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1 General considerations 
 
Votorantim Industrial S.A. (the "Company", "Parent Company", or "VID") is a privately-held company, fully 
controlled by the Ermírio de Moraes family, and is the holding company of the Votorantim industrial 
companies (the "Units" or "BUs"). With its headquarters in the city of São Paulo, Brazil, the Company's 
purpose is to manage assets and companies, as well as to invest in other companies in order to further its 
objectives. The Company, through its subsidiaries and associates, operates in the basic construction 
materials (cement, concrete, aggregate and mortar), pulp, metals and mining (aluminum, copper, zinc and 
nickel), steel and electrical power generation segments. 
 
 

2 Presentation of the interim consolidated  
financial statements 
 
The Board of Directors approved these interim consolidated financial statements for issue on  
May 17, 2013. 
 

2.1 Basis of presentation 
 
The interim consolidated financial statements at March 31, 2013 have been prepared in accordance with 
Technical Pronouncement CPC 21 “ Interim Financial Reporting”, issued by the Brazilian Accounting 
Pronouncements Committee (“CPC”) and IAS 34 “Interim Financial Reporting”, issued by the International 
Accounting Standards Board (“IASB”), and contain selected explanatory notes only, in order not to 
duplicate information already included in the financial statements at December 31, 2012, which were 
publicly disclosed on March 8, 2013. 
 
Therefore, the interim consolidated financial statements at March 31, 2013 do not contain all of the 
explanatory notes and disclosures required by the accounting standards applicable to the annual financial 
statements. As a consequence, they should be read together with the financial statements prepared in 
accordance with the relevant CPCs and IFRS at December 31, 2012.  
 
The interim consolidated financial statements have been prepared in a manner consistent with the 
accounting policies disclosed in Note 2 to the consolidated financial statements at December 31, 2012, 
except for IFRS 11/CPC 19(R2) "Joint arrangements", which was applied by the Company from January 1, 
2013, as mentioned in Note 3. 
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2.2 Main companies included in the interim  
consolidated financial statements 
 

 
 

2.3 Critical accounting estimates and judgments 
 
The critical accounting estimates and assumptions used in the preparation of these interim consolidated 
financial statements are the same as those described in Note 4 to the Company's annual consolidated 
financial statements at December 31, 2012, except for the information described in Note 3 in relation to 
the classification of joint arrangements (IFRS11/CPC19(R2)) and the changes below.  
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Review of the useful lives of assets 
 
The Company periodically reviews the estimated economic useful lives of its property, plant and 
equipment items, used to calculate depreciation. Based on the appraisal report, issued by a specialized 
company, on January 1, 2013, the Company reviewed the useful lives of its property, plant and 
equipment items, changing on a prospective basis the depreciation rates used. 
 
Reclassification of PIS and COFINS credits 
 
In the first quarter of 2013, the Company reclassified Social Integration Program (“PIS”) and Social 
Contribution on Revenue (“COFINS”) credits of R$ 513 to the taxes recoverable account, which were 
previously classified in the cost of acquisition of fixed assets. 
 
 

3 Adoption of the new standards, amendments and 
interpretations to standards issued by the CPC  
 
The main changes in accounting practices applied in the preparation of the interim accounting 
information and financial statements, based on the new standards, amendments and interpretations to 
standards issued by the CPC, applicable to the Company, effective from January 1, 2013, were as follow: 
 
IFRS 10/CPC 36 (R3) - “Consolidated financial statements” 
 
The adoption of this new standard did not result in changes in the consolidation situation of the 
Company's subsidiaries. 
 

IFRS 11 - "Joint arrangements" 
 
The Company and its subsidiaries adopted the IFRS 11/CPC 19(R2) - "Joint arrangements" at January 1, 
2013, thus changing their accounting policy regarding the participation in joint arrangements.  
 
In conformity with IFRS 11, investments in joint arrangements are classified as joint operations or as 
joint ventures, depending on the contractual rights and obligations of each investor, and not on the legal 
structure of the joint arrangement. The Company and its subsidiaries assessed the nature of their joint 
arrangements and concluded that some agreements were joint ventures and others joint operations. 
 
(i) Fibria S.A., Sitrel Sider. Três Lagoas Ltda and Suwanee Holdings LLC are no longer proportionally 

consolidated. They are now recognized in the consolidated financial statements in a single line 
item and measured using the equity accounting method.  

 
(ii) Since Campos Novos Energia S.A. is classified as a joint operation, and is still proportionally 

consolidated. 
  

(iii) MAESA - Machadinho Energética S.A. and BAESA - Energética Barra Grande S.A. are classified as 
joint operations, and therefore are no longer presented in a single line item and measured using 
the equity accounting method. They are now proportionally consolidated.  

 
Votorantim applied the new policy regarding investments in joint ventures and joint operations from 
January 1, 2013, according to the transitional provisions of IFRS 11/CPC 19(R3). Investments in joint 
ventures are now recognized in the consolidated financial statements, in a single line item, and measured   
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using the equity accounting method, instead of being proportionally consolidated, from the period 
immediately preceding the one presented. 
 
