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MANAGEMENT DISCUSSION & ANALYSIS OF FINANCIAL CONDITION &
RESULTS OF OPERATIONS

For the Year ended December 31, 2007

This Management's Discussion and Analysis (“MD&A") focuses on key items from the
audited consolidated financial statements of MMX Mineragdo e Metélicos S.A. ("MMX” or the
“Company”) for the year ended December 31, 2007 and the factors reasonably expected to
impact future operations and results as prepared on March 31° 2008. This discussion should
not be considered all-inclusive, as it excludes changes that may occur in general economic,
political and environmental conditions. Additionally, other matters may occur which could affect
the Company in the future. This discussion should be read in conjunction with the combined
consolidated financial statements of the Company for the year ended December 31, 2007 and
the related notes.

Additional information on the Company is available under the Company’s profile on
SEDAR at www.sedar.com or on CVM at www.cvm.gov.br. Al doltar amounts are in US dollars,

uniless otherwise stated.
FORWARD-LOOKING INFORMATION

This MD&A contains certain “forward-looking statements” and ‘forward-looking
information” under applicable Canadian securities laws concerning the business, operations and
financial performance and condition of MMX. Except for statements of historical fact relating to
MMX, certain information contained herein constitutes forward-looking statements. Forward-

looking statements are frequently characterized by words such as “plan,” “expect,” “project,”
“intend,” “believe,” “anticipate”, “estimate” and other similar words, or statements that certain
events or conditions “may” or “will" occur. Forward-looking statements are based on the
opinions and estimates of management at the date the statements are made, and are based on
a number of assumptions and subject to a variety of risks and uncertainties and other factors
that could cause actual events or results to differ materially from those projected in the forward-
looking statements. Factors that could cause actual results to vary materially from results
anticipated by such forward-looking statements include changes in market conditions, variations
in ore grade or recovery rates, risks relating to internationa! operations, fluctuating metal prices
and currency exchange rates, changes in project parameters, the possibility of unanticipated
costs and expenses, failure of plant, equipment or processes to operate as anticipated, the
failure to obtain necessary licenses or permitting, any acquired mineral projects not being
integrated successfully or such integration proving more difficult, time consuming or costly than
expected, and other risks of the mining industry. Although MMX has attempted to identify the
important factors that could cause actual actions, events or results to differ materially from those
described in forward-looking statements, there may be other factors that cause actions, events
or results not to be anticipated, estimated or intended. There can be no assurance that forward-

looking statements will prove to be accurate, as actual results and future events could differ




materially from those anticipated in such statements. MMX undertakes no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should
change, except as required by applicable securities laws. The reader is cautioned not to place

undue reliance on forward-iooking statements.

The following is a summary of the key sections of this MD&A:

1.  BUSINESS OVERVIEW AND OQVERALL PERFORMANCE ... 2
2. MMXSYSTEMS DEVELOPMENT OVERVIEW ..o 3
3. SUMMARISED FINANCIAL INFORMATION .....oocoriis it 11
4. SHARE CAPITAL ......oooiceriecerer ettt sk s s s m e sas s n s n s bt nan 18
5.  TRANSACTIONS WITH RELATED PARTIES ..o anreneneienins 18
6. OFF-BALANCE SHEET ARRANGEMENTS......ocoiiiriniiisininnnsinie s 19
7. SUBSEQUENT EVENTS ..ot entinin s sanerma sttt s et s 19
8. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS .....cccoonimmmiinincnenn 22
9. CHANGES IN ACCOUNTING POLICIES ......ooiiiiirinr ettt 24
10. DISCLOSURE CONTROLS AND PROCEDURES ... 24

1. BUSINESS OVERVIEW AND OVERALL PERFORMANCE

MMX is a Brazilian-based company and is in the business of exploration and
development of integrated mining, mineral processing, production of iron ore and intermediate
products for the steel industry and logistics services.

The iron ore mining and intermediate steel products operations are organized into
integrated independent systems named MMX Corumba System, MMX Amapa System, AVG
Mineragao and MMX Minas-Rio System (collectively, the “MMX Systems”).

LLX Logistica S.A. (“LLX") is the holding company for the logistics business and was
incorporated in March, 2007. LLX is focused on the significant potential growth in intrastructure
and logistics, providing services to the MMX Systems and third parties through the devetopment
of three major port systems in the Southeast Region of Brazil: Port Agu, Port Brasil and Port
Sudeste.

The Company has been listed on BOVESPA Novo Mercado (symbol:MMXM3) since
July 2006 and was included on the Special Corporate Governance Stock Index ("IGC"). Since
June 2007, MMX has had Level 1 Global Depositary Receipts (“GDRs") (symbol:XMM) listed for
trading on the Toronto Stock Exchange (“TSX") , becoming the first Brazilian company listed on
the TSX. Through the listing on the TSX, MMX is aimed at expanding the Company's
shareholder base by attracting investors across the global mining market.




As most of the Company's projects are still in the exploration or development stage,
production, sales and revenues were obtained mainly from the operating iron ore mine of MMX
Corumba4, and from a railroad contract in place at the time for MMX Logistica do Amapa.

In 2007, the Corumba System produced 1.505.000 tons of iron ore and 60.000 tons of
pig iron and sold 790.000 tons of iron and 5.000 tons of pig iron. MMX Logistica do Amapa
transported passengers and 242.000 tons of third parties general cargo. The Company’s total
net revenue amounted at $106.7 million and net loss at $ 65.5 million.

The Company's subsidiaries have derivative financial instruments to manage their
exposure on its foreign currency denominated debt instruments. The Company's subsidiaries
enter into derivative financial instruments only for cash flow hedging purposes and not for
speculation purposes. In order to reduce the impact of fluctuations in the exchange rate, the
subsidiaries have adopted a policy of entering into swap contracts,

Management monitors and evaluates its overall position daily in order to evaluate
financial results and impact on the subsidiaries’ cash flows. All financial derivative instruments
are marked-to-market at each batance sheet date, with the impact of changes in their fair value

recorded as financial income (expenses).

Further information on the MMX Systems and LLX, including investments in project
development and technical reports, is available through SEDAR at www.sedar.com and on our

website www.mmx.com.br/ri.

2. MMX SYSTEMS DEVELOPMENT OVERVIEW

MMX Corumbd System
Production and Operation

The MMX Corumbd System consists of an iron ore mine and a beneficiation plant that
commenced operation and production in 2005, and a pig iron plant with two blast furnaces: the
first blast furnace commenced its commercial operations in August 2007 and the second blast

furnace commenced operating in January 2008.

In 2007, the iron ore production reached 1,505 thousand tons, mainly of lump. Sales
amounted to approximately 790 thousand tons, 99.93% to the export market.




The pig iron plant produced 60 thousand tons with 5 thousand tons of sales to the
Argentinean market. The full capacity of 400 thousand tons per year will be reached in the first
quarter of 2008.

The Company’s net revenues for sales of iron ore and pig iron amounted to $105.4
million in 2007.

In 2007 the Company entered into some long term agreements (2007-2012) to supply
iron ore to clients in South America and Europe and is currently carrying out negotiations with

other potential clients to supply test lots.

MMX Corumba Metalicos entered into a long term supply agreement {2007-2012) with
Cargil Incorporated (“Cargill’), in the beginning of the year with firm take and delivery
obligations for approximately 75% of the total pig iron plants production. Cargill will have
exclusive rights to market MMX Metalicos's pig iron acquired production from MMX Corumba
System worldwide with the exception of South America.

The Corumba Project holds short term export financing lines with Brazilian banks. The
Company intends to renew the short term lines or replace them with long term lines in 2008.

Forestry Program

MMX Corumba has a Forestry Program focused on the development of the Company’s
own forest base to supply the charcoal needed to operate the pig iron operation in a sustainable
and environmentally correct way. This goal will be reached in 2017 and is in line with the
Conduct Commitment Term entered into with the Public Ministry of the Mato Grosso do Sul
state in August 2006.

At the end of 2007, the Forestry Program had reached 2,750 planted hectares, among
acquisition of planted forest and own plantation of 1,500 hectares in that year. The Company
acquired, until this date, 8,780 hectares of own forest base.

All the project parameters are aligned to the Company's environmental policy, which

prioritizes the sustainability of its undertakings, reconciling economic development with the
preservation of the natural habitat.

Logistics

The production from the MMX Corumba Integrated System is transported on barges
down the Paraguay-Paran4 River way to the ports of Rosario and San Nicolas in Argentina.




In order to guarantee the transportation of its production, the Company entered into long
term agreements with local barge operators which will guarantee the transportation of
approximately 2.3 million tons in 2008, with increasing capacity in the following years.

MMX is examining alternatives for the transportation of its production so as to reduce
the impact of the river's dry period, such as the building of inventory in the Rosario Port, in
Argentina. The use of Port Brasil, to be developed by LLX, is one of the alternatives being

considered for the medium to long term.

MMX Amapd System
Production and Operation

The MMX Amapa System consists of an iron ore mine and a beneficiation plant, the
Amapa railroad and the Santana Port.

In March 2007, Centennial Assets Participagdes Amapa S.A. (“Centenial Assets
Amapa”) sold its 30% stake in the Company to Cleveland-Cliffs, Inc., the largest producer of
iron ore and pellets in the USA, for $133 million. In March 2008, Anglo and MMX's controller,
Mr. Eike Batista, entered into a Share Purchase and Sales Agreement through which Anglo will
acquire Mr. Batista’s stake in the MMX Amapa System. Further details on this transaction can

be found in Section 7 - Subsequent Events.

Total investments for the Amapa System are estimated at R$898 million, which includes
the improvement in the beneficiation plant. Of this total, up to R$580 million are object of a
credit line on lending operation with Brazil's National Development Bank (*BNDES") as well as
long term export prepayment operations with Banco ABC Brasil S.A. of $50 million and Banco
Itat BBA S.A. {“Iltat BBA") of $20 million.

Itad BBA has also granted a short term bridge loan in the amount of R$223 million in
order to finance investments until the BNDES disbursement. The first disbursement from
BNDES of R$250 million occurred in December 2007.

The beneficiation plant commenced operating in December 2007, with a production of
900 tons. The production will reach its full capacity of 6.5 million tons/year in 2009.




On December 31, 2007, MMX Amapa commenced the loading of its first iron ore
shipment headed for the client Gulf Industrial Investment Corporation (*GilC™), which is located

in Bahrain.

For MMX Metdlicos Amapé Ltda. (“MMX Metdlicos Amapa”), the Company is analyzing
the initial project foreseen to the MMX Amapa System, aiming at optimizing and gaining future

economies of scale.

The first aspect that has been decided is the construction of a single coke oven for the
pig iron plant with a capacity of 2 million tons per year maintained as a substitution for the ten
mini-coke ovens envisaged in the initial project. The operations start-up has been postponed to
mid 2010.

Logistics

The MMX Amapé System includes the Amapa Railway (EFA) for transportation of iron
ore output to the Port of Santana, in the Amapa State. MMX has a 20-year concession contract,
renewable for another 20 years, in operation since March 2006.

In January, 2007, MMX Amapa was granted a permit from the National Agency of
Waterway Transportation (“ANTAQ"), authorizing the construction and operation, for an
indefinite term, of a multi-purpose private port terminal in the port area of Santana, Municipality
of Santana, Amapa State. The Santana Port is already operating, with the Operating License
granted in April 2007.

In 2007 Logistics net revenue amounted to $ 1.2 million resulting from the transportation
of third parties” cargo (242.000 tons) and passengers.

Iron ore exports will be carried out by barges to a floating offshore structure where it will

be transshiped to the cape-size ships.
iron ore supply contract with GHC

In March 2007, GIIC decided to increase its contracted volume of iron ore to 13 million
tons/year by exercising the option to acquire an additional 6.5 million tons.

The product to be supplied will be sourced from both the MMX Amapa and the MMX
Minas-Rio Integrated Systems and is supported by the supply agreement entered into in
November 2006.
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MMX Minas-Rio System

The MMX Minas-Rio System will reach the full iron ore production capacity of 26.5
million tons/year of pellet feed in 2011. The iron ore will be transported through a 518 km
pipeline, which will connect the beneficiation plant, to be constructed near the mine, to Port Agu
{Rio de Janeiro State).

MMX is working to develop the three projects that comprise the Minas-Rio System

within the established timeline.

