou & Europa em
2002 para assumir a Vice-Presidéncia da Arcelor.

Gerard André Roger Picard holds a Bachelor's Degree in Business Administration from the HEC Business
School. His career has been focused on the siderurgical area. He assumed various management positions in
the financial and operating areas of the Usinor group and Nozal, a steel distribution chain, in which he served
as President. He became Vice-President of Arus, since Nozal's incorporation into the joint venture with Arbed
up until his transfer to the Klockner group. Later, he became President of Francosteel and of Usinor Canada.
He returned to Europe in 2002 to assume the vice-presidency of Arcelor.

MICHEL PASCAL ANDRE PAYET-GASPARD

Graduado pela Ecole Polytechnique e pelo Massachussets Institute of Tecnology - Sloan School of
Manangement, o sr. Gaspard é Presidente da Arcelor Stainless International. Foi Diretor Comercial da Divisdo
de Produtos Longos de Acos Inoxidaveis da Ugine, administrou a usina Hagondange da Ascometal, sendo, em
seguida, nomeado Presidente da Ascoforge, Diviséo de Forjados da Ascometal. Ao juntar-se ao grupo Usinor,
assumiu a Vice-Presidéncia da divisao de Desenvolvimento Automotivo e, de volta & Ugine, foi nomeado Vice-
Presidente de Vendas e Marketing. Em 2002, na criagcdo do grupo Arcelor, assumiu a Vice-Presidéncia Sénior
da U&A.

Michel Pascal André Payet-Gaspard holds a Bachelor Degree form the Ecole Polytechnique agnd the
Massachussets Institute of Tecnology - Sloan School of Manangement. He serves as President of Arcelor
Stainless International. He served as Commercial Director of Ugine's Flat Stainless Steel Products Division,
managed the Ascometal's Hagondange plant and was later appointed as President of Ascoforge, the
Ascometal's Forged Steel Division. Upon joining the Usinor group, Gaspard assumed the Vice-Presidency of the
Automotive Development division and, back to Ugine, he was appointed Vice President of Sales and Marketing.
When the Arcelor group was created in 2002, he assumed the Senior Vice-Presidency of U&A.
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B | Diretoria Executiva

A Diretoria Executiva da Acesita é profissional e técnica. A indi-
cacao dos diretores é delegada a Arcelor Mittal e todos os indi-
cados estdo sujeitos & aprovacao do Conselho de Administracao.
A eleicao para a nova diretoria acontece em abril de 2007,
durante a Assembléia Geral Ordinéria (AGO), para um mandato
de dois anos.

(da esq. para dir. / from left to right) Paulo
Roberto Magalhdes Bastos (Diretor de
Operacoes Industriais / Industrial Operations
Director ); Gilberto Audelino Correa (Diretor
Financeiro e de Relacdes com Investidores
e Diretor de Recursos Humanos e
Administracdo / Financial Director, Investor
Relations Director and Human Recourses and
Management Director); Sérgio Augusto
Cardoso Mendes (Diretor de Negécios /
Business Director); Jean-Philippe André
Demaél (Diretor-Presidente / CEO); Benoit
Pierre Marie Carrier (Diretor Técnico e de
Desenvolvimento / Technical and

Development Director).

IDD Board of Officers

Acesita's Board of Officers is professional and technical. Officer appoint-
ment has been delegated to Arcelor Mittal, and all the nominees are sub-
ject to approval by the Board of Directors. Election for the new board will
be held in April 2007 during the Ordinary General Meeting (AGO); offi-
cers will be elected for a two-year term of office.
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0 | Membros da Diretoria Executiva

Members of the Board of Officers

JEAN-PHILIPPE ANDRE DEMAEL
Diretor-Presidente / CEO

Na Arcelor, exerceu os cargos de Diretor do Pdlo Automobilistico Ugine & ALZ e de Presidente da
Matthey & Tubos Inox. O sr. Demaél foi Diretor de Estratégia do Setor Inox do Grupo Usinor, Diretor Geral da
Business Unit Tubes Inox da Arcelor e Presidente da Business Unit do Grupo Matthey (sede na Suica).
Graduou-se em Enegnharia pela Ecole de Mines (Franca).

Jean-Philippe André Demaél served as Arcelor's Director of the Automotive Complex Ugine & ALZ and also
as President of the Matthey & Tubos Inox. Mr. Demaél served as Strategy Director of the Grupo Usinor's Inox
Sector, General Director of Arcelor's Tubos Inox Business Unit and President of the MattheyGroup's Business
Unit (headquartered in Switzerland). He holds a Bachelor's Degree in Engineering from the Ecole de Mines
(France).

GILBERTO AUDELINO CORREA

Diretor Financeiro e de Relagées com Investidores e Diretor

de Recursos Humanos e Administracdo / Financial Director, Investor

Relations Director and Human Recourses and Management Director
Ocupou vérios cargos no Banco do Brasil, foi Presidente do Conselho de Administragéo da Cia. de
Eletricidade da Bahia, Conselheiro da Valepar e Diretor de Investimentos da Previ. Graduou-se em
Administracao de Empresas pela Faculdade de Ciéncias Contabeis e Administragéo de Votuporanga, em Séo
Paulo.

Correa held various positions at Banco do Brasil, he was Chairman of the Board of Directors of the Cia. de
Eletricidade da Bahia, Advisor to Valepar and Investment Direcotr of Previ. He holds a Bachelor's Degree in
Business Administration from the Faculdade de Ciéncias Contabeis e Administracéo de Votuporanga (School
of Accounting Sciences and Administrstion of Votuporanga) in Sao Paulo.

SERGIO AUGUSTO CARDOSO MENDES

Diretor de Negdcios / Business Director

Ocupou diversos cargos na CST. Foi Engenheiro de Vendas e Assisténcia Técnica e Assessor da Diretoria
Comercial da Ferbasa - Cromita do Brasil S.A. e Engenheiro de Vendas da Cia. Sidertrgica Paulista - Cosipa.
Graduou-se em Engenharia Industrial Metallrgica pela Escola de Engenharia Industrial Metaldrgica de Volta
Redonda.

Mendes held various positions at the CST. He served as Sales and Technical Assistance Engineer and
Advisor for the Executive Board of Ferbasa- Cromita do Brasil S.A, and Sales Engineer for Cia. Siderurgica
Paulista - Cosipa. He holds a Bachelor's Degree in Industrial Engineering by the Escola de Engenharia Industrial
Metalirgica de Volta Redonda (the Volta Redonda School of Metallurgy and Industrial Engineering).



Acesita. Present in the future.

PAULO ROBERTO MAGALHAES BASTOS

Diretor de Operagées Industriais / Industrial Operations Director

Na Acesita, ocupou os cargos de Gerente da Laminacdo a Frio de Inoxiddveis, Superintendente de
Produtos Planos, Superintendente de Infra-estrutura e Superintendente de Inoxidaveis. E Diretor da
Associacdo Brasileira de Metalurgia e Materiais (ABM). Formou-se em Engenharia Metaldrgica pela
Universidade Federal de Ouro Preto e é Mestre em Metalurgia Fisica pela Universidade Federal de Minas
Gerais e em Gestdo Avancada pela Fundagédo Dom Cabral.

He served as Manager of the Stainless Steel Cold Rolling Division, Director of the Flat Products Division,
Director of Infrastructure and Director of the Stainless Steels Division at Acesita. He is Director of the
Associacéo Brasileira de Metalurgia e Materiais ~ABM (the Brazilian Association of Metallurgy and Materials).
He holds a Bachelor's Degree from the Federal University of Ouro Preto, a Master Degree in Physical
Metallurgy from the Federal University of Minas Gerais and in advanced management by the Fundagédo Dom
Cabral foundation.

BENOIT PIERRE MARIE CARRIER

Diretor Técnico e de Desenvolvimento / Technical and Development Director

Na Industeel foi Diretor dos Departamentos de Forjaria e Fundicéo e, posteriormente, Diretor da usina de
Creusot. Ainda na Industeel, dirigiu a Unidade de Negdcios de Construgéo, Calderaria e Crioengenharia e
atuou como Diretor responsével pela estratégia e desenvolvimento. E graduado em Engenharia Metaldrgica
pela Ecole Centrale de Paris.

He served as Director of the Forging and Casting Divisions at Industeel, and subsequently as Director of the
Creusot Mill. While still at Industeel, he directed the Construction, Boiler Shop and Cryogenic Engineering
Business Unit, and acted as a Director in charge of strategic planning and development. He holds a Bachelor's
Degree in Metallurgy Engineering from the Paris Ecole Centrale.



Acesita. Presente no futuro.

I || Conselho Fiscal / Statutory Audit Committee

O Conselho Fiscal da Acesita é composto por quatro membros efetivos e
igual nimero de suplentes, eleitos pela Assembléia Geral de Acionistas, para
um mandato de um ano. Além de exercer as funcdes que sdo de sua com-
peténcia, os conselheiros se reinem mensalmente para analisar e opinar
sobre as contas da Companhia. A elei¢éo para o novo Conselho Fiscal acon-
tecerd em abril de 2007.

Acesita's Statutory Audit Committee is composed by four permanent members elec-
ted by the General Shareholders' Meeting for a one-year term of office. In addition to
carrying out the activities which are within their competence, the members of the Audit
Committee hold meetings on a monthly basis to analyze and give their opinion on the
Company's accounts. Election for the new Committee will be held in April 2007,

DRACIO DE OLIVEIRA

Graduado nos cursos de Direito pela Faculdade Brasileira de Ciéncia Juridica; de
Administragéo e de Contabilidade pela Faculdade de Ciéncias Contdbeis e Administrativas
Moraes Junior. Possui vasta experiéncia na drea previdencidria, onde atuou como repre-
sentante e conselheiro de diversas instituicdes. E advogado autdnomo desde margo de
2001 e também Conselheiro Representante dos Aposentados de Furnas.

Horéacio de Oliveira holds a Bachelor's Degree in Law from the Faculdade Brasileira de Ciéncia
Jurfdica; in Administration and Accounting from the Faculdade de Ciéncias Contabeis e
Administrativas Moraes Junior. He has vast experience in the social security area where he
worked as representative and advisor to various institutions. He works as an autonomous
lawyer since March 2001 and is also Representative Advisor to Furnas Retired Employees.
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EDEVALDO FERNANDES DA SILVA

Formado em Ciéncias Econdmicas pela Faculdade de Economia, Financas e Administragéo
de S#o Paulo e especialista em Banking pela Universidade Mackenzie. E Diretor Técnico
da Genco Gestédo e Negociagao e Professor Especialista dos Cursos de Graduagéo e Pds-
Graduacdo da Universidade S&o Francisco/SP. Atua também como conselheiro da
Associac8o Paulista das Entidades de Previdéncia Municipal (APEPREM) e da Associacéo
Brasileira dos Institutos de Previdéncia de Estados e Municipios (ABIPEM).

Edevaldo Fernandes da Silva holds a Bachelor's Degree in Economic Sciences from the
Faculdade de Economia, Finangas e Administragdo de Sao Paulo and is an expert in Banking
from the Mackenzie University, He is Technical Director at Genco Gestao e Negociagéo, and a
Specialist Professor in the undergraduate and graduate courses offered by Séo Francisco
University (SP). He also serves as advisor to the Associacdo Paulista das Entidades de
Previdéncia Municipal APEPREM (the Séo Paulo State Association of Social Security Entities)
and the Associagao Brasileira dos Institutos de Previdéncia de Estados e Municipios - ABIPEM
(the Brazilian Association for the States and Municipalities Social Security Institutions).

RAUL GOMIDE

Graduado em Ciéncias Contdbeis pela Faculdade de Ciéncias Contabeis de Caratinga e
em Administracdo pela Faculdade de Administracéo de Governador Valadares. Também foi
Sécio-Gerente da empresa Gomide & Pires Servicos e Representagdes Ltda. Ocupou
vérios cargos na Acesita no periodo de 1958 a 1993.

Gomide holds a Bachelor's Degree in Accounting Sciences by the Faculdade de Ciéncias
Contébeis de Caratinga (the School of Accounting Sciences of Caratinga) and in Administration
by the Faculdade de Administracdo de Governador Valadares (School of Administration of
Governador Valadares). He was also Managing Partner of the company Gomide & Pires
Servicos e Representacdes Ltda. He held various positions in Acesita between 1958 to 1993.

LUCIANE FERNANDES GORGULHO

Graduada e Mestre em Economia pela UFRJ. E gerente da Area de Insumos Bésicos do
BNDES, sendo responsavel pela andlise dos pleitos de financiamento e projetos de inves-
timentos das empresas do Grupo Arcelor e outras empresas dos setores de siderurgia, mi-
neragio e cimento, tendo anteriormente exercido o cargo de Assessora da Area de
Comércio Exterior. Exerceu as funcdes de Chefe do Departamento de Desenvolvimento de
Novas Operagdes e Superintendente da Area de Empresas junto ao FINEP. Também
exerceu 0s cargos de Analista e Gerente no BNDESPAR na realizagdo de operagdes de
investimento de capital de risco com empresas emergentes.

B.S. and Master of Economics from UFRJ. Manager of BNDES's Basic Supplies Division, where
she is responsible for analyzing financing applications and capital investment projects proposed
by the members of Arcelor Group and other companies engaged in the steel, mining and
cement business. Before that, she acted as Advisor to the Export/Import Division. Luciana
Gorgulho has already served as Head of Department for the Development of New Operations,
and Superintendent of the Corporate Division at FINEPF, and as an analyst and manager at
BNDESPAR, where she carried out venture capital investment operations involving start-ups.
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il Equipe de superintendentes

Team of directors

(Da esq para dir. / from left to right) José Antonio Gimenez (Financeiro / Finance); Jaime Antonio Gasparini
(Logistica / Logistics); Marco Aurélio de Alacoque (Recursos Humanos / Human Resources); Carlos
Eduardo Junqueira (Projetos de Desenvolvimento / Development Projects); llder Camargo* (Projetos e
Sistemas / Projects & Systems); ftalo Stefani (Suprimentos / Supplies); Clénio Afonso Guimaraes
(Produtos Inoxidaveis e Carbono / Stainless Steel and Carbon Products); Rui Santiago™ (Produtos
Siliciosos / Silicon Steel Products); Eduardo Brito (Negécios Silicio e Carborno / Silicon and Carbon
Business); Roberto Manella (Infra-estrutura / Infrastructure); Roberto Nardocci (Negécios Inoxidaveis /
Stainless Business); Guy Broutechoux (Controladoria e Contabilidade / Control & Accounting)

* até primeiro semestre de 2006 ** substituido por Leonan Almeida
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= Alofsio Ferreira Filho
@ (Assessoria Juridica e Institucional / Legal and
- & Institutional Affairs) e Mario Porto
N "‘J (Operacdes Comerciais Internas / Internal
’ \ Comercial Operation)
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Relacdes com investidores

INnvestor relations

A transparéncia e a comunicacao ativa com o mercado
financeiro tém sido fortemente exercidas pela
Companhia. Em 2006, a Acesita realizou trés apresen-
tacOes para investidores e analistas do mercado finan-
ceiro, com apoio das Apimec (Associacdo dos Analistas
e Profissionais de Investimento do Mercado de Capitais)
regionais de Belo Horizonte, Sdo Paulo e Rio de Janeiro.

Entre as iniciativas para tornar a Empresa mais trans-
parente, as apresentagdes e teleconferéncias, quando
da divulgacao dos resultados trimestrais, sao hoje uma
pratica sistemética. Além disso, foram realizadas de-
zenas de reunidoes com analistas de mercado, acio-
nistas e demais stakeholders nos escritérios da Com-
panhia, bem como visitas t€cnicas a planta industrial.

Como garantia da transparéncia e do tratamento
igualitario na divulgagdo e acesso dos diversos publi-
cos as informacdes relevantes, a Acesita possui uma
Politica de Divulgagéo de Ato ou Fato Relevante onde
estdo estabelecidas as bases para uma comunicagao
eficaz e sem privilégios entre a Empresa e seus diver-

Transparency and active communication with the finan-
cial market have been exercised intensively by the
Company. In 2006 Acesita held three presentations for
the financial market's investors and analysts with the
support of the regional Apimecs (Association of Analysts
and Investment Professionals of the Capital Markets) of
Belo Horizonte, Sdo Paulo and Rio de Janeiro.

Among the initiatives intended to make the Company
more transparent, presentations and conferences
upon the announcement of quarterly results are usual
today. In addition, various meetings were held with
market analysts, shareholders and other stakeholders
at the Company's offices and technical visits were
made to the industrial plant.

So as to attest to transparency, equity and fair treat-
ment regarding the announcement and access of the
public to material information, Acesita has a Policy for
the Announcement of Material Act or Fact. Such poli-
cy sets forth the basis for efficient and unprivileged
communication between the Company and its publics.

sos publicos de relacionamento.

Composigdo acionéria em 31/01/2007
Shareholding structure (as of 01/31/2007)

Acionistas / Shareholders ON % PN % Total %
Arcelor Spain Holding SL 139590587 5606 7984.457 1608 21944044 2944

0695960 3894 10942076 2204 20638036 2768

Arcelor Acos Especiais do Brasil

Total Arcelor 23655547 9500 189265633 3812 42582080 5712

Caixa de Previdéncia de Funcionédrios do Sistema Baner;j 268543 1,08 162.146 0,33 430.689 0,58
em Liquidacdo Extrajudicial - PREVI BANERJ

POSTALIS - Instituto de Seguridade dos Correios e 147189 0,59 0 = 147189 0,20
Telégrafos

Clube de Investimentos dos Empregados do 99,943 0,40 457 0,00 100.399 0,13

Grupo Acesita - CIGA

Real Grandeza - Fundacéo de Previdéncia e 93.088 0,37
Assisténcia Social

0 = 93.088 012

Total do grupo de Controle 24264309 9744 19.089.136 3845 43353445 58,15

Accountancy group total

BNDESPAR 0 0,00 12707826 2560 12707826 1705

Tarpon investimentos 300 0,00 3562648 718 3562948 4,78

Caixa de Previdéncia de Funcionérios do Banco 0 000 5178145 10,43 5.178.145 6,95

do Brasil - PREVI

Acdes em tesouraria 148901 060 105.490 0,21 254.391 0,34
Shares in treasury

Qutros 487355 196  9.004.267 18,14 9491622 1273
Others

Total 24900865 10000 49647512 10000 74548377 100,00

Total
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B Mercado de capitais

O reconhecimento pelo mercado da profunda
melhora dos fundamentos da Acesita, de seu
correto posicionamento mercadoldgico e da efi-
ciéncia de sua estrutura operacional, ficou evi-
denciado na valorizacdo de 87,0% das acdes
preferenciais da Companhia negociadas na
Bolsa de Valores de S&o Paulo. As acdes
ordindrias apresentaram uma valorizagdo de
66,4%. No mesmo periodo, o Ibovespa, indice
que mede o desempenho das agdes de maior
liquidez da Bolsa, registrou alta de 32,9%.

No encerramento do exercicio, as agdes prefe-
renciais da Acesita eram cotadas a R$ 54,59, e
as acoes ordindrias a R$ 54,90, correspondendo
a um valor de mercado da Companhia de R$ 4,1
bilhdes em 31 de dezembro.

Somada a valorizacdo das acdes no ano aos
pagamentos Juros sobre Capital Préprio (JCP) e
de dividendos ja declarados (ver Fatos Rele-
vantes), o retorno total aos acionistas correspon-
deu a 71,14% para os detentores de acdes ordi-
narias e de 92,96% para os detentores de agdes
preferenciais.

ACES4 X Ibovespa
(IBF 29/12/05 = 100)

B Capital markets

The 87% appreciation of Acesita's preferred shares
traded on the BOVESPA attests to the market's
acknowledgment of the substantial improvement of
Acesita's structure, its correct market positioning, and
the efficiency of its operating organization. The
Company's common shares appreciated by 66% in
fiscal 2006. In the same period, the Sao Paulo Stock
Exchange Index (Ibovespa), which measures the per-
formance of the most actively traded stocks, climbed
by 32.9%.

At the end of FY 2006, Acesita's preferred shares
were quoted at R$ 54.59 and its common shares at
R$ 54.90, corresponding to a R$ 4.1 billion market
capitalization as of December 31.

When the appreciation of Acesita's stocks in 2006 is
added to the Interest on Equity and dividends already
declared (see - Main Events in the Year), total share-
holder remuneration amounted to 71.14% for com-
mon shareholders, and 92.96% for those holding pre-
ferred stocks.

190 M ACES4
W Ibovespa

87,0%

32,9%

DEZ/05 JAN/06 FEV/06 MAR/06 ABR/06 MAIV06 JUN/O6 JUL/OB AGO/06 SET/06 OUT/06 NOV/06 DEZ/06
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B Auditoria independente

As politicas da Companhia e de suas controladas no que tange a con-
tratacdo de servigos juntos aos seus auditores independentes, nao rela-
cionados a servigos de auditoria externa, asseguram que nao haja con-
flito de interesses, perda de independéncia ou objetividade. Eventuais
servigos contratados tém acompanhamento por parte da Administracao
da Companhia, cabendo as decisdes aos seus 6rgaos de administracao,
de acordo com os niveis de aprovagéo definidos no estatuto da Acesita.

No exercicio de 2006, néo foram contratados junto ao auditor externo
da Companhia e suas controladas, servigos nao relacionados a audito-
ria externa conforme definido pelas normas da Comisséo de Valores
Mobilidrios.

Bl | Independent auditors

The policies maintained by Acesita and its subsidiaries regarding the hiring of
independent auditors for services not related to external auditing are intended
to prevent any conflicts of interest and loss of independence or objectivity.
Such services, when contracted, are followed closely by Company Mana-
gement. Decisions related thereto are incumbent upon competent mana-
gement bodies according to the levels of approval defined in Acesita's bylaws.

In 2006, the Company's and its subsidiaries" external auditors were not con-
tracted to carry out any services non-related to external auditing, pursuant to
the rules set by the Brazilian Securities and Exchange Commission (CVM).



IHH Gestdo estratégica

Os modelos de gestao adotados hoje
pela Acesita, somados a um claro posi-
cionamento estratégico comercial, com-
pdem a base que garantird a sustentabi-
lidade dos negécios da Companhia, inde-
pendentemente das tradicionais oscila-
coes ciclicas do mercado internacional
de acos especiais.

Sao objetivos estratégicos da Com-
panhia a manutencao da posicao de lide-
ranca no mercado brasileiro, o forneci-
mento preferencial de agos especiais pa-

The management standards adopted by
Acesita today, together with a well-defined
commercial strategy, provide the basis for
the company's future sustainability regar-
dless of the cyclic fluctuations that have tra-
ditionally affected the international market
of silicon steels.

The Company's strategic objectives include
maintaining its market leadership in Brazil,
supplying silicon steels to different markets,

ra a América do Sul e o fortalecimento
de seu status de player mundial no seg-
mento de acos inoxidaveis.

Para tanto, a Acesita vem adotando uma
estratégia comercial focada na aproxi-
magdo com seus clientes, agregando
valor aos seus produtos e construindo
um ambiente de parcerias que incentive
a ampliacdo da base de consumo dos
acos produzidos pela Companhia, princi-
palmente no Brasil e demais paises da
América do Sul.

especially to those in South America, and
enhancing its own status as a world player in
the stainless steels segment.

To accomplish these objectives, Acesita has
adopted a commercial strategy focused on
building a closer relationship with its custo-
mers, adding value to its products, and crea-
ting partnerships to stimulate the consumption
of Company's steel products, particularly in
Brazil and other South American countries.



Bl | Gestzo de riscos

| Risco cambial

A Acesita diminuiu sua exposicao ao risco cambial com
sua politica estratégica de reducao da divida. As dividas
tomadas em moeda estrangeira para financiamento
das exportacdes estao naturalmente protegidos contra
ocilacdes do cambio, ja que sdo lastreadas nas receitas
de venda, também em moeda estrangeira.

| Risco de crédito

O risco de crédito da Acesita encontra-se bastante
diluido. A maior parte das vendas da Companhia no
mercado interno € feita para a rede de centros de
servicos, que atende ao varejo, formada por empresas
solidas e, em sua maior parte, com vérios anos de mer-
cado e de relacionamento com a Acesita. As grandes
indUstrias que fazem compras diretamente com a
Companhia sdo empresas bem posicionadas em seus
mercados, reconhecidas por sua solidez, sendo vérias
delas players internacionais em seus segmentos. Para
as exportagdes, a Acesita mantém contratos com
empresas seguradoras de crédito.

| Riscos comerciais

A Acesita minimiza os riscos comerciais ao oferecer
prestacdo de servigos, assisténcia técnica e atendimen-
to personalizado aos clientes dos mercados estratégicos
da Companhia, que sdo o Brasil e demais paises da
América do Sul. Dessa maneira, a Acesita cria um impor-
tante diferencial competitivo e fideliza seus clientes. A
flexibilizagao da usina, capaz de produzir tanto agos inoxi-
daveis como elétricos e ao carbono/ligados, também
contribui para minimizar o risco de queda da demanda
para segmentos especificos de produtos.

| Riscos industriais

Através do programa de Gerenciamento de Risco
Operacional (GRO), a Acesita elimina ou coloca sob
controle os riscos de acidentes em todos os proces-
sos da usina em Timéteo. A metodologia do GRO é
baseada no modelo de gestao da qualidade ambiental
ISO 14001.

Todos os empregados da usina s&o treinados nos
procedimentos necessdrios a correta operagédo e
identificacdo de problemas apresentados pelos
equipamentos industriais e nos planos de controle
de eventuais acidentes operacionais.

A Acesita realiza auditoria interna anual do nivel de
seguranca nos oito grandes processos industriais
da usina. A cada dois anos, outra inspecao € realiza-
da pela Arcelor Mittal.
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B Risk management

|Currency risk

Acesita reduced its exposure to currency risk
through a strategic policy focused on reduction
of indebtedness. Foreign currency borrowings
for the financing of exports are naturally hedged
against currency fluctuations, given that they
are pegged to sales revenues, also in foreign
currency.

| Credit risk

The Company's credit risk is fully diluted. Most of
its sales to the domestic market are directed to a
chain of service centers that cater to the retail seg-
ment. Such chain comprises sound companies
with deep experience in the market and long-time
time relationship with Acesita. The great industries
that purchase directly from the Company are well-
positioned companies in the sector, well-known for
their financial soundness, many of them interna-
tional players in their respective segments. As
regards exports, Acesita maintained contracts with
credit insurance companies.

|Commercial risks

To reduce commercial risks, Acesita offers servi-
ces, technical support and personalized assistance
to its customers in markets that are considered as
strategic for the Company, such as Brazil and other
South-American countries. Thus, Acesita creates a
competitive edge and gains customer loyalty. The
versatility of the steel mill, capable of producing
stainless and silicon steels and carbon and alloy
steels has contributed to reduce the risks of a
sharp fall in demand in certain product segments.

Industrial risks

|Acesita uses the Operating Risk Management
Program (GRO) to reduce to zero or to control
operating accidents at the Timéteo steel mill. The
GRO methodology is based on the 1ISO 14001
model for environmental quality management.

All employees at the plant receive training regar-
ding the correct operation of the equipment and
instructions on plans capable of controlling emer-
gency situations in case of possible accidents.

Acesita carries out annual inspections to verify the
level of security at the plant's eight major indus-
trial processes. Arcelor Mittal carries out other
inspections at every two years.
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i Seguros e cobertura de riscos

O programa de seguros da Acesita e
de suas controladas assegura o patri-
monio das empresas diante dos riscos
a que estdo sujeitas. A Companhia
transfere os riscos para terceiros, ou
seja, contrata apdlice de seguro tendo
por base o resultado do trabalho de
gerenciamento de riscos operacionais
feito pelas unidades da Empresa.

Entre os principais contratos de se-
guros estdo a apdlice de seguros de
Riscos Operacionais, que cobre as per-
das materiais decorrentes de aciden-
tes na operacdo industrial e as perdas
financeiras ocasionadas por parali-
sacao de atividades, e as apdlices de
seguros de transportes de mercado-
rias, que acobertam as eventuais per-

das decorrentes nas operagdes de
compra e venda. Possui, ainda, apdlices
de seguro de vida em grupo; seguro-
saude; seguro de viagens; seguro de
automdveis e seguro contra riscos de
engenharia para os projetos de investi-
mento mais expressivos da Companhia.

A Acesita, desde 2004, participa do
programa Mundial de Seguros da
Arcelor Mittal, tendo parte da apdlice
de Riscos Operacionais pertencente a
esse programa. Dessa forma, a Acesita
integra o programa mundial de geren-
ciamento de riscos da Arcelor Mittal,
através do qual sao disseminadas as
melhores préticas e técnicas de geren-
ciamento de riscos aplicadas pelas
empresas do grupo.

Bl insurance and risk coverage

Acesita's (and its subsidiaries) insurance
program consists of policies aimed at
insuring the assets of the company against
risk exposure. The Company transfers the
risks to third parties, that is, it buys an
insurance policy based on the results of
the operational risk management of the
units responsible for controlling such risks.

The Operational Risk policy - that covers
property losses caused by industrial acci-
dents and the eventual losses resulting
from stoppage of activities - and the
Goods Transport Insurance - that covers
losses resulting from the purchase and

sale of goods, are among the Company's
most important insurance contracts. Wor-
thy of mentioning are the group life, health,
travel and car insurance, and the engi-
neering risk insurance to cover the Com-
pany's investment-intensive projects.

Since 2004 Acesita participates in Arcelor
Mittal's World Insurance Program and
holds a portion of the Operational Risk
policy of such program. Thus, a Acesita is
part of Arcelor Mittal's international risk
management program, through which the
best risk management practices and tech-
niques used by the group are divulged.



B Gestso operacional

A Usina Siderdrgica da Acesita, em
Timédteo, teve um ano sem ocorréncias
extraordindrias que interferissem na re-
gularidade das operacdes industriais ou
que comprometessem a produtividade.

Tao importante quanto os volumes
alcancados foi o esforco bem sucedido
de melhoria dos indices de qualidade e
de enobrecimento do mix de produtos,
com o crescimento de 77% na pro-
ducéo de inox laminados a frio e de
13,7% na produgéo dos agos siliciosos
de gréo orientado (GO), um dos agos
de maior complexidade da siderurgia
mundial.

Por conta da boa demanda pelos agos
elétricos, os investimentos para au-
mento da capacidade dos agos sili-
ciosos GO tiveram sua primeira etapa
concluida antecipadamente em outu-
bro de 2006, originalmente prevista
para marco de 2007. Essa primeira
etapa elevou a capacidade de produ-

c¢ao dos agos GO de 40 mil para 50 mil
toneladas/ano. A concluséo dos inves-
timentos, prevista para inicio de 2008,
elevard a producdo para 60 mil tone-
ladas/ano.

Outro acontecimento relevante de
2006 foram os investimentos em meio
ambiente. Foram implantados os sis-
temas de desempoeiramento do Alto
Forno 1 da usina, projeto que simboliza
a conclusdo das grandes intervencoes
na base industrial da Acesita.

O modelo de gestao adotado na usina
em Timéteo estd estruturado no Sis-
tema de Producéo Acesita (SPA). Tra-
ta-se de um programa de gestéo glo-
bal da performance da base industrial
pelo qual todas as oportunidades de
ganho de producdo sao mapeadas e
trabalhadas de forma a aumentar os
indices de funcionamento, de produtivi-
dade e de qualidade dos processos e
dos equipamentos da usina.

I Operating management
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Acesita's steel mill at Timéteo operated
throughout the year with no unusual events
that might have disrupted its regular indus-
trial activities or reduced its productivity. Qui-
te the contrary. The results achieved actually
surpassed the expected volumes.

Just as important as the steel mill's output
was the success of efforts to improve its
quality indicators and put together a pro-
duct mix with more added value. As a result,
the production of cold-rolled stainless steels
increased by 7.7% while the output of grain
oriented (GO) silicon steels - one of the
most complex products found in the world's
steel industry - grew by 13.7%.

Because of the healthy demand for electri-
cal steels, the first phase of an investment
project to expand the mill's OG silicon steel
production capacity, which had been origi-
nally scheduled for March 2007, was com-
pleted ahead of time in October 2006. This

first stage alone raised the production ca-
pacity from 40 thousand to 50 thousand
tons of OG silicon steel per year. Upon
completion of the project in early 2008, this
production is projected to jump to 60 thou-
sand tons per year.

Another important event in 2006 was the
implementation of dust-collecting systems
in Blast Furnace |, a capital investment to
protect the environment. This project repre-
sents the completion of major interventions
in Acesita's industrial facilities.

The management model adopted by the
steel mill at Timéteo is based on the Acesita
Production System (SPA), a global perfor-
mance management program for industrial
operations in which all the opportunities for
production gains are mapped out and elabo-
rated so as to improve the mill's operating
indicators and productivity rates as well as the
quality of its processes and equipment.
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B Investimentos

Os investimentos da Acesita em moderniza-
¢ao e ampliacdo da capacidade produtiva so-
maram R$ 112,0 milhdes em 2006. Para a
linha de producédo de agos siliciosos foram
desembolsados R$ 37,2 milhdes como parte
do projeto de aumento da capacidade de pro-
ducéo dos acos siliciosos GO. Outros R$ 15,4
milhdes foram investidos nas melhorias imple-

i Capital expenditures

Acesita's capital investments to upgrade equipment
and expand its production capacity amounted to
R$ 112.0 million in 2006. The silicon steels ma-
nufacturing line received R$ 372 million for a

mentadas no Alto-forno 1, com destaque para
aquelas realizadas no Sistema de Desem-
poeiramento, o que reduzird significamente o
impacto ambiental do equipamento. O restan-
te envolveu investimentos em projetos de au-
mento da produtividade e de retorno as con-
dicdes originais de operacao, dentro de um
cronograma de manutencgao programada.

project intended to increase the production of OG
steels. Another R$ 15.4 million were used to
implement improvements in Blast Furnace 1.
Mainly those used in the Dust Off System, that is
to diminuish considerably the environmental
impact caused by the equipment. Further capital
expenditures went into initiatives designed to
enhance the mill's productivity and to restore

N Suprimentos

Em um ano marcado pela volatilidade dos
precos das commodities, principalmente pelo
aumento dos precos do niquel, a Superinten-
déncia de Suprimentos contrubuiu para a me-
lhoria do capital de giro da Empresa, atuando
na reducdo dos estoques das principais
matérias-primas e produtos industriais. Varias
acoes foram implantadas, como o aumento de
materiais consignados, redugao do indice de
cobertura dos estoques e tomada de acdes
visando maior comprometimento dos fornece-
dores quanto ao cumprimento de prazos.

A Companhia comprou e negociou em con-
junto e compartilhou boas préticas entre as
empresas do grupo Arcelor Brasil, consoli-
dando significamente as sinergias existentes.

equipment to their original condition.

il Supplies

In a year that was marked by commodity price vola-
tility, particularly by nickel price hikes, the Supplies
Superintendence contributed significantly to optimize
the Company's working capital requirements by
reducing the inventories of key raw-materials and
finished goods. Several initiatives were undertaken
to this end. For instance, the quantity of materials on
consignment was increased while the inventory co-
verage rate was decreased. In addition, steps were
taken to make sure that the suppliers would be
more deeply committed to meeting their delivery
deadlines.

Acesita bought and dealt in group, sharing its good
practises among the companies of the Arcelor Brasil
group, really consolidating the existing synergies.




L Logistica

A engenharia logistica da Acesita acompa-
nhou as mudancas na estratégia comercial da
Companhia, focada no Brasil e demais paises
da América do Sul. Realizou, ainda, no ano
passado, embarques para mais de 60 paises.

A aquisicao de um centro de servicos em
Campinas, atual Acesita Servigos Campinas,
representa a conclusédo de uma das etapas
do Planejamento Estratégico da Acesita, que
prevé a ampliac@o de sua atuagao no Brasil e
na América Latina, tanto no ambito de dis-
tribuicdo, quanto na prestacao de servigos de
maior valor agregado.

Em consonancia com o projeto de implan-
tacéo do Centro de Servicos da Arcelor Mittal
Stainless na Colémbia, foi desenvolvido o
modelo logistico para abastecé-lo através do
porto de Praia Mole (Vitéria/ES) em conjunto
com cargas da CST e da Arcelor Mittal para
este mesmo Pais.

Também em 2006, a Acesita passou a medir
o atendimento ao cliente no destino contrata-
do, tanto no mercado interno quanto no ex-
terno, na busca de melhorias na prestagéo de
servicos e conseqlente fidelizagdo dos
clientes.
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I} | Logistics

The logistic engineering division kept up with the
changes in Acesita's commercial strategy, which
is now focused on Brazil and other South
American countries. Furthermore, it facilitated the
shipment of products to more than 60 countries
last year.

The startup of the Service Center in Campinas,
current Acesita Servicos Campinas, represents
the conclusion of one of the phases of the
Strategic Plaining of Acesita, which predicts the
ampliation of its actuation in Brazil and in Latin
America, both in the distribution sector and in the
rendering of services of bigger aggregated value.

In view of the project for implementing an Arcelor
Mittal Stainless Service Center in Colombia, a logis-
tic model has been developed to supply this service
center with stainless steel through the Mole Beach
Port (Vitéria/ES), along with the shipments from
CST Arcelor Mittal to the same destination.

It was also in 2006 that Acesita began to measure
the level of customer service at the destinations
agreed to with its domestic and offshore clients in
order to improve the quality of service and, conse-
quently, secure the loyalty of customers.
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IHI Relacionamento

com publico interno
Internal relations

A Acesita acredita que a qualidade de seus produtos esta rela-
cionada diretamente a exceléncia dos seus empregados. Dessa
forma, a Empresa oferece de maneira equanime uma série de
oportunidades e beneficios que promovem a salde, a segu-
ranca e o desenvolvimento pessoal e profissional de todos os
seus empregados.

Acesita believes that the quality of its products is directly related to the
performance of its employees. Therefore, it offers a number of oppor-
tunities and benefits that result in personal and professional growth for
its entire staff, promoting health, security, and personal/professional
development of all its employees.
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B Gestdo de recursos humanos

O modelo de gestao de Recursos Huma-
nos adotado pela Acesita tem como obje-
tivo atrair, manter e incentivar o desen-
volvimento de profissionais talentosos,
criativos e dindmicos. Nesse sentido, a
Empresa tem investido continuamente na
capacitagao e no treinamento profissional.

Além disso, a Acesita reconhece o es-
forco coletivo e incentiva a participagéo
de todos no alcance dos resultados a-
través de uma politica de remuneragéo
atrativa. A Empresa também valoriza o

talento individual, priorizando os empre-
gados no preenchimento de vagas no
seu quadro de profissionais.

Para medir a satisfagdo dos emprega-
dos no ambiente interno, a Acesita reali-
za anualmente a Pesquisa de Clima, de
participac@o voluntdria. Através dos re-
sultados observados, séo realizados
planos de agoes corretivas que visam a
promogé@o do bem-estar dos emprega-
dos no ambiente de trabalho e a melho-
ria do clima organizacional.

T o

[

Se

/

The human resources management model
adopted by Acesita is intended to attract and
retain talented, creative and dynamic profes-
sionals, and to foster their development.
Thus, the Company has invested continually
in capacity building and professional training.

In addition to investing continually in employee
qualification, Acesita acknowledges collective
efforts and encourages everyone to contribute
to the achievement of goals through an attrac-
tive compensation policy. It also praises indi-
vidual talent, this being the reason why it prio-

DID Human resources management
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ritizes its own employees when it comes to fil-
ling vacancies within the organization.

In order to measure employee satisfaction in
the workplace, Acesita conducts an Organi-
zational Climate Survey every year, with volun-
tary employee participation. Based on the sur-
vey findings, corrective actions are put into
effect to promote the well-being of its em-
ployees in the workplace and improve its orga-
nizational climate. According to the data ob-
tained over the last three years, one can see a
significant improvement in satisfaction rates.
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Desenvolvimento de
recursos humanos
Human resources development

A Acesita acredita que o sucesso dos seus negdcios deve estar
alinhado ao desenvolvimento profissional e pessoal dos seus
empregados. Além de atrair para o seu quadro funcional
empregados qualificados e talentosos, o modelo de gerencia-
mento de Recursos Humanos da Empresa possibilita manter
pessoas alinhadas com os objetivos empresariais da Acesita.

