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AlUMina. e vve e eeeennnns

Bauxite........ ... ..

Beneficiation............

Concentration............

ii

Mining Terms

Aluminum oxide. It is extracted from bauxite in a
chemical refining process and is the principal raw
material in the electro-chemical process from which
aluminum is produced.

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

The process of separating, concentrating and
classifying ore by particle size or some other
characteristic (e.g., specific gravity, magnetic
susceptibility, surface chemistry, etc.) in order
to obtain the mineral or metal of interest.

Cost, insurance and freight. It indicates that the
seller pays for shipping, insurance, and all other
costs associated with transportation of the
commodity to its destination.

Carbon-in-Leach. A method of recovering gold in
solution from slurry streams by contacting
activated carbon with the pulp during the leaching
process within agitated vessels and separating
loaded carbon from the pulp by screening.

Carbon-in-Pulp. A method of recovering gold and
silver extracted from pregnant cyanide solutions by
absorbing the precious metals to granules of
activated carbon, which are typically ground up
coconut shells.

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

Direct reduction. DR iron ore pellets are used by
steelmakers that employ minimill technology.

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

Refers to iron ore with particles in the range of
0.10 mm to 6.35 mm diameter.

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

The proportion of metal or mineral present in ore
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LUMP OF€. vt vttt eennnns

ManganesSe ..o v v vt v v

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

Open pit mining..........

Oxides

Pellet

feed... ... ... . ...

Pellets....oiiienann

Potash

or any other host material.

Heap Leaching. A low cost method of extracting
metals such as gold and copper from low-grade ores.
It consists of building a

iii

heap of ore and applying a solution (lixiviant)
which dissolves the metal to produce a pregnant
solution (leachate) from which the metal is
recovered by precipitation and smelting or carbon
absorption, stripping and electrowinning methods.

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

Iron ore or manganese ore with the coarsest
particle size in the range of 6.35 mm to 75 mm
diameter, but varying slightly between different
mines and ores.

A hard brittle metallic element found primarily in
the minerals pyrolusite, hausmannite and manganate.

Refers to a mineralized body which has been
intersected by a sufficient number of
closely-spaced drill holes and/or
underground/surface samples to support sufficient
tonnage and grade of metal(s) or mineral(s) of
interest to warrant further exploration-development
work. The deposit does not qualify as an ore body
until it can be legally and economically extracted
at the time of ore reserve determination.

The extraction method by which surface or barren
rock is removed so that ore may be removed using
power shovels, front-end loaders, hydraulic
excavators, draglines, etc.

Compounds of oxygen with another element. For
example, magnetite (Fe304) is an oxide mineral
formed by the chemical union of iron with oxygen.

Fine (0.10 mm to 6.35 mm) and ultra-fine (less than
0.10 mm) iron ore particles generated by the
mining, grading, handling and transporting of iron
ore, with no practical direct application in the
steel industry, unless the material is aggregated
into pellets through an agglomeration process.

Balls of agglomerated fine and ultra-fine iron ore
particles of a size and quality suitable for
particular steelmaking processes. Our pellets range
in size from 8 mm to 18 mm.

A potassium chloride compound, chiefly KC1l, used in
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(indicated)

Proven (measured)

reserves

Recoverable reserve....

Reserve.

Run-of-mine............

Seaborne

market........

Sinter feed............

Sintering..............

industry and agriculture.

Reserves for which quantity and grade and/or
quality are computed from information similar to
that used for proven (measured) reserves, but the
sites for inspection, sampling and measurement are
farther apart or are otherwise less adequately
spaced. The degree of assurance, although lower
than that for proven (measured) reserves, 1is high
enough to assume continuity between points of
observation.

iv

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

That portion of interest in the ore that can be
physically recovered through processing.

Refers to that part of a mineral deposit which
could be economically and legally extracted or
produced at the time of the reserve determination.

Ore in its natural (unprocessed) state, as mined,
without having been crushed.

The market for iron ore products that are shipped
in vessels which have a capacity in excess of
50,000 DWT.

Iron or manganese ore suitable for sintering.

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

Stockpile. Refers to ore or materials accumulated
or piled at the surface for future use.

Compounds of sulphur with more than one element and
metallic sulfides (such as galena, PbS, and
chalcopyrite, CuFeS2) which occur as minerals.