Port Agu, located at the Sdo Jodo da Barra Municipality, Rio de Janeiro State, will be
the outlet center for the Minas-Rio System iron ore production, to be done by cape-size vessels.
The construction and iron ore handling will be carried by LLX Minas-Rio Logistica S.A. (*LLX
Minas-Rio”"), a subsidiary of LLX,

In June, 2007, the National Agency of Waterway Transportation — ANTAQ authorized
the construction and operation, for an indefinite term, of the Port Agu multi-purpose private port
terminal. The permit allows the operation of both the Company's own as well as third-party
cargo, as contemplated by the business plan of the Company's subsidiary LLX Logistica.

In July 2007, the operation for the sale of 100% of the shares owned by Centennial
Assets Mining Fund LLC in the Minas-Rio System — MMX Minas-Rio and LLX Minas-Rio - to
Anglo American Plc for a total economic value of $1.15 billion, was concluded. In addition,
Anglo American subscribed for new shares of the Gompanies, increasing its ownership interest
to 49%. In March 2008, Anglo and MMX's controller, Mr. Eike Batista, entered into a Share
Purchase and Sales Agreement through which Anglo will acquire Mr. Batista’s stake in MMX
Minas-Rio. Further details on this transaction can be found in Section 7 - Subsequent Events.

In June, 2007, the Company received formal communication from by BNDES Eligibility
and Credit Committee recognizing that the MMX Minas-Rio System is eligible for BNDES
funding. The approval by the BNDES's board was obtained in December 2007, for the amount
of R$3.3 billion, 50% of which is in direct financing and 50% is under a Project Finance

condition.

In September 2007 LLX Minas-Rio and the ARG-CIVILPORT consortium signed a
Letter of Intent for the offshore construction work of Port Agu, and the construction of the facility

was initiated.

The Preliminary Environmental Permit for the construction of the slurry pipeline, was
granted in August 2007 by the Federal Enviranmental Agency (IBAMA).




The issuance of the Preliminary Environmental Permit represents the approval of the
environmental impact study of the Pipeline by the competent Federal authority. The construction
of the MMX Minas-Rio Pipeline is now conditioned upon the granting of the appropriate
Construction Permit. The company's transparent approach, which involved presenting its
projects to the community beforehand, leads MMX to reaffirm its belief in obtaining all the
licenses required by law on time to meet the start-up of the Minas-Rio Integrated System as

scheduled.

In September 2007 the Company hired the consortium formed by Confab Industrial
S.A., Siat S.A. and Marubeni-ltochu Steel Inc., for the supply of approximately 539 km of
welded steel pipes with 24 and 26-inch diameter.

Sojitz Corporation, a Japanese trading company with worldwide presence, confirmed,
under long-term supply agreements with MMX Minas-Rio, that it will acquire 13.2 million tons of
peliet feed (wet basis). The pellet feed will be delivered at the Port Agu at market prices.
Therefore, in addition to the contract signed with GIIC in 2006, MMX Minas-Rio has a total
contracted volume of 21.5 million tons of pellet feed {(wet basis).

The negotiations with current and potential clients for the supply of products have
revealed a strong demand for pellet feed, and have led the Company’s Board of Directors to

postpone the start up of the pelletizing facility to 2011.
AVG

in December 2007 the Company, through its subsidiary AVX, concluded the purchase
of 100% of AVG's shares, for $224 million, to be paid in 5 annual installments. The purchase
price may accrete by a variable portion, capped at $50 million, subject to the attainment of the
necessary environmental permits for certain mining rights, which may increase the mining
reserves base of the acquired company.

AVG is located in the Serra da Farofa area, at the Serra Azul region, at the southwest
side of the Iron Quadrangle in Minas Gerais State. The production is transported through a
highway until the MRS Logistica railroad and, from there the export production is shipped
through the Sepetiba Port, in Rio de Janeiro State.

MMX has carried out technical studies which indicate that AVG's production capacity
may be increased from the current 2.3 million tons to 5.8 million tons per year. The Company
belisves that AVG may increase its overall efficiency and productivity due to: 1) improvement in




AVG's operational process; 2) replacement of equipments near the useful life end; and 3)
implementation of maintenance procedures and routines.

To meet the expected capacity, the investment plan for AVG in 2008 and 2009 amounts
to $32 million, of which $12 million for current investments and $20 million for expansion

investment.

In the future, MMX plans to expand its investment in AVG to initiate a second stage in
AVG’s production capacity, which should exceed the planned 5.8 million tons per year, and, for
this purpose, is continuing the engineering studies that will sustain the new expansion.

LLX Logistica S.A.

LLX, constituted through a corporate restructuring approved by the Company’s Board of
Directors during the first quarter of 2007, became the holding company for MMX’s logistics
activities. The company has an independent management focused on identifying new business

opportunities in logistics.
Below are the key factors taken into consideration in the creation of LLX:

¢ Solid economic fundamentals will ungerpin Brazil's next high growth cycle;

e Trade will play a key role in the process, substantially increasing the demand for
logistics systems;

s Brazil is underinvested in its infrastructure and provides outstanding opportunities
for companies to invest in this sector; and

« |Isolation of logistics assets allows a better perception of its value, thus attracting a
more focused analyst community and new investors.

LLX, a wholly owned subsidiary of MMX, has a 70% stake in LLX Agu Operagdes
Portuarias S.A. (“LLX Ac¢u”) and & 51% stake in LLX Minas-Rio. The remaining 49% stake in
LLX Minas-Rio belongs to Anglo American Participagbes Ltda., as a result of the transaction
between Anglo American and MMX carried out in July 2007.

In addition to the maritime infra-structure that is being constructed to handle iron ore,
LLX Agu has the right to construct additional infrastructure in the area and operate logistics
activities and cargo for third-parties, with the payment of a rate per ship/per ton to LLX Minas-
Rio. LLX Agu will have the right to expand Port Agu as settled with LLX Minas-Rio from time to
time, and will also have the right to carry on port operations in Port Agu, respecting the iron ore

priority rights.




In September 2007, LLX Logistica and Ontario Teachers’ Pension Plan Board
(“OTPP"), a Canadian pension fund, entered into definitive agreements providing for the
subscription and purchase of 15% by OTPP of the issued and outstanding shares of LLX, in
preferred shares, for a price of $185.0 million. This transaction implies a market value of

approximately $1.23 billion for LLX.

The funds raised on this transaction with OTPP will be used for the development of non-
iron ore related port activities and of an industrial complex in Port Agu's back-area. The
investment will also be directed for the development of the Port Brasil, in Sao Paulo State, and

of Port Sudeste, in Rio de Janeiro State.

In November 2007, LLX entered into a financing agreement with Banco Bradesco S.A.
(“Bradesco”) contemplating a firm commitment in the amount of $750 million. The financing
agreement encompasses a short term bridge loan in the amount of $300 million and long-term
finance credit lines in an amount of up to $750 million which are expected to be mostly from the
lending of funds from BNDES, with an estimated term of up to 13 years. Bradesco further
agreed to undertake best efforts to syndicate approximately an additional $1.1 billion for LLX.

All the terms and conditions related to the long-term financing will be subject to
BNDES's previous analysis, and the conclusion of the transaction is subject to the detailed
conditions of the engagement letter, and to usual market conditions for transactions of this

nature.

The long-term finance credit lines are structured as project finance, with corporate'
guarantees limited to the pre-completion phase of the projects that are being conducted by
LLX’s subsidiaries. MMX will not provide guarantee for the financing.

The Port Agu, with a back-area of 7,800 ha, will handle iron ore from the MMX Minas-
Rio pipeline, as well as other products such as steel, coal, containers, granite, ethanol, oil
derivatives and LNG. The Port Brasil, with a back-area of 1,950 ha, is being designed to handle
iron ore, containers, fertilizers, agricultural and liquid bulk. The Port Sudeste is also strategically
focated and sized to house a distribution center and berth for iron ore ships.

Other Operations

The Company, through its subsidiary MMX Properties LLC (“MMX Properties”) holds a
purchase option for an aircraft for which it has paid a down payment of $100,000. In 2007, the
Company also acquired Bay Service Servigos Portudrios Ltda (“Bay Service”), a navigation
service company to carry on the transshipment operation in the Amapa System.

_10-




3. SUMMARISED FINANCIAL INFORMATION
Year end 2007 Results

The 2007 financial statements reflect the implementation phase of the Company's
subsidiaries, represented by investments, costs and expenses related to the projects under

development.

Listed below are the highlights of the last three financial years of the Company:

Financial Results (miffions of US Dollars) 2007 2006 2005
Net revenue: 106.7 4.6 -
Net financial income (loss) (including exchange

) 191.2 4.2 {1.1)
rate variation):
General, sales and administrative expenses 231.2 39.3 B.2
Headcount 1,455 421 N/A
Net income {loss): {65.5) {67.0) (13.2)
Total Assets 1,935.0 675.8 134.6
Cash and marketable securities: 3523 364.5 18.2
Gross debt: 578.5 181.4 66.7
Shareholders equity: 978.1 421.1 {5.8)

The significant increase in net revenue reflects the ramp-up of iron ore production solely
from the MMX Corumba System, which started operating in 2005: in 2007 iron ore sales reached
790 thousand tons in comparison to 65 thousand tons in 2006. The MMX Amapa System
commenced its production in December 2007 and MMX Minas-Rio System is in its early stage of
development. Also, iron ore prices in 2007 were on average 10% higher than in 2006.

The net financial income of $191.2 million is the result of the $281.7 financial income
which was partially offset by the $78.2 million financial expense and $12 million as loss on
equity pick up. Financial income is explained mainly by: (a) interest income earned on cash
invested, which increased substantially due to the sale of an additional stake in MMX Minas-Rio
to Anglo American; (b) gains on derivative instruments, following the Company’s risk
management policy of hedging its capital expenditures; and (¢) foreign exchange rate gain on
assets. Financial expenses reflect the increase of gross debt to finance the investments.

The increase in total assets is explained by two main reasons: first, the consistent
execution of capital expenditure plan of MMX Corumb4 and Amapa Systems, what is shown by

1] -




the increase in investment in property, plant and equipments from $191.7 million in 2006 to
$781.6 million in 2007, as well as the increase in the gross debt, and second, the reduction of
Company’s stake in MMX and LLX Minas-Rio from 70% to 51% as a result of the sale of 19% to
Anglo American in 2007, which caused the Company to account them under the equity method
as oppose to 2006, when they were fully consolidated. This change is represented by the
investment at equity basis which was null in 2006 and $523.7 in 2007. This sale also explains

the increase in Shareholder’s Equity.

These consolidated financial statements have been prepared in accordance with
generally accepted accounting principles in the United States of America ("US GAAP").

US GAAP varies in certain significant respects from Canadian generally accepted
accounting principles. The Company has presented the nature of such differences in Note 25 to

the combined consolidated financial statements.

4™ Quarter Results

Financial Results (miffions of US Dollars) 2Q07 3Q07 4Q07
Net revenue: 245 55.3 106.7
Net financial income (loss} (including

exchange rate variation): 1716 189.0 1912
General, sales and administrative expenses 94.3 143.3 231.2
Headcount 697 1,068 1,455
Net income (loss): 51.2 971.0 {65.5)
Total Assets 1,053.1 1,492.4 1,935.0
Cash and marketable securities: 388.2 3474 352.3
Gross debt: 339.5 357.0 5785
Shareholders equity: 547.3 1,002.5 978.1

The increase in net revenue along the quarters reflects the ramp-up stage of iron ore
production. The huge increase in the last quarter reflects of the enhancement in producing

capacity.

The net financial income seasonality reflects, in third quarter, the increase on cash
invested and gains on derivative instruments. On fourth quarter the decrease on net financial
income is explained by the increase of financial expenses due to debt increase to finance

investments.

The increase in general, sales and administrative expenses along 2007 is a result of the
normal course of business and is also reflected in the headcount increase.

-2




As a result of capital expenditure investment in operations, using own resources as well
as third party, and also the divesture operation with Anglo American there is an increase in total

assets as well as shareholder’s equity.
Liquidity and Capital Resources

Financing and investments

The sources of funding necessary to finance the investments required for the various
projects were structured by MMX in conjunction with leading Brazilian banks and the BNDES.