Dessa forma, a érea de RH investe de forma continua e perma-
nente em programas de capacitagdo e treinamentos que pos-
sibilitem a valorizagdo e a evolucao da carreira dos emprega-
dos, independente do nivel hierérquico ocupado.

Acesita believes that the success of its business ventures should
come in tandem with the professional and personal development of its
employees. In addition to attracting qualified and talented professio-
nals, the Company's human resources management model allows it to
maintain the people aligned with its business objectives.

Thus, the Human Resources Department invests continually and per-
manently in capacity-building and training programs to enhance the
value and support the career development of Company employees,
regardless of their hierarchical level.



1l Capacitagéo e treinamento

A Acesita investe permanentemente no trei-
namento e na qualificagdo dos seus empre-
gados. O objetivo € manter em seu quadro de
profissionais, equipes qualificadas, motivadas e
compromissadas com os negdcios da empresa.

No ano passado, profissionais de diferentes
niveis hierarquicos e fungdes, participaram de
155.952 horas de treinamentos, o que totali-
zou no investimento de R$3,6 milhdes.

A evolucao do conhecimento adquirido pelos
empregados pode ser observada pela grande
mobilidade funcional registrada nos ultimos
quatro anos, que atingiu um total correspon-
dente a 108% dos empregados. Somente
em 2006, 27,1% dos empregados foram pro-
movidos ou mudaram de atividade em funcao
do aumento da capacitagado ou aquisicao de
novas habilidades por meio de treinamentos
e cursos especializados.
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11 Capacity building and
training

Acesita invests permanently in employee training
and qualification. The purpose here is to maintain,
on its staff, highly qualified and motivated teams
that are committed to the success of the Com-
pany's business.

Last year, professionals at different hierarchical
levels and in different roles attended 155952
hours of training, totaling R$ 3.6 million worth of
capital investment.

Employee knowledge has evolved, and this can be
observed in the high functional mobility rates re-
gistered in the last four years, which amounted to
a total corresponding to 108% of the employees.
In 2006 alone, 27.1% of the employees were pro-
moted or changed roles thanks to their higher
qualification or new skills acquired through trai-
ning and specialized courses.
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11 Principais treinamentos ocorridos em 2006
Major training courses delivered in 2006

Treinamento técnico operacional
Technical operational training

Seguranca
Safety

Informética
Information technology

Educacéo ambiental
Environmental awareness

Idiomas estrangeiros
Foreign languages

Integracéo funcional e basica para novos empregados,
estagidrios ou movimentados internamente.

Basic and functional integration for new employees, interns
and transfers.

Sistema Integrado da Qualidade
Integrated Quality Assurance System

Comunicacao
Communications

Pés-graduacgao
Post-graduation courses

Desenvolvimento gerencial
Managerial development



'l | centro de Formacéo Profissional

O Centro de Formagéo Profissional da
Acesita, fundado ha 53 anos em Timé-
teo, € reconhecido como umas das me-
lhores e mais tradicionais instituicoes de
ensino técnico industrial do Pais. A es-
cola técnica ministra cursos nas espe-
cialidades de mecanica e eletroeletroni-
ca nos quais ja foram formados 3.700
aprendizes de oficio.

Os alunos, que tm em média 17 anos,
aprendem, ainda, sobre comportamento
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no ambiente de trabalho, que seguem as
normas adotadas pela Acesita em quali-
dade, saude, seguranca e meio ambiente.
Os alunos ainda participam de estdgio
supervisionado em diferentes setores da
Acesita, durante seis meses.

A instituicdo também promove cursos
de reciclagem dirigidos aos empregados
e prestadores de servicos da Acesita.
Em 2006, aconteceram 26,7 mil horas
de treinamentos operacionais.

| Professional Education Center

Founded in Timéteo 53 years ago, Ace-
sita's Professional Education Center is
recognized as one of the best and most
traditional institutions of technical and
industrial apprenticeship in Brazil. This te-
chnical school offers courses in mecha-
nics and electroelectronics, having trained
3,700 apprentices in their respective work
fields.

The students, aged 17 on average, also

learn about rules of behavior in the work-
place, which are based on Acesita's EHS
(Environment, Health & Safety) and quality
standards. Furthermore, they take part in
six-month supervised internship programs
in different areas of the Company.

Finally, the Professional Education Center
offers in-service training for employees and
service providers. In 2006, it delivered 26,700
hours of operational training.
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B | Intercambios

O programa de Intercambio Internacional da Acesita tem
como objetivo promover o crescimento profissional de
empregados através da troca experiéncias e aquisi¢ao de
novos conhecimentos em outras unidades do Grupo
Arcelor Mittal. Da mesma forma, a Empresa tem recebido
empregados de outras empresas do Grupo.

O intercambio estd alinhado ao projeto estratégico da
Acesita, seja na preparacdo de sucessores, seja no
desenvolvimento de competéncias estratégicas ao negé-
cio da Empresa. Desde sua implantagao, em 2004, 18
empregados participaram do Programa de Intercambio.

A Acesita também mantém programa de expatriagdo
por periodos entre trés e quatro anos, com o objetivo de
promover vivéncia internacional em ambientes cultural-
mente distintos, como fator de desenvolvimento profis-
sional e pessoal, para profissionais que venham a ocu-
par funcdes chave na organizacao.

Por meio do programa PAR (Parceria com Univer-
sidades), a Acesita oferece bolsa de iniciacéo cien-
tifica a estudantes que se dediquem ao desenvolvi-
mento de projetos ligados a temas de interesse da
Empresa.

Além disso, séo ofertadas bolsas de mestrado e
apoio do Centro de Pesquisa da Empresa aos empre-
gados que desenvolvam estudos cujos temas possi-
bilitem a otimizacdo dos negdcios da Companhia.

Entre as instituicdes parceiras estd a Universidade
Federal de Minas Gerais (UFMG), Universidade Fe-
deral de Ouro Preto (Ufop) e a Universidade de S&o
Paulo (USP).

B Nivel de escolaridade

O Projeto Estudar, voltado para a melhoria do nivel de
escolaridade dos empregados da Acesita, certificou,
em 2006, 53 empregados da Empresa e das presta-
doras de servico nos Ensinos Fundamental e Médio.
No Vale do Jequitinhonha, &rea de atuagéo da Acesita
Energética, 43 empregados foram certificados.

Desde sua implantagao, em 1995, 1.039 empregados
conclufram os estudos. Atualmente, 300 alunos (200
em Timéteo e 100 em Itamarandiba) sdo atendidos
pelo projeto que é operacionalizado pelo Sistema
Fiemg, através do Servico Social da IndUstria (Sesi).

B Parcerias com universidades

11 Exchange programs

Acesita's International Exchange Program is designed to
promote the professional growth of employees through the
exchange of experiences and acquisition of knowledge in
other units of Arcelor Mittal Group. Conversely, the Company
has also received employees from these other units.

The exchange program is aligned with Acesita's business
strategy to the extent that it prepares professionals for
succession while helping them to develop competencies
of strategic value for the Company's business. Altogether,
18 employees have already participated in this exchange
program since its introduction in 2004.

Acesita also maintains a three-to-four-year expatriation
program for professionals who may come to occupy key
positions within the organization. The program offers them
an opportunity to acquire international experience in dif-
ferent cultural settings, thus contributing to their profes-
sional and personal development.

1l Partnerships with universities

Acesita has entered into partnerships with prestigious uni-
versities in Brazil and other countries. It offers, through a
program known as PAR (Partnership with Universities), an
introduction to scientific research to students dedicated to
the development of projects concerning topics of interest
to the Company.

Moreover, employees engaged in studies that may optimize
the Company's business are offered grants for master's
programs as well as support from its Research Center.

Acesita's partner institutions include the Federal University
of Minas Gerais (UFMG), the Federal University of Ouro
Preto (Ufop), and the University of Sao Paulo (USP).

11 Level of instruction

Projeto Estudar (Project Study), which is intended to
improve the educational level of Acesita's workforce,
granted certificates to 53 employees and service
providers. In Jequitinhonha Valley, where Acesita
Energética operates, 43 employees received certificates.

Altogether, 1,039 employees have completed their studies
since the implementation of this project. Today, 300 stu-
dents - 200 in Timéteo and 100 in ltamarandiba - are
enrolled in this program, which is delivered by the Fiemg
System through the Industry Social Service (Sesi).
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10 Formacéo de liderangas

Como forma de investir no crescimento
profissional dos seus empregados, a
Acesita vem adotando vérias agoes para o
desenvolvimento de lideres. Estas acoes
sdo realizadas em parceria com as me-
lhores Universidades no Brasil e no exte-
rior, envolvendo liderancas em programas
focados na gestdo de resultados, gestao
de pessoas e desenvolvimento de lideres.

A Acesita mantém, ainda, programas de
formagéo de liderangas em conjunto com
a Universidade Arcelor Mittal, na Franca. O
objetivo é estimular uma preparacédo que
leve em conta a integracdo dos emprega-
dos a uma cultura internacional, a cons-
trucao de networking e a criacdo de uma
visao internacional do Grupo e de seus
negocios.

Como forma de investir no crescimento
profissional dos seus empregados, a Ace-
sita em parceria com a Fundacdo Dom Ca-
bral e a escola francesa de formacdo de

executivos INSEAD, oferece uma série de
cursos sobre gestao de resultados e de de-
senvolvimento de liderangas e que tém co-
mo principais publicos gerentes e superin-
tendentes da Empresa. Os conteldos sdo
desenvolvidos de acordo com os principios
que regem os negocios da Acesita.

A Acesita mantém, ainda, programas de
formacao de liderangas em conjunto com
a Universidade Arcelor Mittal, na Franga. O
objetivo é preparar, de forma integrada, os
profissionais de lideranga das empresas
do grupo. Durante trés dias, jovens execu-
tivos tém contato com diretores do grupo
Arcelor Mittal. Esse encontro acontece na
sede da Arcelor Mittal, em Luxemburgo.

Outra iniciativa na formagéo de liderancas
é o programa Campus, que atende especi-
ficamente as necessidades de superinten-
dentes e diretores da Empresa, que rea-
lizam um treinamento avangado sobre ges-
tao estratégica.

11 Leadership development

As a means to foster the professional growth
of its employees, Acesita has taken a number
of steps towards leadership development.
Such initiatives are undertaken in partnership
with the best universities in Brazil and abroad,
where leaders participate in programs focu-
sing on management by results, people mana-
gement, and leadership development.

Acesita also maintains leadership development
programs in conjunction with Arcelor Mittal
University in France. The purpose of such pro-
grams is to offer future leaders an opportunity
to learn to work in an international environ-
ment, to build a network of professional con-
tacts, and to look at the Group and its business
from a global perspective.

Another initiative designed to promote the
professional growth of employees is the part-
nership between Acesita, Dom Cabral
Foundation, and INSEAD - a prestigious
executive business school in France. This

program is offered to Company managers
and superintendents, and it includes a num-
ber of courses in management by results and
leadership development. The content is struc-
tured according to the principles that govern
Acesita's business.

Furthermore, Acesita maintains leadership
development programs in conjunction with
Arcelor Mittal University in France for the pur-
pose of preparing the professionals from dif-
ferent Arcelor companies in an integrated
manner. Young executives are given the oppor-
tunity to meet the directors of Arcelor Mittal
Group. This encounter occurs in the head
offices of Arcelor Mittal, in Luxemburg, and it
lasts for three days.

One other effort towards leadership develop-
ment is Campus, a program that has been
specifically designed to fulfill the needs of
Company superintendents and directors, who
take advanced training in strategic management.
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IHI Seguranca e saude no trabalho

Occupational health and safety

A Acesita acredita que seu sucesso comercial deve estar alinha-
do a garantia plena da seguranca e da salde dos seus emprega-
dos. Dessa forma, a Empresa mantém programas de prevengéo
de doencas ocupacionais e de acidentes de trabalho voltados a
todos empregados e prestadores de servigo da Companhia.

Os resultados do trabalho de prevencgéo de acidentes e doencas
operacionais estdo refletidos nos indicadores da Empresa, que
se tornaram referéncia na siderurgia mundial. A Empresa man-
tém um plano de salde para empregados e dependentes e,
ainda, um plano de Previdéncia Privada (Aceprev).

Acesita believes that the success of its business should be accompanied
by absolute employee safety and health. Therefore, it maintains programs
to prevent occupational diseases and injuries for all employees and
service providers.

The results of occupational disease and injury prevention programs are
reflected in the Company's indicators, which have become a bench-
mark in the world's steel industry. Finally, Acesita also contributes to a
health plan for its employees and their dependents, and to a private
pension plan (Aceprev) as well.
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11 Segurancga no trabalho

Os resultados alcancados pela area de
seguranga em 2006 demonstram o com-
prometimento da Acesita em desenvolver
acodes continuas na redugéo e prevencao
de acidentes no trabalho.

No ano passado, ocorreram 15 aci-
dentes sem perda de tempo (SPT) e
dois acidentes com perda de tempo
(CPT), o que resultou em uma taxa de
frequéncia de 1,47 e uma taxa de gravi-
dade de 2,5, indices recordes na his-
téria da Empresa.

A reducao da gravidade e da intensidade
dos acidentes deve-se principalmente a
implantacdo do programa Assegurar
Praticas Seguras nas Situacoes de Alto
Risco. No ano passado, 200 emprega-
dos foram certificados para trabalhar nas

areas consideradas de alto risco da usina,
tornando-se co-responsaveis pela segu-
ranca das equipes de trabalho.

A Acesita vem trabalhando para alinhar
o programa de Gestdo e Salde do
Trabalhador (GST) & norma OHSAS
18001, com o objetivo de preparar a
Empresa para a cerficagdo em 2007.

No ano passado foram aplicados trei-
namentos de reciclagem sobre as prati-
cas e metodologias relativas ao GST,
que contou com a participagdo de quase
80% do quadro de profissionais da
Empresa e 60% dos prestadores de
servico, além de ter sido consolidado o
Programa Tolerancia Zero, de promogao
da vigilancia e combate as condigdes
inseguras de trabalho.

| Taxa de freqliéncia de acidentes / Accident frequency rate
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1l Safety in the workplace

The results achieved in the area of occupa-
tional safety in 2006 are a token of Acesita's
commitment to the development of continu-
ous actions to reduce and prevent accidents
at work.

Fifteen (15) accidents with no lost time (NLT)
and two accidents with lost time (WLT) were
reported last year, resulting in a frequency rate of
1.47 and a severity rate of 2.5, both of which are
record indices in the Company's entire history.

This improvement in the frequency and se-
riousness rates for accidents at work is basi-
cally due to the implementation of a program
known as Assegurar Prdticas Seguras nas
Situacées de Alto Risco (Ensuring Safe Prac-
tices in Hazardous Situations). Last year, 200
employees were qualified to work in areas of

the steel mill that are regarded as hazardous,
thus becoming jointly responsible for the sa-
fety of work teams.

Acesita has been working on its Workers'
Health and Management Program (GST) to
comply with OHSAS 18001 and as a means
to prepare the Company for OHSAS certifi-
cation in 2007.

Last year, in-service training was offered to
employees in GST practices and methodolo-
gies. The training sessions were attended by
almost 80% of the Company's employees and
60% of its service providers. Additionally,
Acesita consolidated its Tolerance Zero
Program, which is intended to encourage sur-
veillance and elimination of unsafe practices in
the workplace.
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B | Assisténcia 3 sadde

O bem-estar e a salde dos empregados da
Acesita sao vistos como fatores de sustentabili-
dade e crescimento da Empresa. Por esse moti-
vo, a Acesita mantém 20 programas de agao para
prevencao de doengas e acompanhamento da
saude de seus empregados realizados por uma
equipe integrada por médicos, assistente social,
psicdlogo, terapeuta ocupacional e enfermeiros,
além de todo o atendimento legal obrigatério
determinado pela Legislagdo Trabalhista vigente.

Em 2006, 99% dos empregados se submeteram
aos exames médicos ocupacionais e, para aque-
les com idade acima de 35 anos, foram realizados
exames complementares de qualidade de vida.

Também foram realizadas campanhas de vacinacéo
contra gripe (extensiva aos familiares), hepatite B e
tétano, com alcance de cerca de 4,5 mil pessoas,
entre funciondrios e prestadores de servigo.

Para fomentar a ades&o ao uso constante e cor-
reto de protetores auditivos, todos os emprega-
dos que estdo expostos a ruidos na Empresa
foram atendidos pelo Programa de Conservagéo
Auditiva, através do qual os usuérios receberam
orientagé@o sobre a utilizagdo do equipamento e
medicao do conduto auditivo externo para ade-
quagéo dos protetores.

1l Programa de
Assisténcia a Saude

O Programa de Assisténcia a Salde da
Acesita € reconhecidamente um dos mais
abrangentes do Pais. Com ampla rede de
conveniados, 0 programa proporciona cober-
tura para consultas médicas, exames, atendi-
mentos ambulatoriais e internacdes hospita-
lares, além de odontologia, fisioterapia,
fonoaudiologia, psicologia, terapia ocupa-
cional e aquisi¢do de medicamentos.

Em 2006, o programa registrou 11,6 mil
usudrios, entre empregados e dependentes,
e recebeu investimento direto da Acesita de
R$ 14 milhdes.

il Health assistance

Employee well-being and good health are regarded as
factors that contribute to the sustainability and growth
of Acesita's business. This is the reason why the
Company maintains 20 action programs to prevent
diseases and monitor the health of employees. Such
programs are put into effect by a team of physicians,
social assistants, psychologists, occupational thera-
pists, and nurses. Furthermore, Acesita offers legal
assistance, as required under the Labor Legislation in
effect today.

In 2006, 99% of Acesita's employees underwent
occupational medical examinations. Those aged 35+
were also submitted to additional exams to determine
their quality of life.

Additionally, the Company promoted vaccination cam-
paigns against the influenza (extended to family mem-
bers), hepatitis B and tetanus, benefiting approximate-
ly 4,500 people, there included employees and service
providers.

In order to encourage the continuous and correct use
of earmuffs, all the employees who work in noisy envi-
ronments were included in the Hearing Conservation
Program, where they received guidance about the use
of earmuffs, and had their external auditory canal
measured for a proper earmuff fit.

11 Health Assistance
Program

Acesita's Health Assistance Program is known as
one of the most comprehensive programs in the
country. With a vast network of accredited health
providers, it offers coverage for medical examina-
tions and tests, infirmary and hospital service, as
well as dental care, physical therapy, speech thera-
py, psychological assistance, occupational therapy,
and drug therapy.

In 20086, this program benefited 11,600 users (em-
ployees and their dependents), and received R$ 14
million worth of direct investments from Acesita.
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IHI Politicas de recursos humanos

Hurman resources policies

| Recrutamento
e selegéo

A Acesita mantém o Programa de Se-
lecdo Competitiva que prioriza os em-
pregados no preenchimento de vagas
no seu quadro de profissionais.

Para atrair novos talentos, a Empresa
mantém programas de trainee de nivel
superior e técnico em diversas especia-
lidades. A Empresa participa do Pro-
grama Trainee Arcelor Mittal Brasil, que
prevé a abertura de 31 vagas.

As parcerias com universidades sao
outra fonte de atracéo de talentos para
a Empresa.

1l Recruitment and
selection

Acesita maintains a Competitive Selection
Program that prioritizes its own employees
when it comes to filling job positions within
the organization.

In order to attract new talents, the Company
runs a trainee program for applicants with a
university or technical degree in some field of
knowledge. It participates in Arcelor Mittal
Brasil's Trainee Program, which anticipates
the opening of 31 vacancies.

The partnerships with universities constitute
another source from which the Company can

draw the required talents.
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il Relacdes sindicais

Todos os empregados da Acesita sao re-
presentados por sindicatos e amparados por
acordos de negociagéo coletiva. A Empresa
preserva um didlogo transparente e ético
com as entidades representativas.

No ano passado, foi concedido aumento
salarial de 3,73% para todos os empregados,
que também foram beneficiados pela Par-
ticipagdo nos Lucros e Resultados (PLR).
Como participagdo nos resultados da Em-
presa, foi concedido uma PLR no valor de R$
3.100,00 e mais 80% do salério, garantido
um minimo de R$ 4.370,00. Além disso, a
Empresa mantém o Plano de Metas por
Equipe (PME), que possibilita o pagamento
de até um saldrio por ano pelo atingimento
das metas estabelecidas.

' Union relations

All Acesita employees are represented by unions
and protected under collective bargains. The rap-
port between the Company and such entities is
both open and ethical.

Last year, Acesita granted a 3.73% salary raise to
all employees, who also benefited from the Profit
Sharing Program (PSP). Every employee received

R$ 3,100.00 as their share of the profits, plus
80% of one monthly salary, totaling a minimum
additional pay of R$ 4,370.00. In addition, the
Company has a performance-based compensa-
tion program by team. In this case, employees that
have achieved their targets receive up to one
extra monthly salary per year.

The collective agreement signed with the unions
preserved the existing policies, expanded the be-
nefits, and granted new ones.




N | Politica de remuneracao

A Acesita mantém uma politica de remunera-
¢ao compativel com o mercado, com o objetivo
de atrair e reter talentos profissionais. Ao esta-
belecer remuneracgéo fixa e varidvel a todos os
seus empregados, a Acesita busca também
promover a motivacdo e o comprometimento
de todos no alcance dos resultados planejados.

Além da Participag@o nos Lucros e Resultados
(PLR), os empregados da Acesita recebem
remuneragdo varidvel em fungdo do cumpri-
mento de metas estabelecidas por dreas. Em
2006, a Acesita pagou para cada empregado
cerca de 97% de um saldrio. Atualmente, o
Plano de Metas por Equipe (PME) possui 130
equipes integradas por 2940 empregados.

11 Seguridade social

A Acesita mantém uma entidade de previdéncia
privada, a Aceprey, que administra um plano de
beneficios com 3.819 participantes, sendo
3.247 ativos e b72 assistidos.

As contribuicbes da Empresa para o plano sao
iguais as dos empregados até o limite de 5% do
valor do salario. Em 2006, as contribuicoes da
Acesita somaram R$ 5,6 milhdes, sendo que,
deste total, R$ 3,5 milhdes foram em comple-
mentacdo de aposentadorias e o restante em
auxilio-doenca, incapacidade e pensao por morte.

O custo administrativo da Aceprev é totalmente
pago pela Acesita.

O patriménio da Aceprev ao final de 2006 era de
R$ 4410 milhdes. A gestdo financeira desse
recurso € totalmente terceirizada e obedece rigo-
rosamente aos critérios definidos na Politica de
Investimentos da entidade. A rentabilidade dos
investimentos da Aceprev foi de 15,28% no ano
passado.

Desde 2005 os Conselhos Fiscal e Deliberativo da
Aceprev tém entre seus membros, representantes
dos participantes ativos e assistidos eleitos através
de voto eletronico. A gestao da entidade é basea-
da nos principios de ética e transparéncia, detalha-
dos em seu Cédigo de Ftica.,
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11 Compensation policy

Acesita adopts a compensation policy that is com-
patible with the market in order to attract and retain
professional talents. By offering all employees a
fixed salary plus variable compensation, the Com-
pany is trying to strengthen their motivation and
commitment to achieve the targets set for them.

In addition to the proceeds from the Profit Sharing
Program (PSP), Acesita employees are entitled to
some variable compensation depending on the
achievement of targets set for each area. In 2006,
the Company paid approximately 97% of one
monthly salary to each employee. Today, the Target-
Based Compensation Plan by Team includes 130
teams with 2940 employees in the aggregate.

0 Social security

Acesita has a private pension provider (Aceprev)
that manages a benefit plan for 3,819 partici-
pants, there included 3,247 active members and
572 assisted members.

The Company's contributions to the pension plan are
equal to the employees' and limited to 5% of their
salary. In 2006, its contributions amounted to R$ 5.6
million. Of this total, R$ 3.5 million refer to retirement
benefits, with the remainder corresponding to sick
pay, disability benefits, and pensions by death.

Aceprev's administration costs are entirely covered
by Acesita.

Aceprev's assets totaled R$ 441.0 million at the end
of 2006. The financial management of these re-
sources is completely outsourced and it follows
closely the criteria set forth in the pension provider's
Investment Policy. The investments yielded gains of
156.28% last year.

The members of Aceprev's Statutory Audit Com-
mittee and Advisory Board have included represen-
tatives of active and assisted participants since
2005, and these members are elected by electron-
ic voting. The entity's management is based on the
principles of ethical conduct and full disclosure, as
detailed in its Code of Ethics.
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IHI Programas motivacionais
Motivational programs

Através da implantagdo de programas motivacionais, os emprega-
dos da Acesita sdo estimulados a propor melhorias nos processos
e nas atividades da Empresa. O objetivo é fornecer ferramentas
para uma participacdo efetiva dos empregados na resolugéo de
problemas e na implantacédo de melhorias operacionais.

The introduction of motivational programs has encouraged Company
employees to suggest ways to streamline processes and activities.
Their purpose is to provide tools with which employees may actively
participate in problem solving and in the implementation of opera-
tional improvements.

B Pesquisa de Clima

Em 2006, 82% dos empregados da Acesita participaram
da Pesquisa de Clima realizada anualmente pela Empresa.
O resultado da pesquisa apontou que 78% dos emprega-
dos estéo satisfeitos com o ambiente interno da Empresa.
A participag@o na pesquisa € voluntaria.

Nos ultimos trés anos o resultado geral do indice de favora-
bilidade da empresa tem apresentado melhorias significati-
vas. A expectativa € alcangar o indice de favorabilidade atin-
gido pelas 100 Melhores Empresas para Vocé Trabalhar,
realizado pela revista Exame.

1l Organizational Climate Survey

In 2006, 82% of Acesita's employees responded to the Organi-
zational Climate Survey conducted by the Company every year.
According to the findings, 78% of them claim to be satisfied with
the climate in the workplace. Participation in this survey is voluntary.

On the whole, the employee satisfaction rates registered over
the last three years have improved significantly. The ultimate
objective is to reach the same employee satisfaction rates repor-
ted by the 100 Best Companies to Work for.



Os Circulos de Controle de Qua-
lidade (CCQ) da Acesita estao entre
os primeiros implantados no Pais, ha
23 anos. Através deles, a Empresa
incentiva a participacao de todos os
empregados na proposicdo de me-
lhorias dos processos operacionais
e administrativos.

Os grupos de CCQ contam com par-
ticipagdo voluntaria de 60% dos em-
pregados. Desde a sua criagao, mais
de 38 mil projetos foram implantados.

B Circulos de Controle de Qualidade

Durante as reunides dos grupos, 0s
empregados discutem problemas téc-
nicos e propéem solugoes.

No ano passado, 262 grupos implan-
taram mais de quatro mil projetos
nas diversas areas da Empresa. O
grupo de CCQ “Acontece’, da ma-
nutencado da laminacéo de inox, foi
escolhido para representar a Acesita
no Campeonato Mundial do Inox, que
sera realizado na Franca, no final de
maio de 2007.
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] Quality Control Circles

Acesita's Quality Control Circles (QCCs)
are among the first to have been imple-
mented in Brazil, about 23 years ago. It is
through the QCCs that the Company
encourages every employee to make
suggestions to improve operational and
administrative processes.

Sixty per cent (60%) of the employees
take part in the QCCs voluntarily. More
than 38,000 projects have already been
implemented through the QCCs since
their creation. Group members hold

meetings to discuss technical issues and
propose solutions.

Last year, 262 groups implemented
more than four thousand projects in
various areas of the Company. The QCC
group from the stainless steel rolling
mill maintenance area and known as
Acontece (Making it Happen) was cho-
sen to represent Acesita in the World
Stainless Steel Championship, which
will be held in France at the end of May
2007.

N | cosis

As duas edigdes dos Simpdsios Internos Se-
mestrais da Acesita (Cosis) reuniram, em

B cosis

2006, mais de 200 empregados de dife-

rentes areas da Empresa, como autores de
trabalhos. O programa € voltado para o con-
tinuo aperfeicoamento profissional e a me-
lhoria do desempenho da Acesita em quali-
dade, produtividade, desenvolvimento de

conducted within the Company.

processos, equipamentos e novas metodolo-

gias de trabalho.

No ano passado, foram apresentados 44 pro-
jetos que abordaram as novas tecnologias
aplicadas aos diversos processos da Empre-

Last year, 44 projects were presented in the sym-
posiums. They revolved around new technologies
applied to the Company's activities, as well as to
management, equipment, products, environmental

protection, and safety.

sa, administracdo, equipamentos, produtos,

meio ambiente e seguranca.

The two editions of Acesita's Internal Biannual
Symposiums (Cosis) brought together more than
150 employees from different hierarchical levels
to discuss their papers in 2006. The purpose of
this program is to divulge the technical research
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IHI Relacionamento com publico

externo
External relations

Um dos compromissos da Acesita € promover de forma susten-
tavel a melhoria do ambiente social das comunidades que estdo
sob sua area de influéncia. A Companhia, por meio da Fundagéo
Acesita, patrocina programa de melhoria da qualidade de ensino
nas escolas publicas do Vale do Aco (onde estd instalada a
Usina) e no Vale do Jequitinhonha (drea de atuacéo da Acesita
Energética), desenvolvendo agdes que beneficiem gestores e
alunos das escolas publicas e municipais dessas regioes.

A Fundacao Acesita também promove diversas atividades de
apoio e fortalecimento das entidades sociais e de incentivo as
producdes culturais e artisticas locais.

Como forma de fomentar o desenvolvimento sécio-econdémico e
incentivar o empreendedorismo em Timéteo e no Vale do Aco, a
Acesita mantém o Instituto do Inox, um avancado centro de treina-
mento especializado na trabalhabilidade do ago inoxidavel, em
parceria com a Associacao dos Aposentados de Timéteo.

Outra forma de contribuir para o desenvolvimento econémico do
Municipio € parceria existente entre a Acesita e a Agéncia de
Desenvolvimento de Timéteo (ADT), entidade que redne poder
publico, empresas e entidades civis com o objetivo de atrair
empresas e fomentar o crescimento sustentavel da regiao.

One of Acesita's commitments is to improve the social conditions, in a
sustainable way, of the communities within its sphere of influence. The
Company sponsors, through the Acesita Foundation, a program
designed to enhance the quality of education in the public schools of
Vale do Aco (Steel Valley), where the steel mill is installed, and of
Jequitinhonha Valley, where Acesita Energética operates. The program
develops initiatives that benefit the administrators and students of the
municipal public schools in these two areas.

The Acesita Foundation also promotes several other activities to sup-
port and strengthen social institutions, and to encourage local cultu-
ral and artistic production.

In order to foster the socioeconomic development of the populations in
Timéteo and Vale do Aco (Steel Valley), and to encourage their entrepre-
neurship, Acesita runs the Stainless Steel Institute, an advanced center
for specialized training in stainless steel workability. In Partnership with
the Association of Retired People from Timéteo.

Another means to contribute to the economic development of the
municipality of Timéteo is the partnership between Acesita and the
Timéteo Development Agency (TDA), entity which gathers Public
Institutions, companies and civil entities which plays an active role in the
sustainable growth of this area.
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Education

A Fundacao Acesita promove uma série de projetos e agdes que
buscam a melhoria da qualidade do ensino e dos processos de
gestéo nas escolas publicas e o exercicio da cidadania.

Sao desenvolvidas atividades de capacitacdo dirigidas aos diretores,
professores, equipes de secretaria e de servicos gerais das 27 escolas
publicas de Timéteo e educagdo complementar, beneficiando cerca de
1,4 mil profissionais e 20 mil alunos.

Alguns dos projetos desenvolvidos sao também aplicados no Vale do
Jequitinhonha, beneficiando professores e alunos das escolas da rede
publica de Minas Novas e da rede rural.

The Acesita Foundation is engaged in a number of projects and initiatives to
improve the quality of education and administration processes in public schools,
and the exercise of citizenship.

There are capacity-building activities designed for school principals and tea-
chers, as well as office and general services personnel in 27 public schools of
Timéteo and complementary education establishments, benefiting approxi-
mately 1,400 professionals and 20,000 students.

Some of the projects developed in Timéteo are also applied in Jequitinhonha
Valley, providing assistance to teachers and students in the public schools of
Minas Novas and in rural areas as well.
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L Programa de Melhoria
da Qualidade do Ensino

O programa é desenvolvido em parceria com

a Superintendéncia Regional de Coronel DID Program for a Better
Fabriciano e a Secretaria Municipal de Edu-

cacdo. Constam do programa os seguintes Education

projetos:

This program is carried out in partnership with
the Coronel Fabriciano Regional Superinten-
dence and the Municipal Department of Edu-
cation. It includes the following projects:

11 Projetos de educagéo / Educational projects

Gestao e Capacitacdo Constante
Management and Capacity-building

O projeto Gestéo e Capacitagdo Constante promove o aperfeicoamento e a capacitagcdo de educadores, gestores e demais

profissionais das escolas publicas do Vale do Ago e do Vale do Jequitinhonha.

No ano passado, foram realizados encontros, cursos, semindrios, oficinas e palestras, que somaram 578 horas de capaci-
tacdo, envolvendo 3,7 mil profissionais, entre professores, diretores, profissionais administrativos e de servicos gerais.
Algumas acdes tém também a parceria do Centro Universitdrio do Leste de Minas Gerais (Unileste/MG), Centro Integrado
Crescer (CIC) e Belgo Mineira Sistemas (BMS).

The Management & Capacity-Building Project helps to expand and improve the capacity of educators, administrators and
other professionals working in public schools in Vale do Aco and Vale do jequitinhonha.

Last year, the project promoted gatherings, courses, seminars, workshops, and lectures, totaling 578 hours of capacity-buil-
ding efforts and involving 3,700 professionals, amongst whom were teachers, school principals, administrators, and general
services personnel. Some of these actions were carried out in partnership with the University Center of Eastern Minas Gerais
(Unileste/M@G), Centro Integrado Crescer - CIC (Integrated Growth Center), and Belgo Mineira Systems (BMS).
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Prémio Fundacao Acesita Valorizacao da Educacao de Qualidade
Acesita Foundation Award for a Better Education

Em sua 8% edicéo, o Prémio Fundacéo Acesita Valorizacdo de Educacgéo de Qualidade, incentiva e apdia a implantacéo
de projetos de melhoria pedagdgica e de préticas de gestéo e valorizagdo de profissionais de ensino das escolas publi-
cas de Timdteo, com a aplicagdo das metodologias de solugéo de problemas utilizadas pela Acesita.

Os projetos implementados recebem assessoria voluntaria de membros dos grupos de Circulos de Controle da
Qualidade (CCQs) da Acesita e incentivo financeiro para sua implementacéo. Os quatro projetos que se destacam s&o
premiados e publicados. Em 2006, o prémio, que também conta com a parceria da Unido Brasileira para a Qualidade
(UBQ), implantou 18 projetos que abrangeram Educagao Infantil e Ensino Fundamental.

The Acesita Foundation Award for a Better Education, now in its 8th edition, encourages and supports projects designed
to improve the quality of teaching and management practices in the public schools of Timéteo, with the application of
a problem-solving methodology used by Acesita.

These projects receive free advisory from the members of Acesita's Quality Control Circles (QCCs) as well as financial
aid for their implementation. Four outstanding projects are granted the award and published. In 2006, the Acesita
Foundation Award for a Better Education, which is organized in partnership with the Brazilian Union for Quality (UBQ),
helped to implement 18 projects covering child and primary education.

HIH Programas de educagéo
complementar

A Fundagéo Acesita implantou uma série de
projetos de educacao complementar voltados
para a cidadania e o empreendedorismo que
contou com a parceria da Associacao Junior
Achievement, Rotary Club e Policia Militar de
Minas Gerais.

HIH Complementary
education program

The Acesita Foundation carried out a number of
complementary education projects related to citi-
zenship and entrepreneurship, in collaboration
with the Junior Achievement Association, Rotary
Club, and the Military Police of Minas Gerais.
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Projeto Aprender a Empreender

Project "Learning to be an Entrepreneur"

O projeto tem como objetivo o desenvolvimento do espirito empreendedor nos alunos da rede publica dos Ensinos Fun-
damental e Médio. Participaram dos programas "Introdugdo ao Mundo dos Negécios" e "Nosso Mundo", 664 alunos de 22
turmas de 5% e 6% séries do Ensino Fundamental das escolas publicas de Timéteo. As aulas foram ministradas por 32 esta-
gidrias, alunas do Centro Universitério do Leste de Minas Gerais (Unileste), e que foram orientadas pela Junior Achievement.
O programa "Miniempresa", também em parceria com a Associagao Junior Achievement, beneficiou 140 alunos do 2° ano
do Ensino Médio de seis escolas, que aprenderam como criar e administrar uma pequena empresa. O trabalho contou com
a participacdo de 31 empregados voluntérios da Acesita, que atuaram como conselheiros em 15 jornadas semanais.

The project has as a goal the development of the entrepreneur spirit in the students.The programs "Introduction to the
Business World" and "Our World" were attended by 22 groups of bth and 6th graders from the public schools of Timéteo,
totaling 664 students. The classes were delivered by 32 interns who study at the University Center of Eastern Minas
Gerais (Unileste), under the supervision of Junior Achievement.

The "Mini Business" program, also structured by Junior Achievement, benefited 140 sophomores from six different

schools, who learned to set up and run a small company. Thirty-one (31) Acesita employees volunteered to participate in
this program, acting as advisors in 15 sessions per week.

Coral Infantil Acesita
Acesita Children's Choir

Um grupo de alunos de escolas publicas de comunidades da periferia de Timéteo participa do Coral Infantil Acesita.
O objetivo é promover a cultura, a difusdo da musica e a sociabilidade de integrantes. Em 2006 foram feitas 32
apresentacoes.

A group of students from public schools located in the outskirt communities of Timéteo sing in the Acesita Children's
Choir. The purpose of this initiative is to disseminate musical activities and allow the choristers to socialize and acquire a
rich cultural background. The choir gave 32 performances in 2006, totaling 246 so far.

Transitolandia
"Trafficland"

Os 1,4 mil alunos da 3° série do Ensino Fundamental de escolas publicas e particulares de Timéteo participaram das ativi-
dades de educacéo para o transito desenvolvidas em parceria pela Fundacao Acesita, 85% Cia do 14° Batalhdo da Policia
Militar, Prefeitura Municipal de Timéteo e Rotary Club da Acesita.

As 48 turmas integrantes do programa realizaram, em 2006, visitas monitoradas a uma mini-pista construida pelo Rotary
Club e participaram de palestras com policias de transito.

The 1,400 3rd graders enrolled in the public and private schools of Timéteo took part in traffic education activities deve-
loped by the Acesita Foundation in conjunction with the 85th Company of the 14th Battalion of the Military Police, the
Municipal Government of Timéteo, and the Rotary Club at Acesita.

In 2006, the 48 classes that participated in this program were taken on a guided tour to a mini track built by Rotary Club
and attended lectures delivered by traffic officers.
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Educacao Faz Arte
"Education Begets Art"

Na 8% edicdo da Mostra Educacdo Faz Arte foram envolvidas 94% das escolas publicas e particulares de Timéteo. Foram
expostos no Centro Cultural da Fundagao Acesita 206 trabalhos que tiveram como tema "Paz na Diversidade". Além disso,
o projeto beneficiou 9,6 mil alunos com 64 eventos culturais levados para as escolas.

The Acesita Foundation Cultural Center received 4,600 students on guided tours. The "Education Begets Art"
Exhibition, now in its 8th edition, involved 94% of the public and private schools in Timéteo. Altogether, 206 works were
produced around the theme "Peace in Diversity" and displayed in this exhibition. Furthermore, the project benefited
9,600 students through 64 performances staged in their schools.
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Projeto Esporte Cidadao
Project "Sport & Citizenship"

Uma equipe formada por seis técnicos especializados selecionou e treinou, ao longo de 2006, 140 alunos nas modali-
dades handebol, volei, futsal, judd, karaté e atletismo. O projeto é desenvolvido com recursos do Fundo da Infancia e
Adolescéncia (FIA) e implementado em parceria com a Prefeitura Municipal de Timéteo e o Clube Alfa.