Presentation of Financial Information
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We have prepared our financial statements appearing in this annual report
in accordance with generally accepted accounting principles in the United
States (U.S. GAAP), which differ in certain respects from accounting principles
in Brazil (Brazilian GAAP). Brazilian GAAP is determined by the requirements of
Law No. 6,404, dated December 15, 1976, as amended (the Brazilian Corporation
Law), and the rules and regulations of the Comissao de Valores Mobiliarios, or
CVM, the Brazilian Securities Commission. We publish financial statements in
Brazil, known as the Brazilian Corporation Law financial statements, and
prepare them in accordance with Brazilian GAAP. We use our Brazilian
Corporation Law financial statements for:

o reports to Brazilian shareholders,

[} filings with the CVM,

o determination of dividend payments, and
o determination of tax liability.

Our financial statements and the other financial information appearing in
this annual report have been remeasured (translated) from Brazilian reais to
U.S. dollars on the basis explained in note 2(a) to our financial statements
unless we indicate otherwise.

Some of the figures included in this annual report have been rounded.

References to "real," "reais" or "R$" are to Brazilian reais (plural) and
to the Brazilian real (singular), the official currency of Brazil; and
references to "U.S. dollars," "dollars" or "USS$" are to United States dollars.

Unless otherwise specified, metric units have been used, e.g. tons refer
to metric tons.

References to "CVRD Group," "us" or "we" are to CVRD, its consolidated
subsidiaries and its joint ventures and other affiliated companies. References
to "Vale Overseas" are to Vale Overseas Limited. References to "affiliated
companies" are to companies in which Companhia Vale do Rio Doce has a minority
investment, and exclude controlled affiliates that are consolidated for
financial reporting purposes.

References to our "ADSs" or "American depositary shares" include both our

common American depositary shares (our common ADSs), each of which represents
one common share of CVRD, and our preferred American depositary shares (our
preferred ADSs), each of which represents one preferred class A share of CVRD.

American depositary shares are represented by American depositary receipts
(ADRs) issued by JPMorgan Chase Bank, as depositary.

Presentation of Information Concerning Reserves

The estimates of proven and probable reserves at mines within the CVRD
Group and the estimates of mine life, as of December 31, 2001, included in this
annual report have been calculated according to the technical definitions
required by the U.S. Securities and Exchange Commission, as described in Mining
Terms. We derived estimates of mine life described in this annual report from
such reserve estimates. See Item 3.D. Risk Factors—--Risks Relating to the
Mining Industry.

The National Mineral Research Department, Departamento Nacional de
Pesquisa Mineral, or DNPM, compiles domestic and foreign mining reserve
estimates using criteria which may differ from technical definitions required
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by the Commission. We have adjusted ore reserve estimates for extraction losses
and metallurgical recoveries during extraction.

Forward Looking Information

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

o our direction and future operation,
o the implementation of our principal operating strategies, including

our potential participation in privatization, acquisition or joint
venture transactions or other investment opportunities,

o our divestiture plans,

o the implementation of our financing strategy and capital expenditure
plans,

o the exploration of mineral reserves and development of mining
facilities,

o depletion and exhaustion of mines and mineral reserves,

o the declaration or payment of dividends,

o other factors or trends affecting our financial condition or results

of operations, and

o the factors discussed under Item 3.D. Risk Factors beginning on page
7.

These risks and uncertainties include factors: relating to the Brazilian
economy and securities markets, which exhibit volatility and can be adversely
affected by developments in other countries; relating to the iron ore business
and its dependence on the global steel industry, which is cyclical in nature;
and relating to the highly competitive industries in which we operate. For
additional information on factors that could cause our actual results to differ
from expectations reflected in forward-looking statements, please see Item 3.
Key Information, and our reports filed with the CVM and the U.S. Securities and
Exchange Commission. We caution that any such forward looking statements are
not guarantees of future performance and involve risks and uncertainties, and
that actual results may differ materially from those in the forward looking
statements as a result of these various factors.

vii

PART I
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Item 1. Identity of Directors, Senior Management and Advisers
1.A. Directors and Senior Management
See Item 6.A., 6.B. and 6.C. Directors and Senior Management, Compensation

and Board Practices—--Board of Directors and--Executive Officers.