The chart below shows the Company’s strong cash position as of December 31, 2007,
in US$million, for the MMX Systems, composed mainly of the funds obtained in the July 2006
public offering and the contribution of strategic partners, Cleveland Clifts and Anglo American

Plc.

US$ million 1.237

MMX S.A. Corumbé Amapa Minas-Rlo LLX AVG Total
p Cash t Debt o Net Debt B Net Cash

Note: considering 100% of the companies’ cash and debt.
Derivative Financial Instruments

The Company’s subsidiaries have derivative financial instruments to manage their
exposure on its foreign currency denominated debt instruments. The only purpose for which the
Company's subsidiaries enter into derivative financial instruments is for cash flow hedging.
Subsidiaries do not speculate by using derivatives. In order to reduce the impact of fluctuations
in the exchange rate, the Company’s subsidiaries have adopted a policy of entering into swap

contracts.




p—

By using derivative financial instruments to manage exposures to changes in exchange
rates, the Company's subsidiaries expose themselves to credit risks and market risks. Credit
risk is the failure of the counterparty to perform under the terms of the derivative
contract. When the fair value of a derivative contract is positive, the counterparty owes the
subsidiaries, which creates a credit risk for the subsidiaries. When the fair vatue of a derivative
contract is negative, the subsidiaries owe the counterparty and, therefore, they do not pose a
credit risk. Company subsidiaries reduce their credit risk in derivative financial instruments by

entering into transactions with high quality counterparties.

Market risk, in this case, is the adverse effact on the value of a financial instrument that
results from a change in currency exchange rates, managed by establishing and monitoring
parameters that limit the types and degree of market risks that may be undertaken.

Management monitors and evaluates its overall position daily in order to evaluate
financial results and impact on the subsidiaries’ cash flows. All financial derivative instruments
are marked-to-market at each balance sheet date, with the impact of changes in their fair value

recorded as financial income (expenses).

During the years ended December 31, 2007, 2006 and 2005, and accumulated as from
inception, January 186, 2001 to December 31, 2007, gains of
$168,754, $12,317, $0 and $181,071, respectively, were effectively realized and unrealized
pains (losses) of ($1,575), $9,482, $630 and ($1,575) respectively, tor the same periods
mentioned above and both recorded in the statements of operations.

Fair value of financial instruments

The following estimated fair value amounts have been determined using available market
information and appropriate valuation methodologies. However, considerable judgment is
required to interpret market data and to develop the estimates of fair value. Accordingly, the
estimates presented herein are not necessarily indicative of the amounts the Company could
realize in a current market exchange. Certain assumptions were used to estimate the fair value
of each class of financial instruments for which it is practicable to estimate that value.

The estimated fair values of financial instruments are as follows:

{thousands of US dollars) December 31, 2007 December 31, 2006
Carrying Fair Carrying Fair
amounts Value amounts value

Financial assets:
Cash and cash equivalents 200,567 200,567 1,743 1,743

Derivatives financial instruments (1,575) (1.575) 9,482 9,482
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Marketabte securities 151,680 161,680 362,716 362,716
Restricted cash 24,271 24,271 67,952 67,952

Financial liabilities:
Debt:

In foreign currency 419,599 420,931 171,896 172,638

in local currency 132,687 132,687 7,278 7,278
Notes payable:

In foreign currency 172,815 172,815 11,276 11,276

In local currency 36,026 36,026 9,832 9,832

Criteria, assumptions and limitations used to calculate the market value

Cash and cash equivalents

The accounting value approximates the market value of the trading securities due to the

short-term maturity of these instruments.

Marketable securities and restricted cash

Both carrying amount and fair value of the marketable securities, including “the part
restricted as collateral”, are calculated based on current market rates applicable for such type of

debt securities.

Debt

The fair value of the Company’s debt is estimated by discounting the future cash flows
of each instrument at rates currently offered to the Company for similar debt instruments of

comparable maturities by the Company’s bankers.

Notes payable

The fair value of notes payable is calculated and recorded through the discounting of
the Company's cash flows using a market interest rate of 8%, as the notes are either non-
interest bearing or low-interest bearing (see Note 15 to the combined consolidated the financial

statements).
Derivatives financial instruments - swaps

The fair value is determined based on quotations provided by the financial institutions

which issued the financial instruments.

The following table presents the estimated fair values of the Company's derivative

financial instruments as follows:
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(thousands of US dollars)

Currency swap transactions:

For a $30,000 amount {Banco Santander), maturing February 2007

For a $65,000 amount {Banco Pactual), maturing February 2007

For a $45,000 amount (Banco ABC Brasil), maturing February 2007
For a $110,000 amount {Unibanco}, maturing February 2007

For a $45,000 amount {Banco ABN AMROQ Real) maturing February 2007
For a $50,000 amount {Banco Votorantim), maturing February 2007
For a $35,000 amount (Banco Pactual), maturing February 2007

For a $20,000 amount {Unibanco), maturing February 2007

For a $185,000 amount {Banco Votorantim); maturing February 1, 2008
For a $25.000 amount (Banco Pactual); maturing February 1, 2008

For a $105.000 amount (Banco Pactual); maturing February 1, 2008
For a $20,000 amount (Banco Pactual); maturing March 3, 2008

Total

Contractual Obligations and Commitments

Failr value
December December
31, 2007 31, 2006
- 543
- 1,664
- 813
- 2,816
- 1,152
- 1,280
- 774
- 440
(930) -
(101) -
(425) -
{119) -
{1,575) 9,482

Payments Due by Period (in thousands of US dollars)
Contractual Obligations Total Less than | 1-3 4-5 After 5
1 year years years years
Short Term Debt 333.1 333.1
Long Term Debt 219.2 - 416 177.6 -
TOTAL 552.3 333.1 41.6 177.6 -

At December 31, 2007, the Company and its subsidiaries had commitments with suppliers

of goods and services as follows:

(in thousands of US dollars)

Balance of the contract

Date of
Object of service contract signing Due date December 31, 2007

Basic engineering, detailed

engineering, supply management and

implementation management for the

ltabirito processing plant in Amapa 1/9/2006 8/1/2012 97,273
Set up management of the Itabarito

processing plant in Pedra Branca do

Amapari 6/30/2006 12/31/2007 4,882
Preparation of conceptual and

basic design for construction of Acu

Port, Technical advisory services on

studies for implementation of oreduct

and construction of the works na 07/28/2006 1/1/2008 427,533
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project Agu Por.

Contracts related 1o the

construction of railway 1/1/2006 7/2/2009 18,655

Basic engineering, detailed

engineering, supply management and
implementation management 4/12/2005 1/26/2009 21,828

Agreements related to construction

of Terimal Port in Santana and other
projects in Amapa 5/1/2006 6/1/2008 11,462

Legal and geological consultancy
and advisory services with DNPM in

iron ore mining projects in the state of
Minas Gerais 6/2/2006 6/2/2008 2,433

Contracts related to the operation

of the of the processing plant of Mine
63 12/8/2005 2/28/2017 322,929

Oft-road vehicles to Amapa mining
complex 8/30/2006  11/23/2008 21,845

Contracts related to supply of the
raw material for Corumba System 1/8/2007 5/29/2009 20,648

Agreements related to production,
storage, shipment and fluvial

transportation of iron from the
Beneficiation Planto of Amapa. 4/7/2007 6/20/2027 331,069

Others 36,479

Total 1,317,036

Business Outlook

Notwithstanding the recent turbulences in financial markets, mainly in the USA, the
emerging market economies, particularly in China and India, seem to keep growing based on
strong domestic demand and investments in infra-structure, pushing steel production and
consequently the mining products demand. This was clearly attested by the 65% increase in

iron ore prices in 2008.

In this scenario, we expect economic growth in 2008 to remain high, although slightly
lower than 2007, and the unbalance between iron ore demand and supply to last for the coming

years, given the positive perspective for the sector.
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4. SHARE CAPITAL

As at December 31, 2007, the Company had 15,230,000 GDRs outstanding. The
Company conducted two share splits carried out in January 2007 and July 2007.

As of December 31, 2007 the shares were priced at R$940.00 and the Company’s
market capital was R$14.3 billion.

Stock option plan

In 2008, the controlling shareholder granted the executive officers and 18 strategic
managers the option to purchase MMX’s shares, as part of the 5-year remuneration and
incentive program, without any costs or dilution to minority shareholders. The stock option plan
has individual exercise rules for each officer and manager of the Company.

In addition to this remuneration and incentive program, at a Special Shareholders’
Meeting held in 2006, the Company approved a stock option purchase program for MMX's
shares through which the Board of Directors will grant stock options in favor of managers,
officers and Company employees as long as it represents less than 1% of the outstanding

shares.

5. TRANSACTIONS WITH RELATED PARTIES

(in thousands of US dollars) Assets Liabilities

Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
MMX Minas-Rio 2,962 - 369 -
MPX Mineragéo 105 - -
0GX 40 - - -
Spritit of Brazil 201 - - -
EBX Siderurgia da Bolivia 335 -
Terminal de Cargas Sarzedo 1,709 -
GVA Mineragéo Ltda 120 -
LLX Minas-Rio 21 - 2,782 -
Other 6 - - -

5,713 - 3,151

Current 3,529 - 3,151 -
Long-term 2,184 - - -

The chart above represents the transactions through which the Company provides
funds to support the working capital needs of some of its subsidiaries.
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Also, the Company and its subsidiaries are provided shared corporate services by EBX,

a related party.
All such transactions are made under usual market conditions at arm’s length.

6. OFF-BALANCE SHEET ARRANGEMENTS

The Company does not have any off-balance sheet arrangements.

7. SUBSEQUENT EVENTS

Acquisition of Minerminas - Mineradora Minas Gerais Ltda.

On March 3, 2008, AVX, a Company subsidiary, concluded the operation for acquisition

of Minerminas - Mineradora Minas Gerais Ltda. (“Minerminas”).

In exchange for purchase of the entirety of the shares in Minerminas, AVX will pay a
total of $115,625 in 7 consecutive semi-annual instailments. The first instaliment, in the amount
of $16,518, has already been settied and the remaining six installments, in the same amount,
will be settled in the forthcoming months of July and January, ending in January 2011.

Through its subsidiary AVX the Company is integrating the operations of AVG with
those of Minerminas, in order to achieve synergies and efficiency gains.

Negotiations between MMX'’s controlling shareholder and Anglo American

MMX Group's controlling shareholder, Mr. Eike Batista, and a wholly-owned subsidiary
of Anglo American plc (“Anglo American”) entered into at March 31, 2008 a Share Purchase
and Sales Agreement relating to the acquisition by Anglo American (the “Purchase Operation”)
of the shares owned by Mr. Batista in a new company to be organized and established (“IronX™)
within the scope of the spin-off of certain assets and liabilities of MMX (the “Restructuring
Operation”). As a result of the Restructuring Operation, the portions spun off from MMX are to
be transferred in favor of two companies, one of them IronX, the company that is the object of
the Purchase Operation, and the other LLX Logistica S.A. (“LLX"), with the current share held
by MMX in LLX being transferred to the Company’s stockholders. MMX will retain the

remainder of its assets and liabilities.
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When the Restructuring Operation is concluded, IronX will retain the Company’s 51%
stake in the MMX Minas-Rio System (excluding the 51% stake in LLX Minas-Rio currently held
by LLX), as well as the Company’s 70% stake in the MMX Amapa System. A wholly-owned
subsidiary of Anglo American already currently owns a49% stake in the MMX Minas-Rio
System and in LLX Minas-Rio.

The parties envision that the Restructuring Operation will be a condition precedent for
conclusion of the Purchase Operation. The terms of the Purchase Operation are to further
include the payment by IronX to MMX of a future economic share due as from 2023 in relation
to MMX Amapéa and as from 2025 in refation to MMX Minas-Rio, besides other mutual

commitments by the parties involved.

Anglo American will pay an amount of approximately $361.12 per share issued by IronX
(assuming 1 lronX share for each MMX share in circulation) or a total of

$5.5 billion for 100% of the IronX shares.

After the Restructuring Operation and for as long as Mr. Batista remains as its
controfling stockholder, MMX will continue to be the exclusive vehicle for this gentleman in
mining projects in general and LLX his vehicle for ports and flogistic infrastructure projects. As
part of the Restructuring Operation, MMX will also have the option to retain a 50% share in the
first pellet plant to be built at Agu Port.