A team of six specialized coaches selected and trained 140 students in handball, volleyball, room soccer, judo, karate, and
track & field throughout the year 2006. This project is sponsored by the Child and Adolescence Fund (FIA) and imple-
mented in partnership with the Municipal Government of Timéteo and Alfa Club.

Olimpiada Estudantil
Student Olympics

Em apoio ao projeto da Prefeitura Municipal de Timéteo, que fomenta a préatica de esportes com fins educativos e o inter-
cambio entre as escolas foi realizada a VIl Olimpfada Estudantil de Timéteo, que contou com a participacéo de diversas
equipes formadas por 1,4 mil alunos de 17 escolas publicas e particulares, em cinco modalidades desportivas.

Supporting the Timéteo's City Hall project, which incentives sports as a good educational activity, several teams formed
by 1,400 students from 17 public and private schools participated in the 7th Student Olympic Games of Timéteo, com-
peting under five different sport modalities.

Proerd - Programa Educacional de Resisténcia ao Uso de Drogas
Proerd - Educational Program against Drug Abuse

Os alunos da 4% e 6* séries do Ensino Fundamental de escolas publicas e particulares de Timéteo e dos municipios de
Capelinha, ltamarandiba, Minas Novas e Turmalina, participaram do Programa Educacional de Resisténcia ao Uso de
Drogas (PROERD). O programa é uma iniciativa da Policia Militar de Minas Gerais, apoiado pela Acesita. No ano passa-
do, 3,8 mil alunos foram beneficiados em Timéteo e no Vale do Jequitinhonha.

Fourth and sixth graders from public and private schools in Timéteo and the municipalities of Capelinha, [tamarandiba,
Minas Novas and Turmalina took part in the Educational Program against Drug Abuse (PROERD). Initiated by the Military
Police of Minas Gerais and supported by Acesita, this program teaches youngsters to say no to drugs. Last year, it be-
nefited 3,800 students in Timéteo and Jequitinhonha Valley.
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Peas - Programa de Educacao Afetivo Sexual
Peas - Emotional and Sexual Education Program

Implantado em 2006, em parceria com a Secretaria de Estado de Educacéo de Minas Gerais (SEE/MG) e a Prefeitura
Municipal de Timéteo, o Programa de Educagéo Afetivo Sexual (Peas) capacitou 128 profissionais da educacgéo e bene-
ficiou 300 alunos de 11 escolas publicas, com acdes de cardter educativo e participativo, focadas nas questdes da afe-
tividade, da sexualidade e da salde reprodutiva.

Implemented in 2006 and in partnership with the Minas Gerais State Education Department (SEE/MG) and the
Municipal Government of Timédteo, the Emotional and Sexual Education Program (PEAS) has trained 128 educators
and benefited 300 students in 11 public schools. The program involves educational and participatory activities focused
on the issues of affection, sexuality and reproductive health.
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n Educacdo no Vale do
Jequitinhonha

Os projetos da Fundag&o Acesita que melhoraram
substancialmente a qualidade da educacéo publi-
ca em Timéteo estdo sendo estendidos também
aos municipios do Vale do Jequitinhonha. No ano
passado, em parceria com a Secretaria de Edu-
cacéo de Minas Novas e o Centro Universitario do
Leste de Minas Gerais (Unileste), foi realizado o I
Seminério de Educacdo de Minas Novas "Trilhan-
do Caminhos, Concretizando Saberes", que con-
tou com a participacéo de 700 educadores da re-
gido. Também foram realizados encontros de ori-
entacéo e capacitacao dirigidos a 63 profissionais
do programa de Educacao de Jovens e Adultos
(EJA) que estéo elaborando o Projeto Pedagégico
das escolas municipais de Minas Novas.

A Fundacdo Acesita também promoveu, através
das leis de incentivo a cultura, apresentagdes dos
grupos de teatro Patati Patatd, Cia Mambembe
Fiorini, Grupo de Teatro Andante e outros nas ci-
dades sob influéncia da Acesita Energética, be-
neficiando 8,4 mil alunos de escolas publicas.

| "Education in the
Valley" Program

Acting in partnership with the Minas Novas Edu-
cation Department and the University Center of Eas-
tern Minas Gerais (Unileste), Acesita held the 2nd
Minas Novas Education Seminar last September.
Titled "Treading Paths, Putting Knowledge into
Practice", this seminar was attended by 700 educa-
tors from Minas Novas. The program also included
tutorial and capacity-building meetings for 13 educa-
tion center coordinators and approximately 65 tea-
chers from the Young and Adult Education group
(EJA), who are working on the Pedagogic Project of
the municipal schools of Minas Novas.
Approximately 8,400 students from the five cities
adjacent to Acesita Energética in Jequitinhonha
Valley attended performances given by theater
companies such as Patati Patatd, Cia Mambembe
Fiorini, and Grupo de Teatro Andante, among others.
These troupes presented projects sponsored
through the Rouanet Act, whose purpose is to sup-
port cultural and artistic production.
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IHI Promocao social
Social promotion

A Acesita, através da Fundagao Acesita, contribui para a melhoria da qualidade
de vida e o desenvolvimento da populacao na érea de influéncia da Empresa.

O Programa Vale Cidadania visa fortalecer as associacdes de fins ndo-econémicos
do Vale do Ago, criando, a0 mesmo tempo, uma rede de agao social que possa
desenvolver o terceiro setor na regido. Com a participagéo de parceiros e colabo-
radores, essas entidades recebem apoio financeiro, assessoria técnica e capaci-
tacao, visando a profissionalizagao, a sustentabilidade e a melhoria da gestao e dos
servigos prestados.

No ano passado, 70 entidades sociais e grupos organizados foram beneficia-
dos. Com recursos do Banco Nacional de Desenvolvimento Econémico e Social
(BNDES), a Fundagéo Acesita financiou 11 projetos de reforma e adequacéo
de instalagdes; aquisicao de equipamentos, mobilidrio e material didatico/peda-
gogico.

Foram capacitados 317 profissionais, de 57 entidades sociais, que participa-
ram de 84 horas de treinamento sobre os temas relacionamento interpessoal,
politicas publicas, planejamento estratégico e comunicacao e marketing.

A Fundagao Acesita também publicou e distribuiu trés instrumentos para a
divulgacao das tecnologias de gestao desenvolvidas pelo Vale Cidadania:

The Company contributes, through the Acesita Foundation, to improve the quality of
life and development of the populations at social risk within its sphere of influence.

The "Citizenship in the Valley" Program is intended to strengthen the non-profit or-
ganizations in Vale do Aco (Steel Valley) and to weave a web of social actions that may
help to develop the third sector in this area. With the participation of partners and colla-
borators, these associations receive financial support, technical advisory, and training to
professionalize and ensure the sustainability and improvement of their management
processes and services.

Last year, the program benefited 70 social entities and organized groups. With support from
the National Bank for Economic and Social Development (BNDES), the Acesita Foundation
funded 11 projects prepared by these associations to revamp and improve their installations,
purchase equipment, furniture and teaching materials, and to enhance the quality of the
services that they provide.

Atotal of 317 professionals from 57 entities received 84 hours of training in interpersonal
relationships, public policies, strategic planning, and communications and marketing.

The Acesita Foundation also published and distributed three titles to disseminate the
management technologies developed under the "Citizenship in the Valley" Program,
namely:
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+ 70 CDs do Sistema Gerenciador de Entida-
des (SGE), software utilizado para facilitar o
dia-a-dia e os processos de gestao das en-
tidades sociais.

* 1.000 exemplares do Livro CCQ Social:
tecnologia empresarial a servigo de causas
empresariais, que foca o case do CCQ So-
cial desenvolvido a partir da experiéncia da

Acesita com os Circulos de Controle da
Qualidade (CCQ).

* 1000 exemplares do Caderno Volume Il -
Balanco de Resultados do Programa Vale
Cidadania - Uma estratégia para o fortale-
cimento do terceiro setor no Vale do Aco,
que retrata as realizagées e resultados do
Programa no periodo de 2002 a 2004.

70 CDs with copies of the Institutional Mana-
gement System (SGE), a software application
that is used to facilitate the daily routines and
management processes of social institutions.

+ 1,000 copies of CCQ Social: tecnologia empre-
sarial a servico de causas empresariais (Social
QCC: business technology at the service of cor-
porate causes). This book focuses on the busi-
ness case of Social QCC, whose development is
based on Acesita's experience with the Quality
Control Circles (QCCs).

* 1,000 copies of Balanco de Resultados do
Programa Vale Cidadania - Uma estratégia para
o fortalecimento do terceiro setor no Vale do
Aco - Volume Il (Balance of Results of the
"Citizenship in the Valley" Program - a strategy
to strengthen the third sector in Vale do Ago).
This leaflet provides an account of the achieve-
ments and results obtained under the program
between 2002 and 2004.

O Projeto Rede Municipal de Geragéo
de Trabalho e Renda foi implementado
junto a comunidade do Bairro Novo
Tempo, em Timéteo estimulando inicia-
tivas coletivas de geragdo de trabalho
e renda.

The Project "Municipal Network for Job
and Income Generation" was implemented
in the Timéteo community of Bairro do
Novo Tempo. It stimulates collective efforts
towards job and income generation.



HIH Desenvolvimento regional

Mantido pela Fundacao Acesita, o Instituto
do Inox é um avancado centro de treina-
mento de técnicos em trabalhabilidade do
aco inoxidavel. Através da utilizacdo de téc-
nicas avancadas e do desenvolvimento de
novas tecnologias, o Instituto do Inox pro-
move o desenvolvimento da economia e a
geracao de emprego e renda de Timéteo e
do Vale do Aco.

Em parceria com a Associacao dos Apo-
sentados de Timdteo, séo realizados cur-
sos de treinamento e capacitagdo volta-
dos a qualificagé@o profissional e ao aper-
feicoamento da mao-de-obra especializa-
da. O Instituto do Inox também presta as-
sessoria as industrias de transformacéo
do aco inoxidavel de todo o Pais.

No ano passado, foram realizados cursos
profissionalizantes, palestras técnicas e
seminarios, que tiveram como publico
jovens da comunidade, empreendedores, a-
posentados e pequenos e médios empre-
sarios do segmento de transformacao de
inox, capacitando um total de 436 pessoas.

Através dos diversos cursos de qua-
lificacdo profissional (trabalhabilidade
do inox e soldagem TIG) com énfase
em desenho técnico, metrologia, metalur-
gia do inox, soldagem, acabamento e fu-

| Ndmero de empresas
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nilaria, foram treinadas 110 alunos.

Atualmente, com a demanda por mao-de-
obra especializada existente na regiao e
em outros cidades e estados, como Ma-
naus, Sdo Paulo e Espirito Santo, 64%
dos alunos treinados ja estdo trabalhando.
Foram realizados, também, treinamentos
de aperfeicoamento de mé&o-de-obra em
soldagem TIG para 42 funciondrios de
empresas do setor de ago inoxidavel.

O Instituto do Inox também presta asses-
soria as industrias de transformacdo do
aco inoxidavel em todo o Pais, oferecendo-
lhes consultoria técnica. Os atendimentos
sdo feitos via telefone (31-3848-6100) ou
pelo site (www.institutodoinox.com.br). No
ano de 2006, foram atendidas cerca de
250 solicitacoes.

A Acesita é fundadora e participa ativa-
mente da Agéncia para o Desenvolvimento
de Timéteo (ADT), entidade voltada para a
promogao do desenvolvimento econémico
sustentdvel da regido. A agéncia desenvolve
o projeto "Timéteo, capital do inox", com o
objetivo de criar na cidade um nucleo indus-
trial de transformacdo do aco inoxidavel.
Desde a sua fundacdo, foram criadas 35
pequenas e médias empresas, que geraram
mais de 450 empregos diretos.
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Maintained by the Acesita Foundation, the
Stainless Steel Institute is an advanced trai-
ning center for professionals dealing with the
workability of stainless steel. By drawing on
advanced techniques and developing new
technologies, the Stainless Steel Institute fos-
ters the economic development of Timéteo
and Vale do Ago (Steel Valley), in addition to
contributing to job and income generation in
these communities.

Working in partnership with the Timéteo
Retirees' Association, the Stainless Steel
Institute offers capacity-building and training
sessions to improve the professional qualifica-
tion of skilled labor. The institute also provides
advisory to stainless steel transformation
industries across the country.

Last year, the Stainless Steel Institute delive-
red professional courses as well as technical
lectures and seminars to the community's
youngsters, future entrepreneurs, retirees, and
small and medium business engaged in the
stainless steel transformation industry, thus
helping to build the capacity of 436 people.

The institute also trained 110 students through
professional qualification courses (stainless
steel workability and TIG welding) focused on

| Number of companies

HIH Regional development

technical drawing, metrology, stainless steel
metallurgy, welding, finishing, and body repairs.

Today, 64% of the students trained by the
institute are already working and meeting the
demand for skilled labor in this area and in
other cities and states, such as Manaus, Séo
Paulo and Espirito Santo.

Training was also offered to 42 employees from
companies engaged in the stainless steel busi-
ness in order to perfect their TIG welding skills.

Additionally, the Stainless Steel Institute pro-
vides technical advisory to stainless steel trans-
formation industries across the country through
the telephone (+55 31 3848-6100) or the
Internet (www.institutodoinox.com.br). In 2006,
it handled 250 requests for assistance.

Acesita also funded and collaborates with the
Timéteo Development Agency (TDA), whose
purpose is to promote the economic develop-
ment of this area in a sustainable manner. The
agency has a project named "Timéteo, the
capital of stainless steel", which is intended to
create a stainless steel transformation hub in
the city. This project has already set up 35
small and medium businesses since its imple-
mentation, and helped to generate more than
450 direct jobs.
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HIH Cultura

A Acesita incentiva e desenvolve uma série de
acoes e atividades culturais em Timéteo e Vale
do Jequitinhonha, que no ano passado tiveram
a participacao de um publico estimado de 102
mil pessoas e mais de 1.400 artistas.

Foram realizadas 20 apresentagdes de musi-
ca e danca, 106 de teatro infantil e adulto, 20
cursos e oficinas, seis exposicoes de arte
visuais e 24 exibicoes de videoclube.

O Centro Cultural da Fundacéo Acesita rece-
beu a visita de 4,6 mil alunos das escolas do
Municipio e o Museu Acesita recebeu 450
visitantes.

Entre as apresentacdes realizadas, desta-
cam-se as dos grupos Galpdo Cine Horto,
Cia Mimulus de Danca e Giramundo. Diver-
sas atividades culturais também foram ofere-
cidas no Vale do Jequitinhonha, érea de atua-
céo da Acesita Energética.

HIH Arts and culture

Acesita fosters and develops a number of cultural
actions and activities in Timéteo and Jequitinhonha
Valley. Last year, such initiatives involved approxi-
mately 102,000 spectators and more than 1,400
artists and performers.

The activities included musical and dance perfor-
mances (20), plays for children and adults (106),
courses and workshops (20), visual art exhibitions
(6), and video shows (24).

The Acesita Foundation Cultural Center was patro-
nized by 4,600 students from the schools in Timéteo,
while the Acesita Museum received 450 visitors.

Among the major events organized in Timéteo were
the performances given by Galpao Cine Horto, Cia
Mimulus de Danca, and Giramundo. Several cultu-
ral activities were also offered in Jequitinhonha
Valley, home to Acesita Energética.
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HIH Terceira idade

O Programa Andangas, desenvolvido resgate da auto-estima, promogao
em parceria com a Associa¢do dos da saude, capacitagdo e geracao de
Aposentados e Pensionistas de Ti- renda. Em 2006, foram realizadas
méteo e a Secretaria Municipal de 36 agdes atendendo um publico de
Educacéo, Cultura, Esporte e Lazer 7900 pessoas, sendo que 1.145
da Prefeitura Municipal de Timéteo, pessoas participaram semanalmente
promove uma série de atividades das atividades fisicas (hidroginastica,
sociais, educacionais e recreativas alongamento, natacéo, danca, ma-
voltadas ao publico da terceira idade. cro-ginastica e shiatsu), culturais (co-
O programa desenvolve agdes que ral, seresta e teatro), alfabetizacéo, in-
visam integracdo e inclusao social, formatica e trabalhos manuais.
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HIH Senior citizens

The "Wanderings" Program, which is de- social inclusion, health care, capacity buil-
veloped in partnership with the Timéteo ding, and income generation. In 2006,
Retirees and Pensioners' Association, and Acesita undertook 36 such actions, bene-
the Municipal Department of Education, fiting 7900 people. Of this total, 1,145
Culture, Sport and Leisure of the Muni- participated in weekly physical activities

cipal Government of Timéteo, promotes a
number of social, educational and recre-
ational activities for senior citizens.

(water aerobics, stretching, dancing, ma-
cro-gymnastics, and shiatsu), cultural
events (choir singing, serenades, and thea-
This program develops initiatives focused trical performances), literacy training, as
on social integration, higher self-esteem, well as computer and handcraft lessons.
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HIH Voluntariado

A central de voluntariado e servigos tempo e talento no atendimento de
“Voluntarios do Vale’, mantida pela demandas de entidades e projetos
Fundacdo Acesita, possui um banco sociais.

com mais de 600 pessoas ca- Trés datas ja& s&@o tradicionais para
dastradas, entre empregados e mem- mobilizacdo dos voluntarios e promo-

bros da comunidade, dispostos a doar cao de atividades sociais:

Arraia D'ajuda: festa junina solidéria, aberta & populacao, que reuniu um publi-
co estimado em cinco mil pessoas e beneficiou seis organiza-
coes, com o repasse de R$ 9,3 mil.

Dia das Criangas: comemoracdo que beneficiou 806 criangas atendidas por
entidades sociais de Timéteo.

Dia V: Dia Internacional do Voluntdrio, que reuniu cerca de cinco mil
pessoas em atividades de lazer, salde e servicos de cidadania,
sendo 550 voluntédrios homenageados pela atuagdo em 2006.

Através do CCQ Social, grupos de metodologia da qualidade. As acdes
CCQ da Acesita implantaram seis contaram com parcerias diversas,
projetos em associagoes, utilizando e incluindo os fornecedores locais da
transferindo de forma solidaria a Empresa.

HIH Volunteer work

Valley Volunteers - the volunteer and names of more than 600 volunteers,
service center run by the Acesita including Acesita employees and com-
Foundation - has a database with the munity members.

Arraid D'ajuda: June's party, a solidary one, opened to the population, was patronized by
approximately 5,000 visitors, this country fair benefited six organizations
with R$ 9,300 in donations.

Children's Day: This celebration benefited 806 children assisted by social institutions in
Timéteo.

V Day: The celebration of International Volunteer Day gathered about 5,000 peo-
ple in activities involving leisure, healthcare and citizenship services.
A tribute was paid to 550 volunteers for their work in 2006.

Acesita's QCC groups implemented, Company's quality methodology. The
through Social QCC, six projects in dif- initiatives were carried out with a variety
ferent associations. Such projects of partners, including local suppliers to

involved the use and free transfer of the Acesita.
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HIH Participagdo em politicas publicas

A Acesita participa ativamente da estruturagéo de politicas
publicas junto aos Conselho Municipal do Idoso e Conselho
Municipal da Assisténcia Social e esta inscrita no Conselho
Municipal da Crianca e Adolescente. Todas as acdes sdo
mantidas e coordenadas pela Fundacao Acesita.

Fundo para a Infancia e Adolescéncia

No ano passado, a Acesita investiu mais de R$ 760 mil no
Fundo para a Infancia e Adolescéncia - FIA dos municipios
de Timéteo, Coronel Fabriciano, Capelinha, Turmalina,
Veredinha, Minas Novas e [tamarandiba e que beneficiarao
as associagoes destes municipios em 2007.

Em 2006, os R$ 720 mil investidos pela Empresa no FIA
beneficiaram entidades sociais inscritas nos Conselhos da
Crianca e Adolescente dos municipios de Coronel
Fabriciano, Timdteo, Belo Horizonte, Turmalina, ltamaran-
diba, Capelinha e Minas Novas.

| Participation in public
policy making

Acesita plays an active role in public policy making on the
Municipal Board for the Elderly and the Municipal Board of
Social Assistance. It is also registered with the Child and
Adolescent Municipal Board. In such cases, all the initiatives
are maintained and coordinated by the Acesita Foundation,
which is present in Timéteo.

Child and Adolescent Fund

Last year, Acesita invested more than R$ 760,000 in the Child
and Adolescent Fund (FIA) of the municipalities of Timéteo,
Coronel Fabriciano, Capelinha, Turmalina, Veredinha, Minas
Novas, and Itamarandiba. This contribution will help the associa-
tions of these townships in 2007.

In 2005, the R$ 720,000 invested by Acesita in the Child and
Adolescent Fund benefited the social institutions registered with
the Child and Adolescent Boards of the municipalities of Coronel
Fabriciano, Timéteo, Belo Horizonte, Turmalina, [tamarandiba,
Capelinha and Minas Novas.
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Impacto na economia de Timoéteo

Como maior empresa de Timéteo, a
Acesita exerce papel relevante no
desenvolvimento sécio-econémico do
municipio e da regido do Vale do Acgo.
A mao-de-obra empregada, o de
pagamento de saldrios, o volume de

compras junto a fornecedores locais
e o recolhimento de impostos sao
fatores que contribuem para o desen-
volvimento da economia local e a
melhoria da qualidade de vida da
populacao.

Impact on Timéteo's economy

Being the largest company in Timéteo,
Acesita plays a key role in the socioeco-
nomic development of this township
and of Vale do Aco (Steel Valley). By
employing and remunerating manpower,

Impostos e recursos injetados nas economias locais
Taxes and resources injected into local economies

purchasing from local suppliers, and
paying taxes, the Company is contribu-
ting to the development of the local
economy and helping to improve the
population's quality of life.

Pagamento de salarios”
Compensation”

2133

Compras realizadas com fornecedores locais
Orders from suppliers in Timéteo

166,9

Impostos municipais
Municipal taxes

12,3

Impostos estaduais
State taxes

353

Impostos federais
Federal taxes

264,1

Total de impostos recolhidos
Total taxes paid

311,7

* Saldrios e participagdo nos lucros e resultados.

R$ milhdes 2006 . R$ million 2006

* Salaries e profit sharing.




Relatorio Ambiental

Environmental Report




94
95
96
96
97
99
99
100
101

lindice /

Responsabilidade ambiental .
Politica de gestédo ambiental .
Programas de gestdo ambiental .
Certificagdo ambiental .
Monitoramento ambiental .
Reciclagem .

Programa interno de educagdo ambiental .

Programa Acesita Verde .

Programas ambientais para a comunidade .

&

ACESITA

GRUPO ARCELOR



11 Responsabilidade
ambiental

A preservacao ambiental € um dos pilares da
sustentabilidade dos negdcios da Acesita.

A atuacdo da Empresa se da de forma a con-
ciliar sua atividade econdmica e a conservacéo
dos recursos naturais, de modo a contribuir
para a sobrevivéncia e a qualidade de vida das
geracoes futuras.

Certificada desde 2001 na norma ambiental
ISO 14001, a Empresa investe na melhoria
continua dos processos produtivos, visando a
protecdo do meio ambiente.

Através de convénio com a Prefeitura de
Timdteo, a Acesita mantém o projeto Acesita
Verde, que esta preservando e recuperando 2,5
mil hectares de areas verdes de propriedade da
Empresa no Municipio.

A Acesita também desenvolve um programa de
educacao ambiental junto aos empregados e a
comunidade de Timéteo. O Centro de Edu-
cacdo Ambiental Acesita - Oikds, uma reserva
particular de mata atlantica com 989 hectares
mantida pela Empresa, abriga projetos de
preservacao e de educagao ambiental, culturais
e de geracdo de renda.

Como forma de preservar os recursos naturais,
a Acesita promove agdes de reciclagem e
reaproveitamento dos materiais gerados nos
processos produtivos. Cerca de 96% de toda a
agua utilizada em suas atividades industriais é
reaproveitada. A Companhia adota, ainda, préati-
cas e solucoes apropriadas e ecologicamente
corretas no controle operacional das emissoes
atmosféricas, hidricas e sonoras.

1 Environmental
responsibility

Environmental preservation is one of the pillars that
support Acesita's business sustainability strategy.
Certified for ISO 14001 since 2001, the Company
invests in the continuous improvement of its produc-
tion processes, in order to contribute for the survi-
ving and conservation of life quality for new genera-
tions. for the And it has the ultimate purpose of pro-
tecting the environment and natural resources.

Acesita maintains, through an agreement with the
Municipal Government of Timéteo, a project named
Acesita Verde (Green Acesita), which is preserving
and rehabilitating 2,500 hectares of green areas of
its own property.

The Company also develops an environmental edu-
cation program both internally and with the commu-
nity at Timéteo. The Acesita Environmental Edu-
cation Center - Oikés consists of a private 989-
hectare reserve of Atlantic rainforest maintained by
the Company, and it houses environmental educa-
tion and preservation projects as well as cultural
and income generation programs.

As a means to preserve natural resources, Acesita
recycles and reuses materials ensuing from its pro-
duction processes. About 96% of all the water
used in its industrial activities is reutilized. Addi-
tionally, the Company adopts practices and solu-
tions that are both suitable and environmentally
advisable in the operational control of air, water and
sound emissions.
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1 Politica de gestdo ambiental

A Companhia investe na melhoria con-
tinua da gestao ambiental em Timéteo e
no Vale do Jequitinhonha, éreas de atua-
cao da Empresa.

A Politica Integrada de Gestdao da
Acesita salienta que todas as agdes e os
processos desenvolvidos pela Empresa
devem, além de promover mais quali-
dade e seguranca aos seus empregados,
ter o meio ambiente como elemento de
integracdo e de orientacéo estratégica.

Além de cumprir todas as normas exigi-
das pela legislacao ambiental, a Acesita

desenvolve uma série de acdes que utili-
zam novas tecnologias na preservacao do
meio ambiente. Os Principios de Acéo,
que desdobram a Politica Integrada de
Gestao da Acesita, prevéem a implanta-
cao de melhorias que gerem a redugédo
das emissdes atmosféricas, do consumo
de energia, da geracao de residuos e
do uso de recursos naturais. A Acesita
também investe em projetos de reci-
clagem e reaproveitamento dos residuos,
da &dgua e dos gases gerados nos proces-
sos industriais.

1/ Environmental management policy

Environmental responsibility is one of the pil-
lars that support Acesita's business sustai-
nability strategy. Thus, the Company invests
in the continuous improvement of its envi-
ronmental management practices in Timé-
teo and Jequitinhonha Valley, these being
the two areas where it operates.

Acesita's Integrated Management Policy
determines that all the actions and proces-
ses developed by the Company should, in
addition to reaching out for higher standards
of quality and employee safety, regard the
environment as an element of integration
and strategic planning.

Besides complying with all the environ-
mental rules and regulations, the Company
pursues a number of actions that draw on
new technologies to prevent damages to
the environment. The Action Principles,
into which Acesita's Integrated Mana-
gement Policy unfolds, contemplate the
introduction of improvements capable of
reducing air emissions, energy consump-
tion, waste generation, and the use of na-
tural resources. The Company also invests
in projects designed to recycle and reuti-
lize residues, water, and gases ensuing
from its industrial processes.
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il Programas de gestéo
ambiental

Em 2006, a Empresa concluiu sete novos
Programas de Gestdo Ambiental (PGAs). Os
investimentos totais em programas e melho-
rias das condicbes ambientais da usina so-
maram, no ano, R$ 10,2 milhdes.

n Certificacdo ambiental

A Acesita, desde fevereiro de 2001, é certifi-
cada na norma de qualidade ambiental ISO
14001, pelo ABS Quality Evaluations, Inc,
sendo auditada e recertificada em 2006.

11 Environmental
management programs

In 2006, the Company completed seven new
Environmental Management Programs (EMPs).
Environmental programs and improvements in the
steel mill absorbed R$ 10.2 million worth of capi-
tal investments last year.

! Environmental certification

Acesita has been certified for ISO 14001 by ABS
Quality Evaluations since February 2001, and it
was audited and recertified in 2006.



il Monitoramento ambiental

da usina

A Acesita monitora sistematicamente todos
os emissarios da fébrica através da analise
da composigao e da qualidade dos indicado-
res ambientais hidricos, atmosféricos, sono-
ros e de residuos que, em 2006, se mantive-
ram estdveis e atenderam os padroes exigi-
dos pela legislagado ambiental.

A Acesita realiza sistematicamente o moni-
toramento ambiental de suas atividades. Em
2006, os resultados se mantiveram estéveis
e atenderam aos padroes exigidos pela legis-
lacdo ambiental.

A Acesita também promove a coleta seletiva e
a destinacdo de lixo e residuos para reciclagem.
Em 2006, foram coletados seletivamente:

Coleta seletiva
Selective colect

Papel
Paper

Papeldo
Cardboard

Plastico
Plastic

Vidros
Glass

Madeira
Wood
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0/ Environmental monitoring
at the steel mill

Acesita monitors systematically all the emissions
from the steel mill by analyzing their composition
and keeping track of the environmental indicators,
which measure the quality of water, air, sound, and
residues. In 2006, these indicators remained sta-
ble and in compliance with the standards required
by environmental law.

The Company also promotes garbage separation
and responsible waste and residue disposal for
recycling. In 2006, it separated and collected the
following:

3,3 mil toneladas
3,300 tons

21 toneladas
21 tons

298 toneladas
298 tons

11 toneladas
11 tons

1,5 mil toneladas
1,500 tons
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H Captacao de agua
Water colect
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Escoria
Slag
Lamas
Mud
Pos
Dust

Outros
Other

Areias
Sand

Carepas
Soot

Comercializado/Cedido
Marketed/Donated

I Depositado em patio
Stored in yard

Reciclado
Recycled

Co-processado
Co processed




1l Reciclagem

A Acesita desenvolve um conjun-
to de préticas e solucdes ecologica-
mente corretas no controle opera-
cional e na reutilizacao dos residuos
e rejeitos gerados no processo
industrial da Usina.

Os residuos gerados no processo
de producao do ago, com potencial
de reciclagem, sdo encaminhados
para uma planta terceirizada instala-
da na Usina para fabricacao de bri-
quetes, que sao utilizados nos Fornos
Elétricos a Arco e Forno Elétrico de
Reducao.

Acesita. Present in the future.

As escdrias geradas no processo
de producdo do gusa também sao
reaproveitadas como matéria-prima
pelas industrias cimenteiras.

A Acesita também retorna ao
processo produtivo todas as sucatas
provenientes de produtos nao con-
formes, das aparas oriundas das li-
nhas de produtos acabados e das
sucatas geradas por empresas
clientes. A sucata é processada nos
Fornos Elétricos a Arco, reduzindo os
custos operacionais e otimizando as
atividades produtivas.

| Recycling

Acesita adopts a number of environment-
friendly practices and solutions in the ope-
rational control and reutilization of residues
and waste generated by the mill's indus-
trial process.

The residues ensuing from the steel-ma-
king process and potentially fit for recy-
cling are forwarded to an outsourced plant
installed on the mill's premises for the
manufacture of coal briquettes, which are
then used in the Electric Arc Furnaces and
Electric Reduction Furnace.

11 Programa interno de
educagao ambiental

O programa interno de educacdo ambiental
é voltado para os empregados da Acesita e
terceirizados. Implementado pela drea de
gestdao ambiental e de treinamento da
Empresa, o programa capacitou, em 2006,
2.702 pessoas.

Também foram oferecidas, na reserva do
Oikés, 10 oficinas de educacao e interpre-
tagdo ambiental a 290 empregados e familia-
res sobre desenvolvimento sustentavel.

The slag originating in the pig iron pro-
duction process is also reused as raw-
material in cement manufacturers.

Finally, Acesita feeds back into its pro-
duction process all the scrap material
from non-conforming products and/or
clients, and trimmings from the lines of
finished goods. This material is pro-
cessed in the Electric Arc Furnaces,
thus reducing the Company's operating
costs and optimizing its production
activities.

n Internal environmental

education program

The internal environmental education program is
intended for Acesita's employees and outsourced
workers. Implemented by the Company's environ-
mental management and training department, this
program helped to educate 2,702 participants in
2006.

Additionally, 10 environmental education and
interpretation workshops were offered to 290
employees and their families in the Oikés reserve,
teaching them about sustainable development.
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11 Programa Acesita Verde

A Acesita mantém em Timéteo o Programa de
Gestao Sécioambiental - Acesita Verde, que
prevé a recuperacao e a preservacado de 2,5
mil hectares de éreas verdes de propriedade
da Empresa, o que corresponde a 174% da
area total do Municipio.

A partir do diagndstico da situacdo de con-
servagdo das areas - que envolveu imagens
de satélites, dados do Instituto Brasileiro de
Geografia e Estatistica - IBGE, censos feitos
pela Prefeitura de Timéteo e entrevistas com
moradores da regidao - foi estruturado um
banco de dados digital modelo georeferen-
ciado. As informagdes geradas sdo usadas
como instrumento de planejamento de inter-
vencoes futuras e para o monitoramento das
acoes j& implementadas.

Em 2006, o Programa investiu R$ 1,3 milhdo
nos trabalhos de preservacgéo, restauracao e
educagdo ambiental junto & comunidade.
Além do plantio de mais de 11 mil espécies
de arvores e plantas tipicas da Mata Atlantica,
foram construidos diques e gabides para evi-
tar processos erosivos nos terrenos.

No ano passado, também foram realizados
encontros periédicos com a comunidade e
cursos de capacitagdo para que professores
da rede municipal trabalhem o tema do meio
ambiente com seus alunos.

Através das agdes de combate rapido as
queimadas realizadas pela brigada contra
incéndios e da construcédo de aceiros, foi re-
gistrada redugdo de 94% das éreas quei-
madas desde 2003. Apesar do volume das
chuvas do periodo de setembro a novembro
do ano passado ter sido 40% superior em
relacdo ao mesmo periodo em 2005, ndo fo-
ram registrados desmoronamentos.

O Programa Acesita Verde é desenvolvido
em parceria com o Departamento de Geo-
grafia do Centro Universitario do Leste de
Minas (Unileste), possibilitando o desenvolvi-
mento profissional dos alunos e sua integra-
cao com a Empresa.

B "Green Acesita" Program

Acesita maintains a Social & Environmental
Management Program named Acesita Verde
(Green Acesita) in Timéteo. The purpose of this
program is to rehabilitate and preserve 25600
hectares of green areas belonging to the Company,
which correspond to 17.4% of the township's total
surface area.

Based on a diagnostic survey of these areas and on
the use of satellite images as well as data pu-
blished by the Brazilian Institute of Geography and
Statistics (IBGE) and the Municipal Government,
and on interviews with local residents, Acesita com-
piled a digital database that allows it to make deci-
sions through a wide-ranging analysis of the va-
rious factors at play, to plan future interventions,
and to monitor the actions already implemented.

In 2006, the "Green Acesita" Program invested
R$ 1.3 million in initiatives to restore and preserve
green areas, and to provide environmental educa-
tion to the local communities. In addition to plan-
ting more than 11,000 species of trees and plants
typical of the Atlantic Rainforest, the Company
built dams and gabions to prevent soil erosion at
certain points of properties that showed signed of
degradation.

Acesita also held periodic meetings with the com-
munity last year, and offered capacity-building
courses to teachers from municipal public schools,
thus enabling them to discuss environmental
issues with their students.

Thanks to rapid fire-fighting actions by the Fire
Brigade to prevent forest fires from spreading out,
and to the opening of firebreaks, the area devas-
tated by fires was reduced by 94% when com-
pared to 2003. Although the amount of rainfall
between September and November 2006 was
40% superior to the volume registered in 2005,
no landslides were reported in the areas belon-
ging to the Company.

"Green Acesita" is a program developed in partner-
ship with the Geography Department of the
University Center of Eastern Minas Gerais
(Unileste), and it has contributed to the professional
development of the students, as well as their inte-
gration with the Company.



T

5 "‘;f- i

.- Acesita. Present in the Ifuture.

IHI Programas ambientais para

a comunidade
Environmental education

programs for the communities

O compromisso com um meio ambiente saudével e respeitado €
um dos principios que movem as atividades desenvolvidas pela
Acesita. Através de projetos que visam a integracéo entre a edu-
cacao e o meio ambiente, a Acesita incentiva a cidadania e o
compromisso da comunidade com a preservacao da natureza.

Environmental responsibility is one of the principles behind Acesita's
business activities. By embarking on projects designed to integrate edu-
cation and environmental awareness, the Company encourages the
local communities to exercise their citizenship and to assume a commit-
ment to preserve their natural surroundings.
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n Educacédo ambiental na comunidade

O Centro de Educacdo Ambiental da
Acesita - Oikds é uma unidade par-
ticular de conservacédo da natureza,
com 989 hectares, vizinha ao
Parque Estadual do Rio Doce, maior
area de Mata Atlantica continua do
Estado de Minas Gerais. O Oikds
também promove uma série de ativi-
dades de educacdo ambiental vol-
tadas para a comunidade do Vale do
Aco e do Vale do Jequitinhonha.

Em parceria com o Instituto Esta-
dual de Florestas (IEF), foi ministra-
do curso de brigada de incéndio,
integrado por 18 empregados de

instituicoes do entorno do Oikés e
do Parque Estadual do Rio Doce.

Foi realizada manutencao dos 24,3
hectares plantados em 2005, por
meio de parceria com |EF/Promata,
com o plantio de trés mil arvores
para o enriquecimento de florestas
e recuperacao de dreas desmata-
das. Também foi feita a manutencao
de 220 mil metros quadrados de
aceiros no entorno da érea.

O viveiro do Oikds produziu e dis-
tribuiu 7.569 mudas de espécies
de arvores nativas, frutiferas e
ornamentais.

11 Environmental education in

the communities

Acesita's  Environmental Education
Center - Oikés is a private 989-hectare
nature reserve adjacent to the Rio
Doce State Park, which is in turn the
largest continuous stretch of the
Atlantic Rainforest in the State of
Minas Gerais. Oikds also promotes a
number of environmental education
activities for the communities in Vale do
Aco (Steel Valley) and Jequitinhonha
Valley.

Working in partnership with the State
Forestry Institute (IEF), Oikés offered a
fire-fighting course to 18 employees

from institutions located near Oikds
and from the Rio Doce State Park.

Additionally, Acesita did some mainte-
nance work on 24.3 hectares of planted
forestlands, in partnership with IEF/
Promata. The effort consisted in planting
3,000 trees to enrich existing forests and
rehabilitate clearings. Maintenance work
was also done on 220,000 m2 of fire-
breaks surrounding the forests.

The Oikds plant nursery produced and
distributed 7569 seedlings of native
fruit and ornamental trees.



Acesita. Present in the future.

11 Projetos de meio ambiente
Environmental projects

Agroecologia
Agroecology

No ano passado, foram realizados 18 encontros de capacitaco, avaliagao e
monitoramento das atividades exercidas pelo grupo Agroecologia, respon-
savel por cuidar da horta experimental instalada no Oikés. Os participantes
adquiriam conhecimento sobre o uso de plantas medicinais e trabalharam na
implantacao de hortas comunitérias e escolares.

Em 2006 foram atendidas sete instituicdes (escolas, associacdes e grupos
comunitérios) de Timéteo e de cidades vizinhas, com palestras e mini-cursos
sobre cultivo organico e medicinal. No segundo semestre, aconteceu o
curso de capacitacdo em aromatologia popular para 25 pessoas, com carga
horéria de 64 horas.

Foram capacitadas, ainda, 112 pessoas, entre professores, alunos e mem-
bros da comunidade, sobre o cultivo e o consumo de hortas agroecoldgicas.

Last year, Acesita promoted 18 meetings for capacity building and assessment,
and to monitor the activities of the Agroecology group, which is responsible for
the experimental green garden built at Oikés. The attendees learned about the
use of medicinal plants and worked on the implementation of community and
school green gardens.