1.B. Advisers

Davis Polk & Wardwell acts as our U.S. legal adviser. The firm's address

is:

Davis Polk & Wardwell

450 Lexington Avenue

New York, NY 10017 U.S.A.
1.C. Auditors

PricewaterhouseCoopers Auditores Independentes acts as our independent
public accountants. The firm's address is:

PricewaterhouseCoopers Auditores Independentes
Rua da Candelaria 65

15th Floor

Rio de Janeiro, Brazil

PricewaterhouseCoopers is a member of the Instituto Brasileiro de
Contadores, or IBRACON, the Brazilian Institute of Accountants (registration
no. CRC-SP-160-S-RJ) .

We have retained AMEC Engineering and Construction Services, or AMEC
(formerly MRDI), to audit and verify some of our estimates of proven and
probable reserves and mine life as of December 31, 2001. The firm's address is:

AMEC Engineering and Construction Services

2001 W. Camelback Road, Suite 300

Phoenix, AZ 85015 U.S.A.

Unless specifically stated, our reserve estimates have not been audited by
AMEC.

Item 2. Offer Statistics and Expected Timetable

Not applicable.

Item 3. Key Information
3.A.1-2. Selected Financial Data
The table below presents selected consolidated financial information as of

and for the periods indicated. You should read this information together with
our consolidated financial statements appearing in this annual report.

For the Year Ended December 31



Edgar Filing: VALLEY OF THE RIO DOCE CO - Form 20-F

(in millions of USS$)

1997 1998

Statement of Income Data
Net operating revenues US$3,748 USs$3,553
Cost of products and services (2,653) (2,272)
Selling, general and administrative

expenses (207) (171)
Research and development (51) (48)
Employee profit sharing plan (46) (29)
Restructuring costs (87) (9)
Other income (expenses) (79) (175)
Operating income 625 849
Non-operating income (expenses):
Financial income (expenses) (3) 151
Foreign exchange and monetary gain/

Translation gain (loss) 7 (108)
Gain on sale of investments - -

4 43

Income before income taxes, equity

results, minority interests and

extraordinary items 629 892
Income taxes benefit (charge) (32) -
Equity in results of affiliates and joint

ventures 155 80
Change in provision for losses and

write-downs on equity investments (59) (273)
Minority interests (2) (1)
Extraordinary items (net of taxes) (1) (372) ——
Net income Us$ 319 US$ 698
Total cash distributions Uss$ 302 Us$ 607
(1) Extraordinary items in 1997 relate to transactions in connection with the

first step of our privatization.

Uss$3,076
(1,806)

(138)

(27)
(24)

USS$3
(2

Uss1

Uss

For the Year Ended December 31

(in US$ except recorded dividends and interest
equity per share and share numbe

2
1997
Per Share Data
Basic earnings per common and
preferred share(2):
Income before extraordinary items... Uss 1.06

1998

Us$ 1.80

1999

Uss 1.07

10

US
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Extraordinary items................. (0.96) - -
Net InCOME. . v ivi ittt it eeeeeennnnn Uss 0.10 Uss 1.80 Uuss 1.07 US

Recorded dividends and interest on
shareholders' equity per share in US$ (3) Uss 1.20 Uss$ 1.58 Uss 1.28 US
Recorded dividends and interest on
shareholders' equity per share in
Brazilian reaisS(3) « v ve e ieeeeeenennn RS 1.33 RS 1.86 RS 2.28 R
Weighted average number of shares
outstanding (in thousands) :

Common shares(2) .. e e 249,983 249,983 249,983 2
Preferred shares(2) .....cuiuiue.. 138,563 137,965 134,917 1
e o= 388,546 387,948 384,900 3

3

At December 31,

(in millions of USS$)

Balance Sheet Data

CUrrent ASSelL S . v it ittt iiee ettt teeeeeeennn UsSs 2,603 Uss 2,845 Us$ 2,490 USS$
Property, plant and equipment, net......... 5,557 5,261 3,943
Investments in affiliated companies and
joint ventures and other investments.... 1,666 1,557 1,203
Other asSsSel S ..ttt ittt et et eieenennn 1,791 1,385 1,052
Total assSetS. vt ittt iiieneennnn 11,617 11,048 8,688
Current liabilities........ciiiiiiiinnnnn 2,057 2,030 2,072
Long-term liabilities..........ccooiiiio.... 1,157 1,169 601
Long-term debt (4) ...ttt ittt iiieeeenn 1,428 1,389 1,321
Minority interest........cciiiiiitiinnn.. 69 68 3
Total liabilities............... 4,711 4,656 3,997

Stockholders' equity....ccoviiiiinnnnnn..