As a consequence of the Restructuring Operation, if approved, IronX and LLX wili be
listed on the “New Market” segment of the Sdo Paulo Stock Exchange (BOVESPA) and the
MMX stockholders will have the right to held stakes in each one of the three companies
involved in the restructuring, receiving a new share issued by IronX and LLX for each MMX-
issued share held. Moreover, each GDR of MMX will represent 1/20ths of a share of MMX, LLX

and lronX.

Consummation of the Restructuring Operation and the Purchase Operation is subject to
certain conditions, including approval by the Boards of Directors of Anglo American and MMX,
such regulatory approvals as may be required and negotiation and signature of the respective
definitive agreements. Furthermore, in order o make the Restructuring Operation effective,
IronX, LLX and MMX will have to obtain the appropriate approvals from their shareholders at
meetings called in the manner prescribed by the Brazilian Corporation Law (No. 6404/76) and
the norms of the CVM.
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After consummation of the Purchase Operation, Anglo American will carry out an initial
public offering for acquisition of the shares from IronX's minority shareholders for the same price
offered to Mr. Batista, according to Brazilian legislation in effect and, in particular, in conformity
with the New Market Regulations

MMX Metdlicos Corumbd receives operating license for blast furnace 2 and

begins commercial operation

MMX Metélicos Corumbé, a subsidiary in which MMX retains 99.9% of the shares of the
capital stock, was granted Operating License No. 476/2007 to begin the industrial activities of
Blast Furnace No. 2 at the Pig Iron Production Mill located in the city of Corumba, State of Mato
Grosso do Sul. Such license was granted by that state’s Environmental institute - (“IMASUL"),
which is linked to the State Secretary for the Environment, Cities, Planning, Science &
Technology - (“SEMAC”).

Accordingly, on January 3, 2008, MMX Metdlicos Corumba began commercial
operations at the blast furnace covered by such authorization.
Deposits in court for the Minas-Rio System

The Company’s subsidiaries MMX Minas-Rio and LLX Minas-Rio have questioned the
requirement to pay federal income taxes (IRPJ and CSLL) on financial gains accrued during
their pre-operating phase. The suits were filed on January 28, 2008 and on January 31, 2008
deposits were made in court in the respective total amounts of $84,776 and $9,260. At present,
the Company is awaiting decisions at the lower court level in the Federal Courts of Rio de

Janeiro.

Subscription of shares by the Ontario Teachers’ Pension Plan Board ("OTPP"}

On January 17, 2008 the OTPP injected capital in LLX Logistica in the amount of
$185,000, pursuant to a contract signed for subscription by that Canadian pension fund of 15%
of the shares in the Company’s logistics subsidiary LLX Logistica.
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Stock split

At the Annual General Meeting set for April 7, 2008, Company stockholders will decide
on a stock split involving the shares issued by MMX, whereby each existing share will thereafter
be represented by 20 shares. If the proposal is approved, the Company's stockholders will be
entitled to receive the split shares based on the ownership structure as of the meeting date.
The shares issued as a result of the split will vest the same rights and prerogatives as the
existing shares.

Adaptation to the Law 11,638/2007

Law 11,638/07 was enacted on December 28, 2007, and amends and repeals
provisions of Laws 6,404 and 6,385, which governed financial statements preparation for
Brazilian companies, in order to adjust accounting practices adopted in Brazil to the
international financial reporting standards (IFRS), affecting the Company's net income and
shareholders' equity, which are basis for dividend and interest on equity payment.

The Company is currently evaluating the potential impacts of this law.

8. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the combined consalidated financial statements requires
management of the Company to make a number of estimates and assumptions relating to the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities
at the date of the combined consolidated financial statements, and with respect to the reported
amounts of revenues and expenses during the period. Significant items subject to such
estimates and assumptions include the carrying amount of inventories, property, plant and
equipment, intangibles, deferred income tax assets, environmental liabilities, asset retirement
obligations, valuation of derivative instruments and fair value of financial instruments. Actual
results could difter from those estimates. The Company reviews the estimates and assumptions

periodically.

Derivative instruments and hedging activities

The Company accounts for derivatives and hedging activities in accordance with FASB
Statement no. 133 - Accounting for Derivative Instruments and Certain Hedging Activities, as
amended, which requires that all derivative instruments be recorded on the balance sheet at

their respective fair values.

All derivative financial instruments are marked-to-market at each balance sheet date,

with the impact of changes in their fair value recorded as financial income (expenses).
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Income taxes

Income taxes are accounted for under the asset and liability method. Deferred income
tax assets and liabilities are recognized for the future tax conseguences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax bases, and operating loss and tax credit carry forwards. Deferred
income tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered
or settled. The effect on deferred income tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date.

Property, plant and equipment

Property, plant and equipment are recorded at cost, including interest capitalized during
the construction of major new facilities, less accumulated depreciation. Interest during the
construction period on borrowings denominated in foreign currency is capitalized using
contractual or average interest rates, exclusive of foreign exchange gains or losses.
Depreciation on property, plant and equipment is or will be calculated on the straight-line
method over the estimated useful lives of the assets, as detailed in Note 10 in the combined
consolidated financial statements. The mining rights are or will be amortized using the unit of
production method. Timber resources are stated at cost, less accumulated depletion, which will

be determined on the unit-of-production basis.

Goodwill and intangibles, net

The Company accounts for business combinations and goodwill according to SFAS
No.141, “Business Combinations,” and SFAS No.142, “Goodwill and Other Intangible Assets.”
SFAS No.141 requires that the purchase method of accounting be used for all business
combinations and that certain acquired intangible assets be recognized as assets apart from
goodwill. SFAS No.142 provides that goodwill should not be amortized but instead should be
tested for impairment annually at the reporting unit level. The Company's annual impairment
test was performed in the fourth quarter of fiscal 2007. The results of this test indicated that
there has been no goodwill impairment for December 31, 2007.

Other intangible assets consist of railroad concession rights, which are stated at cost.
Amortization is calculated on the straight-line method over the period of the related concession

contract, which is 20 years.
Recoverability of long lived assets

In accordance with FASB Statement no. 144 - Accounting for the Impairment or
Disposal of Long-Lived Assets, long-lived assets, such as property, plant and equipment and
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intangibles are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be
held and used is measured by a comparison of the carrying amount of an asset to the estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying amount
of an asset exceeds its estimated future cash flows, an impairment charge is recognized by the
amount by which the carrying amount of the asset exceeds the fair value of the asset. Assels to
be disposed of would be separately presented in the balance sheet and reported at the lower of
the carrying amount or fair value less costs to sell, and are no longer depreciated. The assets
and liabilities of a disposal group classified as held-for-sale would be presented separately in

the appropriate asset and liability sections of the balance sheet.

9. CHANGES IN ACCOUNTING POLICIES

There were no changes in the company's accounting policies in 2007.

10. DISCLOSURE CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provide reasonable assurance that
all relevant information is gathered and reported to senior management, including the
Company’s President and Chief Executive Officer and Chief Financial Officer, on a timely basis
so that appropriate decisions can be made regarding public disclosure. The Company’s system
of disclosure controls and procedures includes, but is not limited to, our Policy of Use and
Disclosure of Information, our Code of Business Conduct and Ethics and the effective
functioning of our Audit Committee and procedures in place to systematically identify matters
warranting consideration of disclosure by the Audit Committee.

Internal Controls over Financial Reporting

Management of the Company is responsible for establishing and maintaining effective
internal control over financial reporting. The Company's internal control over financial reporting
is designed to provide reasonable assurance regarding the reliability of the Company’s financial
reporting for external purposes in accordance with accounting principles generally accepted in
Canada and Brazil to the Company's management and board of directors regarding the
preparation and fair presentation of published financial statements.

Management assessed the effectiveness of the Company's internal control over
financial reporting as of December 31, 2007. In making this assessment, management used
the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
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Commission (*COSQ") in Internal Control - Integrated Framework. Based on this assessment,
the Company's CEO and CFO have determined that, as of December 31, 2007, the Company's
internal contro! over financial reporting is effective and have certified the Company’s annual
filings with the Canadian securities regulatory authorities.

No significant changes in our internal controls or in other factors that could significantly
affect these controls subsequent to the date of the evaluation, including any corrective actions
with regard to significant deficiencies and material weaknesses, were made as a result of the

evaluation.
Limitations of Controls and Procedures

The Company's management, including the Chairman and Chief Executive Officer and
the Chief Financial Officer, believe that any disclosure controls and procedures or internal
controls over financial reporting, no matter how well conceived and operated, can provide only
reasonable, not absolute, assurance that the objectives of the controi system are met. Further,
the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Because of the inherent
fimitations in all control systems, they cannot provide absolute assurance that all control issues
and instances of fraud, if any, within the Company have been prevented or detected. These
inherent limitations include the realities that judgments in decision-making can be faulty, and
that breakdowns can occur because of simple error or mistake. Additionally, controls can be
circumvented by the individual acts of some persons, by collusion of two or more people, or by
unauthorized override of the control. The design of any systems of controls also is based in part
upon certain assumptions about the likelihood of future events, and there can be no assurance
that any design will succeed in achieving its stated goals under all potential future conditions.
Accordingly, because of the inherent limitations in a cost effective control system,
misstatements due to error or fraud may occur and not be detected.
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Independent auditors’ report

To

The Board of Directors and Shareholders
MMX Mineragic e Metalicos S.A.

Rio de Janeiro - RJ

We have audited the accompanying consolidated balance sheets of MMX Mineragio ¢ Metalicos
S.A. and subsidiaries as of December 31, 2007 and 2006, and the combined consolidated
statements of operations, shareholders’ equity (deficit) and comprehensive income (loss), and
cash flows for each of the years in the three-year period ended December 31, 2007 and for the
period from inception date (January 16, 2001) to December 31, 2007. These combined
consolidated financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these combined consolidated financial statements based

on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the combined consolidated financial statements are free of
material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
combined consolidated financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall combined
consolidated financial statement presentation. We believe that our audits provide a reasonable

basis for our opinion.

In our opinion, the combined consolidated financial statements referred to above present fairly, in
all material respects, the consolidated financial position of MMX Mineragdo e Metéalicos S.A. and
subsidiaries as of December 31, 2007 and 2006, and the combined consolidated results of their
operations and their cash flows for each of the years in the three-year period ended December 31,
2007 and for the period from inception date (January 16, 2001) to December 31, 2007 in
conformity with U.S. generally accepted accounting principles.




The accompanying combined consolidated financial statements have been prepared assuming that
the Company and subsidiaries will continue as a going concern. As discussed in Note 1 to the
combined consolidated financial statements, most of the Company’s subsidiaries MMX Amapa
Mineragio Ltda., MMX Metalicos Corumb4 Ltda. (formerly MMX Metilicos Brasil Ltda.),
MMX Metalicos Amapa Ltda., Bahia Ferro Mineragdo Ltda.,, IRX Mineragéo Ltda,, MMX
Mineragio do Serro Ltda., LLX Agu Operagdes Portudrias S.A., MMX Pig Iron Trading &
Shipping (Nevada) LLC and the equity investment companies MMX Minas-Rio Mineragdo S.A.
(formerly MMX Minas-Rio Mineragdio e Logistica Ltda.) and LLX Minas-Rio Logistica
Comercial Exportadora S.A. are still in an exploration or development stage and thus are
dependent upon the financial support of the shareholders or capital infusions from third parties up
to the moment their operations are profitable. This scenario raises substantial doubt about the
Company’s and subsidiaries’ ability to continue as a going concern. Management’s plans in
regard to these matters are also described in Note 1. The combined consolidated financial
statements do not include any adjustments that might result from the outcome of this uncertainty.

U.S. generally accepted accounting principles vary in certain significant respects from accounting
principles generally accepted in Canada. The Company has presented the nature of such
differences in Note 25 to the combined consolidated financial statements.