In 2006, Oikés offered lectures and short courses in organic gardening and
medicinal plants to seven institutions (schools, associations and community
groups) from Timéteo and neighboring towns. In the second semester, there was
a 64-hour capacity-building course in folk aromatherapy for 25 participants.
Furthermore, 112 people - including teachers, students and community
members - received training about the agroecological growing and con-
sumption of organic vegetables.

Visitas monitoradas ao Oikods
Guided tours around Oikés

Estudantes da rede publica e privada de Timéteo e municipios do Vale do Ago
participaram de visitas monitoradas ao Oikds - Centro de Educagdo Ambiental
da Acesita. Foram registradas 2.648 visitas de alunos que conheceram a
ambioteca (biblioteca especializada em temas ambientais), o centro de visi-
tantes, viveiro de producao de mudas, biodigestor, minhocdrio e maquete viva
de uma bacia hidrogréfica. Os estudantes também participaram de atividades
de recreagdo e caminhadas pelas trilhas interpretativas do Oikés.

Students from public and private schools in Timéteo and other Vale do Ago
townships were taken on guided tours around Oikds - Acesita's Environmental
Education Center. Altogether, 2,648 students visited the reserve, the environ-
mental library (i.e. a library specialized in environment-related publications), the
guest center, plant nursery, biodigester, and earthworm nursery. They were also
introduced to a live model of a river basin. Finally, they took part in recreational
activities and walks along interpretative trails within Oikés.
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Brincando, Fazendo e Aprendendo no Oikos
"Playing, Doing and Learning at Oikds"

A 15% edicdo do projeto Brincando, Fazendo e Aprendendo no Oikés aconteceu durante o recesso escolar, em julho
de 2006. Durante cinco dias, o Oikés foi aberto a comunidade do Vale do Aco que participou de atividades de lazer
e salde associadas as questdes ambientais como a importancia da preservagao da biodiversidade. Participaram
9.166 pessoas em diversas oficinas tematicas e atividades como ioga, caminhadas ecoldgicas e esportes de aven-
tura (rapel, escalada e tirolesa). Em uma tenda armada de 300 metros quadrados, a comunidade também participou
de seis oficinas que abordaram temas como recursos hidricos, bacia hidrogréfica, energia elétrica, entre outros. A
programacao contou, ainda, com o grupo teatral Giramundo que apresentou uma peca teatral sobre a Mata Atlantica

The 15th edition of "Playing, Doing and Learning at Oikds" took place during the school vacation break in July 2006.
For five days, the reserve remained open to the community of Vale do Ago (Steel Valley), who took part in leisure and
health-related activities associated with environmental issues, such as the importance of preserving the biodiversity
of one's natural surroundings. A total of 9,166 people attended themed workshops and participated in activities such
as yoga sessions, hiking and adventure sports (rappelling, climbing, and flying fox). The community also attended six
workshops delivered inside a 300 m2 tent and covering topics such as water resources, river basins, electric power,
etc. Finally, the program included a performance by the Giramundo theater company, who staged a play about the
Atlantic Rainforest.

|
Férum de Educacao Ambiental
Environmental Education Forum |

O 6° Férum de Educacdo Ambiental, realizado no més de novembro, contou com a participagéo de 132 represen-
tantes dos 11 municipios sob jurisdicdo da Superintendéncia Regional de Ensino de Coronel Fabriciano.

Durante o evento, foram apresentados os projetos "Coleta Seletiva: reciclar com solidariedade"; "Ecologia Integral
e o prazer de aprender" e "Jovens lideres no campo de servico", desenvolvidos ao longo do ano. Também foram
ministradas as palestras "As metas do milénio e o que podemos fazer" e "A criagédo da Comiss&o Interinstitucional

de Educacdo Ambiental Vale do Rio Doce".

O férum culminou com avaliagéo e diagnéstico da prética pedagdgica em Educacdo Ambiental nas escolas publi-
cas. Ao final do evento, foi extraida a proposta de intensificagdo da capacitacao dos professores que participam do
"N¢ da rede", grupo que se reline para discuss@o do ensino ambiental nas escolas publicas.

The 6th Environmental Education Forum, held in November, was attended by 132 representatives from 11 munici-
palities under the jurisdiction of the Coronel Fabriciano Regional Education Superintendence.

Several projects were presented during this event, including "Garbage Separation: recycling with solidarity"; "Total
Ecology and the pleasure of learning"; and "Young leaders in the field of service", which were developed during the
course of 2006. Lectures were also delivered, namely: "The millennium development goals and what we can do" and
"Creating an Inter Institutional Commission for Environmental Education in Rio Doce Valley".

The forum culminated with an assessment and diagnostic analysis of the teaching practices applied to environmen-
tal education in public schools. At the end of the forum, a proposal was presented to intensify the capacity-building
efforts for teachers who are members of N6 da Rede (Node in the Web). This is a group that meets personally or
through the Web to discuss the teaching of environmental topics in public schools.

104
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Escotismo
Scouting

A Acesita foi parceira na criagdo do 80° Grupo Escoteiro Jequitiba, de Timéteo. O grupo conta com 53 integrantes
que ajudam a engrossar a lista de mais de 65 mil participantes no Brasil, conforme dado da Unido dos Escoteiros
do Brasil (UEB). Sua sede funciona no Qikds, com reunides aos sabados.

Acesita helped to create the 80th Group of Jequitibé Scouts, in Timéteo. This group adds 53 members to the list of
over 65,000 participants in Brazil, as per data provided by the Brazilian Scouts Union (UEB). They are based in Oikds
and meet every Saturday.

EEEEEEEEEE—
Formacao profissional e promocéao social no Vale do Aco
Professional education and social promotion in Vale do Ago

O convénio firmado, desde 2004, com o Servico Nacional de Aprendizagem Rural (SENAR), possibilita a realizagéo
de cursos de capacitagéo voltados aos trabalhadores de bairros periféricos, produtores rurais e familiares no Vale
do Ago e no Vale do Jequitinhonha. O objetivo é contribuir para geracéo de renda e a melhoria da qualidade de vida
da populacgéo através de agdes educacionais em comunidades rurais.

No ano passado, foram oferecidos 25 cursos de formacéo profissional especializada (como bovinocultura, avicultura,
zoonoses, turismo rural, doces, compotas e conservas, jardinagem, fruticultura bésica, equideocultura e artesanato),
que contaram com a participacdo de 296 pessoas.

An agreement signed between Acesita and the National Apprenticeship Service for Rural areas (SENAR) in 2004
allows the Company to offer capacity-building courses to workers in the outskirts, producers in rural areas, and families
living in Vale do Ago and Jequitinhonha Valley. The purpose of this agreement is to help the population to generate
income and improve their quality of life through educational initiatives in rural communities.

Last year, Acesita offered 25 specialized professional courses (e.g. cattle raising, poultry farming, animal diseases,
rural tourism, confections and preserves, gardening, introduction to fruit tree growing, equine ranching, and hand-
work), which were attended by 296 people.
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Balanco Social Anual 2006
(Modelo Ibase)

EMPRESA

Receita liquida (RL) 3.442.411 3.109.126

Resultado operacional (RO) 751.031 698.738

Folha de pagamento bruta (FPB) 213274 196.620
Alimentacéo 7867 3,69% 0,23% 7263 3,69% 0,23%
Encargos sociais compulsérios 52,296 24,52% 1,52% 52,926 26,92% 1,70%
Previdéncia privada 7313 3,43% 0,21% 7078 3,60% 0,23%
Salde 15.358 720% 0,45% 14127 718% 0,45%
Seguranga e salde no trabalho 2,222 1,04% 0,06% 3.848 1,96% 0,12%
Educacéo 194 0,09% 0,01% 160 0,08% 0,01%
Cultura 40 0,02% 0,00% 252 0,13% 0,01%
Capacitacdo e desenvolvimento profissional 2.398 1,12% 0,07% 2.364 1,20% 0,08%
Creches ou auxilio-creche 107 0,05% 0,00% 91 0,05% 0,00%
Participacéo nos lucros ou resultados 15.075 7.07% 0,44% 10.543 5,36% 0,34%
Outros 2931 1,37% 0,09% 1.841 0,94% 0,06%
Total Indlcadores souals internos 105. 801 49,61% 3,07% 100. 493 51,11% 3,23%
Educa@ao ,26% ,06% 0,14% 0,03%
Cultura Q.BQQ 0,34% 0,07% 3262 0,47% 0,10%
Salde e saneamento 403 0,05% 0,01% 213 0,03% 0,01%
Esporte 605 0,08% 0,02% 405 0,06% 0,01%
Combate a fome e seguranca alimentar 0 0,00% 0,00% 0 0,00% 0,00%
Outros 1.264 0,17% 0,04% 1.103 0,16% 0,04%
Total das contribuigdes para a sociedade 6.760 0,90% 0,20% b.966 0,85% 0,19%
Tributos (excluidos encargos sociais) 331.227 44,10% 9,62% 307623 44,03% 9,89%
Total - Indicadores sociais externos 337.987 45,00% 9,82% 313.689 44,88% 10,09%
Investimentos relacionados com a

producéo/ operagdo da empresa 10.150 1,35% 0,29% 1512 0,22% 0,05%
Investimentos em programas e/ou projetos externos 2.070 0,28% 0,06% 1.561 0,22% 0,05%
Total dos investimentos em meio ambiente 12.220 1,63% 0,35% 3073 0,44% 0,10%
Quanto ao estabelecimento de “metas anuais” para () ndo possui metas () ndo possui metas

minimizar residuos, o consumo em geral na () cumpre de 51 a 76% () cumpre de 51 a 75%
producdo/ operacéo e aumentar a eficacia () cumpre de 0 a 50% () cumpre de 0 a 50%

na utilizacéo de recursos naturais, a empresa (x) cumpre de 76 a 100% (x) cumpre de 76 a 100%

N° de empregados(as) ao final do periodo 2.937 3112

N° de admissdes durante o periodo 11 101

N° de empregados(as) terceirizados(as) 1.911 1.994

N° de estagidrios(as) 45 47

N° de empregados(as) acima de 45 anos 661 630

N° de mulheres que trabalham na empresa 202 217

% de cargos de chefia ocupados por mulheres 0,17% 0,13%

N° de negros(as) que trabalham na empresa 187 194

% de cargos de chefia ocupados por negros(as) N/D N/D

N° de portadores(as) de deficiéncia ou necessidades especiais 43 43
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I Annual Social Balance - 2006
(Ibase Model)

EMPRESA

1 - Basis of Calculation 2006 Value ("000 reais) 2005 Value ("000 reais)
Net Revenues (NR) 3,449,411 3,109,126

Operating Results (OP) 751,031 698,738

Gross Payroll (GP) 213274 196,620

Meals 7867 3.69% 0.23% 7263 3.69% 0.23%
Mandatory Social Contributions 52296 24.52% 1.52% 52926 26.92% 1.70%
Private Pension 7313 3.43% 0.21% 7078 3.60% 0.23%
Healthcare 15,358 7.20% 0.45% 14,127 7.18% 0.45%
Workplace Safety and Medicine 2,222 1.04% 0.06% 3,848 1.96% 0.12%
Education 194 0.09% 0.01% 160 0.08% 0.01%
Culture 40 0.02% 0.00% 252 0.13% 0.01%
Professional Qualification and Development 2,398 1.12% 0.07% 2,364 1.20% 0.08%
Day Care and Day Care Allowance 107 0.05% 0.00% 91 0.05% 0.00%
Profit Sharing 15,075 7.07% 0.44% 10,643 5.36% 0.34%
Others 2,931 1.37% 0.09% 1,841 0.94% 0.06%
Total - Indicadores sociais internos 105.801 49,61% 3,07% 100.493 51,11% 3,23%
3 - Indicadores Sociais Externos Value ('000 reais) | % over OR % over NR Value ('000 reais) | % over OR % over NR
Education 1,966 0.26% 0.06% 983 0.14% 0.03%
Culture 2,622 0.34% 0.07% 3,262 0.47% 0.10%
Health and Sanitation 403 0.05% 0.01% 213 0.03% 0.01%
Sports 605 0.08% 0.02% 405 0.06% 0.01%
Hunger Relief and Food Safety 0 0.00% 0.00% 0 0.00% 0.00%
Others 1,264 0.17% 0.04% 1,108 0.16% 0.04%
Total Contributions to Community 6,760 0.90% 0.20% 5,966 0.85% 0.19%
Taxes (not including social contributions) 331,297 44.10% 9.62% 307,623 44,03% 9.89%
Total - External Social Indicators 337,987 45.00% 9.82% 313,689 44.88% 10.09%
4 - Environmental Indicators Value (000 reais) | % over OR % over NR Value (000 reais) | % over OR % over NR
Investments in the Company's production/operation 10,160 1.35% 0.29% 1,612 0.22% 0.05%
Investments in external programs/projects 2,070 0.28% 0.06% 1,561 0.22% 0.05%
Total investments in the environment 12,220 1.63% 0.35% 3,073 0.44% 0.10%
Regarding the establishment of "annual goals" (1) has no goals (1) has no goals

to minimise waste, overall consumption in the () complies from 0 to 50% (1) complies from 0 to 50%
production/operations, and increasing efficiency (') complies from 51 to 75% (1) complies from 51 to 75%

in the use of natural resources, the Company: (x) complies from 76 to 100% (x) complies from 76 to 100%

5 - Personnel Indicators 2006 2005

No. of employees at the end of the period 2,937 3,112

No. of employees hired during the period 11 101

No. of outsourced employees 1911 1,994

No. of interns 45 47

No. of employees over the age of 45 661 630

No. of female employees 202 217

% of management positions occupied by women 0.17% 0.13%

No. of Afro-Brazilian employees 187 194

% of management positions occupied

by Afro-Brazilians N/D N/D

No. of employees with disabilities 43 43
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Balanco Social Anual 2006
(Modelo Ibase)

6 - InformagGes relevantes quanto ao 2006 Metas 2007
exercicio da cidadania empresarial

Relacdo entre a maior e a menor remuneracéo na empresa 20,71 20,71
Numero total de acidentes de trabalho 17 0
Os projetos sociais e ambientais desenvolvidos () direcao (x) direcdo e | () todos(as) () direcdo | (x)direcidoe | () todos(as)
pela empresa foram definidos por: geréncias | empregados(as) geréncias | empregados(as)
Os pradrdes de seguranga e salubridade no () direcdoe | ()todos(as) | (x)todos (as) | () direcdoe = () todos(as) | (x) todos(as)
ambiente de trabalho foram definidos por: geréncias | empregados(as) + Cipa geréncias | empregados(as) + Cipa
Quanto a liberdade sindical, ao direito de negociacao (x ) incentivara
coletiva e a representacéo interna (x) ndo se ()segueas | ()incentivae | (x)ndose | () seguird as e seguird
dos(as) trabalhadores(as), a empresa: envolve normas da OIT | segue a OIT envovlerd | normas da OIT a OIT

() direcao () direcdo e | (x)todos (as) | () direcdo () direcdo e | (x) todos(as)
A previdéncia privada contempla: geréncias | empregados (as) geréncias | empregados(as)

() direcao () direcdo e | (x)todos (as) | () direcao () direcdo e | (x) todos(as)
A participacédo dos lucros ou resultados contempla: geréncias | empregados (as) geréncias | empregados(as)
Na selegdo dos fornecedores, os mesmos padroes
éticos e de responsabilidade social e ambiental () ndo sao (x) séo () sao () ndo serdo ( x) serdo () serao
adotados pela empresa: considerados sugeridos exigidos considerados | sugeridos exigidos
Quanto & participacdo de empregados(as) em () ndo se () apdia (x) organiza e () ndo se () apoiara | (x ) organizara
programas de trabalho voluntério, a empresa: envolve incentiva envolvera e incentivard
Numero total de reclamacdes e na empresa no Procon na Justica na empresa no Procon na Justica
criticas de consumidores (as): **

na empresa no Procon na Justica na empresa no Procon na Justica
% de reclamacdes e criticas atendidas ou solucionadas: ** % % % % % %
Valor adicionado total a distribuir (em mil R$): Em 2006: 1.319.102 Em 2005: 1.257.124

29,07% governo 28,68% governo

17,66% colaboradores (as) 1765% colaboradores (as)

15,06% acionistas 14,02% acionistas
Distribuicdo do Valor Adicionado (DVA): 5,35% terceiros 32,86% retido 6,83% terceiros 32,829% retido

7 - Outras Informag6es

Responsavel pelas informagdes: Alexandre Augusto Silva Barcelos - Tel: (31) 3235-4362 - E-mail: abarcelos@acesita.com.br.
“Esta demonstragao dos resultados sociais da Acesita SA em 2006 segue o padréo estabelecido pelo Ibase — Instituto Brasileiro de Andlises Sociais e Econémicas.
“*Dados néo disponiveis.
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I Annual Social Balance - 2006
(lbase Model)

6- Relevant information regarding (10105} 2007 Goals
Corporate Citizenship
Ratio between highest and lowest company salary 20.71 20.71
Total number of work-related accidents 17 0
The social and environmental projects () directors | (x) directors and () all () directors |(x) directors and () all
developed by the Company were defined by: management | employees management | employees
Health and safety standards in the () directors and ()all (x) all + CIPA | () directors and () all (x) all +
workplace were defined by: management employees management employees CIPA
Regarding freedom given to the Union, () encourages () will encou-
collective negotiation of labor, the Company: (x) does not get | () follows ILO |and follows ILO | (x) will not get| () will follow | rage and follow
involved norms norms involved ILO norms ILO norms
() directors | () directors and (x) all () directors | () directors and (x) all
Private pension plan covers: management employees management employees
() directors | () directors and () all () directors |() directors and (x) all
Profit-sharing plan covers: management | employees management | employees
In the selection of suppliers, the same
ethical, social and environmental standards () are not (x) are () are () will not be | (x) will be () will be
adopted by the Company: considered suggested required considered suggested required
Regarding employee participation in () does not get () gives () organizes | () will not get| () will give | () will organize
volunteer work programs, the Company: involved support and encourages involved support and encourage
Total number of customer complints in the Company | at the Consumer | in courts of |in the Company| at the Consumer | in courts of
and criticisms:™ __ DefenseOrg. |  law _ Defense Org. law
in the Company | at the Consumer | in courts of |in the Company| at the Consumer | in courts of
% of complaints addressed or resolved:” % Defense Org.__%| law ___ % % Defense Org.__%| law __ %

Total Value Added distributed (in R$ '000):

In 2006: 1.319.102

In 2005: 1.267.124

Distribution of Value Added (DVA):

29.07% government
17.66% collaborators
16.06% shareholders

5.35% third parties

32.86% retained

28.68% government
17.65% collaborators
14.02% shareholders

6.83% third parties

32.82% retained

7 - Other Information

Responsible for the information: Alexandre Augusto Silva Barcelos - Phone: (31) 3235-4362 - E-mail: abarcelos@acesita.com.br.
“This presentation of Acesita's social results in 2006 follows the standard set forth by Ibase — Brazilian Institute of Social and Economical

Analysis*Non-available data.
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HHI Parecer do Conselho Fiscal

Senhores acionistas:

O Conselho Fiscal da ACESITA S.AA, no uso de suas atribuigdes legais e estatutérias,
tomando por base as reunides e andlises ocorridas no decorrer do exercicio de 2006 e o
parecer da KPMG Auditores Independentes, procedeu ao exame das demonstragdes finan-
ceiras consolidadas e individuais e do relatério da administracao, referentes ao exercicio
recém-findo, e declara que estes refletem adequadamente a situagdo patrimonial e a
posicdo financeira da ACESITA SA.

Nestes termos, por seus membros abaixo assinados, recomenda que as contas, as referi-
das demonstragdes financeiras, o relatério da administracéo, assim como a proposta refe-
rente a destinacdo do resultado do exercicio, sejam aprovados pelos senhores acionistas
na Assembléia Geral Ordinéria.

Belo Horizonte, 15 de marco de 2007.

Horéacio de Oliveira
Edevaldo Fernandes da Silva

Raul Gomide
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HHI Opinion of the statutory Audit
Committee

To the shareholders:

The Statutory Audit Committee of ACESITA S.A. (the "Company"), in the exercise of its legal
and statutory functions and based on the meetings held and analyses performed during FY
2006, as well as on the opinion issued by KPMG Auditores Independentes, has examined
the Company's consolidated and individual financial statements and management report for
the fiscal year just ended, and hereby declares that these documents accurately reflect the
stockholders' equity and financial position of ACESITA S.A.

Thus, the said committee recommends, through its undersigned members, that the
accounts and the aforementioned financial statements and management report, as well as
the proposal regarding the destination of FY 2006 earnings be approved by the sharehol-
ders in the Shareholders' Meeting.

Belo Horizonte, March 15, 2007.

Horéacio de Oliveira
Edevaldo Fernandes da Silva

Raul Gomide
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HHH Parecer dos auditores

independentes
Ao
Conselho de Administracao e aos Acionistas
da Acesita SA.

Belo Horizonte - MG

2.

4,

5.

. Examinamos o balanco patrimonial da Acesita S.A. e o balango patrimonial consolidado

dessa Companhia e suas controladas, levantado em 31 de dezembro de 2006, e as
respectivas demonstracoes de resultados, das mutagdes do patriménio liquido e das ori-
gens e aplicagdes de recursos, correspondentes ao exercicio findo naquela data, elabora-
dos sob a responsabilidade de sua Administragdo. Nossa responsabilidade € a de expres-
sar uma opinido sobre essas demonstracdes contébeis.

Nosso exame foi conduzido de acordo com as normas de auditoria aplicaveis no Brasil e
compreendeu: (a) o planejamento dos trabalhos, considerando a relevancia dos saldos, o
volume de transagdes e os sistemas contabil e de controles internos da Companhia e de
suas controladas; (b) a constatacdo, com base em testes, das evidéncias e dos registros
que suportam os valores e as informagdes contdbeis divulgados; e (c) a avaliacéo das
praticas e das estimativas contabeis mais representativas adotadas pela Administracao da
Companhia e de suas controladas, bem como da apresentacéo das demonstragdes con-
tabeis tomadas em conjunto.

. Em nossa opiniao, as demonstracoes contédbeis acima referidas representam, adequada-

mente, em todos os aspectos relevantes, a posigao patrimonial e financeira da Acesita S.A.
e a posicao patrimonial e financeira consolidada dessa Companhia e suas controladas em
31 de dezembro de 2006, o resultado de suas operagdes, as mutagdes do seu patrimonio
liquido e as origens e aplicacdes de seus recursos, correspondentes ao exercicio findo
naquela data, de acordo com as praticas contébeis adotadas no Brasil.

Nosso exame foi conduzido com o objetivo de emitir parecer sobre as demonstracdes con-
tabeis referidas no parégrafo 1, tomadas em conjunto. As demonstragdes do fluxo de caixa
e do valor adicionado, que estdo sendo apresentadas para propiciar informagdes suple-
mentares sobre a entidade, ndo sao requeridas pelas praticas contdbeis adotadas no
Brasil. Essas demonstracdes foram submetidas aos mesmos procedimentos de auditoria
descritos no parégrafo 2 e, em nossa opinido, estdo adequadamente apresentadas, em
todos os seus aspectos relevantes, em relacdo as demonstragoes contdbeis mencionadas
no parédgrafo 1, tomadas em conjunto.

As demonstracoes contdbeis e as informacdes complementares relativas ao exercicio
findo em 31 de dezembro de 2005 foram examinadas por outros auditores independentes
que, sobre elas, emitiram parecer sem ressalvas datado de 10 de fevereiro de 2006.

09 de fevereiro de 2007

Marco Tulio Fernandes Ferreira KPMG Auditores Independentes
Contador CRC MG058176/0-0 CRC SP014428/0-6-F-MG
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HHH Independent auditors'
report

To

The Board of Directors and Shareholders
ACESITA SA.

Belo Horizonte - MG

1. We have examined the accompanying balance sheet of ACESITA S.A. (Parent Company)
and the consolidated balance sheet of the Company and its subsidiaries (Consolidated) as
of December 31, 2006 and the related statements of income, changes in shareholders'
equity and changes in financial position for the year then ended, which are the responsi-
bility of its management. Our responsibility is to express an opinion on these financial
statements.

2. Our examination was conducted in accordance with auditing standards generally accepted in
Brazil and included: (a) planning of the audit work, considering the materiality of the balances,
the volume of transactions and the accounting systems and internal accounting controls of
the Company and its subsidiaries; (b) verification, on a test basis, of the evidence and records
which support the amounts and accounting information disclosed; and (c) evaluation of the
most significant accounting policies and estimates adopted by Company management and
its subsidiaries, as well as the presentation of the financial statements taken as a whole.

3. In our opinion, the aforementioned financial statements present fairly, in all material respects,
the financial position of ACESITA S.A. (Parent Company) and the consolidated financial posi-
tion of the Company and its subsidiaries (Consolidated) as of December 31, 2006, and the
results of its operations, changes in its shareholders' equity and changes in its financial posi-
tion for the year then ended, in conformity with accounting practices adopted in Brazil.

4, Our examination was conducted in order to issue an opinion on the financial statements
mentioned in the paragraph 1, taken as a whole. The statements of added value and the
statements of cash flow represent supplementary information to these statements and are
being presented to enable further analysis. These statements are not required in accor-
dance with accounting practices adopted in Brazil. This supplementary information has been
subjected to the same audit procedures applied to the financial statements and in our opi-
nion is presented fairly in all material respects in relation to the aforementioned financial
statements, taken as a whole.

5. The financial statements and additional information related to the year ended on December
31, 2005 were examined by others independent auditors which, on them, issued an unqua-
lified opinion dated on February 10, 2006.

February 9, 2007

Original report in Portuguese signed by

KPMG Auditores Independentes Marco Tulio Fernandes Ferreira
CRC SP014428/0-6-F-MG Accountant CRC MG58176/0-0
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Balancos patrimoniais
em 31 de dezembro

(Em milhares de reais)

DD ATIVO
Consolidado Controladora
2006 2005 2006 2005
CIRCULANTE
Disponibilidades (nota 5) 557.868 384.065 498.122 309.189
Contas a receber de clientes (nota 6) 447140 324.012 482997 362.503
Estoques (nota 7) 628.650 553.611 5497921 4978892
Impostos a recuperar e diferidos (nota 8) 118922 74.267 116.034 70.089
Titulos a receber (nota 9) 35.894 33.886 35.894 33.886
Qutros ativos circulantes 23.340 37507 21.536 356.391
1.811.814 1.407.348 1.703.234 1.308.940
NAO CIRCULANTE
REALIZAVEL A LONGO PRAZO
Créditos com controladas = = 94.852 96.973
Titulos a receber (nota 9) - 22591 - 22591
Impostos a recuperar e diferidos (nota 8) 226.011 232.866 191177 2056.373
Depésitos judiciais (nota 10) 94.840 143.749 91.890 140.239
Outros ativos de longo prazo 25.432 37990 25.427 37569
346.283 437196 403.346 502.745
ATIVO PERMANENTE
Investimentos (nota 11) 3.056 5.999 238.080 185.499
Imobilizado (nota 13) 2.314.960 2.357932 2.140.648 2.212.983
Intangivel 39.955 42511 39.772 42452
Diferido 16.043 9.843 - -
2.374.014 2.416.285 2.418.500 2.440.934
Total do ativo 4532.111 4.260.829 4.525.080 49252619

As notas explicativas da administragéo sao parte integrante das demonstragdes contébeis.
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I Balance sheets as of
december 31

(In thousands of reais)

I D D ASSETS
Consolidated Parent Comiani
CURRENT ASSETS
Cash and cash equivalents (note 5) 557868 384,065 498,122 309,189
Trade accounts receivable (note 6) 447140 324,012 482997 362,603
Inventories (note 7) 628,650 553,611 549,721 497882
Recoverable and deferred taxes (note 8) 118,922 74,267 115,034 70,089
Account receivable (note 9) 35,894 33,886 35,894 33,886
Other current assets 23,340 37507 21,536 35,391
1,811,814 1,407,348 1,703,234 1,308,940
NONCURRENT ASSETS
LONG-TERM RECEIVABLES
Credit with subsidiaries - - 94,852 96,973
Account receivable (note 9) - 22,591 - 292,691
Recoverable and deferred taxes (note 8) 296,011 232,866 191,177 205,373
Judicial deposits (note 10) 94,840 143749 91,890 140,239
Other noncurrent assets 25,432 37990 25,427 37669
346,283 437,196 403,346 502,745
PERMANENT ASSETS
Investments (note 11) 3,056 5,999 238,080 185,499
Property, Plant and Equipment (note 13) 2,314,960 2,357932 2,140,648 2,212,083
Intangible assets 39,955 42511 39,772 42,452
Deferred assets 16,043 9,843 - -
2,374,014 2,416,285 2,418,500 2,440,934
Total assets 4,532,111 4,260,829 4,525,080 4,952,619

See the notes to the financial statements.
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I Balancos patrimoniais
em 31 de dezembro

(Em milhares de reais)

"/ /passivo
Consolidado Controladora
CIRCULANTE
Financiamentos (nota 14) 198.088 379.086 197794 371.870
Fornecedores
No pais 316.438 131.230 312368 124.952
No exterior 132.897 241.675 132.365 241.472
Saldrios e encargos sociais 79.459 66.510 73.850 61.641
Impostos e contribuicdes (nota 15) 60.807 54.071 57397 52,529
Dividendos e juros sobre o capital 123.419 92.407 122.015 92.407
Obrigagdes com empresas controladas = = = 3.697
Provis@o para reestruturacdo (nota 16) 11.656 - 11.666 -
Outros passivos circulantes 47953 24,697 43517 16318
970.617 989.676 950.862 964.886
NAO CIRCULANTE
EXIGIVEL A LONGO PRAZO
Financiamentos (nota 14) 297105 434,051 205.766 433217
Impostos e contribuicdes (nota 15) 367.107 385.957 332.759 361.157
Imposto de renda e contribuicdes em juizo (nota 17) ~ 21.557 66.510 19.957 64.914
Obrigacdes com empresas controladas - - 4.257 4.660
Provis@o para contingéncias (nota 18) 120.961 68.346 117527 65.270
Provis@o para reestruturacdo (nota 16) 2712 - 2712 -
Outros exigiveis a longo prazo 20.178 48 54.572 32.421
829.620 954.912 827540 961.639
PATRIMONIO LIQUIDO (nota 19)
Capital social 1.251.921 901.921 1.251.921 901.921
Reservas de capital 3948 3948 3948 3948
Reservas de reavaliacao 707001 771942 707001 771942
Reservas de lucros 783.808 648.283 783.808 648.283
Prejuizos acumulados (14.804) (9.853) = =
2.731.874 2.316.241 2.746.678 2.326.094
Total do passivo mais patriménio liquido 4.532.111 4.260.829 4.525.080 4.252.619

As notas explicativas da administracdo sdo parte integrante das demonstragées contdbeis.




I Balance sheets as of

December 31

(In thousands of reais)

I D D LIABILITIES

Consolidated Parent Comiani

CURRENT LIABILITIES
Financing loans (note 14)
Trade payables
In Brazil
Overseas
Payroll and related charges
Taxes and contributions (note 15)
Dividends and interest on shareholders' equity
Payables to subsidiaries
Provision for restructuring (note 16)
Other current liabilities

NONCURRENT LIABILITIES
LONG-TERM LIABILITIES

Financing loans (note 14)
Taxes and contributions (note 15)
Taxes and contributions in litigation (note 17)
Payables to subsidiaries
Provision for contingencies (note 18)
Provision for restructuring (note 16)
Other noncurrent liabilities

SHAREHOLDERS' EQUITY (note 19)
Capital
Capital reserves
Revaluation reserves
Profit reserves
Accrued losses

Total liabilities plus shareholders' equity

See the notes to the financial statements.

Acesita. Present in the future.

198,088 379,086 197794 371,870
316,438 131,230 312,368 124,952
132,897 241,675 132,365 241,472
79,459 66,510 73,850 61,641
60,807 54,071 57,397 52,529
123,419 92,407 122,015 92,407

- - - 3,697

11,556 - 11,656 -
47953 24,697 43517 16,318
970,617 989,676 950,862 964,886
297,105 434,051 295,756 433217
367,107 385,957 332,759 361,157
21,657 66,610 19,957 64,914

- - 4,257 4,660

120,961 68,346 117527 65,270
2,712 - 2,712 -
20,178 48 54,672 32,421
829,620 954,912 827540 961,639
1,251,921 901,921 1,251,921 901,921
3,948 3948 3948 3,948
707001 771942 707,001 771942
783,808 648,283 783,808 648,283
(14,804) (9,853) - -
2,731,874 2,316,241 2746,678 2,326,094
4,632,111 4,260,829 4,625,080 4,252,619




Acesita. Presente no futuro.

Demonstragcdes do resultado

para os exercicios findos em
31 de dezembro

Consolidado Controladora
2006 2005 2006 2005
RECEITA DE PRODUTOS E SERVICOS
Mercado interno 3.281.661 2928723 3.144.693 2.765.162
Mercado externo 1.083.186 1.011.336 1.082.884 1.047.371
Impostos sobre vendas, dedugGes e abatimentos (817779) (745.438) (785.166) (703.407)
Receita operacional liquida 3.647068 3.194.621 3.442.411 3.109.126
CUSTOS DOS PRODUTOS VENDIDOS
E DOS SERVICOS PRESTADOS (2.344.043) (2.151.866) (2.340.538) (2.141.818)
Lucro bruto 1.203.025 1.042.755 1.101.873 967308
(DESPESAS) RECEITAS OPERACIONAIS
Com vendas (201.944) (185.559) (157.125) (152.599)
Gerais e administrativas, principalmente
saldrios, encargos sociais, depreciagdes
e amortizacoes (166.962) (162.5615) (141.349) (141.325)
Honorarios dos administradores (5.433) (5.273) (3.665) (4.044)
Outras despesas operacionais, liquidas (89.317) (9.926) (90.136) (9.217)
Lucro antes do resultado financeiro e das
participagdes em sociedades controladas 739.369 679.482 709.698 660.123
RESULTADO FINANCEIRO
Despesas financeiras (91.017) (131.649) (78.813) (112.248)
Receitas financeiras 56.538 b58.676 53917 56.502
Variagcdes monetarias e cambiais,
liquidas de efeitos de swap 48.369 97306 43.488 88.766
13.890 24.333 18.592 33.020
PARTICIPACOES EM OUTRAS SOCIEDADES
Equivaléncia patrimonial - - 19.715 (6.114)
Dividendos e juros sobre capital
préprio de outros investimentos 3.026 11.709 3.026 11.709
3.026 11.709 292.741 5.595
Lucro operacional 756.285 715624 751.031 698.738
RESULTADO NAO OPERACIONAL 2.376 4.077 1.638 18.576
Lucro antes do imposto de renda e
da contribuicdo social 758.661 719.601 752.669 717314
IMPOSTO DE RENDA E CONTRIBUICAO SOCIAL (131.373) (128.653) (120.585) (128.453)
Lucro liquido do exercicio 627288 590.948 632.084 588.861
Quantidade de agdes em circulacdo na data do balango - mil 74.294 74.294
Lucro Ifquido por agéo - R$ 8,51 793

As notas explicativas da administracéo sao parte integrante das demonstragdes contédbeis.
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Acesita. Present in the future.

I Statements of income

years ended december 31

(In thousands of reais, except for net income per share)

Consolidated Parent Comiani

REVENUE FROM GOODS AND SERVICES
Domestic market 3,281,661 2,928,723 3,144,693 2,765,162
International market 1,083,186 1,011,336 1,082,884 1,047,371
|Sales tax, deductions and rebates (817779) (745,438) (785,166) (703,407)
Net operating revenue 3,547,068 3,194,621 3,442,411 3,109,126
COST OF GOODS SOLD AND
SERVICES RENDERED (2,344,043) (2,151,866) (2,340,538) (2,141,818)
Gross profit 1,203,025 1,042,765 1,101,873 967,308
OPERATING INCOME (EXPENSES)
Sales (201,944) (185,559) (157,125) (152,5699)
General and administrative, mainly payroll
and related charges, depreciation
and amortizations (166,962) (162,515) (141,349) (141,325)
Managements' fees (5,433) (5,273) (3,565) (4,044)
Other net operating expenses (89,317) (9,926) (90,136) (9,217)
Net income before the financial income
and interests in subsidiaries 739,369 679,482 709,698 660,123
FINANCIAL INCOME
Financial expenses (91,017) (131,649) (78,813) (112,248)
Financial revenue 56,538 58,676 53,917 56,502
Monetary and exchange variance,
net of swap effects 48,369 97306 43,488 88,766
13,890 24,333 18,692 33,020
INTERESTS IN OTHER COMPANIES
Equity in net income of subsidiaries
and associated companies - - 19,715 (6,114)
Dividends and interest on shareholders' equity
on other investments 3,026 11,709 3,026 11,709
3,026 11,709 29741 5,595
Operating income 756,285 715,524 751,031 698,738
NON-OPERATING PROFIT 2,376 4,077 1,638 18,676
Profit before income and social
contribution taxes 758,661 719,601 752,669 717314
INCOME TAX AND SOCIAL CONTRIBUTIONS (131,373) (128,653) (120,585) (128,453)
Net income for the year 627,288 590,948 632,084 588,861
Number of shares in circulation at the reporting date - thousand 74,294 74,294
Net income per share - R$ 8.51 793

See the notes to the financial statements.




Acesita. Presente no futuro.

I Demonstragcdes das mutacdes
do patrim&bnio liquido

(Em milhares de reais)

SALDOS EM 31 DE DEZEMBRO DE 2004 901.921 3.948 411.047 (3.937) 19.984 189.845 - 1.522.808
Constituicéo de reserva de reavaliacao,

liquida dos efeitos fiscais - - 390.764 - - - - 390.764
Realizagdo de reserva de reavaliacéo,

liquida dos efeitos fiscais - - (29.869) - - - 29.869

Lucro liquido do exercicio - - - - - 588.861 588.861

Destinacdes do lucro liquido

« Constituicdo de reservas - - - - 30.936 411.455 | (442.391) -

« Juros sobre capital préprio propostos - - - - - - (109.651) | (109.551)

« Dividendos propostos - - - - - - (66.788) (66.788)
SALDOS EM 31 DE DEZEMBRO DE 2005 901.921 3.948 771942 (3.937) 50.920 601.300 - 2.326.094
Ajuste de exercicios anteriores - - - - - (12.847) - (12.847)
Aumento de capital social com reservas 350.000 - - - - (350.000) - -
Realizacdo de reserva de reavaliacéo,

liquida dos efeitos fiscais - - (64.941) - - - 64.941

Lucro liquido do exercicio - - - - - 632.084 632.084

Destinacdes do lucro liquido

« Constituicdo de reservas - - - - 34.851 463521 | (498.372) -

« Juros sobre capital préprio propostos - - - - - - (124.900) | (124.900)

« Dividendos propostos - - - - - - (73.753) (73.753)
Saldo em 31 de dezembro de 2006 1.251.921 3.948 707.001 (3.937) 85.771 701.974 - 2.746.678

As notas explicativas da administragdo sdo parte integrante das demonstragdes contdbeis.
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Acesita. Present in the future.

Statements of changes
in shareholders' equity

(In thousands of reais)

BALANCES AT DECEMBER 31, 2004 901,921 3,948 411,047 (3937) 19,984 189,845 - 1,622,808
Constitution of revaluation reserve,

net of tax effects - - 390,764 - - - - 390,764
Realization of revaluation

reserve, net of tax effects - - (29,869) - - - 29,869 -
Net income for the year - - - - - - 588,861 588,861
Appropriation of net income

« Constitution of reserves - - - - 30,936 411,455 | (442,391) -

« Interest on shareholders' equity proposed - - - - - - (109,551) | (109,5651)

* Proposed dividends - - - - - - (66,788) (66,788)
BALANCES AT DECEMBER 31, 2005 901,921 3,948 771,942 (3937) 50,920 601,300 - 2,326,094
Prior year adjustments - - - - - (12,847) - (12,847)
Capital increase using reserves 350,000 - - - - (350,000) - -
Realization of revaluation

reserve, net of tax effects - - (64,941) - - - 64,941 -
Net income for the year - - - - - - 632,084 632.084
Appropriation of net income

« Constitution of reserves - - - - 34,851 463,621 | (498,372) -

« Interest on shareholders' equity proposed - - - - - - (124,900) | (124,900)

« Proposed dividends - - - - - - (73,753) (73,753)
BALANCES AT DECEMBER 31, 2006 1,251,921 3,948 707001 (3,937) 85,771 701,974 - 2,746,678

See the notes to the financial statements.