Capital stock......ii i 1,288 1,740 1,927
Additional paid-in capital.......... 498 498 498
Reserves and retained earnings...... 5,120 4,154 2,266

Total stockholders' equity...... USs$ 6,906 USS$S 6,392 USS$ 4,691 USS$

Total liabilities and
stockholders' equity......... UsSs11,617 UsSs$11,048 UsSS$ 8,688 USS$

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

11
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share.

(3) Since 1997, all distributions have been in the form of interest on
shareholders' equity.

(4) Excludes current portion. At December 31, 2001, we had extended guarantees
for borrowings of joint ventures and affiliated companies in an aggregate
amount of US$702 million. These contingent liabilities do not appear on
the face of our consolidated balance sheets, but appear in note 15(a) to
our consolidated financial statements.

At December 31,

(in millions of USS$)

Additional Data
Ratio of earnings to fixed charges(l)...... 3.40x 4.28x% 3.66x% 3.43x 4.2

(1) To calculate the ratio of earnings to fixed charges, we calculate earnings
by adding interest before income taxes, equity results and minority
interests, fixed charges, amortization of capitalized interest and
distributed income of equity investments less capitalized interest. Fixed
charges represent the total of capitalized interest, financial expenses
and the preferred stock guaranteed dividend.

3.A.3. Exchange Rates
There are two principal foreign exchange markets in Brazil:
o the commercial rate exchange market, and
o the floating rate exchange market.

Most trade and financial foreign-exchange transactions are carried out on
the commercial rate exchange market. These transactions include the purchase or
sale of shares or the payment of dividends or interest with respect to shares.

Foreign currencies may only be purchased through a Brazilian bank authorized to
operate in these markets. In both markets, rates are freely negotiated but may
be influenced by Central Bank intervention. In 1999, the Central Bank unified
the exchange positions of the Brazilian banks in the floating rate exchange
market and commercial exchange market, which led to a convergence in the
pricing and liquidity of both markets. Since February 1, 1999, the floating
market rate has been the same as the commercial market rate. However, there is
no guarantee that these rates will continue to be the same in the future.
Despite the convergence in the pricing and liquidity of both markets, each
market continues to be regulated differently.

From its introduction on July 1, 1994 through March 1995, the real

appreciated against the U.S. dollar. In 1995, the Central Bank announced that
it would intervene in the market and buy or sell U.S. dollars, establishing a

12
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band in which the exchange rate between the real and the U.S. dollar could
fluctuate. This policy resulted in a gradual devaluation of the real relative
to the U.S. dollar. On January 13, 1999, the band was set between R$1.20 and
R$1.32 per US$1.00. Two days later, on January 15, 1999, due to market
pressures, the Central Bank abolished the band system and allowed the real/U.S.
dollar exchange rate to float freely. As a result, the exchange rate dropped to
R$2.1647 per US$1.00 on March 3, 1999. Since then, the real/U.S. dollar
exchange rate has been established by the interbank market, and has fluctuated
considerably. In the past, the Central Bank has intervened occasionally to
control unstable movements in the foreign exchange rate. It is not possible to
predict whether the Central Bank will continue to let the real float freely or
whether the real will remain at its present level. Accordingly, it is not
possible to predict what impact the Brazilian government's exchange rate
policies may have on us. The Brazilian government could impose a band system in
the future or the real could devalue or appreciate substantially. For more
information on these risks, see Item 3.D Risk Factors—--Risks Relating to
Brazil.

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

Average for

Period-end Period Low
Year ended
December 31, 1997...........00..... 1.116 1.088(1) 1.040
December 31, 1998................. 1.209 1.168(1) 1.117
December 31, 1999................. 1.789 1.851(1) 1.208
December 31, 2000........000vuun.. 1.955 1.835(1) 1.723
December 31, 2001..........000.... 2.320 2.353(1) 1.936
Month ended
December 31, 2001.........000.... 2.320 2.380(2) 2.293
January 31, 2002......cciiiiinnnn.. 2.418 2.366(2) 2.293
February 28, 2002........cuuunn.. 2.348 2.408(2) 2.348
March 31, 2002. ... iienennnnnnn. 2.324 2.345(2) 2.324
April 30, 2002. ...t iiennnnnnnnn. 2.362 2.320(2) 2.271
May 31, 2002. ..ttt ineeeennnnnn. 2.522 2.453(2) 2.377
June 24, 2002. ...ttt 2.827 2.684(2) 2.541

(1) Average of the rates on the last day of each month in the period.
(2) Average of the lower and higher rates in the month.