KPMG Auditores Independentes

March 31, 2008




MMX Mineragdo e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Consolidated balance sheets

(In thousands of U.S. dollars, except share daia)

December December

Note 31, 2007 31, 2006
Aasets
Current assets
Cash and cash equivalents 200.567 1.743
Marketable securitics 3 151.68C 362.716
Restricted cash 3 24,271 67.952
Trade accounts receivable 4 23.03% 2170
Recoverable taxes 5 17.289 8803
Inventories 6 72915 17.460
Derivative financial instruments 7 . 9.482
Advances 1o suppliers and employees 36.713 6.641
Related parties 14 3.529 .
Other 5.046 5.662
535.049 482.629
Noacurrent assets
Investments a1 equity basis 9 523.734 -
Property, plamnt and equipment, net 10 781649 191.687
Goodwill and intangibles, net 11l 40.237 363
Related parties 14 2.184 -
Advance for future investment acquisition 12 1.228 1.018
Recoverable taxes b 26.767 -
Advances to suppliers 16.000 -
Other 8.380 132
1.400.17% 193,200
Total asyets 1.935.228 675.829
Liabilities and shareholders’ equity
Cureent liabilities
Notes payable L5 61.191 14993
Trade accounts payble 78.918 31101
Tax, payroll and retated charges 50.726 8717
Short-term debt 16 333,103 117 467
Accrued interest 26,196 2444
Related parties 14 3151 -
Derivative financial instruments 7 £.575 -
Other current liabilities 5.872 430
561.732 171.152
Long-term liabilities
Notes payable 15 147.650 10115
Long-term debit 16 215.183 61.507
Asset retirement obligations 13 4.458 5.879
Stock options 20 16,568 m
Other accrued liabilities 2817 5.360
390.716 $3.632
Minority interest 1 4.648 -
Sharebolders’ equity
Shares authorized and issued - holding company: 19
Common stock: 2007- 15,230,492 and 2006 - 15,215,512 480317 472525
Additional paid-in-capital 504 477 18.210
Deficit accurnulated during the exploration or development stage {146.081) (80.635)
Accumulated other comprehensive income 139.419 10.545
978.132 421.045
Total liabilities and shareholders’ equity 1.935.228 675.829
Going concern L.
Commitments 24
Subsequent events 26

See accompanying notes to combined consolidated financial statements.




MMX Mineracio e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated statements of operations

(In thousands of U.S. dollars, except per share and share data)

Accumulated as
from the inception
December December December (January 16, 2001) to
Note 31, 2007 31, 2006 31, 2005 December 31, 2007
Net revenue
Iron ore sales 105.408 3.831 - 109.239
Services rendered 1.289 817 - 2,106
106.697 4,648 - 111.345
Cost of goods sold and services rendered (96.352) {13.862) - {110.214)
Gross income (loss) 10.345 (9.214) - 1.131
General, sales and administrative expenses (231.190) (39.281) (8.187) (278.134)
Impairment charge 10 (5.471) - - (5.471)
Exploration costs (22.834) (22.671) (3.897) {49.722)
Operating loss (249.150) (71.166) (12.084) {332.196)
Other income (expenses):
Financial income 22 281.708 63.279 2.738 34R.736
Financial expenses 23 {78.220) (59.081) (3.839) (142.837)
Loss on equity pick up 9 (12.299) - - (12,299)
Total other income (expenses) 191.189 4.198 {1.101) 193.600
Loss before income and social contribution taxes (57.961) (66.968) (13.185) (138.596)
Income and social contribution taxes 17 (1.513) - - (1.513)
Loss before minority interest (59.474) (66.968) {13.185) {140.109)
Minority interest {5.972) - - (5.972)
Loss for the year (65.446) (66.968) {13.185) (146.081)
Loss per thousand shares
of common stock - basic and diluted 21 (4,30) (10,47 #VALOR! (9,60)
Weighted average per shares
ounstanding - basic and diluted 15.220.521 6.396.614 2,215,179 15.220.521

See accompanying notes 1o combined consolidated financial statements.




MMX Mineragio ¢ Metélicos S.A. and subsidiaries
{exploration or development stage compariies)

Combined consolidated statements of shareholders” equity {deficit) and comprehensive income (loss)

For the period from inception (January 16, 2001) to December 31, 2007

{In thousands, except thare daza)

Capital stock Accamalated
Additional Deflcit during other Totat
Preferred Commom  Preferred  Common paid-is the exploratica comprebensive shareboldeny”
namber aumber amonnt amonnt capleal or developmend Ktage imcome (loss}  equity (deficit)
Capital contribution at the inception on Jamary 16, 2001 (cash} - 1.259356 . 5 - . - L)
Capizal contribution (other than cash) - 1.518.716 - 16 - - - 16
Balances at December 31, 2002 - 3778072 - F1) - - . 21
Loss fof the year - - - - - [#2])] - an
Currezcy transtation adjustment - - - - - - 3) ]
Comprehensive kas - - - - - - - {25)
Balances af December 31, 2003 - L1o0n - 21 - 1 * 1]
Loss for the year - . - - - (#60) - {460}
Citfrency tramslation adjustment - - - - - - (58) 38
Comprehensive loss - - - - - - - (518)
Balances #t December 21, 1004 . 371072 - 3t . {482} ®1) [LF¥1]
Capital comribution:
August 10, 2005 (cash) - 1.259.336 - 4 - - - 4
August 25, 2005 (other ihan cash) 35.037.432 - 17 - - - - 17
December 19, 2005 (other chan cash) - 4540 - 11 - - - 1}
Deccmber 19, 2005 {cash) - 4.407.748 . 7.002 - - - 7.002
Advance for capital increase on Decermber 27, 2003 (cash) - - . - 427 . - 7
Laoss for the year . - - - - {13.18%) - (13.18%)
onadi . . - - - - 401 401
ve loss N . - . - - - (12.734)
Balsaces at Decerzher 31, 2008 3037432 9450716 17 7038 427 {13.667) 340 {5.845)
Capital contribution on March 13, 2006 (cash) - 1.912.963.452 - 1 “m - . 6.646
Conversion of preferred inio common shares (5.037.432) 5037.432 1%} 17 - - - -
Spin off oo Apxil 18, 2006 . (1.917.727.600) - 254 - . - 234
Capital comtribamion on July 26, 2006 (cash}
et of the eelated public offering costs of $52,022} - $.050 360 . 416.051 - - - 416051
Capital conribution on August 23, 2006 (cash) - 441152 - 42.092 - - - 42.092
Share-based compensation - - - - 18.210 - - 18.210
Loss for the year . - - - - (66.968) . {66.968)
Currency tramstation adjustment - - - - - - 10.60% 16.60%
Comgxtlersive loss - - - - - - - (56.363)
Balances at December 31, 2006 (Note 194) - 15215512 - 472525 18.210 {80635} 10.945 421045
Share-based compensation - - - - 52.302 - - 32302
Stock options exercise inthe year - 14.9%0 - 1792 (1.792) - - -
Gain on change i the subsidiaries ownership (Notz 199} . - - - H1.757 . - 441757
Loss fox the year - . . - . (65.446) - (63.446}
Currercy transtation adjustment . - - - - - 128 474 128.474
Comprehensive income - - - - - - 63.023
Balunces af December 31, 2007 - 15.230.492 - 480.317 504.477 (L45.081} 139.41% 9TE 132
Set g motes o i lidated financial
7




MMX Mineragio ¢ Metdlicos $.A. and subsidiaries
{exploration ot development stage companies)

Combined consolidated statements of cash flows

{In thousands of U.5. dotlars}

Cash flows provided by (used in) operating activities
Loss for the year
Adjustments 10 reconcile loss to net cash provided by
(used m) operating activities:
Depraciation, amortization and accretion
Share-based compensation
Minority interests
Loss on equity pick up
Write-off of mining rights
Exchange varisgtion {gain) loss
Derivative finencial intruments
Impairment charge
Other

(Increase) decreass i assets:
Marketable securities
Restricted cash
Trads accounts receivable
Recovergble taxes
Inventories
Advances to suppliers
Other

Increass (dacrease) in liabilities:
Trade sccowits payable
Taxes, payroll and related charges
Other current Liabilities
Other accrued liabilities
Other payables

Net cash provided by (used in) operating activities

Cash fow: from ipvesting wctivities
Additions 10 property, plant and equipment
Additions to intangible assets
Purchase of net asset in commection with acquisition - mainky mining rghts

Net cash used in investing activities

Cash flows from financing activities
Notes payable and debt:

Loans obtained:
Short-term
Long-term

Loans paid shott-term

Notes payable obtained

Notes payable paid

Related parties

Capital incresss

Minority interests

Net cash provided by financing activities

Increase (decreass) in cash and cash equivalents

Cash d by the exclusion of subsidiarie’ cash
+oml, lidated and the inclusion of subsidiary purchased

P ¥

Effect of exchange rate changes on cash and cash equivalenty

Cash and cash equivalnts, beginning of the period

Cash and cash equivalents, end of the period

Supplementary disclosure of cash flow informuation
Interest paid during the period

See wanying notes to combined consolidated financial statements.

Accumulated as
from the inception

D " D ", D n 11 ¥ 16, 2001)
31, 2007 31, 2006 31, 2005 ta December 31, 2007
{65.446) (66.968) (13.185) (146.081)

2.262 2.581 49 4892
68.099 18.21¢ - 86309
5972 - - 5972
12.299 - - 12299
- 638 431 1119
(53.066) (10.530) 1.924 {60.986)
(51.345) {£.560) {630) {60.535)
5471 - B 54
373 1.347 {3) 2.220
261.921 (353.013) - (91.092}
52.526 (61.173} (4.800) (13.447)
(10.752) - - {10.752)
(29.978) {3.315) (350) {38.542)
(52.506} {16971 - {69.483)
{28.799) (6.241) (60} (35.040)
{8.519) (7.19%5) {338) (15.655)
37.878 29.401 2.093 68.700
36.082 8159 176 44343
4,650 526 - 8176
(6.724)} 4410 - {2.314)
{9%) {153 - (1.219)
180.803 (473.873) {14,693 (308.654)
(640.523) (100 485) (46.427) (793.719)
- {353) - {333)
{53.385) {991} (69.111) {123.488)
(693.903) {101.830) (115.533) {917.360)
420138 93.240¢ 56910 664.510
161.533 51,385 10.840 223.031
(118.526) (33.000) - (151.526)
206.443 4910 92717 105.539
(10.336) {23.279) (17814} {45.615)
40,019 - {918} 40.029
- 464.789 7457 472271
27.553 - - 27.553
726.834 558.0435 149.192 1.435.792
213.72¢ {17.658} 18.961 209 578
{32.238) - - (32.238)
17.333 1.243 (830) 17.756
198.824 (16.415} 18.131 195.096
1.743 18.158 27 -
200.567 . 743 18.158 195 096
198 824 (16.415) 18.131 195.096
10.762 7.346 - 18.108




MMX Mineragio e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements
December 31, 2007, 2006 and 2003

(In thousands of U.S. dollars, unless otherwise stated)

The Company and its operations

i. Description of business

MMX Mineragio e Metélicos S.A. (“the Company” or “MMX") is a publicly traded joint
stock corporation under Brazilian law traded on the BOVESPA Stock Exchange in Brazil
under the code MMXM3 MMX consists of a group of subsidiaries, most of them in the
exploration or development stage.

The object of MMX is to engage in the following main businesses: mining, transformation,
transportation and sale of iron ore; manufacture transformation, transportation and sale of
steel inputs; as well as construction, operation and commercial use of maritime and railroad

terminals,

Either directly or through subsidiary companies, MMX develops projects in the areas of
mining, logistics and industrial processing of metallic products and steel inputs with added
value, always based on iron ore mined by the Company itself. MMX has mineral resources
resulting from the acquisition of and filing for mining rights whereby the Company itself
performs the prospecting work and mines the iron ore.

Current year developments

On January 9, 2007, MMX Amapi Mineragdo Lida. (“MMX Amap4”) transferred to the
Company its quotas in the capital stock of the subsidiary company IRX Mineragdo Ltda.
(“IRX"), which holds mining rights acquired on September 9, 2004 in the State of Bahia.
Thus, IRX becomes a directly subsidiary of the Company.

On February 5, 2007, the Company’s Level 1 Global Depositary Receipts (“GDR”) program
was started, and Banco Itad S.A. was contracted as the custodian institution and as depositary
The Bank of New York, as per terms already approved by the Comissdo de Valores
Mobiliarios (“CVM™). Each common share of the Company is equivalent to twenty (20)
GDRs, in accordance with the Company’s resolution after the stock split approved at the
Extraordinary General Meeting held on January 25, 2007, according to Note 19.