Acesita. Presente no futuro.

Demonstragcdes das origens
e aplicacdes de recursos

Exercicios findos em 31 de dezembro

(Em milhares de reais)

Consolidado Controladora

ORIGENS DOS RECURSOS:
Das operagdes
Lucro liquido do exercicio 627.288 590.948 632.084 588.861
Despesas (receitas) que ndo
afetam o capital circulante liquido:

Depreciacdes, amortizacdes e exaustao 185.481 146.899 164.857 129.836
Resultado na venda/baixa
de ativos permanentes 2.109 15.821 2.807 9.184
Equivaléncia patrimonial = = (19.715) 6.114
Constituicdes (reversdes) de provisdes
de longo prazo e permanente 55938 (68.957) 55.852 (61.548)
Financeiras liquidas, incluindo variagdes
monetdrias, cambiais e juros de longo prazo (30.296) (94.135) (28.526) (87.740)
840.520 590.676 807.359 584.707
De terceiros
Financiamentos a longo prazo obtidos:
Moeda estrangeira = 5.164 = 5.164
Moeda nacional 114.607 39.426 113171 38.836
Recebimentos por vendas de ativos
permanentes e bens destinados a venda 10.209 2.165 9.142 2.165
Transferéncia de titulos a receber
para o ativo circulante 28.178 31.330 28.140 31.330
Reducéo de impostos e contribuicdes
a recuperar (liquido) 8471 11.200 15.811 11.200
Créditos com empresas controladas,
transferéncias de outros ativos
realizéveis a longo prazo e permanente
para ativo circulante e outros 25.301 (1.286) 22.102 25.395
Total das origens 1.027.286 678.575 995.725 698.797

As notas explicativas da administracéo sao parte integrante das demonstragdes contébeis.




Statements of changes in
shareholders' equity

Years ended December 31

(In thousands of reais)

Consolidated Parent Comiani

SOURCES OF FUNDS:
Operations
Net income for the year
Items not affecting working capital:
Depreciation, amortization and depletion
Receipts on the sale/derecognition
of permanent assets
Equity in net income of subsidiaries
and associated companies
Making (reversal) of long-term and
permanent provisions
Financial expenses (income), net, including monetary
and exchange variations and long-term interest

From third parties-
Long-term financing loans obtained:
Foreign currency
Local currency
Receipts from sale of permanent assets
and assets put up for sale
Transfer of receivables to the current assets
Reduction of recoverable taxes and contributions (net)
Credits with subsidiaries, transfer of other
noncurrent assets and permanent assets
to current assets and others

Total sources

See the notes to the financial statements.

Acesita. Present in the future.

627,288 590,948 632,084 588,861
185,481 146,899 164,857 129,836
2,109 15,821 2,807 9,184
- - (19,715) 6,114
55,938 (68,957) 55,852 (61,548)
(30,296) (94,135) (28,526) (87740)
840,520 590,576 807,359 584,707
- 5,164 - 5,164
114,607 39,406 113,171 38,836
10,209 2,165 9,142 2,165
28,178 31,330 28,140 31,330
8,471 11,200 15,811 11,200
25,301 (1,286) 292,102 25,395
1,027286 678,575 995725 698,797




Demonstragcdes das origens
e aplicacdes de recursos

Exercicios findos em 31 de dezembro

(Em milhares de reais)

Consolidado Controladora

APLICAGOES DOS RECURSOS:
No permanente
Investimentos = = 31.810 16.937
Imobilizado 1568.683 131.266 112.038 88.474
Diferido 12.323 41 = =
Para outros fins
Transferéncia de financiamentos de longo prazo para o circulante:
Moeda estrangeira 194.365 352.288 194.365 351629
Moeda nacional 16.204 50.5692 16.118 50.362
Liquidagéo de financiamentos de longo prazo 156.428 = 14.583 =
Juros sobre capital préprio propostos 124.900 109.5651 124.900 109.551
Dividendos propostos 73.753 66.788 73.753 66.788
Demais transferéncias para o circulante e outros 8.105 10.286 19.840 10.286
Total das aplicagdes 603.761 720.801 587407 693.927
Aumento (Redug2o) no capital circulante liquido 423525 (42.226) 408318 4.870
Ativo circulante
No fim do exercicio 1.811.814 1.407.348 1.703.234 1.308.940
No inicio do exercicio 1.407.348 1.668.104 1.308.940 1.403.040
404.466 (160.766) 394.294 (94.100)
Passivo circulante
No fim do exercicio 970.617 989.676 950.862 064.886
No inicio do exercicio 989.676 1.098.206 964.886 1.063.856
(19.059) (108.530) (14.024) (98.970)
Aumento (Redugao) no capital circulante liquido 423525 (42.226) 408318 4.870

As notas explicativas da administrag@o sdo parte integrante das demonstragées contdbeis.




Statements of changes
in shareholders' equity

Years ended December 31

(In thousands of reais)

Consolidated Parent Comiani

APPLICATION OF FUNDS:
In permanent assets

Acesita. Present in the future.

Investments - - 31,810 16,937
Property, plant and equipment 158,683 131,265 112,038 88,474
Deferred assets 12,323 41 - -
For other purposes
Transfer of long-term financing loans to current liabilities:
Foreign currency 194,365 352,288 194.365 351,629
Local currency 16,204 50,592 16,118 50,362
Settlement of long-term financing loans 15,428 - 14,583 -
Interest on shareholders' equity proposed 124,900 109,661 124,900 109,651
Proposed dividends 73753 66,788 73,753 66,788
Other transfers to current liabilities and others 8,105 10,286 19,840 10,286
Total applications 603,761 720,801 587,407 693,927
Increase (decrease) in current capital 423525 (42,226) 408,318 4,870
Current assets
At end of year 1,811,814 1,407,348 1,703,234 1,308,940
At beginning of year 1,407,348 1,658,104 1,308,940 1,403,040
404,466 (150,756) 394,294 (94,100)
Current liabilities
At end of year 970,617 989,676 950,862 964,886
At beginning of year 989,676 1,098,206 964,886 1,063,856
(19,059) (108,5630) (14,024) (98,970)
Increase (decrease) in current capital 423525 (42,226) 408,318 4,870

See the notes to the financial statements.




Acesita. Presente no futuro.

Demonstracdes dos fluxos de caixa

Consolidado Controladora
2006 2005 2006 2005
FLUXO DE CAIXA DAS ATIVIDADES OPERACIONAIS:
Resultado do exercicio 627288 590.948 632.084 588.861
Ajustes para conciliar o resultado as disponibilidades
geradas pelas atividades operacionais:
Depreciagbes, amortizagdes e exaustdo 185.481 146.899 164.857 129.836
Resultado na venda/baixa de ativos permanentes 2.109 15.821 2.807 9.184
Equivaléncia patrimonial - - (19.716) 6.114
Constituicdes (reversdes) de provisdes 77872 (44.090) 77637 (56.330)
Financeiras liquidas, incluindo variacbes
monetdrias, cambiais e juros 19.204 (55.886) 20.947 (49.487)
911.954 653.693 878.617 628.178
(Aumento) Redugéo dos ativos
Contas a receber (146.540) 125.930 (143.836) 150.374
Estoques (68.192) 14.509 (36.886) 4.159
Créditos com controladas - - () 26.665
Impostos e contribuicdes (Curto e longo prazo) (45.371) (11.749) (45.732) 5.436
Titulos a receber 23.229 12.041 23.190 13211
Outros 16.044 (13.338) 14.432 (13.700)
(210.830) 127.393 (188.837) 186.145
Aumento (Redug&o) dos passivos
Fornecedores 73.855 126.175 75.733 132.334
Salérios e encargos sociais 8.831 9.798 8.091 9.341
Impostos e contribuicdes (1.027) (24.100) (6.877) (21.107)
QOutros 30.766 (26.319) 20.964 (21.198)
112,425 8b5.554 106.211 99.370
Fluxo liquido gerado pelas atividades operacionais 813.549 866.640 795.991 913.693
FLUXO DE CAIXA DAS ATIVIDADES
DE INVESTIMENTOS:
Compras de imobilizado/Gastos com ativo diferido ~ (171.006) (131.265) (112.038) (88.474)
Adiantamento para futuro aumento
de capital em investidas - - (31.810) (16.937)
Recebimentos por vendas de ativos
permanentes e bens destinados a venda 10.209 1.098 9.142 1.098
Fluxo liquido aplicado nas
atividades de investimentos (160.797) (130.157) (134.706) (104.313)
FLUXO DE CAIXA DAS ATIVIDADES
DE FINANCIAMENTOQS:
Empréstimos e financiamentos -
Moeda estrangeira -
Captagdes 13.302 24.414 13.302 24414
Amortizacoes (367.342) (486.806) (367.190) (486.047)
Empréstimos e financiamentos -
Moeda nacional -
Captagdes 120.830 46.232 118.267 40.681
Amortizacdes (79.064) (154.707) (70.056) (154.304)
Pagamento de Juros sobre Capital Préprio
e dividendos (166.675) (259.398) (166.675) (259.398)
Fluxo liquido aplicado nas atividades
de financiamentos (478.949) (830.265) (472.352) (834.754)
FLUXO DE CAIXA GERADO (APLICADOQ)
NO EXERCICIO 173.803 (93.782) 188.933 (25.374)
Aumento (Redugao) nas disponibilidades
No inicio do exercicio 384.065 477847 309.189 334.563
No final do exercicio 557.868 384.065 498.122 309.189
Variagéo no saldo de disponibilidades 173.803 (93.782) 188.933 (25.374)

128



Acesita. Present in the future.

I Statements of cash flow financial
Years ended 2006 and 2005

(In thousands of reais, except for net income per share)

Consolidated Parent Comiani

CASH FLOWS FROM OPERATING ACTIVITIES:

Income for the year 627288 590,948 632,084 588,861

Adjustments to reconcile net income to cash
generated by operating activities:

Depreciation, amortization and depletion 185,481 146,899 164,857 129,836
Receipts on the sale/derecognition of permanent assets 2,109 15,821 2,807 9,184
Equity in net income of subsidiaries and associated companies - - (19,715) 6,114
Provisions recorded 77872 (44,090) 77637 (56,330)
Financial expenses (income), net, including
monetary and exchange variations and interest 19,204 (55,885) 20,947 (49,487)
911,954 653,693 878,617 628,178
(Increase) Decrease in assets
Accounts receivable (146,540) 125,930 (143,836) 150,374
Inventories 58,192) 14,509 (36,386) 4,159
Credit with subsidiaries - - ®) 26,665
Taxes and contributions (current and long-term) (45,371) (11,749) (45,732) 5,436
Notes receivable 23,229 12,041 23,190 13,211
Other 16,044 (13,338) 14,432 (13,700)
(210,830) 127393 (188,837) 186,145
Increase (Decrease) in liabilities
Trade payables 73,855 126,175 75,733 132,334
Payroll and related charges 8,831 9,798 8,091 9,341
Taxes and contributions (1,027) (24,100) (6,877) (21,107)
Other 30,766 (26,319) 29,264 (21,198)
112,425 85,654 106211 99,370
Net cash provided by operating activities 813,649 866,640 795,991 913,693
CASH FLOWS FROM INVESTMENT
ACTIVITIES:
Purchase of PPE/Expenses on deferred assets (171,006) (131,255) (112,038) (88,474)
Advance for future capital
increase in subsidiaries - - (31,810) (16,937)
Receipts from sale of permanent
assets and assets put up for sale 10,209 1,098 9,142 1,098

Net cash used in
investment activities (160,797) (130,157) (134,706) (104,313)

CASH FLOWS FROM

FINANCING ACTIVITIES:
Loans and financings -
foreign currency

Receipts 13,302 24,414 13,302 24,414
Payments (367,342) (486,806) (367,190) (486,047)
Loans and financings -
Local currency
Receipts 120,830 46,232 118267 40,581
Payments (79,064) (164,707) (70,056) (154,304)
Payment of interest in shareholders' equity
and dividends (166,675) (269,398) (166,675) (269,398)

Net cash used in
financing activities (478,949) (830,265) (472,352) (834,754)

CASH FLOW GENERATED
(USED) IN THE YEAR 173,803 (93782) 188,933 (25,374)

Increase (decrease) in cash and cash equivalents

At beginning of year 384,065 A77847 309,189 334,663
At the end of the period 557,868 384,065 498,122 309,189

Change in cash and cash equivalents 173,803 (93,782) 188,933 (25,374)




Acesita. Presente no futuro.

Demonstragdes do valor adicionado
em 31 de dezembro de 2006 e 2005

Consolidado Controladora
2006 2005 2006 2005
Receitas 4.329.668 3.906.141 4.199.427 3.799.703
Vendas de produtos e servicos (liquida de
devolucdes e abatimentos) 4332114 3.901.779 4.202.311 3.780.602
Revers&o (Constituicio) de provisdo para
créditos de dificil recebimento (4.8292) 285 (4.5629) 525
Nao operacionais 2.376 4.077 1.638 18.5676
Insumos adquiridos (2.866.693) (2577096) | (2.835.269) (2.547.180)
Matérias-primas consumidas (1.902.367) (1.756.342) | (1.901.923) (1.752.186)
Materiais, energia, servicos de terceiros e outros (964.326) (820.754) (933.346) (794.994)
Valor adicionado bruto 1.462.975 1.329.045 1.364.158 1.252.523
Retengoes
Depreciacéo, amortizacéo e exaustdo (186.481) (146.899) (164.854) (129.836)
Valor adicionado liquido produzido pela companhia 1.277494 1.182.146 1.199.304 1.122.687
Valor adicionado recebido em transferéncia 103.310 149.443 119.798 134.437
Equivaléncia patrimonial - - 19.715 (6.114)
Dividendos e juros sobre capital préprio de
outros investimentos 3.026 11.709 3.026 11.709
Receitas financeiras, variacdes monetérias e
cambiais ativas liquidas 100.284 137734 97.057 128.842
VALOR ADICIONADO TOTAL A DISTRIBUIR 1.380.804 1.331.589 1.319.102 1.257.124
Consolidado Controladora
2006 2005 2006 2005
_ % % % %
DISTRIBUICAO DO VALOR ADICIONADO: — — — —
EMPREGADOS
Saldrios e encargos 228.870 16,58% 219.708 16,50% 214.343 16,25% 207281 16,49%
Honorérios da diretoria 6.085 0,44% 5273 0,40% 3.5665 0,27% 4044 0,32%
Participagdo dos empregados nos lucros 18.226 1,32% 11.483 0,86% 15.075 1,14% 10.543 0,84%
953.181 18,34% 936.464 17,76% 232,983 17,66% 9291.868 17,65%
TRIBUTOS
Federais 367521 26,62% 356.131 26,74% 331.574 25,14% 326.036 25,94%
Estaduais 50.287 3,64% 41.823 3,14% 44.658 3,39% 28.639 2,28%
Municipais 11.448 0,83% 9.982 0,75% 11.331 0,86% 9.886 0,79%
Menos: incentivos fiscais (4.13b) (0,30%) (4.019) (0,30%) (4.040) (0,31%) (4.019) (0,32%)
495,121 30,79% 403924 30,33% 383523 29,07% 360649 28,68%
JUROS 68.035 493% 94.782 7,12% 63518 4,82% 80.428 6,40%
ALUGUEIS 7.183 0,52% 5471 0,41% 6.994 0,53% 5418 0,43%
DESTINAGAO DO LUCRO
Juros sobre capital préprio propostos 124.900 9,05% 109.551 8,23% 124.900 9,47% 109.551 8,71%
Dividendos propostos 73.753 5,34% 66.788 5,02% 73.753 5,59% 66.788 5,31%
Lucros retidos 428.631 31,04% 414.609 31,14% 433.431 32,86% 412622 32,82%
627.284 45,43% 590948 44,38% 632,084 47,92% 588.861 46,84%
1.380.804 100% | 1.331.689 100% | 1.319.102 100% |1.257.124 100%
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Statements of added value as of
December 31, 2006 and 2005

(In thousands of reais, unless specified otherwise)

Consolidated Parent Company
2006 2005 2006 2005
Revenues 4,329,668 3,906,141 4,199,497 3,799,703
Sales of products and services
(before returns and rebates) 4,332,114 3,901,779 4,202,311 3,780,602
Reversal of (addition to) allowance
for doubtful accounts (4,829) 285 (4,522) 525
Nonoperating 2376 4,077 1,638 18,576
Consumables acquired (2,866,693) (2,577,096) (2,835,269) (2,647,180)
Raw materials consumed (1,902,367) (1,756,3492) (1,901,923) (1,752,186)
Material, power, outsourced services and others (964,326) (820,754) (933,346) (794,994)
Gross added value 1,462,975 1,329,045 1,364,158 1,252,623
Retentions
Depreciation, amortization and depletion (185,481) (146,899) (164,854) (129,836)
Net added value produced by the Company 1,277,494 1,182,146 1,199,304 1,122,687
Transferred added value 103,310 149,443 119,798 134,437
Equity in net income of subsidiaries and
associated companies - - 19,715 (6,114)
Dividends and interest on shareholders'
equity on other investments 3,026 11,709 3,026 11,709
Net financial income, monetary variance
and exchange gains 100,284 137734 97,057 128,842
TOTAL ADDED VALUE TO BE DISTRIBUTED 1,380,804 1,331,589 1,319,102 1,257,124
Consolidated Parent Company
2006 2005 2006 2005
% % % %
ADDED VALUE DISTRIBUTED: - - -
EMPLOYEES
Salaries, charges 228,870 16.58% 219,708 16.50% 214,343 16.25% 207,281 16.49%
Directors' fees 6,085 0.44% 5,273 0.40% 3,665 0.27% 4,044 0.32%
Employee profit shares 18,226 1.32% 11,483 0.86% 15,075 1.14% 10,643 0.84%
253,181 18.34% 236,464 17.76% 232,983 17.66% 291,868 17.65%
TAXES
Federal 367521 26.62% 356,131 26.74% 331,674 25.14% 326,036 25.94%
State 50,287 3.64% 41,823 3.14% 44,658 3.39% 28,639 2.28%
Municipal 11,448 0.83% 9,982 0.75% 11,331 0.86% 9,886 0.79%
Less: tax incentives (4,13b) (0.30%) (4,012) (0.30%) (4,040) (0.31%) (4,019) (0.32%)
495,121 30.79% 403,924 30.33% 383,623 29.07% 360,649 28.68%
INTEREST 68,035 4.93% 94,782 7.12% 63518 4.82% 80,428 6.40%
RENT 7,183 0.52% 5,471 0.41% 6,994 0.53% 5418 0.43%
APPROPRIATION OF NET INCOME
Interest on shareholders' equity proposed 124,900 9.05% 109,561 8.23% 124,900 9.47% 109,561 8.71%
Proposed dividends 73,753 5.34% 66,788 5.02% 73,753 5.59% 66,788 5.31%
Retained earnings 428,631 31.04% 414,609 31.14% 433,431 32.86% 412522 32.82%
627,284 45.43% 590,948 44.38% 632,084 47.92% 588,861 46.84%
1,380.804 100% | 1,331,689 100% | 1,319,102 100% | 1,257,124 100%
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DD 1 - Contexto operacional

A Acesita SA. ("A Companhia") € uma sociedade andnima de capital aberto, que tem como
objeto social a transformagdo e comercializacdo de produtos metallrgicos especiais, a
exploracdo agro-industrial e a prestagéo de servigos técnicos ligados ao seu campo de
atividades.

A Companhia exerce suas principais atividades através da usina localizada em Timéteo -
MG e de participacdes em outras empresas que possuem atividades relacionadas com seu
objetivo social.

Em 31 de dezembro de 2006, as principais participacdes societérias e suas respectivas
areas de atuacao, séo:

* Acesita Servicos, Comércio, Industria e Participagdes Ltda. - (participacéo direta de 100%)
- distribuicdo e beneficiamento de aco para terceiros e posterior venda aos consumidores
finais, principalmente sob a denominacdo "Amorim Comercial" e "Acesita Servigos
Campinas", bem como a participago no capital de outras empresas, como segue:

Acesita Energética Ltda. - (participacédo de 100%) - reflorestamento e producéo de
carvao vegetal;

Inox Tubos S.A. - (participag&o total de 43,85% - 50,0% do capital votante) - producéo
e comercializagdo de tubos de aco com costura e ligas especiais;

Acesita Argentina SA. - (participacdo de 100%) - representacdo comercial na
Argenting;

Preservar Madeira Reflorestada Ltda. - (participacéo indireta de 50%) - fabricacéo de
artefatos de madeira.

* Acesita International Ltd. - (participacéo direta de 100%) - representagéo comercial no
exterior.

* Acesita Export and Trade - (participacéo direta de 100%) - representacéo comercial no
exterior.

* Acesita Centros de Servigos Ltda. - (participagéo direta de 100%) - prestacéo de servicos
de corte e acabamento de produtos metaldrgicos em geral.

Em 10 de novembro de 2005, o Grupo Arcelor, através da Arcelor Spain Holding S.L.,
adquiriu as acdes ordindrias da Companhia em poder da Caixa de Previdéncia dos
Funcionarios do Banco do Brasil - "Previ" e da Fundagédo Petrobras de Seguridade Social
- "Petros" aumentando sua participagéo no capital votante para 63,6% das agdes ordinérias
e 35,9% do capital total.
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IDD 1 - Operations

Acesita SA. (the "Company") is a Brazilian publicly-traded company whose core activities
are the production and sale of special steel products, agribusiness and providing technical
services related to these activities.

The Company carries out its core activities at its plant located in Timéteo, Minas Gerais
state, Brazil and also has investments in other companies with businesses related to its own
activities.

At December 31, 2006, the principal investments in subsidiary and associated companies,
and their respective activities, were:

* Acesita Servicos, Comércio, Industria e Participaces Ltda. - (100% direct holding) - steel
distribution and processing for third parties and subsequent sale to final consumers, under
the name "Amorim Comercial" and "Acesita Servicos Campinas", as well as investments
in other companies, as follows:

+ Acesita Energética Ltda. - (100% interest) - reforestation and production of charcoal;

+ Inox Tubos S.A. - (43.85% interest - 50.0% of the voting capital) - production and sale
of steel tubes with stitching and special alloys;

+ Acesita Argentina SA. - (100% interest) - commercial representation in Argentina;

+ Preservar Madeira Reflorestada Ltda. - (indirect interest of 50%) - manufacturing of
wooden artifacts.

* Acesita International Ltd. - (100% direct interest) - overseas commercial representation.
* Acesita Export and Trade - (100% direct interest) - overseas commercial representation.

» Acesita Centros de Servicos Ltda. - (100% direct interest) - services of cutting and finishing
steel products in general.

On November 10, 2005, through Arcelor Spain Holding S.L., the Arcelor Group acquired the
common shares in the Company held by the pension funds Caixa de Previdéncia dos
Funcionérios do Banco do Brasil - "Previ" and Fundag&o Petrobras de Seguridade Social -
"Petros" thereby raising its interest in the voting capital to 63.6% of the common shares
and 35.9% of the total capital.
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Em 05 de janeiro de 2006, o Grupo Arcelor, através de sua subsididria Arcelor Spain
Holding S.L, adquiriu as agdes ordinérias da Companhia de propriedade da Fundagao Sistel
de Seguridade Social.

O Grupo Arcelor passou entdo a ter 75,75% das acdes ordinérias da Companhia (39,98%
do capital total) tornando-se sua controladora.

Conforme autorizado pela CVM e divulgado por meio de Edital em 28 de marco de 2006,
o Grupo Arcelor, por meio de sua subsididria Arcelor Spain Holding S.L, realizou Oferta
Publica de Aquisicdo de Acdes Ordindrias e de Agdes Preferenciais de Emissdo da Acesita
SA. A liquidagéo financeira da operacdo se deu em 03 de maio de 2006, resultando na
aquisicdo de 3.712.3b54 acdes ordindrias e 7.984.457 agoes preferenciais pelo valor de
R$138,2 milhdes e R$290,2 milhdes, respectivamente.

Com a conclusdo da operagdo, o Grupo Arcelor passou a deter 90,65% das agdes
ordindrias e 38,12% das acdes preferenciais da Acesita, o que representa 55,67% do ca-
pital total da Companhia, considerando as participagdes acionarias da Arcelor Agos
Especiais do Brasil Ltda. e Arcelor Spain Holding S.L. em conjunto.

Em 25 de junho de 2006, a Administragdo da Arcelor (Luxemburgo), controladora da
Acesita S.A, recomendou a aceitagdo da proposta revisada da Mittal Steel Company N.V
("Mittal") para aquisicdo das acbes de sua emissao.

Em 26 de julho de 2006, a Mittal anunciou os resultados finais de sua oferta de aquisicao das
referidas agdes, que expirou em 13 de julho de 2006, tendo adquirido 91,88% e 91,97% do
capital social e do capital votante da Arcelor, respectivamente. Baseado em tais resultados, e
conforme anunciado pela Mittal em 18 de julho, as condicdes minimas de negociagéo foram
cumpridas e a oferta da Mittal foi bem sucedida.

No segundo trimestre de 2006, a subsidiaria AP Produtos Metalurgicos S.A. adquiriu ativos
da empresa Cosinox - Centro de Servicos de Agos Ltda, os quais foram utilizados para a
constituicdo do Centro de Servicos em Campinas - SP. Em 09 de junho de 2006, a Acesita
Servicos, Comércio, Industria e Participagdes Ltda. incorporou a AP Produtos Metaldrgicos
SA. com intuito de unificar atividades que possuem um mesmo objeto social, sendo o
Centro de Servicos em Campinas - SP uma filial da Acesita Servicos, Comércio, Industria e
Participacdes Ltda. desde entao.
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By way of its subsidiary Arcelor Spain Holding S.L.,, on January 05, 2006, the Arcelor Group
acquired the common shares in the Company held by the pension fund Fundagéo Sistel de
Seguridade Sociall.

The Arcelor Group then held 75.756% of the common shares in the Company (39.98% of
the total capital), becoming its parent company.

As authorized by the CVM and disclosed through the Notice on March 28, 2006, by way of
its subsidiary Arcelor Spain Holding S.L. the Arcelor Group made a Public Acquisition
Offering for Acesita SA Common and Preferred Shares. The acquisition was financially settled
on May 03, 2006, resulting in the acquisition of 3,712,354 common shares and 7,984,457
preferred shares for the amount of R$138.2 million and R$290.2 million respectively.

Following the acquisition, the Arcelor Group held 90.65% of the common shares and
38.12% of the preferred shares in Acesita, accounting for 55.67% of the Company's total
capital, jointly considering the equity interests held by Arcelor Acos Especiais do Brasil Ltda.
and Arcelor Spain Holding S.L.

On June 25, 2006, the Management of Arcelor (Luxemburg), the parent company of
Acesita SA, recommended acceptance of the revised proposal tender by Mittal Steel
Company N.V ("Mittal") to acquire the shares of its issue.

On July 26, 2006, Mittal announced the final results of its share acquisition offering, which
expired on July 13, 2006, having acquired 91.88% and 91.97% of the total and voting capi-
tal of Arcelor respectively. Based on these results and as announced by Mittal on July 18,
the minimum transaction conditions had been met and Mittal's offering was a success.

In the second quarter of 2006, the subsidiary AP Produtos Metalirgicos S.A. acquired
assets owned by the company Cosinox - Centro de Servicos de Acos Ltda, which were used
to incorporate the Service Center in Campinas, Sao Paulo state. On June 09, 2006, Acesita
Servigos, Comércio, Industria e Participagdes Ltda. merged with AP Produtos Metaldrgicos
S.A. in order to bring under one roof the corporate activities that both companies carry out.
The Service Center in Campinas, Séo Paulo state has been a branch of Acesita Servicos,
Comércio, Industria e Participagdes Ltda. ever since.
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DD 2 - Apresentacdo das demonstracoées contabeis

As demonstragdes contédbeis da Companhia e consolidadas de 31 de dezembro de
2006 e de 2005 foram preparadas com base nas préaticas contédbeis emanadas da le-
gislacéo societaria brasileira e normas da Comisséo de Valores Mobilidrios - CVM. A
apresentacéo dessas demonstracoes foi ajustada para atendimento a deliberacéo
CVM 488 de 03 de outubro de 2005, inclusive os dados comparativos de 2005.

Com o objetivo de aprimoramento das informagdes prestadas ao mercado, a Compa-
nhia esta apresentando as seguintes informacdes complementares abrangendo a con-
troladora e o consolidado:

(a) Demonstracdes dos fluxos de caixa

A Companhia esta apresentando como informacdes suplementares, a demonstragédo
dos fluxos de caixa preparados de acordo com a NPC 20 - Demonstragédo dos fluxos
de caixa, emitida pelo IBRACON - Instituto de Auditores Independentes do Brasil.

(b) Demonstracées do valor adicionado

A Administragdo esta divulgando, nos moldes do Oficio-Circular/CVM/SNC/SEP n°
01/06, a demonstragéo do valor adicionado que tem por objetivo demonstrar o valor
da riqueza gerada pela Companhia e a distribuigdo para os elementos que contribuiram
para sua geragao.

Todas as informacdes apresentadas foram obtidas nos registros contdbeis da
Companhia e suas controladas. Foram efetuadas reclassificacbes de determinadas
informacdes contidas na demonstracéo do resultado tradicional, tendo em vista serem
consideradas da demonstracdo do valor adicionado como distribuicdo do valor adi-
cionado gerado.

DD 3 - Resumo das principais praticas contabeis

(a)_Ativos e passivos expressos em moeda estrangeira ou sujeitos a indexacéo - os
ativos e passivos expressos em moeda estrangeira sao convertidos em reais a taxa
cambial divulgada pelo Banco Central do Brasil na data do balanco. Ativos e passivos
expressos em reais, sujeitos a indexagdo contratual ou legal, séo corrigidos até a data
do balanco, aplicando-se o indice correspondente. As variagbes monetarias e cambiais
sao reconhecidas diretamente no resultado do exercicio. Os derivativos representados
por "swaps" de variagdo cambial mais juros trocados pela variagdo das taxas do CDI,
estdo refletidos nestas demonstracdes contébeis pelo valor de obrigagdo/direito na
data do balango, observando-se o regime da competéncia.
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DD 2 - Presentation of the financial statements

The Company's financial statements and the consolidated statements as of De-
cember 31, 2006 and 2005 have been prepared in accordance with accounting
practices derived from Brazilian Corporation Law and regulations of the Brazilian
Securities Commission - CVM. Presentation of the statements has been adjusted
to comply with CVM Resolution 488 of October 03, 2005, including comparative
data from 2005.

In order to enhance the information provided to the market, the Company is presenting
the following supplementary information embracing the parent company and the con-
solidated statement.

(a) Statements of cash flows

The Company is presenting as supplementary information the statements of cash flows
prepared in accordance with NPC 20 - Statement of Cash Flows, issued by IBRACON
Brazilian Institute of Independent Auditors.

(b) Statements of added value

The Company is presenting the statements of added value, prepared in accordance
with Official Circular /CVYM/SNC/SEP 01/06, the aim of which is to show the value
of the wealth generated by the Company and its distribution among the elements that
contributed to its generation.

All the information presented has been obtained from the accounting records of the
Company and its subsidiaries. Specific information contained in the traditional state-
ment of income has been reclassified, due to the fact that, in the statement of added
value, it was considered as distribution of the added value generated.

DD 3 - Summary of the principal accounting practices

(a) Assets and liabilities stated in foreign currency or indexed - the assets and liabili-
ties stated in foreign currency are translated into reais at the exchange rate disclosed
by the Brazilian Central Bank at the reporting date. Assets and liabilities stated in reais,
subject to contractual or legal indexation, are restated up to the reporting date accor-
ding to the corresponding index. Monetary and exchange variance are recognized di-
rectly in the statement of income for the year. The derivatives represented by exchange
variance swaps plus interest swapped for the variation of the CDI rates, are presented
in these financial statements at the obligation/right value at the reporting date, according
to the accrual basis of accounting.
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(b) Ativos circulante e ndo circulante

* Aplicagdes financeiras - s&o registradas ao custo acrescido dos rendimentos auferidos
até a data do balanco, de acordo com as taxas pactuadas com as institui¢oes finan-
ceiras.

* Proviséo para riscos de créditos - constituida em montante considerado suficiente para
cobrir eventuais perdas com valores a receber, com base na avalia¢do individual dos
créditos, situacio financeira de cada cliente, inclusive seu histérico de relacionamento
com a Companhia.

* Estoques - s@o demonstrados pelo menor valor entre o custo médio das compras ou
producao e o valor de mercado. As importacées em andamento sdo demonstradas ao
custo acumulado de cada importag&o.

* Demais ativos - sdo apresentados pelo menor valor entre o valor de custo, incluindo, con-
forme aplicavel, os rendimentos e as variagdes monetérias auferidos, e o de realizagao.

(c) Investimentos - os investimentos em empresas controladas estéo avaliados pelo método
da equivaléncia patrimonial com base nas demonstracdes contébeis das empresas investi-
das. As demonstracdes contébeis de investimentos sediados no exterior foram elaboradas
adotando-se as praticas contabeis compativeis com as observadas pela Companhia, sendo
a conversao para reais feita com base na taxa de cambio em vigor na data do balango. Os
ganhos ou perdas decorrentes dessa converséo, refletidos nas demonstracdes da contro-
ladora, sdo registrados no resultado do exercicio.

Os demais investimentos permanentes séo avaliados ao custo de aquisi¢do deduzido de
provisdo para desvalorizacao, quando aplicavel.

(d)_Imobilizado - estd demonstrado ao valor reavaliado, combinado com os seguintes aspectos:

* Adigdes - inclui o custo de aquisi¢ao, formagao ou construgéo.

* Depreciagdes do imobilizado - sao calculadas segundo a expectativa de vida dtil dos
bens, com base no método de depreciacdo linear para todos os bens. Até 31 de
dezembro de 2005 utilizava o método das unidades produzidas para os itens relaciona-
dos as 4reas produtivas e método linear para os restantes (ver nota explicativa 13).

* Exaustao das reservas florestais - é calculada tomando se por base o volume de
arvores cortadas no exercicio em relacao ao volume potencial existente e os custos de
manutencéo acumulados.

(e) Intangivel - registrado ao custo de aquisicio. Refere-se basicamente ao custo de
aquisicdo de licengas de uso de softwares amortizados no periodo de 5 anos.
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(b) Current and noncurrent assets

* Interest earning bank deposits - recorded at the acquisition cost plus the return
obtained up to the reporting date, in accordance with the rates agreed with the
financial institutions.

* Allowance for possible loan losses - calculated at an amount considered adequate
to cover any losses on receivables based on the individual evaluation of the credits
and each customer's financial situation, including their past relationship with the
Company.

* Inventories - stated at the lower of the average acquisition cost of the purchases
or production and the market value. Imports in progress are stated at the accrued
cost of each import operation.

* Other assets - are stated at the lower of the cost amount, including when applica-
ble the earnings and the monetary variance determined, and the realization amount.

(c)_Investments - investment in subsidiary companies are appraised by the equity
method based on investee companies' financial statements. The financial statements
for overseas investments were produced in accordance with accounting practices com-
patible with those adopted by the Company. The amounts were translated into reais at
the foreign exchange rate ruling at the reporting date. Gains or losses arising from this
translation, reflected in the parent company's statements, are recorded in the state-
ment of income for the year.

The other permanent investments are valued at acquisition cost less a provision for
devaluation, when applicable.

(d) Property, plant and equipment - stated at the revalued amount, including the
following items:

* Additions - includes the cost of acquisition, formation or construction

* PPE depreciation - calculated according to the expected useful life of the assets,
all of which are subject to the straight line depreciation method. Up to December
31,2005 the units produced method was used for items related to the production
areas and the straight-line method for the remaining items (see note 13).

* Depletion of forest reserves - calculated based on the number of trees felled in the
year in relation to the potential existing volume and the accrued maintenance costs.

(e)_Intangible assets - recorded at acquisition cost. This mainly refers to the cost of
acquiring software licenses amortized over five years.
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(f) Diferido - avaliado ao custo, liquido das amortizacées que sao efetuadas num prazo méaximo
de dez anos, a partir da ocasido em que os beneficios comecam a ser gerados. O consolidado
inclui substancialmente 4gio decorrente da aquisicao da Amorim Comercial SA. e AP Produtos
Metallrgicos S.AA. pela operacéo de compra dos ativos da Cosinox, amortizado no periodo de 5
anos a partir da data das aquisi¢oes, com base em projecoes de lucratividade futura.

(9) Passivos circulante e néo circulante - sdo demonstrados pelos valores conhecidos ou
calculéveis, acrescidos, quando aplicavel, dos correspondentes encargos e das variacdes
monetarias incorridas, previstas contratual ou legalmente.

(h) Provisdes - uma proviséo é reconhecida no balango quando a Companhia possui uma
obrigacgéo legal ou constituida como resultado de um evento passado, e € provavel que um
recurso econémico seja requerido para saldar a obrigacao. As provisdes sao registradas
tendo como base as melhores estimativas do risco envolvido.

(i) Imposto de renda e contribuicdo social - 0 imposto de renda e a contribuicéo social, do
exercicio corrente e diferido, so calculados com base nas aliquotas de 15% acrescida do
adicional de 10% sobre o lucro tributdvel excedente de R$240 para imposto de renda e
9% sobre o lucro tributavel para contribuicdo social sobre o lucro liquido e consideram a
compensagdo de prejuizos fiscais e base negativa de contribuigdo social, limitada a 30%
do lucro real.

Os impostos ativos diferidos decorrentes de prejuizo fiscal, base negativa da contribuigao social
e diferencas temporarias foram constituidos em conformidade com a Instrugdo CVM n° 371 de
27 de junho de 2002 e levam em consideracao o histdrico de rentabilidade e a expectativa de
geragao de lucros tributaveis futuros fundamentada em estudo técnico de viabilidade.

()) Apuracéo do resultado - o resultado é apurado pelo regime contabil de competéncia de
exercicio.

(k) Uso de estimativas - a elaboragio de demonstracdes contabeis de acordo com as prati-
cas contdbeis emanadas da legislacdo societdria e normas da Comissdo de Valores
Mobilidrios requer que a Administragéo use de julgamento na determinagéo e registro de
estimativas contabeis. Ativos e passivos significativos sujeitos a essas estimativas e premis-
sas incluem o valor residual do ativo imobilizado, provisao para devedores duvidosos, esto-
ques e imposto de renda diferido ativo, proviséo para contingéncias, valorizacao de instru-
mentos derivativos, e ativos e passivos relacionados a beneficios a empregados. A li-
quidagdo das transacdes envolvendo essas estimativas poderd resultar em valores dife-
rentes dos estimados, devido a imprecisdes inerentes ao processo de sua determinagéo. A
Companhia revisa as estimativas e premissas pelo menos anualmente.
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(f) Deferred assets - valued at cost, net of the amortizations made over the maximum
term of ten years, as from the date the rewards begin to be generated. The consolida-
ted statement mainly includes goodwill deriving from the acquisition of the companies
Amorim Comercial S.A. and AP Produtos Metaldrgicos S.A. through the acquisition of
Cosinox assets, amortized over five years as from the acquisition dates, based on pro-
jected future profits.

(g)_Current and noncurrent liabilities - stated at known or calculable amount, plus any
applicable legal or contractual charges and monetary variance incurred.

(h) Provisions - a provision is recognized in the balance sheet when the Company has
a legal or constructive obligation as a result of a past event, and it is probable that an
outflow of economic benefits will be required to settle the obligation. Provisions are
recorded considering the best estimates of the risk specific to the liability.

(i) Income and social contribution taxes - the current and deferred income and social
contribution taxes are calculated based on rates of 15% plus a 10% surcharge on ta-
xable income in excess of R$240 for income tax and 9% on the taxable income for
the social contribution on net income. The taxes consider the carryforward of tax los-
ses and negative social contribution base, limited to 30% of the taxable income.