Source: Central Bank.

On June 24, 2002, the commercial selling rate was R$2.827 per US $1.00.

3.B. Capitalization and Indebtedness

N RN e e

DD DNDDNDDNDN

.116
.209
.165
.985
.801

.467
.438
.469
.366
.369
.530
.827
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The table below sets forth our current liabilities and capitalization at
December 31, 2001.

At December

31,

2001

(In millions

of USS)

Current liabilities

Current portion of long-term debt . ... ...ttt ettt eeneeeeenn $

1S3 9T B il it 1 e LY

[ i o L PR
Total current 11abilities . v e i ettt ettt ettt ettt eeeeeennaeeeeeeeeennns $

Long-term liabilities
Long-term debt
LT B =Y $
UN S B UL A e & e e e e v e ettt e e e et e e e aeeeee e eaeeeeeeeeeneeeeeeeeeeeeeeeeeaeeeeeeees

Total long-term liabilities. ... ittt imi ittt ettt eeaeeeeeeeenns

MInority InEere st .t ittt ettt ittt e i e e e e

Shareholders' equity
Preferred shares--600,000,000 shares authorized and 138,575,913 issued..........
Common shares--300,000,000 shares authorized and 249,983,743 issued.............
Treasury shares—--91 preferred and 4,715,170 common shares.........oviiiieeeennn
Additional paid-—dn Capital. ...ttt ittt ettt et et e e e et e e
Retalned Earning S . .ttt ittt ettt ettt ettt ae ettt
Other cumulative comprehensive INnCoOme. ... ...ttt ittt tneeeeeeeenneeeeeeeenns

Total shareholders' egQUIty ...t i it ittt it ettt et ettt eeaeeeeeeeanns

Total capitalization (total shareholders' equity + long-term debt)....... $

We often use joint venture and affiliated company ownership structures
with domestic and foreign partners to finance our large-scale projects. On
occasion, we enter into guarantees to support the debt of these joint ventures
and affiliated companies. As of December 31, 2001, we had extended guarantees
for borrowings of joint ventures and affiliated companies in an aggregate
amount of US$702 million, of which US$492 million was denominated in U.S.
dollars and the remaining US$210 million was denominated in Brazilian currency.
These guarantees do not appear in the table above.

At December 31, 2001 US$458 million of our total long-term debt was
guaranteed by non-CVRD Group entities pursuant to a transaction which arose out
of our privatization.

Vale Overseas

The table below sets forth Vale Overseas' capitalization at March 31,
2002.
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At December

31, 2001
(In millions
of USS)
o3 ol e o B 1 e LY o U.S5.$300,000
Shareholders EgUIt Y . v v vt ittt ittt et e et ettt ettt et e eaeeeeeeeeeaaeaeeeeens 1
1 X o= U.S.$300,001

3.C. Reasons for the Offer and Use of Proceeds

Not applicable.

3.D. Risk Factors
Risks Relating to Brazil

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

The Brazilian government frequently intervenes in the Brazilian economy
and occasionally makes drastic changes in policy. The Brazilian government's
actions to control inflation and effect other policies have often involved wage
and price controls, currency devaluations, capital controls and limits on
imports, among other things. Our business, financial condition and results of
operations may be adversely affected by changes in policy involving tariffs,
exchange controls and other matters, as well as other factors outside of our
control such as:

o currency fluctuations,

[} inflation,

o monetary policy and interest rates,

o fiscal policy,

o energy shortages, and

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

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

Brazil has historically experienced extremely high rates of inflation.
Since the introduction of the real in July 1994 under the Real Plan, Brazil's
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inflation rate has been substantially lower than in previous periods.
Inflation, as measured by the Indice Geral de Precos--Mercado, the general
market price index in Brazil, or IGP-M, fell to 1.8% in 1998 before increasing
to 20.1% in 1999 as a result of the devaluation of the real in January 1999,
and decreased again to 9.9% in 2000, 10.4% in 2001 and 1.1% in the first four
months of 2002. There can be no assurance that recent lower levels of inflation
will continue. Future governmental actions, including actions to adjust the
value of the real, may trigger increases in inflation. If Brazil experiences
substantial inflation again in the future, our operating expenses and borrowing
costs may increase, our operating and net margins may decrease and, if investor
confidence decreases, the price of our securities may fall. For a more detailed
discussion about inflation, see Item 5.A.2. Inflation.