MMX Mineragdo e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)

On March 9, 2007, the direct subsidiary MMX Properties LLC (“"MMX Properties™) was
incorporated in the United States of America, State of Delaware, owning a purchase option of
an aircraft for which it made a down payment in the amount of $100.

On April 4, 2007, MMX Minas-Rio Mineragio S.A. ("MMX Minas-Rio”) organized the
subsidiary MMX Mineragdo do Serro Ltda. (“*MMX Serro™) with mining rights located in the
Municipality of Serro, in the State of Minas Gerais, where it is currently developing an iron
ore mine to supply that State.

On April 10, 2007, the Company and Centennial Asset Participagdes Minas-Rio S.A.
(“Centennial Asset Minas-Rio™), which holds 70% and 30% of MMX Minas-Rio,
respectively, performed the merger of subsidiary MMX Minas-Rio Mineragio ¢ Logistica
Ltda. currently MMX Minas-Rio. into their wholly-owned subsidiary MPC Mineragio e
Pesquisa Ltda. (“MPC™), which after the merger became a closely-held corporation and
renamed to MMX Minas-Rio Mineragiio $.A. (*MMX Minas-Rio™).

On April 11, 2007, the Company and Centennial Asset Minas-Rio performed the spin-off of
certain assets and liabilities of MMX Minas-Rio to two newly-incorporated companies, LLX
Minas-Rio Logistica Comercial Exportadora S.A. (*LLX Minas-Rio™) and LLX Aqu
Operagdes Portudrias S.A. (“LLX Agu™). After this transaction, the Company held directly
70% of the capital stock of the two new companies and Centennial Asset Minas-Rio, the

remaining 30%.

As a result of the reorganization, LLX Minas-Rio hold assets related to the ore pipeline of
MMX Minas-Rio integrated system and 300 hectares of Port of Aqu, designed for the
construction of an iron ore port terminal. LLX Agu hold the remaining part of Port of Agu.
MMX Minas-Rio and its subsidiaries maintain their ownership of Minas-Rio System mining
rights, of the iron ore processing plant and of the ore pipeline right of way.

The spin-off consisted of a transfer of assets within entities under common control, accounted
for at the companies’ net assets carrying amount as of March 31, 2007.

10




MMX Mineragio ¢ Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)

On April 11, 2007, at the end of the restructuring process, the Company transferred to the
subsidiary LLX Logistica S.A. (“"LLX Logistica™), which became the holding company for
the Company’s logistics activities, its equity interest in LLX Agu’s capital stock, representing
4,657,874 non-par, book-entry, common shares, assessed at $2,291, as well as its interest in
LLX Minas-Rio’s capital stock, representing 452,127 non-par, book-entry, common shares,
valued at $222, totaling to $2,513.

Still in the context of the restructuring process, the shareholders performed a partial spin-off
of Centennial Asset Minas-Rio, transferring the divided portion of its capital stock into a new
company to be named Centennial Asset Participagdes Logistica S.A. (“Centennial Asset
Logistica™. The assets and liabilities transferred as a result of this spin-off was limited, only,
to the investments of Centennial Asset Minas-Rio in LLX Agu, which then transferred to
Centennial Asset Logistica.

On May 14, 2007, the Port of Aqu received an Installation Permit from the Rio de Janeiro
State Environmental Agency (“FEEMA™), and on June 20, 2007 it was authorized by the
National Water Transportation Agency (“ANTAQ” - Agéncia Nacional de Transportes
Aquavidrios) to build and operate.

On May 29, 2007 the Company acquired the mining rights to explore iron ore in Bahia and in
Piaui, through the acquisition of 120,000 quotas with a par value of R$1 each, equivalent to
24% of equity interest in Bahia Ferro Mineragdo Ltda. (“Bahia Ferro”). Accordingly to the
shareholder agreement, such interest grants the contro! to the Company.

On June 27, 2007 the Level 1 GDR’s began to be traded on the Toronto Stock Exchange in
Canada (*TSX") under the code XMM.

11




MMX Mineragdo ¢ Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)

On July 13, 2007, Centennial Asset Mining Fund LLC (“Centennial Asset™) and MMX have
entered into an agreement to a wholly-owned subsidiary of the mining company Anglo
American plc (“Anglo American”), whereby Anglo American has purchased 100% of the
shares of Centennial Asset Minas-Rio for R$1,317,337 thousand (equivalent to $704,082)
and on July 18, 2007 has subscribed additional shares of LLX Minas-Rio and MMX Minas-
Rio in the amount of R$335,339 thousand (equivalent to $180,202) and R$1,294,361
thousand (equivalent to $695,556), respectively, in a transaction that resulted in Anglo
American owning a consolidated 49% ownership interest in LLX Minas-Rie and MMX

Minas-Rio.

In the context of the arrangement, MMX, its subsidiary LLX Logistica and Anglo American
also agreed to restructure the corporate reorganization of the Minas-Rio Companies.
Hereafter MMX Minas-Rio will be responsible for the construction and operation both of the
iron ore mines in Minas Gerais and of the mining pipeline of the MMX Minas-Rio Integrated
System. LLX Minas-Rio will be responsible for operating Port of Aqu, exclusively for the
handling of iron ore products.

On the liquidation date, MMX and its subsidiaries entered into sharcholders' agreements with
Anglo American and Centennial Minas-Rio, already in its capacity of wholly-owned
subsidiary of Anglo American plc, relating to the corporate governance of the Minas-Rio
Companies and, also executed other supplementary agreements, which included a technical
service agreement with an affiliate of Anglo American, whereby the Minas-Rio Companies
will have access to the intelligence and to the technical and mining expertise of Angio
American, and a corporate service agreement with MMX, whereby it will provide
administrative, general and special services.

Also, the same agreement provides that, upon confirmation of Phase II (starting operations),
Anglo American would have an option to make an additional payment to Centennial Asset
and a capital increase in MMX Minas-Rio and LLX Minas-Rio. This would increase Anglo
American’s interests in Minas-Rio System to 50%. Upon the exercising of this option, Anglo
American would hold equal equity interests in MMX Minas-Rio and in LLX Minas-Rio, and
these two companies would hold, respectively, the mining and logistics assets of Minas-Rio
System.

12




MMX Mineragéo e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)

On August I, 2007, LLX Logistica acquired the total of shares of MMX Comercial
Exportadora S.A. (*MMX Comercial Exportadora™), whose operation consist the foreign
trade of iron ore.

On August 2, 2007 the Company acquired the total of the shares of Bay Service Servigos
Portuarios Ltda (“Bay Service™), whose operation consist the render of navigation.

On September 27, 2007, MMX, LLX Logistica and the Canadian pension fund Ontario
Teachers’ Pension Plan Board (“OTPP"), signed a definitive three-way agreement for
subscription and acquisition by OTPP of 15% of the preferred shares issued by LLX
Logistica for $185,000 (“the Investment™). Financial settlement of the Investment occurred
on January 17, 2008, as mentioned in Note 26e.

The indirect subsidiary MMX Pig Tron Trading & Shipping (Nevada) LLC (*“MMX Pig
Iron™), which was incorporated on October 29, 2007 in the United Sates of America to hold

investments in mining and logistics companies.

The indirect subsidiary MMX Trade Shipping (Nevada) LLC (“MMX Trade™), incorporated
on November 9, 2006, is located in the United States of America, State of Nevada.

On November 7, 2007, LLX Agu, a subsidiary of LLX Logistica, exercised its option to
purchase the shares of the companies Sepetiba Empreendimentos e Participagdes Lida.
(“Sepetiba Empreendimentos™) and Pedreira Sepetiba Ltda. (“Pedreira Sepetiba™). On
November 7, 2007 the corporate name of Sepetiba Empreendimentos was changed to LLX
Sudeste Operagdes Portudrias Ltda ("LLX Sudeste™).

On December 4, 2007, the Company acquired 99.99% of the shares in the limited liability
company EDRJ111 Participagdes Ltda., the legal name of which was changed to AVX
Mineragio e Participagdes Ltda. (“AVX"} and whose corporate object is engaging in the
mining and sale of mineral products, being further empowered to hold equity stakes in the
capital of other companies.

Through its subsidiary AVX, on December 13, 2007 the Company acquired 99.99% of the
shares issued by AVG Mineragdo S.A. ("AVG”) for the total amount of $224,000. AVGis an
operational company, which produces iron ore in the location known as Conjunto das
Farofas, in the municipialities of Brumadinho and Igarapé, State of Minas Gerais.
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MMX Mineragdo e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)
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As of December 31, 2007, MMX had direct and indirect participation in the following
projects through its subsidiary companies:

a. MMX Amap4 System

a.1 The Company, through its subsidiary MMX Amap4, has current activities in mining

exploration (excluding those related to copper and precious metals) in the
Municipalities of Pedra Branca do Amapari and Serra do Navio, in the State of
Amapé. Such activities are being handled by means of an exploration contract
entered into between the subsidiary MMX Amapd and Mineragio Pedra Branca do
Amapari Ltda. (“MPBA™), a subsidiary of Canadian company Goldcorp Inc.
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MMX Mineragéo e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)

2.2 The Company incorporated MMX Logistica do Amapéd Ltda. (“MMX Logistica do
Amap4”) on February 23, 2006, for the purpose of obtaining from the State of
Amapid a Concession for Exploration of Freight and Passenger Railway
Transportation Service at the Amapa (“EFA”) Railway. The railroad operation
concession is for a period of 20 years, with an option of an additional 20 years, and is
aimed at developing the transportation logistics of extracted iron ore from the mines
held by the Company in the State of Amapa.

During the second half of 2006, MMX Logistica do Amapa started its operations and
is complying with the commitimens with third parties undertaken by the concession
agreement. Its parent company, MMX Amapa made the first outflow of iron ore on
December 31, 2007 and started-up the production in January 2008.

According to the Concession Agreement, MMX Logistica do Amapa must invest in
the first two concession years in the restoration of the railway.

b. MMX Minas-Rio System

At the Incorporation General Meeting held on March 1, 2007 the Company and its
indirect subsidiary MPC (currently MMX Minas-Rio) established LLX Logistica whose
operations consist of the integrated transport logistics services. MX Minas-Rio, LLX
Minas-Rio, LLX Acu and MMX Serro, are the owners of mining rights located in the
Quadrilétero Ferrifero region and in the Serra do Espinhago, in the State of Minas Gerais.
These assets support the “MMX Minas-Rio System”, production of iron ore and ' its
transportation via a mining pipeline, which will connect the mining region to the
Municipality of S@o Jo#io da Barra, in the State of Rio de Janeiro, where the Company
and its subsidiaries own a site suitable for the construction of a port with capacity to

receive deep draft ships.
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MMX Mineragio e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise siated)

¢. MMX Corumba System

c.1 The Company, through its subsidiary MMX Corumba Mineragdo Ltda (“MMX
Corumb4™), is the holder and lessee of mining rights in the City of Corumba, State of
Mato Grosso do Sul. MMX Corumbi is in the current phase of limited production of
iron ore through the operation of its two mines. During the fourth quarter of 2006,

the subsidiary started exporting iron ore.

¢.2 The Company, through its subsidiaries MMX Metdlicos Corumba Ltda. {*MMX
Metalicos Corumba™) and MMX Metalicos Amapd Ltda. (“MMX Metdlicos
Amapa”) is currently developing projects of integrated plants for the production of
cast iron and semi-finished products, preferably in the States of Amapa and Mato
Grosso do Sul, where the Company’s own mines are located, and at the deployment
of a pelletizing plant on the property of a subsidiary of the Company in the
Municipatily of Sdo Jodo da Barra.

On January 5, 2007, the subsidiary MMX Metdlicos Corumb4 entered into a long-
term agreement with Cargill, Incorporated (“Cargill”) for the supply of cast iron
production of MMX Corumbé4 System, with a firm guarantee of removal and
delivery. Committed to buy the agreed volume as from August 2007, Cargill will be
the only company, excluding South American companies, to purchase the cast iron
production acquired from MMX Metlicos Corumba originating from the MMX
Corumb4 System.