The deferred tax assets resulting from carryforward tax losses, negative basis of social
contribution and temporary differences were recorded in accordance with CVM Ins-
truction 371 of June 27, 2002, and consider past profitability and expectations of fu-
ture taxable income, based on a technical viability study.

()) Income statement - The income statement is determined according to the accrual
basis of accounting.

(k) Accounting estimates - the preparation of the financial statements in accordance
with accounting practices deriving from Brazilian corporation law and regulations
issued by the Brazilian Securities Commission requires that management uses its
judgment in determining and recording accounting estimates. Significant assets and
liabilities subject to these estimates and assumptions include the residual value of
property, plant and equipment, allowance for doubtful accounts, inventories and
deferred income tax assets, provision for contingencies, valuation of derivative instru-
ments, and assets and liabilities related to employees' benefits. The settlement of
transactions involving these estimates may result in significantly different amounts due
to the lack of precision inherent to the process of their determination. The Company
reviews the estimates and assumptions at least once a year.
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Notas explicativas da administracéo
as demonstracdes contabeis

() Planos de pensdo e de beneficios pds-emprego a funciondrios - os custos de
patrocinio do plano de penséo e respectivos superavits dos planos sé&o contabilizados
em atendimento a Deliberacado CVM 371/2000.

DD 4 - Principais procedimentos de consolidacido

As politicas contabeis foram aplicadas de forma uniforme em todas as empresas consoli-
dadas e consistentes com aquelas utilizadas no exercicio anterior.

As demonstracdes contabeis consolidadas incluem as demonstragdes contabeis da contro-
ladora e das controladas mencionadas na Nota explicativa 1.

Na consolidagao, foram eliminadas as participagdes da controladora nos patriménios liqui-
dos das controladas, bem como os saldos relevantes de ativos e passivos, receitas, custos,
despesas e lucros ndo realizados decorrentes de transacoes efetuadas entre as empresas
liquido dos encargos de tributos. As subsidiarias Inox Tubos SA. e Preservar Madeira
Reflorestada Ltda., onde o controle é exercido em conjunto com outros acionistas, séo con-
solidadas com base no método de consolidacao proporcional, aplicavel sobre cada compo-
nente das demonstracdes contabeis das controladas. Conseqiientemente, néo ha destaque
para participagdes de minoritdrios.

Os saldos do balango patrimonial e demonstragéo de resultados resumidos da Inox Tubos
SA. e Preservar Madeira Reflorestada Ltda. estdo demonstrados a seguir:

Balango patrimonial

Inox Tubos S.A. Preservar Madeira Reflorestada Lida.
2006 2005 2006 2005
Ativo
Circulante 37058 24,152 4.186 5.053
Nao circulante
Realizavel a longo prazo 177 212 38 32
Imobilizado e diferido 13.002 14.845 7567 5,083
Total do Ativo 50.237 39.209 11.791 10.168
Passivo
Circulante 14916 8913 1.976 2.620
Nao circulante = 891 40
Patriménio liquido 356.321 30.296 8924 7508
Total do Passivo e Patriménio liquido 50.237 39.209 11.791 10.168

Demonstragdo do resultado
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Inox Tubos SA. Preservar Madeira Reflorestada Lida.

2006 2005 2006 2005
Receita liquida 165.973 120.032 16.724 17474
Lucro operacional 12.864 1.202 1.965 3918
Lucro liquido do exercicio 8.639 1.045 1.383 3.298
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(1) Pension plan and employee retirement benefits - the cost of sponsoring the pen-
sion plan and respective plan surpluses are recorded in accordance with CVM
Resolution 371/2000.

IDD 4 - Consolidated financial statements

The accounting policies have been consistently applied in all the consolidated compa-
nies and are consistent with those used in the previous year.

The consolidated financial statements include the financial statements of the parent
company and the subsidiaries mentioned in Note 1.

The consolidation eliminated the parent company's interests in the subsidiaries' share-
holders' equities and the material balances of assets and liabilities, revenue, costs, expen-
ses and unrealized profits deriving from transactions performed between the companies,
net of tax effects. The subsidiaries Inox Tubos S.A. and Preservar Madeira Reflorestada
Ltda, the control of which is exercised in conjunction with other shareholders, are conso-
lidated according to the proportional consolidation method, applicable to each item in the
subsidiaries' financial statements. Minority interests are not therefore presented.

The balances of the summarized balance sheet and statement of income of Inox Tubos
S.A. and Preservar Madeira Reflorestada Ltda. are presented below:

Inox Tubos SA. Preservar Madeira Reflorestada Ltda.
2006 2005 2006 2005
Assets
Current 37,058 24,152 4,186 5,063
Noncurrent assets
Noncurrent assets 177 212 38 32
PPE and deferred assets 13,002 14,845 7567 5,083
Total Assets 50,237 39,209 11,791 10,168
Liabilities
Current 14916 8,913 1,976 2,620
Noncurrent liabilities - 891 40
Equity 35,321 30,296 8,924 7508
Total Liabilities plus Shareholders' Equity 50,237 39,209 11,791 10,168
__ Sttementofincome
Inox Tubos SA. Preservar Madeira Reflorestada Ltda.
2006 2005 2006 2005
Net revenue 155,973 120,032 16,724 17474
Operating income 12,864 1,202 1,965 3918

Net income for the year 8,639 1,045 1,383 3,298
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(Em milhares de reais, exceto quando indicado)

A conciliagéo dos valores referentes ao patriménio liquido e resultado entre consolida-
do e controladora, é como segue:

Consolidado 2.731.874 2.316.241 627288 590.948
Eliminagao dos lucros néo realizados nas
transacdes com controladas 14.804 9.853 4.796 (2.087)
Controladora 2.746.678 2.326.094 632.084 588.861

IDD 5 - Disponibilidades

Consolidado Controladora

Contas bancérias e caixa 165.017 94.800 119.010 37023

Aplicacdes financeiras:
Certificados de depésito bancério 85.868 98.373 85.868 98.373
Operagdes compromissadas 292.233 173.493 292.233 173.493
Outros, principalmente fundos de renda fixa 14.760 17399 1.011 300
557868 384.065 498122 309.189

Os certificados de depdsito bancario possuem rentabilidade préxima a variagédo do CDI -
Certificado de Depdsito Interbancario.

As operacdes compromissadas séo aplicagdes lastreadas a titulos publicos federais e/ou
titulos privados, com remuneragéo atrelada a variacao do CDI.
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The reconciliation of the amounts referring to the shareholders' equity and income
between the consolidated and parent company statements is as follows:

Consolidated 2731,874 2,316,241 627288 590,948
Elimination of unrealized earnings in
transactions with subsidiaries 14,804 9,853 4796 (2,087)
Parent company 2746,678 2,326,094 632,084 588,861

IDD 5 - Cash and cash equivalents

Consolidated Parent Comiani

Cash and banks 165,017 94,800 119,010 37,023

Interest earning bank deposits:
Bank deposit certificates 85,868 98,373 85,868 98,373
Securities held under repurchase agreements 292,233 173,493 292,233 173,493
Other, mainly fixed income funds 14,750 17399 1,011 300
557,868 384,065 498,122 309,189

The bank deposit certificates earn interest which approximates that of the Interbank

Deposit Certificate (CDI) interest rate.

The securities held under repurchase agreements are guaranteed by government

bonds and/or private securities, with interest linked to the CDI interest rate.
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(Em milhares de reais, exceto quando indicado)

IDD 6 - Contas a receber de clientes

Consolidado Controladora
Clientes - mercado externo 255,273 217559 267815 248981
Clientes - mercado interno 349.969 244,656 361.278 244582
Vendor (139.042) (122.310) (130.065) (119.481)
Provisao para riscos de créditos (19.060) (15.893) (16.101) (11.579)
447140 324.012 482927 362503

IDD 7 - Estoques

Consolidado Controladora

Produtos acabados 206.936 166.763 146.666 126.353
Produtos em poder de terceiros 9.230 1.652 9.230 1.652
Produtos em elaboracao 204.458 138.360 200.424 135.086
Matérias-primas 117208 114.979 106.611 105.877
Importagdes em andamento 35.680 73.225 35.618 73.002
Materiais para consumo, manutencéo e outros 70.402 72.615 66.072 69.895
Provis&o para perdas (15.264) (13.983) (14.900) (13.983)
628.6560 553,611 549.721 497882

Estoques de produtos acabados, no montante aproximado de R$43.899 (R$51.819 em
2005), foram dados em garantia de processos administrativos e judiciais que encon-
tram-se em curso.
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IDD 6 - Trade accounts receivable

Consolidated Parent Compan
Customers - foreign market 265,273 217559 267815 248,981
Customers - domestic customers 349,969 244,656 361,278 244582
Vendor (139,042) (122,310) (130,065) (119,481)
Allowance for possible loan losses (19,060) (15,893) (16,101) (11,579)
447140 324,012 482927 362,503

IDD 7 - Inventories

Consolidated Parent Comiani

Finished goods 206,936 166,763 146,666 126,353
Goods held by third parties 9,230 1,662 9,230 1,652
Work in process 204,458 138,360 200,424 135,086
Raw materials 117208 114,979 106,611 105,877
Imports in transit 35,680 73,225 35,618 73,002
Materials for consumption, maintenance and other 70,402 72,615 66,072 69,895
Provision for losses (15,264) (13,983) (14,900) (13,983)

628,650 553,611 549,721 497882

Finished goods inventories, amounting to approximately R$43,899 (R$51,819 in
2005), were given in guarantee for administrative and legal proceedings in
progress.
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DD 8 - Impostos a recuperar e diferidos

Consolidado Controladora

2006 2005 2006 2005
Imposto de renda e contribuic&o social diferidos 263.945 213.712 231.322 188.642
IR retido na fonte, IRRJ e CSLL antecipados (liquido) 21.005 24.608 20.173 21504
PIS 8.984 41.398 7505 40.021
COFINS 30.163 7.862 29.678 7522
ICMS e IPI 19.487 18.984 17291 17.769
Outros 1.349 569 242 4
344.933 307133 306.211 275.462

Circulante (118.929) (74.267) (115.034) (70.089)
N&o circulante 226.011 232.866 191.177 205.373

O crédito do PIS em 31 de dezembro de 2005, refere-se, substancialmente, a pagamentos
efetuados a maior em anos anteriores em funcédo de terem sido declarados inconstitu-
cionais pelo Supremo Tribunal Federal em Agédo Declaratéria. A Companhia continuou
questionando o critério de atualizacdes desses créditos, tendo sido sua demanda julgada
procedente em duas instancias e, finalmente, obtendo no exercicio de 2005 éxito integral,
tendo a decisao judicial transitado em julgado. Dessa forma, a Companhia contabilizou no
exercicio de 2005 os acréscimos obtidos judicialmente, no montante de R$6.121. Durante
o ano de 2006 foi compensado com outros tributos federais o montante de R$39.664.

Os saldos de PIS e COFINS em 31 de dezembro de 2006, referem-se a créditos correntes
e extemporaneos apurados durante o exercicio de 2006 que serao realizados durante o
exercicio de 2007.
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IDD 8 - Recoverable and deferred taxes

Consolidated Parent Comiani

Deferred income and social contribution taxes 263,945 213,712 231,322 188,642
Withholding income tax and prepaid IRRJ and CSLL (net) 21,005 24,608 20,173 21,604
PIS 8,984 41,398 7505 40,021
COFINS 30,163 7862 29,678 7522
ICMS and IPI 19,487 18,984 17291 17769
Other 1,349 569 2492 4
344,933 307,133 306,211 275,462
Current (118,922) (74,267) (115,034) (70,089)
Noncurrent assets 226,011 232,866 191,177 205,373

The PIS credit as of December 31, 2005, mainly refers to overpayments made in prior
years as a result of a Declaratory Action in which the Federal Supreme Court declared
the payments to be unconstitutional. The Company continued to contest the criteria for
restating these credits, its appeal having been judged favorably at two levels and even-
tually in 2005, the Company obtained a final and unappealable decision in its favor. The
Company accordingly recorded in 2005 the credits resulting from this favorable deci-
sion, to the amount of R$6,121. In 2006 the amount of R$39,664 was offset against
other federal taxes.

The balances of PIS and COFINS as of December 31, 2006 refer to current and
extempore credits determined in the 2006 financial year which will be realized in the
2007 financial year.
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O Imposto de Renda e contribuigéo social diferidos foram calculados e registrados, em

31 de dezembro de 2006 e 2005, como segue:

2006 2005
Imposto Contribuicéo
de renda Social Total Total
Consolidado-
Prejuizo fiscal e base negativa 939.474 944.488
Diferencas intertemporais 493.680 491.844
1.433.054 1.436.332

Aliquotas 25% 9%
Imposto de Renda e contribuicéo

social diferidos total 358.264 129.270 487534 540.416
Imposto de Renda e contribuicéo

social diferidos nao contabilizados (164.010) (59.579) (223.589) (326.704)
Imposto de Renda e contribui¢&o social

diferidos reconhecidos contabilmente

no ativo 194.254 69.691 263.945 213.712
Circulante (41.972) (15.137) (57.109) (36.780)
Nao circulante 152.282 54.654 206.836 176.932

Controladora-
Prejuizo fiscal e base negativa 765.938 748.726
Diferencas intertemporais 465.885 463.925
1.231.823 1.212.651

Aliquotas 25% 9%
Imposto de Renda e contribuicéo

social diferidos total 307956 109.139 417095 471813
Imposto de Renda e contribuicéo

social diferidos ndo contabilizados (137.776) (47997) (185.773) (983.171)
Imposto de Renda e contribuicdo

social diferidos reconhecidos

contabilmente no ativo 170.180 61.142 231.322 188.642
Circulante (41.687) (15.008) (56.695) (36.510)
Nao circulante 128.493 46.134 174.627 162.132

No saldo de prejuizo fiscal da Controladora inclui R$221.819 (mesmo valor em 2005) de
prejuizo fiscal ndo operacional, que pode ser compensado somente com lucros néo opera-
cionais (valor ndo ativado em 31 de dezembro de 2006).
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At December 31, 2006 and 2005, the deferred income and social contribution taxes

on net income were calculated and recorded as follows:

Consolidated-
Tax loss and negative base
Intertemporal differences

Tax rates

Total deferred income and social
contribution taxes

Unrecorded deferred income and
social contribution taxes

Deferred income and
social contribution taxes
recognized as assets

Current

Noncurrent

Parent Company-

Tax loss and negative base

Intertemporal differences

Tax rates

Total deferred income and social
contribution taxes

Unrecorded deferred income and
social contribution taxes

Deferred income and social
contribution taxes
recognized as assets

Current

Noncurrent

The balance of the Parent Company's tax loss includes R$221,819 (same amount in
2005) a non-operating tax loss which can only be carried forward against non-ope-
rating profits (amount not activated as of December 31, 2006).

Acesita. Present in the future.

939,474 944,488
493,580 491,844
1,433,054 1,436,332
25% 9%

358,264 129,270 487534 540,416
(164,010) (569,579) (223,589) (326,704)
194,254 69,691 263,945 213,712

(41,972) (15,137) (57,109) (36,780)
152,282 54,554 206,336 176,932
765,938 748,726
465,885 463,925

1,231,823 1,212,651
25% 9%
307956 109,139 417095 471,813
(137776) (47997) (185,773) (283,171)
170,180 61,142 231,322 188,642

(41,687) (15,008) (66,695) (36,510)

128,493 46,134 174,627 162,132
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O Imposto de Renda e a contribuigao social diferidos sao registrados para refletir os efeitos
fiscais futuros atribuiveis as diferencas tempordrias entre a base fiscal de ativos e passivos
e seu respectivo valor contébil. As principais diferencas intertemporais referem-se a pro-
visdo para perdas em dgios nao amortizados de controladas e provisdes a serem dedutiveis
quando forem liquidadas.

No exercicio 2006, a Companhia atingiu trés anos de lucro tributavel, considerando os ulti-
mos cinco anos, permitindo a contabilizagdo de créditos tributérios diferidos adicionais aos
ja registrados anteriormente conforme determina a Instrugdo CVM 371/2002. Desta forma,
a Companhia, fundamentada na expectativa de geragédo de lucros tributéveis futuros, deter-
minada em estudo técnico aprovado pela Administragdo, reconheceu os créditos tributaveis
sobre prejuizos fiscais e bases negativas de contribuicdo social de exercicios anteriores
(incluindo efeitos do Plano Veréo - Ver Nota explicativa 17), que ndo possuem prazo pres-
cricional e cuja compensagao estd limitada a 30% dos lucros anuais tributéveis. O valor
contabil do ativo fiscal diferido e as projecdes serdo revisados periodicamente, caso haja
fatores relevantes que venha a modificar as projecoes.

O Imposto de Renda e a contribuigéo social diferidos contabilizados no ativo no montante
de R$188.642 em 2005, foram reconhecidos pela Companhia anteriormente & vigéncia
da Instrugdo CVM 371/2002, levando-se em consideracdo a existéncia de Imposto de
Renda e contribui¢do social diferidos no passivo, referentes a reserva de reavaliagdo efe-
tuada em exercicios anteriores, sendo que sua realizacao estava a época em linha com a
previsdo de realizacdo do imposto de renda e contribuicdo social diferidos passivos (ver
nota explicativa 15).

A Administracdo da Companhia considera que os ativos diferidos decorrentes de diferengas
temporérias serao realizados na propor¢ao da solugao final das contingéncias e eventos.

Baseada no estudo técnico das projecoes de resultados tributaveis computados de acordo
com a Instrugdo CVM n° 371, a Companhia estima recuperar o crédito tributério decorrente
de prejuizos acumulados nos seguintes exercicios:

Estimativa de utilizagéo
do crédito contabilizado

Ano-base Consolidado Controladora
2007 57.109 56.695
2008 93.781 89.821
2009 113.055 84.806
Total 263.945 231.322
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The deferred income and social contribution taxes are recognized to reflect future tax
effects attributable to temporary differences between the tax bases of assets and lia-
bilities and their carrying values. The main intertemporal differences relate to the pro-
vision for loss on unamortized goodwill of subsidiaries and provisions which become
deductible when paid or realized.

In the 2006 financial year the Company reported three years of taxable income, con-
sidering the last five years, enabling the recording of deferred tax credits in addition to
those previously recorded as determined by CVM Instruction 371/2002. Based on the
expected generation of future taxable income, determined in a technical study
approved by management, the Company therefore recognized the taxable credits on
tax losses and negative social contribution bases from prior years (including effects of
the Summer Plan - See note 17). There is no statutory limitation period for these cre-
dits and they can be offset against a maximum of 30% of annual taxable income. The
carrying amount of the deferred tax asset and the projections shall be revised periodi-
cally, in the event material factors occur which modify the projections.

The deferred income and social contribution taxes of R$188,642 in 2005 were reco-
gnized by the Company prior to the introduction of CVM Instruction 371/2002, taking
into consideration the existence of deferred income tax and social contribution liabili-
ties relating to the revaluation reserve made in prior years, realization of which at the
time was in line with the projected realization of deferred income tax and social contri-
bution liabilities (see note 15).

Company Management considers that deferred assets derived from temporary diffe-
rences are realized proportionally to final resolution of the contingencies and events.

Based on the projections for future taxable income, prepared in accordance with CVM
Instruction 371, the Company expects to offset the tax credits deriving from accrued
losses in the following years:

2007 57,109 56,695
2008 93,781 89,821
2009 113,055 84,806

Total 263,945 231,322
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A reconciliacao do crédito/despesa do Imposto de Renda e contribuigdo social nos resul-
tados de 2006 e 2005, compreendendo suas aliquotas nominais e efetivas, é como segue:

Consolidado

Lucro antes do Imposto de Renda e da

contribuicdo social 758.661 758.661 719.601 719.601
Aliquota 25% 9% 25% 9%
Imposto e contribuicdo social calculados

sobre o resultado antes do Imposto

de Renda e da contribuicéo social (189.665) (68.279) (179.900) (64.764)

Diferencas temporarias e permanentes
Juros sobre o capital préprio 31.225 11.241 27388 9.860
Efeitos do Plano Verdo (exclusao da

depreciagao, baixa de ativo imobilizado

e reversdo da provisdo existente em 2005) 1.780 641 19.822 7.783
ProvisGes para perdas, contingéncias e outros (11.689) (6.463) 2.493 930
Qutros (16.170) (5.489) (2.157) (158)

Débito de Imposto de Renda e contribuigdo
social ao final de cada exercicio (184.519) (68.349) (132.354) (46.349)

Realizacao de Imposto de Renda e
contribuicdo social diferidos ativos (24.599) (8.856) (11.314) (4.073)

Compensacéo de prejuizos fiscais/base
de célculo negativa 59.908 22.078 45.495 16.220

Imposto de Renda e contribuicéo social
diferidos registrados sobre
diferengas intertemporais 26.040 9.331 189 81

Imposto de Renda e contribui¢do social diferidos
registrados sobre prejuizos fiscais/base

de célculo negativa 27024 9.746 = =
Programa de Alimentacéo do Trabalhador 284 = 285 =
Qutros 1.433 (894) 3.216 (49)

Despesa do exercicio (94.429) (36.944) (94.483) (34.170)
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The reconciliation of income and social contribution tax credit/expense in the 2006
and 2005 statements of income at their nominal and effective rates is as follows:

Net income before income and
social contribution taxes

Statutory tax rate

Income and social contribution tax
calculated on the net income before
income and social contribution taxes

Temporary and permanent differences
Interest on shareholders' equity
Effects of the Summer Plan (exclusion of
depreciation, derecognition of PPE and
reversal of the provision existing in 2005)
Provision for losses, contingencies and others
Other
Income tax and social contribution expense
at the end of each year

Realization of deferred income tax and
social contribution credits

Tax loss carryforwards

Unrecorded Income tax and
social contribution on temporary
differences

Deferred income and social contribution
taxes recorded under tax losses/negative
calculation base

Workers' Meal Program

Other

Expenses in the year

Consolidated

Acesita. Present in the future.

758,661 758,661 719,601 719,601
25% 9% 25% 9%
(189,665) (68,279) (179,900) (64,764)
31,225 11,241 27,388 9,860
1,780 641 19,822 7783
(11,689) (6,463) 2,493 930
(16,170) (5,489) (2,157) (168)
(184,519) (68,349) (132,354) (46,349)
(24,599) (8,856) (11,314) (4,073)
59,908 22,078 45,495 16,220

26,040 9,331 189 81
27024 9,746 - -
284 - 285 -
1,433 (894) 3,216 (49)
(94,429) (36,944) (94,483) (34,170)
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Lucro antes do Imposto de Renda e da
contribuicdo social

Aliquota

Imposto e contribuicéo social calculados
sobre o resultado antes do Imposto
de Renda e da contribuicao social

Diferencas tempordrias e permanentes
Equivaléncia patrimonial
Juros sobre o capital préprio
Efeitos do Plano Verao (exclusdo da
depreciagéo, baixa de ativo imobilizado
e reversdo da provisdo existente em 2005)
Provisdes para perdas, contingéncias e outros
Outros
Débito de Imposto de Renda e
contribuicdo social ao
final de cada exercicio

Realizacao de Imposto de Renda
e contribuicao social diferidos ativos

Compensacéo de prejuizos
fiscais/base de célculo negativa

Imposto de Renda e contribuicéo social
diferidos registrados sobre
diferencas intertemporais

Imposto de Renda e contribuicéo social
diferidos registrados sobre prejuizos
fiscais/base de célculo negativa

Programa de Alimentacao do Trabalhador

Outros

Despesa do exercicio

Controladora

752.669 752.669 717314 717314
25% 9% 25% 9%
(188.167) (67.740) (179.329) (64.558)
5929 2.134 (391) (141)
31.225 11.241 27388 9.860
1.780 641 19.822 7783
(17.475) (8.631) 1.438 518
(14612) (4.897) (3.645) (665)
(181.320) (67.252) (134.717) (47203)
(24.599) (8.856) (11.314) (4.073)
61.783 22.832 48230 17218
28.988 10.377 - -
27024 9.746 - -
244 - 282 _
1.334 (886) 3.195 (71)
(86.546) (34.039) (94.324) (34.129)
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Net income before income and
social contribution taxes

Statutory tax rate

Income and social contribution tax calculated
on the net income before income
and social contribution taxes

Temporary and permanent differences
Equity in net income of subsidiaries and
associated companies
Interest on shareholders' equity
Effects of the Summer Plan (exclusion of
depreciation, derecognition of PPE and
reversal of the provision existing in 2005)
Provision for losses, contingencies and others
Other
Income tax and social contribution
expense at the end of each year

Realization of deferred income tax
and social contribution credits

Tax loss carryforwards

Unrecorded Income tax and
social contribution on
temporary differences

Deferred income and social contribution
taxes recorded under tax losses/negative
calculation base

Workers' Meal Program

Other

Expenses in the year

Parent Company

Acesita. Present in the future.

752,669 752,669 717314 717314
25% 9% 25% 9%
(188,167) (67,740) (179,329) (64,558)
5929 2,134 (391) (141)
31,225 11,241 27388 9,860
1,780 641 19,822 7783
(17475) (8,631) 1,438 518
(14,612) (4,897) (3,645) (665)
(181,320) (67,252) (134,717) (47203)
(24,599) (8,856) (11,314) (4,073)
61,783 22,832 48,230 17218
28,088 10,377 - -
27024 9,746 - _
244 - 282 -
1,334 (886) 3,195 (71)
(86,546) (34,039) (94,324) (34,129)
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A composicéo de Imposto de Renda e contribuicao social corrente e diferido no resul-

tado do exercicio € como segue:

Consolidado Controladora
2006 2005 2006 2005
Imposto de Renda e contribuigéo social
Corrente (203.5614) (128.923) (196.720) (128.453)
Diferido 72.141 270 76.135 -
Despesa (131.373) (128.653) (120.68b) (128.453)

DD 9 - Titulos a receber

Referem-se as notas promissérias a receber junto a Agos Villares S.A. em funcéo de
alienagao de participagdes societarias no Grupo Villares, ocorrida em anos anteriores,
as quais sdo atualizadas pelo IGPM e cujo Ultimo vencimento estd previsto para 31 de
dezembro de 2007, no montante de R$35.893 em 31 de dezembro de 2006, no curto
prazo (R$56.477 no longo prazo e R$33.886 no curto prazo, em 31 de dezembro de

2005).

DD 10 - Depésitos Judiciais

Em 31 de dezembro de 2006, a Companhia possuia agdes judiciais questionando
aspectos legais acerca de tributos especificos, para as quais possui depésitos judiciais
relacionados a esses impostos (ver nota explicativa 17) e a parcela de contingéncias

(ver nota explicativa 18).

Consolidado Controladora
2006 2005 2006 2005
Acdes tributérias e previdencidrias 93.106 138.120 90.989 136.318
Acoes trabalhistas e civeis 1.734 5.629 901 4.921
94.840 143.749 91.890 140.239
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The current and deferred income and social contribution taxes are broken down in the
statement of income for the year as follows:

Consolidated Parent Compan

Income and social contribution taxes

Current (203514) (128,923) (196,720) (128,453)
Deferred 72,141 270 76,135 -
Expense (131,373) (128,653) (120,685) (128,453)

IDD 9 - Notes receivable

Notes receivable refer to promissory notes receivable from Acos Villares S.A. deriving
from the sale of shares in the Villares Group in prior years, subject to restatement by
the IGPM price index, the last of which is payable on December 31, 2007. They amount
to R$35,893 at December 31, 2006, in the short-term (R$56,477 in the long-term and
R$33,886 in the short-term as of December 31, 2005).

IDD 10 - Judicial Deposits

At December 31, 2006, the Company was party to lawsuits contesting the legal
aspects of certain taxes and has judicial deposits related to these taxes (see note 17)
and to the contingencies (see note 18).

Consolidated Parent Compan
Taxes and social security 93,106 138,120 90,989 135,318
Labor and civil proceedings 1,734 5,629 901 4,921

94,840 143,749 91,890 140,239
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DD 11 - Investimentos

(a) As informagdes sobre as Investidas sdo como segue:
Acesita Export and Acesita Centros de Acesita Servicos, Com,, | Acesita International
Trade Servigos Ltda. Ind. e Part. Ltda. Lid. (*)
2006 2005 2006 2005 2006 2005 2006 2005
Capital social 107 117 6.162 6.162 146.710 128.832 15.501 16.970
Quantidade de quotas possuidas
(Em milhares)-

Quotas 0,1 0,1 6.162 6.162 146.710 128.832 7.250 7250
Patriménio liquido 1.888 1.023 1.441 1.036 235.257 180.360 | (36.419) | (32421)
Participagédo no capital social,

No final do exercicio - % 100 100 100 100 100 100 100 100
Participacdo no patriménio liquido 1.888 1.023 1.441 1.036 235.257 180.360 | (36.419)| (32421)
Outras informacdes das investidas-

Lucro liquido (Prejuizo) 5563 455 405 (39) 23.088 (4.127) (6.807) (7843)
Conciliacdo com o resultado da
equivaléncia patrimonial

Resultado nao realizado e

diferenca de cambio 312 136 = = (643) (2.282) 2.807 3.294

865 319 405 (39) 292.445 (1.845) (4.000) (4549)
O resumo das movimentacdes dos investimentos é como segue:
Em sociedades controladas
Em outras
Acesita Acesita Acesita Servigos, sociedades
Export Centros de Com,, Ind. controladas e
and Trade Servicos Ltda. e Part. Ltda. outros investimentos Total

Saldos em 31 de dezembro de 2005 1.023 1.036 177489 5951 185.499
Equivaléncia patrimonial 865 405 22.445 = 23.715
Adiantamento para futuro aumento de capital = = 31.809 = 31.809
Qutros - - - (2.943) (2.943)
Saldos em 31 de dezembro de 2006 1.888 1.441 231.743 3.008 238.080
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IDD 11 - Investments

(a) The investments are as follows:

Capital 107 17 6,162 6,162 146,710 | 128832 15,501 16970

Number of shares held
(in thousands)-

Shares 0,1 0,1 6,162 6,162 146,710 | 128,832 7,250 7250
Equity 1,888 1,023 1,441 1,036 235257 | 180,360 | (36419) | (32421)
Equity in the capital

At the end of the period - % 100 100 100 100 100 100 100 100
Equity in the results 1,888 1,023 1,441 1,036 235257 | 180,360 | (36419) | (32421)

Other investment information
Net income (Loss) 553 455 405 (39) 23,088 (4,127) (6,807) (7843)

Reconciliation with the income in the net income of
subsidiaries and associated companies

Unrealized income and
exchange difference 312 136 -

(643) (2,282) 2,807 3294

865 319 405 (39) 22,445 (1,845) (4,000) (4,649)

Changes in investments are summarized below:

Balances at December 31, 2005 1,023 1,036 177489 5951 185,499
Equity in net income of subsidiaries

and associated companies 865 405 22,445 - 23,715
Advance for future capital increase - - 31,809 - 31,809
Other - - - (2,943) (2,943)
Balances at December 31, 2006 1,888 1,441 231,743 3,008 238,080
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(b) Em 31 de dezembro de 2006, a controlada Acesita International Ltd. apresentava
patriménio liquido negativo equivalente a R$36.419 (negativo em R$32.421 em 31 de
dezembro de 2005). O referido valor esté classificado na rubrica de Outros exigiveis a
longo prazo, que em 31 de dezembro de 2006 apresentou um aumento da proviséo de
R$3.998 (aumento de R$4.549 em 31 de dezembro de 2005), sendo este montante
contabilizado em resultado de equivaléncia patrimonial da Companhia.

(c) As empresas controladas direta ou indiretamente pela Companhia ndo possuem
agoes negociadas em bolsas de valores.

(d) O resultado de participacdes societdrias é como segue:

Consolidado Controladora
2006 2005 2006 2005
Avaliados por equivaléncia patrimonial
Acesita Servigos, Com, Ind. e Participagdes Ltda. - - 22.445 (1.845)
Acesita International Ltd. - - (4.000) (4.549)
Acesita Centros de Servicos Ltda. - - 405 (39)
Acesita Export and Trade = = 865 319
19.715 (6.114)
Avaliados ao custo (dividendos e juros sobre
capital préprios recebidos)
Acos Villares S.A. 3.026 11.709 3026  11.709
3.026 11.709 22.741 5.5695

(e) Os investimentos em outras sociedades estdo avaliados pelo custo de aquisigao.
Esta conta esta substancialmente composta pela participacéo direta na empresa Acos
Villares S.A. correspondente a 4,41% do seu capital votante.
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(b) The subsidiary Acesita International Ltd. had a capital deficiency at December 31,
20086, of R$36,419 (deficiency of R$32,421 at December 31, 2005). This amount is
classified in Other long-term liabilities, which as of December 31, 2006, presented an
increase to the provision of R$3,998 (increase of R$4,549 as of December 31, 2005),
which is recorded in the Company's equity in the net income of subsidiaries and asso-
ciated companies.

(c) The companies directly or indirectly controlled by the Company do not have shares
traded in stock exchanges.

(d) The income from equity interests is as follows:

Consolidated Parent Company

Appraised by equity accounting

Acesita Servicos, Com,, Ind. e Participacdes Ltda, - - 292,445 (1,845)
Acesita International Ltd, - - (4,000)  (4,549)
Acesita Centros de Servigos Ltda, - - 405 (39)
Acesita Export and Trade - - 865 319
- - 19,715 6,114)

Appraised at cost (dividends and interest on
equity reserve received)
Agos Villares SA. 3,026 11,709 3,026 11,709

3,026 11,709 22,741 5,695

(e) Investments in other companies are appraised at acquisition cost. This account is
substantially comprised of the direct interest in the company Agos Villares S.A, corres-
ponding to 4.41% of its voting capital.
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DD 12 - Partes relacionadas

(a) Principais saldos e transacoes com as empresas ligadas

ATIVO PASSIVO
Obriaacses Fornecedores
Créditos com  Contas a Cgmc no exterior,
empresas receber e Total empresas financiamentos Total
controladas  outros saldos P e outros
controladas
saldos
Grupo Arcelor Mittal = 839 839 S 5.5669 55669
Acesita Servigos, Comércio,

Indistria e Participacées Ltda. < 80.785 80.785 3 190 190
Acesita International Ltd. 93.874 = 93.874 4.957 = 4.957
Acesita Energética Ltda. = 38 38 = 572 572
Preservar Madeira Reflorestada Ltda. = 38 38 = 336 336
Acesita Argentina S.A. = = = = 925 925
Acesita Centros de Servicos Ltda. 978 379 1.357 = 1.115 1.115
Inox Tubos S.A. = 2.625 2.625 > 174 174
Acesita Export and Trade = 57118 57118 3 3 =
Total - 2006 94.852 141.822 236.674 4.257 8.871 13.128
Total - 2005 96.973 149.362 246.335 8.357 157591 165.948

RESULTADO
RECEITAS
Financeiras e faZizZiS:
Vendas variagoes Total o Compras
cambiais variagoes
cambiais e outros
Grupo Arcelor Mittal 16.710 = 16.710 20.564 39.969
Acesita Servicos, Comércio, Industria

e Participacdes Ltda. 278.180 = 278.180 = 6.079
Acesita International Ltd. = 17771 17771 21.608 =
Acesita Energética Ltda. = = = = 59.855
Preservar Madeira Reflorestada Ltda. = = = = 3934
Acesita Centros de Servicos Ltda. = 17 17 3 10.928
Inox Tubos S.A. 151.437 = 151.437 = 2497
Acesita Export and Trade 326.245 = 326.245 4.715 =
Total - 2006 772.572 17.788 790.360 46.890 123.192
Total - 2005 750.192 4.809 755.001 29.702 89.833
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IDD 12 - Related parties

(a) The main balances and transactions with related parties are as follows:

ASSETS LIABILITIES

Arcelor Mittal Group - 839 839 - 5,559 5,559
Acesita Servicos, Comércio, Industria

e Participacdes Ltda. - 80,785 -80,785 - 190 190
Acesita International Ltd. 93,874 - 93,874 4957 - 4,957
Acesita Energética Ltda. - 38 38 - 572 b72
Preservar Madeira Reflorestada Ltda. - 38 38 - 336 336
Acesita Argentina S.A. - - - - 925 925
Acesita Centros de Servicos Ltda. 978 379 1,357 - 1,115 1,115
Inox Tubos S.A. - 2,625 2,625 - 174 174
Acesita Export and Trade - 57,118 57,118 - - -
Total - 2006 94,852 141,822 236,674 4,957 8,871 13,128
Total - 2005 96,973 149,362 246,335 8,357 157591 165,948

INCOME
REVENUES

Arcelor Mittal Group 16,710 - 16,710 20,564 39,969
Acesita Servicos, Comércio, Industria e

Participagdes Ltda. 278,180 - 278,180 - 6,079
Acesita International Ltd. - 17771 17771 21,608 -
Acesita Energética Ltda. - - - - 59,855
Preservar Madeira Reflorestada Ltda. - - - - 3,934
Acesita Centros de Servigos Ltda. - 17 17 3 10,928
Inox Tubos S.A. 151,437 - 161,437 - 2,427
Acesita Export and Trade 326,245 - 326,245 4715 -
Total - 2006 772,572 17788 790,360 46,890 123,192
Total - 2005 750,192 4,809 755,001 29,702 89,833
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As transagdes com partes relacionadas foram efetuadas em condigdes consideradas pela
Administracdo como compativeis com as de mercado, sendo que as operagdes de mutuo
com controladas séo atribuidas taxas e prazos individualmente pactuados, de libor + 3%
a.a, além de variacdo cambial, e as vendas realizadas sao efetuadas a precos compativeis
aqueles praticados com clientes ndo vinculados levando-se em consideragdo o volume e
demais aspectos comerciais.

(b) Garantias

Em 31 de dezembro de 2006, a Companhia possui garantias prestadas por avais a empre-
sas ligadas no montante de R$906 (mesmo montante em 2005).

(c) Sociedade de Propésito Especifico - Stainless Overseas

Em agosto de 2000, a Companhia efetuou operagéo de securitizagdo de recebiveis de
exportacao e desta forma, parcela das exportagdes da Companhia foram realizadas através
de uma sociedade de propdsito especifico localizada no exterior, denominada Stainless
Overseas, cujo capital pertence integralmente a institui¢ao financeira internacional e seus
representantes, estando suas atividades limitadas exclusivamente & operacionalizagéo da
referida securitizacao.

Apesar da Companhia ndo possuir qualquer participacdo societaria direta ou indireta na
Stainless Overseas, por forga do contrato de securitizag@o de recebiveis, a Companhia é
responsavel pela cobertura de eventuais perdas decorrentes da transacao de securitizagao.

O contrato de securitizagéo foi encerrado em agosto de 2005 e a liquidagéo financeira dos
saldos ativos e passivos remanescentes na Stainless Overseas ocorreu durante o exercicio
2006. A dissolucao da entidade foi requerida e encontra-se em tramite nos organismos
competentes.

Em 31 de dezembro de 2005, a Stainless Overseas possuia ativos totais de R$43.260,
passivos totais de R$43.298 e deficiéncia de patrimdnio liquido de R$38.

Em 2005, as exportagdes através da Stainless Overseas representaram R$365.861, das
quais R$35.504 foram com empresas do Grupo Arcelor. O montante de juros pagos em
2005 pela Companhia a Stainless Overseas, incluindo remuneracéo de aval foi de R$2.245.
Em decorréncia do encerramento do contrato de securitizacdo ndo houve exportacoes por
meio da Stainless Overseas no ano de 2006.
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The transactions with related parties were made under conditions considered by ma-
nagement to be compatible with market conditions. Loans with subsidiaries are subject
to rates and terms agreed individually, and vary from LIBOR + 3% per annum (p.a.),
plus exchange variance. Sales are made at prices compatible with those practiced with
unrelated customers, considering volumes and other commercial aspects.

(b) Guarantees

At December 31, 2006, the Company had R$906 (same amount in 2005) of guaran-
tees granted to related companies.

(c) Special Purpose Company - Stainless Overseas

In August 2000, the Company carried out an export receivables securitization transac-
tion. As a result, part of the Company's exports were made through a special purpose
company located overseas, Stainless Overseas, wholly owned by an international finan-
cial institution and its representatives, with activities limited exclusively to this securiti-
zation transaction.