Inflation itself and governmental measures to combat inflation have had
significant negative effects on the Brazilian economy. Since 1999, governmental
actions to curb inflation have included interest rate increases and
intervention in the foreign exchange market through the sale of U.S. dollars
and government bonds linked to the U.S. dollar. These actions may adversely
affect the market value of our securities.

Fluctuations in the wvalue of the real against the value of the U.S. dollar
may result in uncertainty in the Brazilian economy and the Brazilian
securities market and could lower the market value of our securities.

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

In 1999, the real depreciated 48% against the U.S. dollar, and in 2000 it
devalued 9%. During 2001, the real experienced a period of significant
depreciation, in part due to the economic uncertainties in Argentina, the
global economic slowdown and the energy crisis in Brazil. The real depreciated
18.7% against the U.S. dollar during 2001. There are no guarantees that the
exchange rate between the real and the U.S. dollar will stabilize at current
levels or that the real will appreciate against the U.S. dollar.

Depreciation of the real relative to the U.S. dollar would reduce the U.S.
dollar value of distributions and the dividends on the American depositary
shares and may also reduce the market value of our securities. Depreciation
also creates additional inflationary pressures in Brazil by generally
increasing the price of imported products and requiring recessionary government
policies to curb aggregate demand. On the other hand, appreciation of the real
against the U.S. dollar may lead to a deterioration of the current account and
the balance of payments, as well as dampen export-driven growth. For a more
detailed discussion about the floating exchange rate and Brazilian government
measures aimed at stabilizing the real, see Item 3.A.3. Exchange Rates.

Developments in other emerging market countries may affect the Brazilian
securities markets.
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International investors generally consider Brazil to be an emerging
market. As a result, economic and market conditions in other emerging market
countries, especially those in Latin America, influence the market for
securities issued by Brazilian companies. Since the fourth quarter of 1997, the
international financial markets have experienced significant volatility, and a
large number of market indices, including those in Brazil, have declined
significantly. For example, the Brazilian financial markets were adversely
affected by the Asian financial crisis at the end of 1997 and the Russian
financial crisis in 1998. In 2001, after prolonged periods of recession,
followed by political instability, Argentina announced it would not service its
public debt. In order to address the worsening economic and social crisis, the
Argentine government abandoned its decade-old fixed dollar-peso exchange rate,
allowing the currency to float. The Argentine peso experienced a 260%
devaluation against the U.S. dollar from January 1 to May 31, 2002.

The continuation of the Argentine recession and the recent devaluation of
the Argentine peso could adversely affect the Brazilian economy, as Argentina
is one of Brazil's principal trading partners, accounting for 8.6% of Brazil's
exports in 2001. The Argentine crisis may also affect the perception of risk in
Brazil by foreign investors. Although the expectation of many that a similar
problem would follow in Brazil has not materialized, the volatility in market
prices for Brazilian securities increased in early 2001. Nonetheless, if events
in Argentina continue to deteriorate, they may adversely affect our ability to
borrow funds at an acceptable interest rate, to raise equity capital when and
if there should be a need, or to finance capital expenditures. Approximately
63.9% of our long-term debt at December 31, 2001 is scheduled to mature in 2003
and 2004. Accordingly, adverse developments in Argentina or in other emerging
market countries could harm our results of operations and lead to a reduction
in the demand for, and market price of, our ADSs

The Brazilian government's energy rationing program could adversely affect
us.

We are a significant consumer of Brazil's electricity production, and
accounted for 4.5% of total consumption in Brazil in 2001. Brazil faced a
shortage of energy during the second half of 2001 as a result of increased
demand due to economic growth, inadequate expansion of electric generation in
past years and unfavorable hydrological conditions. In response, the Brazilian
government imposed an energy rationing program to alleviate the energy
shortage, which aimed to decrease energy consumption by at least 20%. This
program had a negative impact upon the country's economic performance and
inflation levels. As a result of this program, we had a temporary reduction of
our aluminum and ferro-alloy production. By the end of 2001, climate conditions
improved, reducing the immediate risk of energy shortages. Therefore, the
Brazilian government eliminated the restrictions on the use of energy on
December 31, 2001 for the northern region of Brazil, and on February 28, 2002
for the rest of Brazil. However, there currently remain forecasted shortfalls
in generation capacity. We are unable to assess the impact that the
government's response to future energy shortages may have on our operations.