MMX Mineragdo e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise siated)

ii. Going concern

The Company and most of the subsidiaries are still in an exploration or development
stage and thus have not commenced its planned principal operations, being dependent
upon the financial support of the shareholders or capital infusions from third parties up to
the moment, their operations are profitable. In the absence of such support there could be
substantial uncertainties about the Company’s and subsidiaries’ ability to conduct its
planned principal operations as a whole. The accompanying combined consolidated
financial statements do not include any adjustments to reflect the possible future effects
on the recoverability and classification of assets or the amounts and classifications of
liabilities that may result from the possible inability of the Company and its subsidiaries
to continue as going concern. Notwithstanding the foregoing, the MMX Corumbd
system are already delivering iron ore products and MMX Amapa System, and, in
January 2008, started generating revenues from iron ore mining activities. In order to
finance the capital for the remaining operations, namely their metallic operation at the
MMX Minas-Ric and MMX Amap4 Systems the Company raised capital by means of an
initial public offering and additionally is obtaining and negotiating financing from
various financial institutions.

2 Summary of significant accounting policies

a. Basis of financial statement presentation

The combined consolidated financial statements have been prepared in accordance with U.S.
generally accepted accounting principles (“US GAAP”), which differ in certain respects from
Brazilian accounting principles applied by the Company and its subsidiaries in their statutory
financial statements.

US GAAP varies in certain significant respects from accounting principles generally accepted
in Canada (“Canadian GAAP"). The Company has presented the nature of such differences
in Note 2§ to the combined consolidated financial statements.
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MMX Mineragio e Metalicos S.A. and subsidiaries
(exploration or development stage companies)

Combined consolidated financial statements

(In thousands of U.S. dollars, unless otherwise stated)

The Company maintains its statutory accounting records in local currency, the real. The U.S.
dollar amounts presented in the combined consolidated financial statements have been
remeasured (translated) from the local currency amounts in accordance with the criteria set
forth in Statement of Financial Accounting Standards (SFAS) no. 52 - Foreign Currency

Translation.

The Company and its subsidiaries (collectively the “Companies™) determined the local
currency (real) as their functional currency and have translated all assets and liabilities into
U.S. dollars at the current exchange rate at December 31, 2007 and 2006 (R$1.7713 and
R$2.1380 to US$1.00, respectively), and all amounts in the statements of operations and cash
flows at the average rates prevailing during each of the months within the year ended
December 31, 2007, 2006 and 2005 and the period from the inception date (January 16,
2001) to December 31, 2007. The related translation adjustments are included in
accumulated other comprehensive income (loss), a component of shareholders’ equity
(deficit). All significant intercompany balances and transactions have been eliminated in

consolidation.

As of April 18, 2006, MMX Corumbd and MMX Metélicos Corumbaé were contributed to the
capital of MMX and, therefore, were consolidated in the financial results of MMX as of that
date. The contribution of both MM X Corumb4 and MMX Metélicos Corumbd to MMX were
accounted for at the book value and as both entities were under common control, they were
presented as combined from their inception dates.

b. Basis of consolidation

The combined consolidated financial statements inciude the accounts of the Company and all
majority owned subsidiaries in which the Company directly or indirectly has either (a)
majority of the equity of the subsidiary or otherwise has management control, or (b) the
Company has determined itself to be the primary beneficiary of a variable interest entity in
accordance with FIN 46(R).
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(In thousands of U.S. dollars, unless otherwise stated)

The details of the combined consolidated subsidiaries are as follows:

Ownership per

Consolidated Combined

December 31, 2007 December 31, 2006 December 31, 2005

Direct subsidiaries:

MMX Amapa 70.00 70.00 99.9%
MMX Minas Rio *) 70.00 99.99
MMX Minas Rio Minerago
Logistica Ltda (currently MMX Minas Rio) - 70.00 99.59
MMX Corumbi 70.00 70.00 -
MMX Metilicos Corumba $9.99 %999
MM Properties 100.00 -
IRX 80.00
MMX Metalicos Amapa 99.99
LLX Logistica 99.99
Bahia Ferro 24.00
Bay Sarvice Servigos 99.99
AVX 99.99
Indirect subsidiaries:
IRX 56.00 80,00
MPC (currently MMX Minas Rio) - 69,99 99.99
MMX Logistica do Amapa 69.99 69.99 -
MMX Serro *) -
LLX Agu 69,99
LLX Minas-Rio ™)
LLX Sudeste 69.98
Pedreira Sepetiba 69.98
MMX Trade 70.00
MMX Comercial Exportadora 69.99
MMX Pig Iron 99.99
AVG 99.80
19
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(*) The details of the non-consolidated subsidiaries are as follows:

Ownership percentage

December 31, December 31,

2007 2006
MMX Minas Rio (a) 51.00% -
LLX Minas Rio (b) 51.00% -

(a) Includes the indirect investee MMX Serro - 99.99%.

(b} Indirect investee of LLX Logistica - 51%.

Those non-consolidated companies were previously part of the Company’s consolidated
financial statements prepared for the periods ended up to June 30, 2007. in July 2007, a new
minority shareholder has contributed to capital, when it signed a partners’ agreement for both
companies, by which the minority shareholder has substantive approval and veto rights. Asa
result and in accordance with rules set forth by EITF 96-16, MMX has been accounting for
those investments under by the equity method as from July 2007, although currently owning
51% of the commom stock of these non-consolidated subsidiaries.

The accounting policies have been consistently applied in all the consolidated and
non-consolidated companies and are consistent with those used in the previous year.

Except for MMX Amapd, the subsidiary in which minority interest exist has presented losses
exceeding the minority interest in the equity capital of this subsidiary, such excess applicable
to the minority interest was charged against statements of operations, as there is no obligation
for the minority interest to make good such losses. However, if future earnings do
materialize, the statements of operations will be credited to the extent of such losses

previously absorbed.

In addition, the Company evaluates its relationships with other entities to identify whether
they are variable interest entities as defined by FASB Interpretation no. 46(R) - Consolidation
of Variable Interest Entities (“FIN no. 46(R)”) and to assess whether it is the primary
beneficiary with respect to such entities.
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c.

In 2007, the Company acquired four private investment funds, for which the Company and its
subsidiaries are the primary beneficiaries. The investments are represented mainly by
certificates of deposits and debt securities issued by the Brazilian government. As the
Company is the only beneficiary of those private investment funds, they were included in the
combined consolidated financial statements in accordance with FIN no. 46(R).

Cash equivalents

Cash and cash equivalents include all highly liquid temporary cash investments with maturity
dates of three months or less. Unrealized gains or losses are included in financial income

(expenses).

Restricted cash

At December 31, 2007 and 2006, the restricted cash refers to the Company’s portion of
marketable securities held as collateral for the loan granted by Banco de Investimenies Credit
Suisse, and private instrument of fiduciary release of credit rights as guarantee of installment
agreement in favor of MMX Corumba, respectively, as mentioned in Note 3.

Marketable securities

Debt securities acquired with the objective of selling in the short-term are valued at fair value
at the balance sheet dates and unrealized gains (losses) are included in financial income
(expenses). These sceurities primarily comprise of certificates of deposits and debt securities
issued by the Brazilian government held through private funds. The certificates of deposits
and debt securities are considered trading securities.

Trade accounts receivable and provision for doubtful accounts

Trade accounts receivable are reflected at the estimated net realizable value and do not bear
interest. When necessary, a provision for doubtful accounts will be recorded at an amount
considered sufficient by management to cover estimated losses arising on collection of
accounts receivable. No provision has been recognized as of December 31, 2007, 2006 and
2005.
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g. Inventories

Inventories are stated at the weighted average cost of acquisition or production, which does
not exceed net realizable values.

h. Derivative instruments and hedging activities

The Company accounts for derivatives and hedging activities in accordance with FASB
Statement no. 133 - Accounting for Derivative Instruments and Certain Hedging Activities,
as amended, which requires that all derivative instruments be recorded on the balance sheet at
their respective fair values.

All derivative financial instruments are marked-to-market at cach balance sheet date, with the
impact of changes in their fair value recorded as financial income {expenses}.

i Results during the exploration or developmen! stage

Revenues during the exploration or development stage were obtained from initial revenues of
the two iron ore mines of MMX Corumb4, and from a railroad contract in place at the time
MMX Logistica do Amapé both no longer in the exploration or development stage.

Such revenues are recognized when products are shipped and services are rendered, and
when the customer takes ownership and assumes the risk of loss, collection of the relevant
receivable is probable, persuasive evidence of an arrangement exists and the sales price is
fixed or determinable.

J.  Exploration costs

Exploration costs are expensed as incurred and relate to the exploration and evaluation costs
associated with mine drilling. Management’s decision to develop or mine a property will be
based on an assessment of the viability of the property and the availability of financing. The
Company capitalizes mining exploration and other related costs attributable to reserves in the
event that a definitive feasibility study establishes proven and probable reserves. Capitalized
mining costs are amortized using the unit of production method and are also subject to an
impairment assessment.
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k. Income taxes

Income taxes are accounted for under the asset and liability method. Deferred income tax
assets and liabilities are recognized for the future income tax consequences aitributable to
differences between the financial statement carrying amounts of existing assets and liabilities
and their respective tax bases, and operating loss and tax credit carryforwards, Deferred
income tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be
recovered or settled. The effect on deferred income tax assets and liabilities of a change in
tax rates is recognized in income in the period that includes the enactment date.

L Use of estimates

The preparation of the combined consolidated financial statements requires management of
the Company to make a number of estimates and assumptions relating to the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the combined consolidated financial statements, and with respect to the reported
amounts of revenucs and expenses during the period. Significant items subject to such
estimates and assumptions include the carrying amount of inventories, property, plant and
equipment, intangibles, deferred income tax assets, asset retirement obligation, valuation of
derivative instruments and fair value of financial instruments. Actual results could differ
from those estimates. The Company reviews the estimates and assumptions periodically.

m. Property, plant and equipment

Property, plant and equipment are recorded at cost, including interest capitalized during the
construction of major new facilities, less accumulated depreciation. Interest during the
construction period on borrowings denominated in foreign currency is capitalized using
contractual or average interest rates, exclusive of foreign exchange gains or losses.
Depreciation on property, plant and equipment is or will be calculated on the straight-line
method over the estimated useful lives of the assets, as detailed in Note 10. The mining
rights are or will be amortized using the unit of production method. Timber resources are
stated at cost, less accumulated depletion, which will be determined on the unit-of-production
basis.
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n. Goodwill and intangibles, net

The Company accounts for business combinations and goodwill according to SFAS No.141,
“Business Combinations,” and SFAS No.142, “Goodwill and Other Intangible Assets.” SFAS
No.141 requires that the purchase method of accounting be used for all business
combinations and that certain acquired intangible assets be recognized as assets apart from
goodwill. SFAS No.142 provides that goodwill should not be amortized but instead should
be tested for impairment annually at the reporting unit level. The Company’s annual
impairment test was performed in the fourth quarter of fiscal 2007. The results of this test
indicated that there has been no goodwill impairment for December 31, 2007.

Other intangible assets consist of railroad concession rights, which are stated at cost.
Amortization is calculated on the straight-line method over the period of the related
concession contract, which is 20 years.

0. Recoverability of long lived assets

In accordance with FASB Statement no. 144 - Accounting for the Impairment or Disposal of
Long-Lived Assets, long-lived assets, such as property, plant and equipment and intangibles
are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and
used is measured by a comparison of the carrying amount of an asset to the estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying amount
of an asset exceeds its estimated future cash flows, an impairment charge is recognized by the
amount by which the carrying amount of the asset exceeds the fair value of the asset. Assets
to be disposed of would be separately presented in the balance sheet and reported at the lower
of the carrying amount or fair value less costs to sell, and are no longer depreciated. The
assets and liabilities of a disposal group classified as held-for-sale would be presented
separately in the appropriate asset and liability sections of the balance sheet.
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p. Stock based compensation

Stock based employee compensation plans are accounted for in accordance with FASB
Statement no. 123 (revised 2004) - Share-Based Paymemt (“SFAS no. 123(R)"), for
transactions in which the Company exchanges its equity instruments for goods ot services,
with a primary focus on transactions in which the Company obtains employee services in
share-based payment transactions. Equity instrumems transferred by a related party or a
holder of an economic interest in the Company to its employees and management are also
subject to the provisions of Statement no. 123(R), unless the transfer was for a purpose other
than compensation.