Although the Company does not have any direct or indirect corporate investment in
Stainless Overseas, under the securitization agreement, it is responsible for covering
possible losses arising out of the securitization transactions.

The securitization agreement was terminated in August 2005. The financial settlement
of the remaining assets and liabilities at Stainless Overseas occurred in the 2006
financial year. The winding up of the entity was applied for and is being processed by
the respective agencies.

At December 31, 2005, Stainless Overseas had total assets of R$43,260, total liabili-
ties of R$43,298 and negative equity of R$38.

In 2005 exports through Stainless Overseas amounted to R$365,861, R$35,5604 of
which were made with companies of the Arcelor Group. In 2005 the amount of inte-
rest paid by the Company to Stainless Overseas including remuneration of guarantees
was R$2,245. No exports were made through Stainless Overseas in 2006 because the
securitization contract was terminated.
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DD 13 - Imobilizado

Consolidado Controladora
31/12/06  31/12/05 31/12/06 31/12/05| Vida ditil

Custo | Depreciacao Liquido Liquido Custo | Depreciacdo | Liquido Liquido | (em anos)

Em operagao

Edificios e instalacdes 875416 (277586) 597.830 626.146 | 834.115 | (266.737) 567378 | 608.824 15
Equipamentos industriais e

sistemas de distribuicao 2412121 (956.047) | 1.456.074 1529226 (2.366.720 | (932.760) | 1.433.960 1.508.799 15
Méveis, utensilios e instrumentos 40526 (26.102) 14.424 9.6562 36.614 (23.549) 13.065 8.521 10
Veiculos 3.194 (2.221) 973 994 2540 (1.735) 805 893 5
Hardware 16.831 (6.936) 9.895 5.881 14.624 (5.883) 8.741 5053 5
Reflorestamento 241982 (133.428) 108,554 91.314 434 - 434 434 ®
Outros 12.368 (5.249) 7119 7167 10.681 (4.546) 6.035 6.022 13

3602438 | (1.407570) | 2.194.868 | 2.270.380 [3.266.628  (1.2365.210) | 2.030.418 2.138546

Terrenos 10.475 = 10.475 9.435 6.324 = 6.324 6.330
Adiantamentos a fornecedores 15.765 = 156.765 2.481 15.245 = 156.245 2.042
Obras em andamento 91.815 ® 91.815 75.298 88317 = 88317 65.727
Importacdes em andamento 2.037 ° 2.037 338 344 ° 344 338

120.092 120.092 87552 | 110.230 110.230 74.437

3722529 | (1.407570) 2314960 2357932 |3.3756.858 | (1.235210) | 2.140.648 2212983

(*) Em razdo da 4rea exaurida.

A Companhia efetuou, na data-base de 31 de outubro de 2005, nova reavaliagéo de parte
substancial de seu ativo industrial, com base em laudo de avaliagédo emitido por avaliador
independente, o qual foi aprovado por Assembléia Geral Extraordinéria dos acionistas rea-
lizada em 21 de dezembro de 2005. A contabilizacdo dessa reavaliacao foi efetuada em 31
de dezembro de 2005 deduzida da depreciacéo entre a data-base do laudo e a data da
contabilizacdo, e levou em considerac@o a recuperacao do valor total destes ativos nas
operagdes futuras da Companhia. A reavaliacdo foi acompanhada de revisdo da vida (til
remanescente dos ativos.

A partir de 01 de janeiro de 2006, a Companhia alterou 0 método de depreciacdo do imo-
bilizado que passou a utilizar o método de depreciacao linear para todo o ativo imobilizado
(até 31 de dezembro de 2005 utilizava método das unidades produzidas para os itens dire-
tamente relacionados as dreas produtivas e método linear para os restantes).

Por se tratarem de mudancas de estimativas contébeis, a revisao da vida Util remanescente
dos ativos e a mudanga do método de depreciagéo foram feitas de forma prospectiva cujos
efeitos irdo impactar os resultados correntes e futuros a partir da data da mudanca. O efeito
no valor dos encargos de depreciacao anual em fungdo da mudanga do método de depre-
ciacdo, mudanca de vida Util e reavaliacdo ocorrida em 31 de dezembro de 2005, de forma
conjugada, foi um aumento de R$35.021 em relagdo ao exercicio anterior (antes dos
efeitos tributarios).
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DD 13 - Property, plant and equipment

Consolidated Parent Company
31/12/06 31/12/05 31/12/06  31/12/05]| Useful life
Cost Depreciation Net Net Cost Depreciation Net Net (in years)
In operation
Buildings and installations 875,416 (277586) 597830 626,146| 834,115 (266,737) 567378 608,824 15
Industrial equipment and
distribution systems 2,412,121 (956,047) = 1,456,074 1,629226| 2,366,720 (932,760) | 1,433,960 1,508,799 15
Furniture, fixtures and tools 40,526 (26,102) 14,424 9,652 36,614 (23,549) 13,065 8,621 10
Vehicles 3,194 2,221) 973 994 2,540 (1,735) 805 893 5
Hardware 16,831 (6,936) 9,895 5,881 14,624 (5,883) 8,741 5,053 5
Reforestation 241,982 (133,428) 108,654 91,314 434 - 434 434 ®
Other 12,368 (5,249) 7119 7167 10,581 (4,546) 6,035 6,022 13
3,602,438 | (1,407570) = 2,194,868 2,270,380 | 3,265,628  (1,235210) | 2,030,418 2,138,546
Land 10,475 - 10,475 9,435 6,324 - 6,324 6,330
Advances to suppliers 15,765 - 15,765 2,481 15,245 - 15,245 2,042
Construction in progress 91,815 - 91,8156 75,298 88,317 - 88,317 65,727
Imports in transit 2,037 - 2,037 338 344 - 344 338
120,092 - 120,092 87552| 110,230 - 110,230 74,437
3,722,629 (1,407570) | 2314960 | 2,357932| 3,375,858 | (1,235210) 2,140,648 2212983

(*) Because of the depleted area.

At October 31, 2005, the Company revalued a substantial part of its industrial assets
based on an appraisal report issued by an independent appraiser, approved at the
Extraordinary General Meeting of stockholders held on December 21, 2005. The re-eva-
luation was recorded on December 31, 2005, minus the depreciation between the
report's base date and the date the revaluation was recorded, and took into consideration
the recovery of the total value of these assets in future Company operations. The re-eva-
luation was performed alongside a review of the remaining useful life of the assets.

As from January 01, 2006 the Company changed the depreciation method used for
the property, plant and equipment and began using the straight-line depreciation
method for the entire property, plant and equipment (up to December 31, 2005 it used
the units produced method for the items directly related to the production areas and
the straight-line method for the remaining items).

As this is a change to accounting estimates, the review of the remaining useful life of
the assets and the change to the depreciation method were made prospectively, the
effects of which shall influence the current and future income as from the date of
change. The effect on the value of the annual depreciation charges according to the
change to the depreciation method, changed useful life and re-evaluation performed on
December 31, 2005 jointly, was an increase of R$35,021 on the prior year (before the
tax effects).
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O valor contdbil dos bens reavaliados em 31 de dezembro de 2005 passou de R$
1.531.342 para R$2.123.408, representando um acréscimo de R$592.066 no ativo imo-
bilizado e R$390.764 na Reserva de Reavaliagdo no Patriménio Liquido, liquido dos efeitos
tributdrios.

Em 31 de dezembro de 2006, o saldo de reavaliagdo registrado no Ativo Imobilizado é de
R$1.071.213 (R$771.942 em 2005) e inclui reflexos das reavaliacdes anteriores, rea-
lizadas em 1999 e 2001. O efeito no resultado do exercicio de 2006, decorrente da depre-
ciacdo do saldo reavaliado, € uma despesa liquida dos efeitos tributdrios de R$64.942
(R$45.256 em 2005).

A realizacao da reserva de reavaliacao, liquida dos efeitos tributarios, € considerada para fins
de célculo dos dividendos da Companhia conforme demonstrado na nota explicativa 19.

Em 31 de dezembro de 2006, a Companhia possuia terrenos, edificacdes e equipamentos
dados em garantia principalmente para financiamentos, no montante de R$672.210
(R$632.732 em 2005).

DD 14 - Financiamentos

Taxa média anual ponderada
de juros e comissoes (%) Consolidado Controladora
2006 2005 2006 2005 2006 2005
Moeda estrangeira (a)
Pré-pagamento 994 8,47 245,119 596.824 245,119 596.824
Financiamento de ativo imobilizado 5,67 732 61.548 76.480 61.548 76.480
Hedge de niquel (b) 6,36 5.395 14.367 5.395 14.367
312.062 687671 312.062 687671
Moeda nacional
Financiamento de ativo imobilizado 10,63 10,99 182.872 88.270 181.229 86.585
Capital de giro e outros 13,44 19,71 259 37196 259 30.831
183.131 125.466 181.488 117416
495.193 813.137 493,550 805.087
Circulante (198.088) (379.086) (197.794)  (371.870)
N&o circulante 297.105 434.051 295.756 433217

(a) Substancialmente em ddlares norte-americanos.
(b) Operacgéo de hedge - Preco da tonelada do niquel no fim de cada més (Ver Nota explicativa 21) e "swap".
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The book value of the revalued assets at December 31, 2005 increased from
R$1,631,342 to R$2,123,408, representing an increase of R$592,066 in property,
plant and equipment and R$390,764 in the Revaluation Reserve in Stockholders'
Equity, net of tax effects.

At December 31, 2006, the balance of the revaluation recorded in the property, plant
and equipment was R$1,071,213 (R$771,942 in 2005) and included the effects of
prior revaluations, performed in 1999 and 2001. The effect on the statement of income
in 2006 deriving from depreciation of the revalued balance is an expense net of tax
effects of R$64,942 (R$45,256 in 2005).

Realization of the revaluation reserve, net of tax effects, is considered for the purpose
of calculating the Company's dividends as demonstrated in note 19.

At December 31, 2006, the Company had land, buildings and equipment given as gua-
rantee mainly of financing loans to the amount of R$672,210 (R$632,732 in 2005).

IDD 14 - Loans and financing

Annual weighted average
interest and commissions (%) Consolidated Parent Company

Foreign currency (a)

Prepayments 9.94 8.47 245,119 596,824 245,119 596,824
For property, plant and equipment 5.67 732 61,648 76,480 61,648 76,480
Nickel hedge (b) 6.36 5395 14,367 5395 14,367

312,062 687671 312,062 687671

Local currency
For property, plant and equipment 10.53 10.99 182,872 88270 181,229 86,685
For working capital and other 13.44 19.71 259 37,196 259 30,831
183,131 125,466 181,488 117416

495,193 813,137 4935650 805,087

Current (198,088) (379,086) (197794)  (371,870)

Noncurrent assets 297,105 434,051 295,756 433217

(a) Mainly in U.S. dollars.
(b) Hedge transaction - Price of the ton of nickel at the end of each month (See Note 21) and "swap".
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Os financiamentos estdo sujeitos a variagdo cambial ou atualizagdo monetdria segundo
indices ou taxas oficiais e sdo garantidos parcialmente por equipamentos (ver nota explica-
tiva 13).

A Companhia possui contratos de empréstimos e financiamentos que inclui condicionantes
("covenants") vinculados & manutencéo de indices de endividamento, de volume de despe-
sa financeira e geracao de caixa, os quais foram atendidos em 31 de dezembro de 2006.

Pré-pagamento de exportagéo estruturado - Em dezembro de 2003, a Companhia concluiu
com um sindicato de bancos, operagao de pré-pagamento de exportacao estruturado no
valor original de R$360.738, equivalentes a US$125 milhdes, a serem pagos em 24 meses,
com caréncia de um ano, a taxa da libor mensal mais 4,35% ao ano. Paralelamente, a
Companhia através de contrato especifico, fez "swap" da taxa da libor indexando-a a taxa
fixa de 2,20% ao ano. A liquidacéo financeira da diferenca entre tais taxas (contratada ver-
sus "swap") é efetuada em base mensal. O saldo da operacéo de "swap" é de R$28 em
31 de dezembro de 2006 (R$543 em 2005). A operagéo era garantida por nota promis-
séria e aval da Acesita SA. e obrigava a Companhia & observancia de condicionantes
("covenants") vinculados a indices de endividamento, volume de despesa financeira e ge-
racdo de caixa e ao direcionamento das exportacdes para clientes do Grupo Arcelor através
de sua controlada Acesita Export and Trade - AET. Parcelas desses recebiveis garantiam
os pagamentos mensais. A operacao foi liquidada em dezembro de 2006 (saldo a pagar de
R$146.294 em 31 de dezembro de 2005).

A parcela classificada como néo circulante tem a seguinte composicao, por ano de venci-
mento:

Consolidado Controladora

ANOS 2006 2005 2006 2005
2007 = 189.093 = 188.443
2008 55.039 71.612 54.270 71.428
2009 94.837 100.5609 94520 100.5609
2010 58.204 53.124 57941 53.124
2011 42,654 19.713 42,654 19.713
2012 23.987 = 23.987 =
2013 22.186 = 22.186
2014 198 = 198

297.105 434.051 295.766 433217

Todos os contratos de pré-pagamento de exportagdo tém como garantias cedidas
notas promissérias no valor total da operagao em moeda estrangeira.
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The loans and financing are subject to exchange variance or monetary restatement

based on official rates or indexes and are partially guaranteed by equipment (see
note 13).

The Company has loans and financing contracts which include covenants requiring the
maintenance of indebtedness ratios and volumes of financial expenses and cash ge-
neration, which were being performed as of December 31, 2006.

Structured prepayment of exports - In December 2003, the Company concluded,
together with a banking syndicate, a structured prepayment of exports of R$ 360,738,
equivalent to US$ 125 million, to be paid over 24 months, with a grace period of one
year, subject to monthly LIBOR plus 4.35% p.a. At the same time, the Company,
through a specific contract, made a swap of the LIBOR rate indexing it to the fixed rate
of 2.20% p.a. The financial settlement of the difference between these rates (contrac-
ted versus swap) is made monthly. At December 31, 2006 the balance of the swap
transaction is R$28 (R$543 in 2005). The transaction was guaranteed by a promis-
sory note and collateral of Acesita SA. and obliged the Company to comply with
covenants linked to indebtedness ratios, volume of financial expenses and cash ge-
neration and directing exports to customers of the Arcelor Group through the subsi-
diary Acesita Export and Trade Ltd. - AET. These receivables guaranteed the monthly
payments. The transaction was settled in December 2006 (payable balance of R$
146,294 as of December 31, 2005).

The non-current portion is broken down as follows, by year of maturity:

Consolidated Parent Company

2007 - 189,093 - 188,443
2008 55,039 71612 54,270 71,428
2009 94,837 100,609 94,620 100,609
2010 58,204 53,124 57941 53,124
2011 42,664 19,713 42,654 19,713
2012 23,987 - 23,987 -
2013 22,186 - 22,186 -
2014 198 - 198 -

297,105 434,051 295,756 433217

All the export prepayment contracts are guaranteed by promissory notes awarded to
the total amount of the foreign currency transaction.
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DD 15 - Impostos e contribuicées - Passivo

Consolidado Controladora

2006 2005 2006 2005

Imposto de Renda e contribui¢ao
social diferidos 399.466 422467 364.213 397667

Imposto de Renda retido na fonte 2011 1.602 1.811 1413
IRPJ e CSLL a recolher 808 b7 = =
COFINS 3615 3.468 2918 3276
ICMS e IPI 13.223 7.352 12117 6.706
Outros 8.791 5.182 9.097 4.624

427914 440.028 390.156 413686
Circulante (60.807) (564.071) (57.397) (52.5629)
N&o circulante 367107 385.957 332.769 361.157

O saldo do Imposto de Renda e contribuicdo social diferidos refere-se substancialmente a
impostos sobre a reserva de reavaliagdo, cuja realizagdo se dara pela depreciagdo ou baixa
dos bens reavaliados.

DD 16 - Provisao para reestruturacao

Refere-se ao Programa de Desligamento Voluntério - PDV, destinado exclusivamente aos
empregados aposentados pela Previdéncia oficial ou em vias de se aposentar. Com base
nos funciondrios que aderiram ao programa, a Companhia constituiu provisdo durante o
exercicio de 2006, para os gastos com indenizacao, beneficios e outras despesas associ-
adas ao programa, cujo saldo em 31 de dezembro de 2006 montava R$14.268.

DD 17 - Impostos e contribuicoes em juizo

Consolidado Controladora

2006 2005 2006 2005
Imposto de Renda 16.178 16.300 16.940 15.371
Contribuicao social 2.329 2.400 2.203 2.094
PIS - 45,671 - 45.671
INSS de auténomos 1.289 1.289 1.289 1.289
Outros 1.761 850 525 489

21.557 66.510 19.957 64914
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IDD 15 - Taxes and social contributions - Liabilities

Consolidated Parent Company

Deferred income and social
contribution taxes

Income tax withheld at source

IRPJ and CSLL payable

COFINS

ICMS and IPI

Other

Current

Noncurrent liabilities

The balance of deferred income and social contribution taxes basically refers to taxes on
the revaluation reserve, the realization of which will occur through the depreciation or dis-
posal of the revalued assets.

IDD 16 - Provision for reorganization

This refers to the Voluntary Redundancy Program - PDV, only intended for workers who
have retired on official government pensions or are about to retire. Based on the number of
employees who have acceded to the program, the Company made a provision of 2006 for
expenses incurred on indemnification, benefits and other expenses associated with the pro-

399,466 422,467 364,213 397,667
2,011 1,602 1,811 1,413
808 57 - -
3,615 3,468 2918 3,276
13,223 7352 12,117 6,706
8,791 5,182 9,097 4,624
427914 440,028 390,156 413,686
(60,807) (564,071) (57,397) (52,529)
367,107 385,957 332,759 361,167

gram. The balance as of December 31, 2006 amounted to R$14,268.

IDD 17 - Taxes and contributions in litigation

Consolidated Parent Company

Income tax

Social contribution taxes

PIS

National Institute of Social Security INSS)
(independent contractors)

Other

16,178 16,300 15,940 15,371
2,329 2,400 2,203 2,094
- 45,671 - 45,671

1,289 1,289 1,289 1,289
1761 850 525 489
21,667 66,510 19,957 64914

Acesita. Present in the future.
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A movimentagdo de impostos e contribuicbes em juizo em 31 de dezembro de 2006
e 2005 foi a seguinte:

Consolidado Controladora
2006 2005
Saldo em 31 dezembro de 2005 66.510 64.914
Adicdes (incluindo variacdes monetarias) 2.063 2.059
Baixas (47016) (47016)
Saldo em 31 de dezembro de 2006 21.657 19.957

Essas acOes envolvem os seguintes principais assuntos:

* Imposto de Renda e contribuigdo social sobre lucros - Refere-se a diferenga, deposita-
da judicialmente, entre a compensacao de lucros tributaveis com prejuizos acumulados
corrigidos pelos efeitos inflacionarios do Plano Verdo, sem o limitador de 30% e os
critérios definidos pela legislacao tributéria vigente, ora questionada. Em 2004, indepen-
dentemente da discussao judicial em curso, a Companhia optou por efetuar o recolhi-
mento normal diretamente, aos cofres publicos da Unido, do Imposto de Renda e da con-
tribuicdo social apurados no corrente exercicio ao invés do recolhimento via depdsito
judicial. O depésito judicial referente a esta agdo monta R$28.446 em 31 de dezembro
de 2006 (R$27.045 em 2005).

Depois de diversas tramitagdes na Justica, em julho de 2005 foi publicada deciséo do
Superior Tribunal de Justica - STJ confirmando de forma definitiva o direito da Companhia
de utilizar o indice de 51,73%, para recompor os efeitos inflacionarios de janeiro e fevereiro
de 1989, oriundos do Plano Verao. Nesse sentido, em 18 de agosto de 2005 a discussao
nesta alcada transitou em julgado e os autos foram remetidos em 29 de agosto de 2005 a
outro tribunal, o Supremo Tribunal Federal - STF, no qual a Companhia ainda possuia um
recurso em andamento. Considerando o transito em julgado obtido no STJ, e a auséncia de
qualquer recurso da Unido Federal, em setembro de 2005, a Companhia protocolou no STF
desisténcia de seu recurso naquele tribunal e reverteu ao resultado do trimestre findo em 30
de setembro de 2005 a provis@o entao constituida. Estdo em andamento os tramites para
levantamento do depdsito judicial no valor aproximado de R$38.122 (R$37.367 em 2005).
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The changes to income and social contribution taxes in litigation as of December 31,
2006 and 2005 were the following:

Consolidated Parent Company

Balance at December 31, 2005 66,510 64914
Additions (including monetary variation) 2,063 2,059
Write-offs (47016) (47016)
Balance at December 31, 2006 21,557 19,957

These lawsuits involve the following main matters:

* Income and social contribution taxes on net income - Refers to the difference,
deposited in court, between taxable income offset against accumulated losses resta-
ted by the inflationary effects of the Summer Plan, without observing the 30% annual
limit, and the criteria defined by tax legislation, which is being contested. In 2004,
regardless of the litigation in process, the Company opted to pay income tax and social
contributions determined in this financial year directly to the government, instead of
payment via judicial deposit. The judicial deposit referring to this lawsuit was R$28,446
as of December 31, 2006 (R$27,045 in 2005).

After several actions, the decision of the High Court of Justice was published in July
2005, definitively giving the Company the right to apply the 51.73% rate to recover the
inflationary effects related to January and February 1989, arising from the Summer
Plan. Accordingly, on August 18, 2005, the Company obtained a final and unappea-
lable decision at this judicial level and on August 29, 2005 the Court's records were
entrusted to another court, the Federal Supreme Court - STF, in which the Company
has proceedings in progress. Considering the final and unappealable decision obtained
in the High Court of Justice, as well as the lack of any appeal by the Federal
Government, in September 2005, the Company filed with the Supreme Court its dis-
continuance of this action and reversed to the income statement of the quarter ended
September 30, 2005 the provision then constituted. The actions to release the judicial
deposits totaling approximately R$38,122 (R$37,367 in 2005) are in progress.
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O éxito judicial obtido traz como consequéncia a correg@o apenas para fins fiscais de seu
ativo imobilizado, gerando créditos tributérios adicionais de Imposto de Renda e con-
tribuicdo social pela depreciacéo ou baixa dos bens do ativo imobilizado existentes & época
do Plano Verdao (Janeiro e Fevereiro de 1989), no montante de R$124.697. Desse mon-
tante, R$27.268 refere-se a reverséo ja efetuada no exercicio 2005 da provisdo para
Imposto de Renda e contribui¢do social relativa aos créditos ja utilizados; o total de
R$65.166 refere-se ao saldo de prejuizo fiscal e base negativa de contribuicdo social que
serdo compensados com lucro tributavel futuro; e os R$32.263 remanescentes seréo apro-
priados ao resultado na medida da efetiva realizacdo (depreciacéo ou baixa) do ativo per-
manente sujeito aos efeitos do Plano Verao, dos quais R$2.421 foram apropriados no exer-
cicio de 2006 (R$6.291 em 2005).

* Programa de Integracéo Social (PIS) - Valor referente a discusséo quanto a corre¢éo do
valor do PIS calculado em base semestral, apurados durante a vigéncia dos Decretos-Lei
2445/88 e 2449/88. Em 1995, quando da propositura da agao pela Companhia, optou-
se pelo depdsito judicial das parcelas a vencer do PIS, de forma a garantir o crédito tri-
butario, em caso de éxito na acdo. Com a vitéria obtida (ver nota explicativa 8), em outubro
de 2005, a Companhia optou por solicitar em juizo a converséo dos depdsitos judiciais em
renda da Unido, em contrapartida ao saldo passivo existente. Durante o terceiro trimestre
de 2006, a Companhia obteve autorizacéo da Justica para converséo dos depdsitos judici-
ais em rendas da Unido no valor de R$47.016 e desta forma a Companhia baixou a pro-
visdo com o saldo de depdsito judicial existentes (mesmos valores).

Outras questdes envolvendo impostos e contribuicdes em juizo

Lei 9.718/98 - Desisténcia de demanda judicial - Em novembro de 2002, a Companhia
protocolou no tribunal competente pedido de desisténcia do processo relativo ao alarga-
mento da base de célculo do PIS e da COFINS, além de majoragéo da aliquota da COFINS,
introduzida pela Lei 9.718/98, por entender, a época, tratar-se de acao de progndstico des-
favordvel, contrapondo a provisdo anteriormente constituida com o saldo de depdsito judi-
cial existente, o qual foi homologado em agosto de 2003.

Em novembro de 2005, o alargamento da base de célculo do PIS e da COFINS feito pela
Lei 9.718/98 foi julgada inconstitucional pelo Supremo Tribunal Federal. Em virtude do
resultado deste julgamento, a Companhia imediatamente ajuizou agéo rescisdria visando
desconstituir a decisao transitada em julgado referida anteriormente.
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The favorable decision results in the adjustments, solely for tax purposes, of the pro-
perty, plant and equipment, generating additional deductions for income tax and social
contribution purposes due to the depreciation or sale of assets existing during the
Summer Plan (January and February 1989), to the amount of R$124,697. Of this
amount, R$27,268 refers to the reversal already performed in 2005 of the provision for
income tax and social contribution related to the credits already used; the total of
R$65,166 refers to the balance of tax loss carryforwards to be offset against future
taxable income; and the remaining R$32,263 will be appropriated to the results upon
effective realization (depreciation or offsetting) of permanent assets subject to the
Summer Plan effects, of which R$2,421 was appropriated in the 2006 financial year
(R$6,291 in 2005).

* Social Integration Program (PIS) - Refers to the restatement of PIS calculated on a
semiannual basis, determined while Decree-Laws 2445/88 and 2449/88 were in
effect. In 1995, when the action was filed, the Company opted to effect judicial deposits
of the PIS installments not yet due, in order to assure the tax credit in the case of a
favorable outcome. In view of the favorable outcome obtained by the Company (see
Note 8), in October 2005, the Company decided to apply to the courts for the utilization
of the judicial deposits in settlement of existing related balance of liabilities. In the third
quarter of 2006, the Company was authorized by the Courts to convert the judicial
deposits into Government income to the amount of R$47,016. The Company accordin-
gly wrote off the provision against the existing court deposit balance (same amounts).

Other matters involving taxes and contributions in litigation

Law 9718/98 - Discontinuance of an action - In November 2002, the Company filed
with the appropriate court its withdrawal from the action related to the PIS and COFINS
calculation basis extension, in addition to the COFINS rate increase, introduced by Law
9718/98, since at that time the Company was expecting an unfavorable decision. The
provision previously constituted was compensated against the existing judicial deposit
balance. The process was approved in August 2003.

In November 2005, the PIS and COFINS calculation basis extension introduced by
Law 9718798 was ruled unconstitutional by the Federal Supreme Court. As a result of
this ruling, the Company immediately filed a rescissory action seeking to overturn the
aforesaid final and unappealable decision.
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Em fevereiro de 2006, foi expedido alvara para levantamento parcial dos valores deposi-
tados judicialmente. Os valores levantados e creditados para a Companhia no valor de
R$9.441 divergem dos controles da Companhia que montam depdsitos no montante de
R$13.682. Diante desta divergéncia, os assessores juridicos da Companhia ja tomaram
as providéncias necessarias junto ao Juiz da causa e a Caixa Econdmica Federal para
resguardar o direito da Companhia ao respectivo ativo remanescente.

DD 18 - Provisdo para contingéncias

A Companhia e suas controladas séo parte em agdes judiciais e processos administrativos
perante varios tribunais e 6rgédos governamentais, oriundos do curso normal de operacoes,
envolvendo questdes tributarias, trabalhistas e aspectos civeis.

A Administracdo, com base em informacdes de seus assessores legais, andlise de acdes
judiciais pendentes e, quanto as acdes trabalhistas, com base nas experiéncias anteriores
referentes as quantias reivindicadas, constituiu provisdo em montante considerado sufi-
ciente para cobrir as perdas avaliadas como provéveis com as agcdes em curso, Como segue:

Consolidado Controladora
2006 2005 2006 2005
Acbes tributdrias e previdencidrias 46.468 38.663 46.468 38498
Acdes trabalhistas 58878 14.083 57220 11.797
Acdes civeis 16.615 15.600 13.839 14.975
120.961 68.346 1175627 65.270
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In February 2006, a court order was issued to partially determine the amounts placed in
a court deposit. The amounts determined and credited to the Company of R$9,441 dif-
fer from the Company's figures which state deposits of R$13,582. Because of this dif-
ference the Company's legal advisors have performed the measures required with the
presiding court and the Federal Savings and Loan Bank, to safeguard the Company's
right to the respective remaining amount.

IDD 18 - Provision for contingencies

The Company and its subsidiaries are party to tax, labor, and civil lawsuits and admi-
nistrative proceedings arising in the ordinary course of business, before various courts
and government agencies.

Based on information provided by its legal advisers, the analysis of pending judicial law-
suits and past experience in labor claims, Management has made a provision deemed
sufficient to cover the losses estimated from the lawsuits in progress, as follows:

Consolidated Parent Company

Taxes and social security 46,468 38,663 46,468 38,498
Labor claims 58,878 14,083 57220 11,797
Civil claims 15615 15,600 13,839 14,975

120,961 68,346 1175627 65,270
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A movimentacéo das provisdes para contingéncias em 31 de dezembro de 2006 e
2005 foi a seguinte:

Consolidado
Tributérias e
previdencidrias Trabalhistas Civeis Total
Saldo em 31 de dezembro de 2005 38.663 14.083 16.600 68.346
Adicdes (incluindo variacdes monetarias) 33973 48.138 5.388 87499
Baixas (26.168) (3.998) (4.718) (34.884)
Transferéncias - 655 (655) -
Saldo em 31 de dezembro de 2006 46.468 58.878 15.615 120.961
Controladora
Tributérias e
previdencidrias Trabalhistas Civeis Total
Saldo em 31 de dezembro de 2005 38.498 11.797 14975 65.270
Adicdes (incluindo variacdes monetarias) 33.923 46,756 4137 84.816
Baixas (25.953) (2.998) (3.608) (32.659)
Transferéncias - 1.665 (1.665) =
Saldo em 31 de dezembro de 2006 46.468 57.220 13.839 117527

Essas provisdes sao relativas aos seguintes principais assuntos:
Acodes tributarias e previdenciarias

* Contribuicdo Social sobre Lucros - Refere-se a discussao judicial do valor de honorarios
de sucumbéncia de agdo referente a contribuicdo social j& encerrada, estimada em
R$3.961 (R$3.303 em 2005).

* Imposto sobre Circulacdo de Mercadorias e Servicos (ICMS) - Refere-se substancial-
mente a provisdo para fazer face a defesa pela Companhia de varios processos movidos
pelo fisco estadual envolvendo a discussao sobre o aproveitamento de créditos sobre pro-
dutos considerados intermedidrios pela Companhia e entendidos como de uso e consumo
pela outra parte e questdes envolvendo responsabilidade solidéria de ICMS em operacoes
entre a Companhia com seus fornecedores. Em 31 de dezembro de 2006, a proviséo cons-
tituida monta a R$30.452 (R$17.382 em 2005).
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The changes to the provisions for contingencies as of December 31, 2006 and 2005
were as follows:

Consolidated

Balance at December 31, 2005 38,663 14,083 15,600 68,346
Additions (including monetary variation) 33,973 48,138 5,388 87499
Write-offs (26,168) (3,998) (4,7118) (34,884)
Transfers - 655 (655) -

Balance at December 31, 2006 46,468 58,878 15,615 120,961

Parent Company

Balance at December 31, 2005 38,498 11,797 14,975 65,270
Additions (including monetary variation) 33,923 46,756 4,137 84,816
Write-offs (25,953) (2,998) (3,608) (32,559)
Transfers - 1,665 (1,665) -

Balance at December 31, 2006 46,468 57,220 13,839 117527

These provisions involve the following major issues:
Taxes and social security

+ Social Contribution on Net Income - Refers to litigation on legal fee awards in respect
of a lawsuit previously settled, estimated at R$3,961 (R$3,303 in 2005).

* Value Added Tax on Sales and Services (ICMS) - Refers substantially to a provision
to cover possible losses from various lawsuits filed by State tax authorities against the
Company involving a dispute on the use of credits on goods considered to be used in
production by the Company and understood by the tax authorities to be for use and
consumption by another party and issues involving joint liability for ICMS on transac-
tions between the Company and its suppliers. At December 31, 2006 the provision
made amounted to R$30,452 (R$17,382 in 2005).
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* Instituto Nacional de Seguridade Social (INSS) - Refere-se a provisao para fazer face a
notificacdes do INSS referentes a discussdo sobre retencdes de contribuicdo previden-
cidria sobre servicos prestados por terceiros. Em 31 de dezembro de 2006, a provisdo
constituida monta @ R$3.119 (R$10.340 em 2005).

* Qutras tributérias - Referem-se basicamente a provisao para discusséo sobre taxas com-
pulsérias, majoragao de tarifas de érgdos publicos e assemelhados, totalizando proviséo de
R$8.936 (R$7.473 em 2005).

Acoes trabalhistas

* A Companhia é ré em diversas demandas de natureza trabalhista, incluindo danos morais,
materiais e estéticos. A provisdo para fazer face a eventual desfecho desfavoravel é consti-
tuida individualmente, considerando o progndstico de perda dos assessores juridicos da
Companhia. Inclui nestas agoes, proviséo para fazer face a discusséo sobre o intervalo intra-
jornada para repouso e alimentagéo no valor de R$45.000.

Acoes civeis

* A Companhia se defende de diversos processos de natureza civel, incluindo danos morais,
materiais e estéticos, questdes imobilidrias e possessorias, dentre outras.

A Companhia também é ré em outras acdes, estimadas em R$166.204 (R$178.107 em
2005) conforme detalhado no quadro abaixo:

Consolidado Controladora
2006 2005 2006 2005
Agdes tributérias e previdencidrias 141.846 151.892 140.377 1560.812
Acoes trabalhistas 6.103 5.706 6.103 5.706
Acoes civeis 20.978 22.357 19.724 21.589
168.927 179.955 166.204 178.107
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« National Social Security Institute (INSS) - Refers to the provision for INSS assessments
relating to disputes about amounts of social security contributions withheld on services
rendered by third parties. At December 31, 2006, the provision made amounted to
R$3,119 (R$10,340 in 2005).

* Other taxes - Refers basically to the provision for litigation regarding compulsory
charges, increase in rates regulated by government agencies and similar entities, tota-
ling R$8,936 (R$7,473 in 2005).

Labor claims

* The Company is the defendant in various labor claims, including moral, physical and
aesthetical damages. The provision to cover possible unfavorable outcomes is recor-
ded on an individual basis considering the opinion of the legal advisors as to a possi-
ble or probable loss. These claims include a provision to cover the dispute about the
interday break for rest and meals to the amount of R$45,000.

Civil claims

* The Company is the defendant in various civil lawsuits, including moral, physical and
aesthetical damages, property and possession actions, among others.

The Company also is the defendant in other disputes, estimated at R$166,204
(R$178,107 in 2005), as shown below:

Consolidated Parent Company

Taxes and social security 141,846 151,892 140,377 150,812
Labor claims 6,103 5706 6,103 5,706
Civil claims 20,978 22,357 19,724 21,589

168,927 179,956 166,204 178,107




Acesita. Presente no futuro.

186

HHH Notas explicativas da administragéo
as demonstragcdes contabeis

Com base no entendimento de seus consultores juridicos, cujo prognéstico de desfecho é
de risco possivel, a Companhia ndo constitui provisdo para essas agoes. As agdes tribu-
térias e previdencidrias referem-se em sua maioria a questoes envolvendo ICMS e INSS.

Dentre as referidas agoes, as mais relevantes sao relativas ao ICMS sobre as operagoes de
Drawback no montante estimado de R$40.553 (R$38.006 em 2005) e relativas a autu-
acoes, pelo Instituto Nacional de Seguridade Social - INSS, referentes ao néao recolhimen-
to de SAT adicional nas atividades sujeitas & aposentadoria especial de empregados no
valor estimado de R$27993 (R$25.196 em 2005).

No terceiro trimestre de 2005, foi impetrada agdo popular contra a Companhia e a
Prefeitura Municipal de Timéteo, municipio onde se localiza seu parque industrial (usina), no
montante de R$55.000, onde estd sendo questionado o valor do Imposto sobre
Propriedade Territorial Urbana - IPTU negociado entre a Companhia e aquele municipio.
Com base na opinido amplamente favordvel de seus consultores juridicos quanto ao desfe-
cho dessa agao (risco remoto), a administragédo da Companhia optou por ndo constituir pro-
visdo para essa demanda.

Adicionalmente, a Companhia vem discutindo e obtendo vitérias em agdes movidas pela
Secretaria Estadual da Fazenda de Minas Gerais, onde estd sendo questionado o ICMS
sobre exportagé@o de produtos considerados pelo fisco estadual como semi-elaborados e
que totalizam cerca de R$150.000. Face ao entendimento de seus consultores juridicos
quanto ao desfecho favoravel dessas agoes, desde a época do recebimento dos Autos de
Infracdo, corroborado pelas sucessivas vitérias da Companhia em diversas instancias judi-
ciais e, em especial a recente e amplamente divulgada decisdo do Supremo Tribunal de

Justica - STJ, confirmando tratar-se de coisa ja julgada favoravelmente a Companhia, a
administrac@o optou por ndo constituir proviséo para essas agoes.

Em dezembro de 2005, a Companhia recebeu Auto de Infragdo no valor total de R$
232.152 ao qual é questionado, substancialmente, o procedimento de tributacao do Pro-
grama de Integracdo Social (PIS) e da Contribuicdo Social para financiamento da Segu-
ridade Social (COFINS) sobre a variagdo cambial. Em janeiro de 2006, a Empresa interpds
junto & Receita Federal, Inpugnacao ao Auto de Infracdo o qual aguarda decisao. Baseada
na opinido de seus consultores juridicos, a Companhia classifica como provavel suas
chances de éxito e, desta forma, ndo constituiu proviséo.
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Based on its legal advisors' understanding that defeat in these lawsuits is a possible risk,
the Company has not made a provision for these actions. In the main, the tax and social
security actions refer to matters involving ICMS and INSS.

The most important of these claims relate to the ICMS on Drawback operations to the esti-
mated amount of R$40,553 (R$38,006 in 2005) and relate to assessments issued by the
National Social Security Institute - INSS referring to the non-payment of additional SAT on
activities subject to special retirement of employees to the estimated amount of R$27,993
(R$25,196 in 2005).

During the third quarter of 2005, a class action was filed against the Company and the
Timéteo Municipal Government, where the Company's plant is located, to the amount of
R$55,000, contesting the Municipal Real State Tax (IPTU) negotiated between the
Company and this Municipality. Based on the opinion of its legal advisors that there are
very good chances of a favorable decision, the Company decided not to make a provi-
sion for this action.

The Company has also been involved in litigation and obtaining favorable decisions in law-
suits filed by the State Finance Office of Minas Gerais, contesting the ICMS on exports of
goods considered to be semi-finished by the state tax authorities, totaling approximately
R$150,000. The Company's legal advisors have believed, ever since the receipt of the tax
assessment notices, that there will be a favorable outcome to these lawsuits and this has
been corroborated by the successive favorable judgments obtained by the Company in va-
rious legal instances, especially in the widely disclosed STJ decision confirming that the
matter has been judged in the Company's favor. Consequently, management has decided
not to record a provision for these lawsuits.