Our business could be affected by political instability in Brazil.
The next presidential elections in Brazil are to occur in October 2002 and

Brazilian law does not allow President Fernando Henrique Cardoso, now serving a
second term, to serve a third term. Changes in the

composition of the governing coalition, in the identity of ruling local
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parties, in the cabinet or in the presidency may potentially undermine investor
confidence or produce policy changes that may adversely affect our operations
and/or the price of our ADSs.

Risks Relating to Our Business

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

Sales prices and volumes in the worldwide iron ore mining industry depend
on the prevailing and expected level of demand for iron ore in the world steel
industry. The world steel industry is cyclical. A number of factors, the most
significant of these being the prevailing level of worldwide demand for steel
products, influence the world steel industry. During periods of sluggish or
declining regional or world economic growth, demand for steel products
generally decreases and leads to corresponding reductions in demand for iron
ore. Global steel output in 2001 decreased by 0.08% to 846,900 from 847,600
tons produced during 2000. This may lead to decreases in the level of demand in
the iron ore market and have an adverse effect on world contract prices and
sales volumes for iron ore. Prolonged reductions or declines in world contract
prices or sales volumes for iron ore would have a material adverse effect on
our revenues. In addition, poor conditions in the global steel industry could
result in the bankruptcy of some of our customers, which would increase our bad
debt expenses.

The mining industry is an intensely competitive industry, and we cannot
assure our ability to continue to effectively compete with other mining
companies in the future.

Intense competition characterizes the worldwide iron ore industry. We
compete with a number of large mining companies, including international mining
companies. Some of these competitors possess substantial iron ore mineral
deposits at locations closer to our principal Asian and European customers and
it is possible that competition from foreign or Brazilian iron ore producers in
the future will result in our losing market share and revenues. Our gold,
aluminum, manganese and other activities are also subject to intense
competition.

Competition in the energy generation business tends to intensify

As a result of the Brazilian government's privatization and restructuring
of the regulatory framework for the power industry, we expect an increase in
competition in the generation of electricity, which could result in declining
energy prices. Beginning on January 1, 2003, the provision of electricity
services will be subject to further deregulation and competition may increase
even further with the entry of new competitors. A sustained decrease in energy
prices would lower the returns that we are expecting from our investments in
the energy business.

We are subject to cyclicality and price volatility for iron ore, aluminum
and other minerals.

Cyclical and other uncontrollable changes in world market prices affect
our iron ore, aluminum, gold and other mining activities. In particular,
aluminum and gold are sold in an active world market and traded on exchanges,
such as the London Metals Exchange and the Commodity Exchange, Inc. Therefore,
the prices for these metals are more volatile than iron and pellet prices, as
they respond to daily changes in supply and demand. Prolonged declines in world
market prices, in nominal and real terms, for our products would have a
material adverse effect on our revenues.

Our mining activities depend on authorizations of regulatory agencies.
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Changes in regulations could have an adverse effect on our business.

Our mining activities in Brazil depend on authorizations and concessions
by regulatory agencies of the Brazilian government. Our exploration, mining and
mineral processing activities are also subject to Brazilian laws and
regulations which change from time to time. If these laws and regulations
change in the future, modifications to our technologies and operations could be
required, and we may be required to make unbudgeted capital expenditures which
could lead to an increase in our borrowing costs. For a more detailed
discussion about the authorizations and concessions by regulatory agencies of
the Brazilian government upon which our mining activities depend, see Item
4.B., 4.C. and 4.D. Business Overview, Organizational Structure and Property,
Plants and Equipment--Lines of Business—--Non-Ferrous Minerals——-Regulatory
Matters.

Our energy business is subject to extensive governmental regulation

The Brazilian power generation business depends on concessions granted by
the government and is regulated and supervised by the Brazilian electricity
regulatory governmental agency, ANEEL. Given that Brazil may face future energy
shortages like the one experienced in the second half of 2001, the Brazilian
government has announced its intention to issue further regulations applicable
to the power system. Changes in the laws, regulations or governmental policies
regarding the power generation industry, the marketing of energy in the
wholesale market or concession requirements could lo