SFAS no. 123(R) is a revision to Statement no. 123 and supersedes APB Opinion no. 25 -
Accounting for Stock Issued to Employees, and its related implementation guidance. This
Statement requires measurement of the cost of employee services received in exchange for
stock compensation based on the grant-date fair value of the employee stock options
issued. Incremental compensation costs arising from subsequent modifications of awards
after the grant date will be recognized.

Net loss per share

Basic net loss per share amounts was computed by dividing net loss by the weighted average
number of common stack outstanding. There were no adjustments to net loss in calculating

diluted net loss per share.
Segment information

The Company has adopted SFAS no. 131 - Disclosures about Segments of an Enterprise and
Related Information, which introduces a “management approach™ concept for reporting
segment information, whereby financial information is required to be reported on the basis
that the chief operating decision-maker uses such information internally for deciding how to
allocate resources to segments and in assessing performance. Management has concluded
that the Company has one reportable segment - iron ore.
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s. Comprehensive income (loss)

Comprehensive income (loss) includes all changes in shareholders’ equity during a period
from non-shareholder sources.

t. Commitments and contingencies

Liabilities for loss contingencies, including environmental remediation costs not within the
scope of FASB Statement no. 143 - Accounting for Asset Retirement Obligations, arising
from claims, assessments, litigation, fines and penalties and other sources are recorded when
it is probable that a liability has been incurred and the amount of the assessment and/or
remediation can be reasonably estimated. Recoveries of environmental remediation costs
from third parties, which are probable of realization, are separately recorded as assets, and are
not offset against the related environmental liability, in accordance with FASB Interpretation
no. 39 - Offsetting of Amounts Related to Certain Contracts.

The Company accrues for losses associated with environmental remediation obligations not
within the scope of Statement no. 143 when such losses are probable and reasonably
estimable. Accruals for estimated losses from environmental remediation obligations
generally are recognized no later than completion of the remedial feasibility study. Such
accruals are adjusted as further information develops or circumstances change. Costs of
future expenditures for environment remediation obligations are discounted to their present

value,

The Company records asset retirement obligation in accordance with FASB Statement
no. 143. Under SFAS no. 143, the fair value of asset retirement obligation is recorded as
liabilities on a discounted basis when they are incurred. Amounts recorded for the related
assets will be increased by the amount of these obligations and depreciated over the useful
life of such assets by the unit of production method. Over time, the amounts recognized as
liabilities will be accreted for the change in their present value until the related assets are

retired or sold.

u. Reclassifications

Certain reclassifications have been made to prior years’ combined consolidated financial
statements in order to be consistent with the current year presentation.
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v. Recently issued accounting pronouncements

FASB Statement No. 157, Fair Value Measurements (“SFAS 157”)

In September 2006, the FASB issued SFAS 157, which became effective for the
Company on January 1, 2008. This standard defines fair value, establishes a framework
for measuring fair value and expands disclosures about fair value measurements. SFAS
157 does not require any new fair value measurements but would apply to assets and
liabilities that are required to be recorded at fair value under other accounting standards.
The Company does not expect any significant impact to its combined consolidated
financial statements, other than additional disclosures.

FASB Staff Position FAS No. 157-2, Effective Date of SFAS 157 (“FSP 157-27)

In February 2008, the FASB issued FSP 157-2, which delays the Company’s January 1,
2008, effective date of FAS 157 for all non financial assets and non financial liabilities,
except those recognized or disclosed at fair value in the combined consolidated financial
statements on a recurring basis (at least annually), until January 1, 2009. The Company
does not expect any significant impact to its combined consolidated financial statements.

FASB Statement 159 “The Fair Value Option for Financial Assets and Financial
Liabilities.” (“SFAS 1597)

In February 2007, the FASB issued SFAS 159, that permits the measurement of certain
financial instruments at fair value. Entitics may choose to measure eligible items at fair
value at specified election dates, reporting unrealized gains and losses on such items at
each subsequent reporting period. SFAS 159 is effective for fiscal years beginning after
November 15, 2007. The Company does not expect any significant impact to its
combined consolidated financial statements.
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e FASB Statement No. 141 (revised 2007), Business Combinations (“SFAS 141-R")

In December 2007, the FASB issued SFAS 141-R, which will become effective for
business combination transactions having an acquisition date on or after January 1, 2009.
This standard requires the acquiring entity in a business combination to recognize the
assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree at
the acquisition date to be measured at their respective fair values. SFAS 141-R changes
the accounting treatment for the following items: acquisition-related costs and
restructuring costs to be generally expensed when incurred; in-process research and
development to be recorded at fair value as an indefinite-lived intangible asset at the
acquisition date; changes in deferred tax asset valuation allowances and income tax
uncertainties after the acquisition to be generally recognized in income tax expense;
acquired contingent liabilities to be recorded at fair value at the acquisition date and
subsequently measured at either the higher of such amount or the amount determined
‘under existing guidance for non-acquired contingencies. SFAS 141-R also includes a
substantial number of new disclosures requirements. The impact on the application of
SFAS 141-R in the consolidation financial statements will depend on the business
combinations arising during 2009 and thereafter.

» FASB Statement No. 160, Noncontrolling Interests in Consolidated Financial
statements, an amendment of ARB Ne. 51 (“SFAS 160™)

In December 2007, the FASB issued SFAS 160, that establishes new accounting and
reporting standards for the noncontrolling interest in a subsidiary and for the
deconsolidation of a subsidiary. SFAS 160 requires the recognition of a noncontrolling
interest (minority interest) as equity in the combined consolidated financial statements
and separate from the parent’s equity. The amount of net income attributable to the
noncontrolling interest will be included in consolidated net income on the face of the
income statement, Certain changes in a parent’s ownership interest are to be accounted
for as equity transactions and when a subsidiary is deconsolidated, any noncontrolling
equity investment in the former subsidiary is to be initially measured at fair value. SFAS
160 also includes expanded disclosure requirements regarding the interests of the parent
and its noncontrolling interest and is effective for fiscal years, and interim periods within
those fiscal years, beginning on or after December 135, 2008.
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The Company’s presentation of statement of operations and balance sheet will be
evaluate by Company’s management.

x. Recently adopted accounting prenouncemenis

FASB Interpretation N° 48, Accounting for Uncertainty in Income Taxes, An
Interpretation of FASB Statement 109 (FIN 48)

In July 2006, the FASB issued FIN 48, which became effective on January 1, 2007 (see
Note 17).

Marketable securities and restricted cash

Marketable securities represent amounts invested in exclusive funds managed by financial
institutions and linked to federal government securities and private securities (“CDB” - Bank
Deposit Certificate) of first-class financial institutions, as well as private securities (Bank Credit
Notes and Debentures) issued by companies and financial institutions, all having average
profitability equivalent to DI Cetip (“CDI” - Interbank Deposit Certificate).

The Company has a portion of its marketable securities as restricted cash, as mentioned in
Note 16c¢, in the total amount of $24,271 (367,952 at December 31, 2006).

The portfolio of marketable securities as of December 31, 2007 and 2006 are broken down as
follows:

Nature of investments

Total Total

Govenment Purchase and sales CDB Decembe December

Financial institution Bonds commitments (a) r 31, 2007 31, 2006
Exclusive funds:

Banco Pactual 5,770 133,613 11,600 150,983 343,963

Credit Suisse - - - - 67,782

5,770 133,613 11,600 150,983 411,745
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Nature of investments
Total Total
Govenment Purchase and sales CDB Decembe December
Financial institution Bonds commitments (a) r 31, 2007 31, 2006

Other marketable securities:

Banco Itad BBA - 2427 - 24271 17,952
Unibanco and other 42 204 451 697 971
42 24,475 451 24,968 18,923
Total marketable securities 5,812 158,088 12,051 175,951 430,668
Restricted cash - (24,271) - (24,271) (67,952)
Total marketable securities, net 5812 133,817 12,051 151,680 362,716

{a) Bank deposit certificatcs issued by Brazilian banks.

These funds are held exclusively for the Company in major financial institutions and are short-
term and immediately available. The Company has not incurred in any losses on these
investment funds for the years ended December 31, 2007 and 2006.

4 Trade accounts receivable

Trade accounts receivable are mainly related to the MMX Corumbd System’s ore exports,
amounting to $13,269 ($1,948 at December 31, 2006} as follows:

December 31, December 31,

2007 2006
Domestic 8,112 223
Foreign 14,927 1,947
Total 23,039 2,170
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Recoverable taxes

Recoverable taxes are comprised of the following:

December 31, December 31,

2007 2006
Withholding taxes (“IRRF™) 14,929 4,631
Value added tax (“ICMS”) 27,133 3,894
Other 1,994 278
Total 44,056 8,803
Current assets 17,289 8,803
Noncurrent assets 26,767 -

Inventories

Inventories are comprised by finished goods of iron ore, raw material and warehouse, net of
provision for realizable value as follows:

December 31, December 3,

2007 2006

Finished goods, net 68,090 17,460
Raw material 2,781 -
Warehouse 2.044 -
Total 72,915 17,460
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Derivative financial instruments

The Company’s subsidiaries have derivative financial instruments to manage their exposure on its
foreign currency denominated debt instruments. The Company’s subsidiaries do not enter into
derivative financial instruments for any purpose other than cash flow hedging purposes. That is,
the subsidiaries do not speculate by using derivatives. In order to reduce the impact of
fluctuations in the exchange rate, the subsidiaries have adopted a policy of entering into swap

contracts.

By using derivative financial instruments to manage exposures 1o changes in exchange rates, the
subsidiaries expose themselves to credit risks and market risks. Credit risk is the failure of the
counterparty to perform under the terms of the derivative contract. When the fair value of a
derivative contract is positive, the counterparty owes the subsidiaries, which creates a credit risk
for the subsidiaries. When the fair value of a derivative contract is negative, the subsidiaries owe
the counterparty and, therefore, they do not posses a credit risk. The subsidiaries reduce their
credit risk in derivative financial instruments by entering into transactions with high quality

counterparties.

Market risk, in this case, is the adverse effect on the value of a financial instrument that results
from a change in currency exchange rates, managed by establishing and monitoring parameters
that limit the types and degree of market risks that may be undertaken.

Management monitors and evaluates its overall position daily in order 1o evaluate financial
results and impact on the subsidiaries’ cash flows. All financial derivative instruments
are marked-to-market at each balance sheet date, with the impact of changes in their fair value
recorded as financiat income (expenses).

During the years ended December 31, 2007, 2006 and 2005, and accumulated as from the
inception, January 16, 2001 to December 31, 2007, gains of $168,754, $12,317, $0 and $181,071,
respectively, were effectively realized and unrealized gains (losses) of ($1,575), $9,482, $630 and
($1,575) respectively, for the same periods mentioned above and both recorded in the statements
of operations.
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8 Fair value of financial instruments

The following estimated fair value amounts have been determined using available market
information and appropriate valuation methodologies. However, considerable judgment is
required to interpret market data and to develop the estimates of fair value. Accordingly, the
estimates presented herein are not necessarily indicative of the amounts the Company could
realize in a current market exchange. Certain assumptions were used to estimate the fair value of
each class of financial instruments for which it is practicable to estimate that value.

The estimated fair values of financial instruments are as follows:

December 31, 2007 December 31, 2006

Carrying Fair Carrying Fair
amounts Value amounts value
Financial assets:
Cash and cash equivalents 200,567 200,567 1,743 1,743
Derivatives financial instruments (1,575 (1,575) 9,482 9,482
Marketable securities 151,680 151,680 362,716 362,716
Restricted cash 24,271 24,271 67,952 67,952
Financial liabilities:
Debt:
In foreign currency 419,599 420,931 171,696 172,638
In local currency 132,687 132,687 7278 7.278
Notes payable:
In foreign currency 172,815 172,815 11,276 11,276
In local currency 36,026 36,026 9,832 9,832

Criteria, assumptions and limitations used to calculate the market value

Cash and cash equivalents

The accounting value approximates the market value of the trading securities due to the short-
term maturity of these instruments.
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Marketable securities and restricted cash

Both carrying amount and fair value of the marketable securities, including “the part restricted as
collateral”, are calculated based on current market rates applicable for such type of debt

securities.

Debt

The fair value of the Company’s debt is estimated by discounting the future cash flows of each
instrument at rates currently offered to the Company for similar debt instruments of comparable

maturities by the Company’s bankers.

Note