In December 2005, the Company received a Tax Assessment to the total amount of
R$232,1562 which mainly contests the taxation procedure of the Social Integration
Program (PIS) and the Tax for Social Security Financing (COFINS) on exchange va-
riance. In January 2006 the company filed a Contestation of the Tax Assessment before
the Federal Inland Revenue Office and is awaiting a decision. Based on the opinion of
its legal advisors, the Company rates its chances of success as probable and has not
therefore made a provision.
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DD 19 - Patriménio liquido
(a) Capital social

O capital social subscrito e integralizado é como segue:

Acbes ordinarias 24.900.865
Acbdes preferenciais 49.647512

74548377
Acdes em tesouraria (*) (254.391)
Total de acoes 74.293.986

(*) Ver Nota explicativa 19 (d)

A Companhia estd autorizada a aumentar o capital social, independentemente de refor-
ma estatutdria, em até 80.000.000 acdes, sendo 26.666.667 acdes ordinérias e
53.333.333 agdes preferenciais, por deliberagdo do Conselho de Administracéo e nas
condigoes deliberadas por aquele érgao.

Em Assembléia Geral Extraordinéria - AGE, realizada em 15 de dezembro de 2006, os
acionistas aprovaram a capitalizagdo de parcela da Reserva de Lucros no montante de
R$350.000 elevando o Capital Social da Companhia de R$901.921 para R$1.251.922
sem emissao de novas acoes.

* American Depositary Receipts - ADRs

A Companhia possui dois programas de ADRs no mercado de balcdo (Nivel 1) dos
Estados Unidos negociados na proporgdo de dois ADRs para cada 1 (uma) agéo de
emissao da Companhia, observadas as duas espécies, ordinérias e preferenciais.

A Companhia solicitou o cancelamento do programa em 27 de dezembro de 2006.
Durante o prazo de 1 ano contado da data do término dos Contratos de Depdsito firma-
dos com o The Bank of New York (BONY), os detentores de ADRs que entregarem seus
certificados de ADRs e pagarem as taxas aplicaveis ao BONY, terdo seus certificados
cancelados e receberdo acdes da Acesita para convers@o ou venda. Decorrido o prazo
de 1 (um) ano da data do término dos Contratos de Depdsito, o BONY poderé vender
as acoes da Acesita que remanescerem depositadas e reter os valores liquidos decor-
rentes dessa venda, em beneficio desses titulares.

O BONY n&o mais (i) registrard transferéncias de ADRSs; (ii) distribuird dividendos aos
titulares remanescentes de ADRs; (iii) emitird qualquer notificagao ou (iv) realizara qual-
quer outro ato com base nos Contratos de Depdsito.
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IDD 19 - Equity
(a) Capital
The subscribed and paid-in capital is as follows:

Common shares 24.900.865
Preferred shares 49.647512

74548377
Treasury stock (*) (254.391)
Total shares 74.293.986

(*) See Note 19 (d)

The Company is authorized to raise its share capital, for which an amendment to the
bylaws is not required, by up to 80,000,000 shares, consisting of 26,666,667 common
shares and 53,333,333 preferred shares, by resolution of the Board of Directors and the
terms it sets.

At the Extraordinary General Meeting held December 15, 2006, the shareholders
approved the capitalization of a part of the Profits Reserve to the amount of R$350,000,
raising the Company's Capital from R$901,921 to R$1,251,922 without issuing new
shares.

* American Depositary Receipts - ADRs

The company has two ADR programs on the US over-the-counter market (Level 1) traded
at the rate of 2 ADRs to each Company share, including common and preferred shares.

The Company requested cancellation of the program on December 27, 2006. During the
one-year term commencing from the end of the Deposit Contracts executed with The
Bank of New York (BONY), ADR holders who delivered their ADR certificates and paid
the applicable fees to BONY, will have their certificates cancelled and will receive shares
in Acesita for conversion or sale. After the one-year term as from the end of the Deposit
Contracts, BONY may sell the Acesita shares which are still deposited and retain the net
proceeds deriving from the sale, in favor of the holders.

BONY will no longer (i) record ADR transfers; (ii) distribute dividends to the remaining
ADR holders; (iii) issue any notification or (iv) perform any other act based on the Deposit
Contracts.
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(b) Reservas
* Reserva Legal

E constituida & razdo de 5% do lucro liquido apurado em cada exercicio social nos termos
do art. 193 da Lei n° 6.404/76, até o limite de 20% do capital social.

* Reserva para investimentos e capital de giro

Em Assembléia Geral Extraordindria - AGE, realizada em 05 de outubro de 2004, os
acionistas aprovaram a criacao da reserva estatutéria para investimentos e capital de giro,
para a qual poderdo ser destinados até 75% do lucro liquido ajustado, na forma da legis-
lacao societdria, sem prejuizo ao direito dos acionistas em receber o dividendo minimo obri-
gatério de 25%. A finalidade dessa reserva é a de assegurar recursos para investimentos
em bens do ativo permanente ou acréscimos de capital de giro, inclusive através de amor-
tizagdes das dividas da Companhia, independentemente das retengdes de lucro vinculadas
ao orgamento de capital. Seu saldo, em conjunto com o saldo das demais reservas de
lucros, exceto as reservas para contingéncias e de lucros a realizar ndo podera ultrapassar
o capital social e podera ser utilizada (i) na absor¢ao de prejuizos fiscais; (i) na distribuicéo
de dividendos a qualquer momento; (iii) nas operacdes de resgate, reembolso ou compra
de agdes autorizadas por Lei; e (iv) na incorporacéo ao capital social, inclusive mediante
bonificacdes em acdes novas.

* Reserva de reavaliacao

Constituida em decorréncia das reavaliacdes de bens do ativo imobilizado, da controladora
e das subsidiarias e coligadas, com base em laudo de avaliacdo elaborado por peritos ava-
liadores independentes. O Imposto de Renda e a contribuicao social correspondentes estéo
classificados no passivo circulante e exigivel a longo prazo.

A reserva de reavaliagé@o esta sendo realizada por depreciagdo ou baixa dos bens reavalia-
dos contra lucros acumulados, liquida dos encargos tributarios.

(c) Dividendos e juros sobre capital préprio

As agbes preferenciais é assegurada prioridade no reembolso do capital, com prémio idén-
tico ao que for atribuido as acdes ordinérias e participacao em igualdade de condicdes com
as acgdes ordindrias nos aumentos de capital decorrentes de capitalizacdo de correcao
monetaria, reservas e de lucros.
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(b) Reserves
* Legal Reserve

Constituted at the rate of 5% of the net income determined in each financial year pursuant
to article 193 of Law 6404/76 up to the limit of 20% of the share capital.

* Reserve for investments and working capital

At the Extraordinary General Meeting held October 05, 2004, the shareholders approved
the creation of a statutory reserve for investments and working capital, to which up to 75%
of the Net Income can be allocated in accordance with corporation law, without prejudice
to the shareholders' right to receive the minimum mandatory dividend of 25%. The purpose
of this reserve is to assure funds for investments in permanent assets or working capital
additions, including by amortizing the Company's debts, regardless of the retained earnings
linked to the capital budget. The balance of this reserve, in conjunction with the balance of
the other profit reserves, not including the reserves for contingencies and unrealized pro-
fits, may not exceed the share capital and may be used. (i) to absorb tax losses; (ii) to dis-
tribute dividends at any time; (iii) in the share redemption, reimbursement or purchase
transactions authorized by law, and (iv) to be incorporated to the share capital, including new
stock dividends.

* Revaluation reserve

Constituted as a result of revaluation of property, plant and equipment of the parent com-
pany and its subsidiary and associated companies, based on the appraisal produced by
independent appraisers. The corresponding income and social contribution taxes are clas-
sified in the current and non-current liabilities.

The revaluation reserve is being realized by depreciating or writing off the reevaluated
assets from the retained earnings, net of tax charges.

(c) Dividends and interest on shareholders' equity

Preferred shares are assured priority under capital reimbursement, with a premium equal to
that attributed to common shares and equitable participation with the common shares in the
capital increases deriving from capitalization of monetary restatement, reserves and profits.
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Aos acionistas é assegurado o recebimento, em dinheiro, de um dividendo minimo e obri-
gatério equivalente a 25% (vinte e cinco por cento) do lucro liquido apurado e ajustado na
forma do Artigo 202 da Lei n® 6.404/76, sendo que as acoes preferenciais é assegurado
o recebimento de dividendos em 10% (dez por cento) maiores aos que forem atribuidos as
acoes ordinarias.

O Estatuto prevé que a Companhia podera levantar balangos intermediarios e que o
Conselho de Administracdo poderé deliberar dividendos intermedidrios & conta de lucros
apurados naqueles balancos e, ainda, com a utilizacdo do saldo da reserva de lucros para
investimentos e capital de giro.

Em 15 de dezembro de 2006, a Companhia efetuou pagamento de Juros Sobre o Capital
Préprio no montante de R$96.000 (R$1,211384 por agdo ON e R$1,332523 por agéo
PN), aprovado pelo Conselho de Administragcdo em reunido realizada em 24 de novembro
de 2006 "ad referendum" da Assembléia Geral Ordinéria de 2007.

Adicionalmente, em 28 de dezembro de 2006, foram provisionados R$28.900 de Juros
Sobre o Capital Préprio (R$0,364677 por acdo ON e R$0,401145 por agéo PN), aprova-
dos pelo Conselho de Administracdo em reunido realizada em 15 de dezembro de 2006
"ad referendum" da Assembléia Geral Ordinéria de 2007, para pagamento juntamente com
os dividendos a serem deliberados pela Assembléia de acionistas, sem qualquer atualiza-
cao monetdria ou outra remuneracao.
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Shareholders are assured cash receipt of a minimum mandatory dividend equal to 25%
(twenty-five percent) of the net income determined and adjusted pursuant to article 202 of
Law 6404/76. Preferred shareholders are assured the receipt of dividends 10% (ten per-
cent) higher than those paid to common shares.

The Bylaws state that the Company may produce interim balance sheets and that the Board
of Directors may resolve to pay interim dividends from the profits determined in these ba-
lance sheets and the balance of the profits reserve for investments and working capital.

On December 15, 2006, the Company paid out Interest on Shareholders' Equity to the
amount of R$96,000 (R$1.211384 per common share and R$1.332523 for preferred
share), approved by the Board of Directors at a meeting held November 24, 2006, "ad re-
ferendum" the 2007 Annual General Meeting.

On December 28, 2006, a provision was also made of R$28,900 for Interest on Shareholders'
Equity (R$0.364677 per common share and R$0.401145 the preferred share), approved by
the Board of Directors at a meeting held December 15, 2006, "ad referendum" the 2007
Annual General Meeting, for payment along with the dividends to be resolved by the share-
holders meeting, without any monetary restatement or other remuneration.
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(Em milhares de reais, exceto quando indicado)

A proposta da Administracao para a destinagao dos lucros apurados no exercicio findo
em 31 de dezembro de 2006 comparativa com a destinagdo dada em 2005, é como
segue:

Lucro liquido do exercicio 632.084 588.861
Realizacao da Reserva de Reavaliacéo 64.941 29.869
697.025 618.730
Constituicdo de Reserva Legal (34.851) (30.936)
Base de célculo do dividendo 662.174 587794
Constituigdo de reserva para investimento e capital de giro 463.521 411.455
Dividendos minimos obrigatérios - 25% 165.543 146.949
Dividendos propostos 73.753 66.788
JCP - Juros sobre o capital préprio propostos 124.900 109.651
198.653 176.339
% sobre a base de célculo 30,00% 30,00%
% sobre o lucro liquido do exercicio 31,43% 29,95%
Dividendos por aco ordindria - R$ () 0,930651 0,842762
Dividendos por acéo preferencial - R$ (*) 1,023716 0,927037
JCP bruto por acao ordinéria - R$ () 1,576061 1,382375
JCP bruto por agéo preferencial - R$ () 1,733668 1,520613

() Dividendos e JCP por acionistas detentores das respectivas acées na data da liberacdo dos respectivos
dividendos e JCP.

(d) Acdes em tesouraria

Em Assembléia Geral Extraordinaria, realizada em 13 de janeiro de 1998, foi autorizada a
aquisicao de acoes de prépria emissdo da Companhia, tendo como objetivo a permanéncia
temporéria em tesouraria e posterior alienagéo ou cancelamento. Os valores contébeis ao
custo de aquisicdo montam R$3.937. N&o houve alienagéo destas agbes no exercicio.
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Management's proposed allocation of the profits determined in the financial year ended
December 31, 2006 in comparison with the allocation made in 2005 is as follows:

Net income for the year
Realization of the Revaluation Reserve

Legal Reserve
Dividend calculation basis

Making of reserve for investments and working capital
Minimum mandatory dividend - -25%

Proposed dividends

JCP - Interest on shareholders' equity proposed

% over calculation base

% over net income for the year

Dividends per common share - R$ ()
Dividends per preferred share - R$ ()

Gross JCP per common share - R$ ()
Gross JCP per preferred share - R$ ()

(") Dividends and JCP by shareholder of the respective shares at the date the respective dividends and JCP

are released.

(d) Treasury stock

At the Extraordinary General Meeting held January 13, 1998, acquisition of Company
shares was authorized, to be kept in the treasury and subsequently sold or cancelled. The
carrying amounts at the acquisition cost amount to R$3,937. These shares were not sold in

the year.

632,084

64,941

697,025

(34,851)
662,174

463,521

165,543

73,753

124,900
198,653

30.00%
31.43%

0.930651
1.023716
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Acesita. Present in the future.

588,861
29,869
618,730
(30,936)
587794

411,455
146,949

66,788
109,651

176,339

30.00%
29.95%

0.842762
0.927037

1.382375
1620613



Acesita. Presente no futuro.

HHH Notas explicativas da administragéo
as demonstragcdes contabeis

(e) Ajuste de exercicio anterior

O ajuste de exercicio anterior refere-se a constituicao de proviséo para prémio pecuniario
no valor de R$12.847, conforme Deliberacdo CVM 371/2000. Durante o exercicio 2006, a
Companhia identificou a necessidade de constituir tal provisdo, decorrente de erro na ava-
liacao e contabilizacdo deste passivo.

DD 20 - Plano de seguridade

A Companhia e sua controlada Acesita Energética Ltda. sdo mantenedoras de dois planos
de seguridade para os seus empregados, Acesita Previdéncia Privada - ACEPREV e Plano
de Seguridade Acesita (antigo CCF Fundo de Pens&o administrado pelo HSBC Fundo de
Pens&o), ambos planos mistos, ou de contribuicdo varidvel, conforme definido pela
Secretaria de Previdéncia Complementar (parte contribuicdo definida e parte beneficio
definido), que tém como objetivo principal a complementacéo dos beneficios da Previdéncia
oficial.

A ACEPREV é um plano de contribuicdo varidvel (parte beneficio definido e parte con-
tribuicdo definida) com beneficio garantido e regime financeiro de capitalizacéo para célcu-
lo e acumulacdo dos recursos necesséarios aos seus planos. Os beneficios do plano sao
custeados da seguinte forma:

(a) Contribuicdo de participantes: séo calculadas tendo como base os percentuais de 3%,
4% e 5% consoante a respectiva faixa salarial dos empregados, sendo a sua opgao, sem
limite maximo. Existe também a contribuicdo voluntdria, que pode ser realizada, pelo parti-
cipante, a qualquer momento, a fim de aumentar o saldo a ser utilizado quando da aposen-
tadoria. Para este tipo de contribuicdo néo existe participagdo da patrocinadora.

(b) Contribuigao da patrocinadora: a Companhia contribui individualmente com 100% da
contribuicdo do participante, até o limite de 5% do saldrio aplicvel. A patrocinadora faz
também a contribuicdo extraordindria, destinada a cobertura do beneficio minimo a garan-
tia dos beneficios de incapacidade, auxilio-doenga, penséo por morte e aposentadoria e,
ainda, para a cobertura das despesas administrativas.
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(e) Prior year adjustments

The prior year adjustment refers to the provision made for the cash premium to the amount
of R$12,847, in accordance with CVM Resolution 371/2000. In the 2006 financial year the
Company ascertained the requirement for this provision owing to an error in the valuation
and accounting of this liability.

IDD 20 - Pension Plans

The Company and its subsidiary Acesita Energética Ltda. sponsor two pension plans for
their employees, Acesita Previdéncia Privada - ACEPREV and Plano de Seguridade Acesita
(formerly CCF Pension Fund administrated by HSBC Pension Fund), both of which are
mixed plans or allow variable contributions, as specified by the Supplementary Pensions
Office (part defined contribution and part defined benefit), which have the main purpose of
complementing benefits provided by the government social security system.

ACEPREV is a variable contribution plan (part defined benefit and part defined contribu-
tion) with a guaranteed benefit and financial capitalization scheme for calculating and
accruing the funds required for its plans. The plan benefits are defrayed as follows:

(a) Contributions from participants: calculated based on the percentages of 3%, 4% and 5%
according to the employee's respective salary. There is no maximum limit and employees can
choose the percentage contribution. Voluntary contributions also exist, which participants
can make at any time, in order to increase the balance to be used at retirement. The spon-
sor does not participate in this kind of contribution.

(b) Sponsor contributions: the Company makes individual contributions to the same amount
as the participants' contribution, up to 5% of the applicable salary. The sponsor also makes
an extraordinary contribution, intended to cover the minimum benefits and to guarantee the
benefits for invalidity, sickness, death and retirement, in addition to covering administrative
expenses.
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O Plano de Seguridade Acesita é um plano de contribuicdo definida com pagamento de
renda vitalicia na concessao do beneficio e regime financeiro de capitalizagéo para calculo
e acumulag@o dos recursos necessarios aos seus planos. Os beneficios do plano séo
custeados da seguinte forma:

(a) Contribuicao de participantes: anualmente, o participante define o percentual de partici-
pagao individual (varidveis entre 0,5% a 5%) para o ano seguinte de acordo com tabela especi-
fica baseada em idade e tempo de vinculo empregaticio com a patrocinadora.

(b) Contribuicéo da patrocinadora: limitada a 4% da folha de pagamentos dos empregados
inscritos no plano de beneficios, anualmente, é definida através de um multiplicador de con-
tribuicao (varidveis entre 0,30% a 6%) sobre o valor da contribuicdo individual do partici-
pante, sendo facultado a patrocinadora contribuir, em carédter tempordrio ou permanente,
valores adicionais de acordo com suas possibilidades econémicas ou financeiras.
Adicionalmente, para custeio da parte geral do plano a patrocinadora contribui atualmente
com 1,35% sobre o total de salarios da folha.

Na data-base de 31 de dezembro de 2006, foi efetuado por atudrio independente, le-
vantamento dos ativos e passivos atuariais dos fundos de pensdo nos quais a Companhia é
patrocinadora, para fins de anélise dos reflexos em suas demonstracdes contébeis.

A conciliagcao desses ativos e passivos atuariais € como segue:

ACEPREV PSA ()
Valor presente das obrigagoes
atuariais - cobertas (339.913) (25.439)
Valor justo dos ativos do plano 428.700 33.630
Ativo liquido do plano (parcialmente
registrado pela patrocinadora) 88.787 8.198

(*)Plano de Seguridade Acesita, gerenciado pelo HSBC - Fundo de Pens&o.
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The Acesita Pension Plan is a controlled contribution plan with a life annuity when the be-
nefit is awarded and financial capitalization scheme for calculating and accruing the pro-
ceeds required for its plans. The plan benefits are defrayed as follows:

(a) Contributions from participants: Participants define the annual individual participation
percentage (ranging between 0.5% and 5%) for the following year in accordance with the
specific table based on age and time of service at the sponsor.

(b) Sponsor contributions: limited to 4% of the payroll of employees enrolled in the benefit
plan, these contributions are defined through a contribution multiplier (ranging between
0.30% and 6%) over the participant's individual contribution amounts, where the sponsor
may provisionally or permanently contribute additional amounts in accordance with its eco-
nomic or financial capacity. To defray the general part of the plan, the sponsor also curren-
tly contributes 1.35% of the total payroll.

At the base date December 31, 2006, an independent actuary determined the actuarial
assets and liabilities of the pension funds sponsored by the Company, in order to analyze
the effects thereof on its financial statements.

These actuarial assets and liabilities are reconciled as follows:

Present value of actuarial
obligations - covered (339,913) (25,439)
Fair value of the plan's assets 498,700 33,630

Net assets of the plan (partially
recorded by the sponsor) 88,787 8,198

(%) Acesita Pension Plan, managed by HSBC - Pension Fund.



Acesita. Presente no futuro.

Notas explicativas da administragéo
as demonstragcdes contabeis

Em 31 de dezembro de 2006 e de 2005, as principais premissas atuariais, tanto para
a ACEPREV como para o Plano de Seguridade Acesita, foram:

Hipdteses econdmicas-

Taxa nominal de desconto da obrigagédo atuarial 11% aa.
Taxa nominal de rendimento esperada sobre

ativos dos planos 11% aa.
Crescimento salarial Inflagdo + 1% aa.
indice de reajuste dos beneficios Inflagdo
Taxa de inflacdo 5% aa.

Tabuas de decrementos-

Mortalidade geral UP-94
Entrada em invalidez (1) IAPB-57 (Mercer Disability agravada em 5 vezes em 2005)
Mortalidade de invélidos (2) |APB-57

15% / (tempo de servico + 1) para ACEPREV
Rotatividade 25% / (tempo de servico + 1) para PSA

Outras hipéteses-

Percentual de casados 90% dos participantes
Diferenca de idade entre homens e mulheres Mulheres 4 anos mais novas que os homens
Idade provével de aposentadoria (3) 40% na primeira elegibilidade a aposentadoria antecipada,

3% entre a elegibilidade a aposentadoria antecipada e

a aposentadoria normal e 100% na data de elegibilidade
a aposentadoria normal (50% na idade de aposentadoria
antecipada e 100% na idade de aposentadoria normal
em 2005)

(1) Foram aplicados os seguintes ajustes na tabua de entrada em validez:
a. Participantes com saldrios abaixo de 15 saldrios minimos: IAPB57 reduzida em 75% e agravada em 20 anos;
b. Participantes com saldrios acima de 15 saldrios minimos: IAPB57 reduzida em 93,756% e agravada em 20
anos;

(2) As taxas da tabua IAPB57 foram reduzidas em 75% e agravadas em 10 anos;

(3) O Plano de Seguridade Acesita ndo prevé aposentadoria antecipada, portanto, a idade provével considerada é a
de aposentadoria por tempo de servico.

No exercicio de 2003, o Conselho Deliberativo da ACEPREV decidiu desonerar a patroci-
nadora do pagamento de contribuicdes futuras no montante de R$18.204 (R$17.358 liqui-
do de impostos). Esse montante é equivalente a parcela que coube a patrocinadora exclu-
sivamente sobre a reversdo da provisdo para Imposto de Renda pela ACEPREV.
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On December 31, 2006 and 2005 the main actuarial assumptions for ACEPREV and
the Acesita Pension Plan were the following:

Nominal discount rate of the actuarial obligation 11% p.a.
Nominal rate of the expected return
on plan assets 11% p.a.
Salary growth Inflation + 1% p.a.
Benefits readjustment index Inflation
Inflation rate 5% pa.

Overall mortality UP-94
Entry into disability (1) IAPB-57 (Mercer Disability aggravated 5 times in 2005)
Disability mortality(2) IAPB-57
15% / (service time + 1) for ACEPREV
Rotation 25% / (service time + 1) for PSA

Percentage married 90% of participants
Age difference between men and women Women 4 years younger then the men
Probable retirement age (3) 40% when first eligible for early retirement, 3% between

eligibility for early retirement and normal retirement and 100%
at the date of eligibility for normal retirement (50% of the early
retirement age and 100% at the age of normal retirement in
2005)

(1) The following adjustments were applied to the validity entry table:
a. Participants with salaries under 15 minimum wages: IAPB57 reduced by 76% and aggravated by 20 years;
b. Participants with salaries over 15 minimum wages: IAPB57 reduced by 93.756% and aggravated by 20 years;
(2) The rates in the IAPB57 tables were reduced by 76% and aggravated by 10 years;
(3) The Acesita Pension Plan does not include early retirement The probable age considered is therefore retirement
according to time of service.

In 2003, the Decision-making Board of ACEPREV decided to exonerate the sponsor from
the payment of future contributions totaling R$18,204 (R$ 17,358 before tax). This amount
is equivalent to the reversal of the provision for income tax by ACEPREV which benefited
the sponsor solely.
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Assim, em cumprimento a determinacdo de seu Conselho Deliberativo, a ACEPREV con-
signou o referido montante em um fundo especifico, segregado dos demais fundos que
integram suas demonstragdes contabeis, o qual sera aplicado exclusivamente para li-
quidacao de contribuigdes futuras da patrocinadora, ora desoneradas.

Dessa forma, o referido montante tornou-se efetivamente um crédito da patrocinadora com
a ACEPREYV, tendo sido integralmente reconhecido pela Companhia no resultado de 2003,
deduzidos dos impostos incidentes. O saldo remanescente deste ativo em 31 de dezembro
de 2006 € de R$9.249 (R$13.237 em 2005).

Os encargos consignados no resultado do exercicio de 2006 representam R$7.546 (R$
R$7.631 em 2005) no consolidado e R$7.313 (R$7.078 em 2005) na controladora, refe-
rentes as contribuicoes as entidades citadas acima.

DD 21 - Instrumentos financeiros

A Companhia e suas controladas possuem instrumentos financeiros inerentes as suas
operacoes, representados por disponibilidades, contas a receber, investimentos, financia-
mentos e instrumentos de "swap". A Companhia mantém politicas e estratégias opera-
cionais, visando a liquidez, rentabilidade e seguranca, bem como possui procedimentos de
monitoramento dos saldos, e tem operado com bancos que atendem a requisitos de solidez
financeira e confiabilidade, segundo critérios gerenciais definidos. A politica de controle
consiste em acompanhamento permanente das taxas contratadas versus as vigentes no
mercado.

A partir do exercicio de 2003, a Companhia optou por reduzir o volume de contratacoes de
operacdes de "swaps", inclusive ndo renovando os contratos vencidos no exercicio. Essa
estratégia se deve ao crescimento de vendas ao mercado externo, constituindo tais rece-
biveis uma protecdo natural, e & opgé@o por contratagdo de financiamentos em moeda
estrangeira vinculados & exportacgéo.

Conforme mencionado na Nota Explicativa 14, a Companhia possui também "swap" de
taxa de juros, vinculado a financiamento de pré-pagamento de exportagdo estruturado,
liquidado financeiramente em base mensal, no Ultimo dia de cada més.
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Accordingly, in compliance with the decision taken by its Decision-making Board,
ACEPREYV transferred this amount to a specific fund segregated from the other funds
included in its financial statements, to be used exclusively to settle future contributions
of the sponsor, now exonerated.

As a result, this amount effectively became a credit of the sponsor with ACEPREYV, and
was fully recognized by the Company in the income statement for the year ended
December 31, 2003, less the taxes payable. The remaining balance at December 31,
2006 is R$9,249 (R$13,237 in 2005).

The charges stated in the 2006 statement of income amount to R$7,546 (R$7,631 in
2005) in the consolidated statement and R$7,313 (R$7,078 in 2005) in the parent
company statement, and refer to contributions made to the aforementioned entities.

IDD 21 - Financial instruments

The Company and its subsidiaries have financial instruments which are inherent to their
operations, represented by cash and cash equivalents, accounts receivable, invest-
ments, loans and financing, and swap instruments. The Company follows policies and
operational strategies seeking liquidity, profitability and security, and also has proce-
dures to monitor balances, and has operated with banks that meet the requirements of
financial strength and reliability, in accordance with defined management criteria. The
control policy consists of permanent follow-up of the rates contracted versus those in
force in the market.

In 2003, the Company decided to reduce the volume of swap transactions by not
renewing the contracts that expired during the year. This strategy resulted from the
increase in sales in foreign markets, as these receivables are a natural hedge, as well
as the decision to obtain finance in foreign currency linked to exports.

As mentioned in Note 14, the Company also has interest rate swaps linked to the
financing of structured export prepayments, financially settled on a monthly basis on
the last day of each month.
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Em 31 de dezembro de 2006, a exposicéo liquida da Companhia e suas controladas
ao risco de flutuagdo da taxa de cambio € a seguir demonstrada:

Valor Contabil

Consolidado Controladora
Disponibilidades 38911 =
Contas a receber e outros ativos 302.648 400.076
Fornecedores e outras contas a pagar (149.709) (186.43b)
Financiamentos (312.062) (312.062)
Exposicéo liquida em 2006 (120.219) (97421)
Exposicéo liquida em 2005 (573.006) (550.246)

Em 31 de dezembro de 2006, os instrumentos financeiros, considerando as parcelas
de vencimento em curto e longo prazos, cujos saldos contdbeis sao diferentes dos
valores de mercado, de forma relevante, sdo como segue:

Consolidado Controladora
Saldo Valor de Saldo Valor de
contabil mercado contabil mercado
Ativo
Investimentos em outras sociedades
e outros investimentos 3.056 88.353 3.008 88.305
Passivo
Financiamentos 495,193 529,428 493.550 504.053

A conta Investimentos em Outras Sociedades e Outros Investimentos estd composta subs-
tancialmente pelo investimento na empresa Agos Villares S.A. que estd registrado na Com-
panhia pelo valor de R$3.000 em 31 de dezembro de 2006. O valor de mercado destas
acoes € de R$88.297 em 31 de dezembro de 2006 (R$43.567 em 2005).

Nao foi feita estimativa do valor de mercado de investimentos em empresas de capital
fechado por ndo existir um mercado ativo para aqueles papéis.

O valor de mercado dos empréstimos e financiamentos foram determinados utilizando-se
taxas de juros correntes, disponiveis para operagdes com condicdes e vencimentos rema-
nescentes similares.
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The net exposure of the Company and its subsidiaries as of December 31, 2006 to the
risk of exchange rate fluctuations is as follows:

Book Value

Cash and cash equivalents 38911 -
Accounts receivable and other assets 302,648 400,076
Trade and other accounts payable (149,709) (185,43b)
Loans and financing (312,062) (312,062)
Net exposure in 2006 (120,2192) (97421)
Net exposure in 2005 (573,006) (5650,246)

At December 31, 2006, the current and long-term financial instruments whose book
values differ significantly from market values were as follows:

Consolidated Parent Company

Assets
Investments in other companies

and other investments 3,056 88,353 3,008 88,305
Liabilities
Loans and financing 495,193 529,428 493,550 504,053

The Account Investments in Other Companies and Other Investments is mainly comprised
of the investment in the company Agos Villares S.A. recorded by the Company at the
amount of R$3,000 at December 31, 2006. The market value of the shares is R$88,297
at December 31, 2006 (R$43,5667 in 2005).

Market value was not estimated for investments in private companies because no active
market for their shares exists.

The market value of loans and financing was determined by using current interest rates
available in the market for transactions with similar terms and maturities.
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Os valores de mercado sdo calculados em um momento especifico, baseados em infor-
magoes disponiveis e metodologias de avaliacdo prépria. As estimativas ndo indicam, ne-
cessariamente, que possam ser realizadas no mercado as taxas/cotacoes adotadas.

O uso de diferentes informagdes de mercado e/ou metodologias de avaliacdo poderéo ter
um efeito relevante no montante do valor estimado de mercado.

Também, a Companhia esté sujeita a risco de crédito com relagao as suas disponibilidades,
aplicagoes financeiras e operagoes de derivativos. Esse risco € minimizado centralizando
suas operacoes financeiras em instituicdes de boa classificacdo de "rating". Nao obstante a
essa andlise, a Companhia possui saldo de aplicagdes financeiras junto a instituigdo bancéria
cuja intervencao foi decretada pelo Banco Central do Brasil em novembro de 2004, tendo
constituido provisdo para perdas no valor integral do saldo, equivalente a R$8631. A
Companhia ndo possui contrato de garantia para instrumentos financeiros. Os riscos de
créditos oriundos de vendas a prazo s&o minimizados pelo monitoramento constante e politi-
ca criteriosa de concessao de crédito. De forma geral, ndo ha exigéncia de garantias para
vendas a prazo. A Companhia possui provisdo contabil para os créditos cuja realizagdo inte-
gral seja considerada dificil pela Administragao.

Adicionalmente, a Companhia estéd sujeita a risco de variagdo de prego de seu principal
insumo, o niquel, cuja cotagdo oscila de acordo com o mercado internacional. Para mini-
mizar esse risco, a Companhia implantou junto a clientes localizados no Brasil, parte da
Europa, Estados Unidos e Canadé o conceito de "Extra Liga". Ou seja, parte do preco de
venda € ajustado pela média da cotac@o do niquel no mercado internacional apurada no
pendltimo més anterior ao contato comercial (fechamento do pedido). Dessa forma, as
oscilagdes de preco desse insumo, para baixo ou para cima, séo periodicamente ajustadas.
Para os mercados onde esse conceito ainda nao foi implantado, a Companhia negocia o
preco de venda de seus produtos, por lote (venda "spot"), tomando como base o prego do
niquel adquirido em volume compativel com os lotes de venda projetados para esses mer-
cados. Nesse sentido, a partir de janeiro de 2004, a Companhia passou a realizar ope-
ragoes de "hedge" visando assegurar o preco de compra do niquel no momento de fixacéo
do prego de venda do aco inox. Nas exportagdes, existe uma exposi¢do entre a data de
definicdo do prego de compra do niquel e a data de definicdo do preco de venda do inox.
Visando minimizar esse efeito, a Companhia tem a alternativa de, por meio de instrumentos
de derivativos na "London Metal Exchange (LME)", "travar" o preco do niquel na data de
sua compra até a data de definigédo do prego de venda do inox. Este mecanismo, particu-
larmente vantajoso nos momentos de queda do preco do niquel, tende a reduzir o impacto
das bruscas variacdes de preco desse insumo.
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Market values are calculated at a specific moment in time based on available information
and specific valuation methodologies. The estimates do not necessarily indicate that the
amounts could be realized in the market at the rates/quotations adopted.

The use of different market sources of information and/or valuation methodologies could
have a significant effect on the estimated market values.

The Company is also subject to credit risk in connection with its cash and cash equivalents,
financial investments and derivatives. This risk is minimized by concentrating financial
transactions in financial institutions with a good rating. Nevertheless, the Company has
financial investments in a bank placed under intervention by the Brazilian Central Bank in
November 2004, and recorded a provision for loss of the full amount of R$8,631. The
Company does not have guarantee contracts for financial instruments. Credit risks arising
from sales are minimized by constant monitoring and a strict policy for granting credit. In
general, guarantees are not required for credit sales. The Company has an allowance for
receivables which management considers are unlikely to be realized in full.

The Company is also exposed to the risk of price variations of its main raw material, nickel,
the price of which changes in accordance with the international market. To minimize this
risk, the Company has implemented the Extra Alloy concept for customers located in
Brazil, part of Europe, the United States and Canada In other words, a portion of the sales
price is adjusted by the average nickel quotation in the international market in the penul-
timate month prior to the commercial contact (order placement). Price changes, whether
reductions or increases, are accordingly adjusted periodically. For markets where this
concept has not yet been implemented, the Company negotiates the sales prices of its
products by lot (spot sales), based on the price of nickel purchased at a volume compa-
tible with the sales lots projected for these markets. Accordingly, as from January 2004,
the Company started to realize hedge transactions to fix the purchase price of nickel
when fixing the sales price of stainless steel. In exports, there is an exposure between
the date the purchase price of nickel is determined and the date the price of stainless
steel is established. To minimize this effect, the Company can lock the nickel price at the
purchase date until the date the selling price of stainless steel is established through
derivative instruments on the London Metal Exchange (LME). This mechanism, particu-
larly advantageous when the nickel price drops, will reduce the impact of sudden varia-
tions in the price of this raw material.
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Os contratos de "hedge de niquel' em aberto na data de 31 de dezembro de 2006
S&0 como segue:

03/11/2006 0570172007 840 (56.390)
04/12/2006 07/02/2007 330 (74)
05/12/2006 07/12/2007 300 69

(=) Despesa pro - rata oriunda dos contratos em aberto (5.395)
(+) Despesa de contratos encerrados no exercicio findo em 31/12/06 (49.395)

(=) Despesa registrada no exercicio findo em 31/12/06 (54.790)

Em 31 de dezembro de 2006, hd um saldo devedor liquido (passivo) no montante de
R$5.395 liquido de amortizagGes ja efetuadas.

IDD 22 - Cobertura de seguros

A Companhia adota a politica de contratar cobertura de seguros para os bens sujeitos a
riscos por montantes considerados suficientes para cobrir eventuais sinistros, consideran-
do a natureza de sua atividade. As premissas de riscos adotadas, dada a sua natureza, nao
fazem parte do escopo de uma auditoria de demonstracdes contdbeis, conseqlientemente
nao foram examinadas pelos nossos auditores independentes.

O valor total contratado para cobertura de eventuais sinistros é como segue:

Riscos operacionais Danos materiais 748.300
Transporte de materiais Danos materiais 74.830
Veiculos Danos materiais e morais 700
Acidentes pessoais Danos pessoais 700
Crédito a exportagao Danos financeiros 18.216
Outros Danos materiais e morais 3012

845.758
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The outstanding nickel hedge contracts at December 31, 2006 were as follows:

03/11/2006 05/01/2007 840

(5,390)
04/12/2006 07/02/2007 330 (74)
05/12/2006 07/12/2007 300 69
(=) Pro-rata expense recorded in outstanding contracts(5,395)
(+) Expense arising from contracts closed in the year ended 31/12/06 (49,395)
(=) Expense recorded in the year ended 31/12/06 (54,790)

At December 31, 2006, there was a net debit balance (liability) of R$5,395, net of amorti-
zation already made.

IDD 22 - Insurance coverage

The Company has the policy of taking out insurance coverage for the assets subject to risk
at amounts considered sufficient to cover any incidents, considering the nature of its acti-
vity. Given their nature, the risk assumptions adopted do not comprise the scope of a finan-
cial statements audit, and were not therefore examined by our independent auditors.

The total amount contracted to cover losses was:

Operating risks Material damages 748,300
Shipment of materials Material damages 74,830
Vehicles Material and moral damages 700
Occupational accidents Personal damages 700
Export credit Financial damages 18,216
Other Material and moral damages 3012

845,758
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Luiz Anibal de Lima Fernandes
Director

Mauricio Moura Portugal Ribeiro
Director

Michel Pascal André Payet-Gaspard
Director

Matthias Jirgen Wellhausen
Director

" [][] EXECUTIVE BOARD

Jean-Philippe André Demaél
Chief Executive Officer

Benoit Pierre Marie Carrier
Technical and Development Officer

Gilberto Audelino Correa
Financial and Investor
Relations Officer and
Human Resources and
Administration Officer

Paulo Roberto Magalhaes Bastos
Industrial Operations Officer

Sérgio Augusto Cardoso Mendes
Commercial and Logistics Officer

Acesita. Present in the future.

IDD BOARD OF AUDITORS

Edevaldo Fernandes da Silva
Chairman

Horacio de Oliveira
Director

Luciane Fernandes Gorgulho
Director

Raul Gomide
Director

[l PROFESSIONAL IN CHARGE

Alexandre Augusto Silva Barcelos
Accountant - CRC-MG-064.404/0-2




Acesita. Presente no futuro.

IHI Informacoes
aos investidores

SEDE SOCIAL |

Av. Jodo Pinheiro, 580, Centro
CEP 31130-180

Belo Horizonte, MG, Brasil
www.acesita.com.br

ATENDIMENTO AO ACIONISTA

Departamento de ralagdes com o investidor
Tel.: +5b 31 3235 4270 / 4235 / 4299
Fax: +5b 31 3235 4300

e-mail: ri@acesita.com.br

| CODIGOS DE NEGOCIAGOES NAS BOLSAS

+ Cédigo de negociagdo na Bovespa:
ACES3 / ACES4

+ Cédigo de negociagéo nos ADRs
Nivel 1 - Mercado Balcao:

ACABY (Agao ON)

ACAHY (Acao PN)

| JORNAIS DE DIVULGAGAO DOS ATOS SOCIETARIOS

Minas Gerais (Diario Oficial)
Gazeta Mercantil
Diario do Comércio

SERVICOS DE AGOES ESCRITURAIS

Banco ltau

Rua Boa Vista, 176, 1° subsolo
CEP 01014-000

S&o Paulo, SP, Brasil

Tel.: +b5 11 3247 3139

BANCO DEPOSITARIO DOS ADRS NIVEL 1

The Bank of New York

101 Barclay Street, 22 West
New York - USA 10286

Tel.: +1 212 815 2293