Under the equity accounting method, interests in joint ventures are initially recognized at cost and 
subsequently adjusted to recognize Votorantim’s share of the post-acquisition profits or losses and the 
changes in other comprehensive income. When Votorantim's share of the losses of a joint venture equals 
or exceeds the value of its investment, Votorantim does not recognize further losses, unless it has 
incurred obligations or made payments on behalf of the joint venture. 
 
Unrealized gains on transactions between Votorantim and its joint ventures are eliminated in proportion 
to its interest. Unrealized losses are also eliminated, unless the transaction provides evidence of 
impairment of the asset transferred. Accounting policies of joint ventures have been adapted where 
necessary to ensure consistency with the policies adopted by Votorantim. 
 
Below is a reconciliation of the new balance sheet balances for the year ended December 31, 2012 and the 
opening balance at January 1, 2012, affected by the change in the standard. This change did not affect the 
earnings per share. 
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(*) Refer mainly to the exclusion of amounts related to the financial statements of the jointly-controlled 
subsidiary Fibria Celulose S.A., which were in proportion to the interest that the Company holds in 
this company, considering the consolidated financial statements of VID and the inclusion of amounts, 
also proportional, related to the financial statements of the joint ventures MAESA - Machadinho 
Energética S.A. and BAESA - Energética Barra Grande S.A.  
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IFRS 12/CPC 45 " Disclosure of interests in other entities" and IFRS 13/CPC 46 - " Fair 
value measurement"  
  
The new disclosures introduced by these two standards are only required for complete financial 
statements. There are no new disclosure requirements for interim financial statements. The Company 
expects to include these new disclosures in its annual financial statements at December 31, 2013. 
 
Amendment to IAS 1 /CPC 26 (R1) – "Presentation of financial statements" – The items recorded in 
other comprehensive income (loss) are now presented based on their potential to be reclassified to profit 
or loss at a later date. 
 
Amendments to IAS 19/CPC 33 (R1) – "Employee benefits" – This amendment did not result in a 
significant impact, since the Company and its subsidiaries did not adopt the corridor approach and 
recorded actuarial gains/losses directly in equity as comprehensive income (loss). 
 
 

4 Financial risk management 
 

4.1 Financial risk factors 
 

(a) Liquidity risk 
 
Except as described in Note 4.1.1, there have been no changes since December 31, 2012 to the financial 
risks and risk management policies described in the Company's annual consolidated financial statements 
at December 31, 2012. 
 
The table below analyzes the Company's non-derivative and derivative financial liabilities to be settled by 
the Company, arranged by maturity (the remaining period from the balance sheet date up to the 
contractual maturity date). Derivative financial liabilities are included in the analysis if their contractual 
maturities are essential to understand the timing of cash flow. The amounts disclosed in the table are the 
undiscounted cash flow, which includes interest to be incurred, and, accordingly, do not agree directly to 
the amounts in the balance sheet for borrowing. 
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4.1.1 Derivatives contracted 
 
The hedging instruments contracted by the Company are the same as described in Note 6.1.1 to the 
annual consolidated financial statements at December 31, 2012. 
 
The table below summarizes the derivative financial instruments and the underlying hedged items: 
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4.1.2 Sensitivity analysis 
 
Presented below is a sensitivity analysis of outstanding positions in cash and cash equivalents, financial investments, financial 
instruments, including borrowings, and derivative financial instruments. 'The scenarios are described below:  
 
. Scenario I: based on the market forward curves and quotations at March 31, 2013, and representing a probable scenario in 

management's opinion at December 31, 2013. 
 
. Scenario II: considers a stress factor of + / - 25% applied to the market forward curves at March 31, 2013. 
 
. Scenario III: considers a stress factor of + / - 50% applied to the market forward curves at March 31, 2013. 
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4.1.3 Main transactions and future commitments subject  
to cash flow and fair value hedges 
 
The table below presents a summary of the derivatives classified under these criteria: 
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4.1.4 Capital management 
 
The Company's objectives when managing capital are to safeguard its ability to continue as a going concern 
in order to provide returns to stockholders and benefits for other stakeholders, as well as maintaining an 
optimal capital structure to reduce the cost of capital. 
 
In order to maintain or adjust the capital structure, the Company can make, or may propose to the Board of 
Directors when their approval is required, adjustments to the amounts of dividends paid to stockholders, 
return capital to stockholders, issue new shares or sell assets to reduce, for example, debt. 
 
Consistently with other players in the industry, the Company monitors its capital on the basis of the gearing 
ratio. This ratio is calculated as net debt divided by adjusted EBITDA. Net debt is calculated as total debt 
less cash and cash equivalents and the amount of financial investments, adding or subtracting the fair value 
of derivatives contracts. EBITDA is calculated as the sum of operating income, depreciation, amortization, 
depletion and items classified as non-recurring. 
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The gearing ratios are as follow: 

 

 
 

4.1.5 Fair value estimation 
 
In the quarter ended March 31, 2013, there were no reclassifications between the fair value measurement 
hierarchy (Level 1, 2 and 3) to the financial assets, or significant changes in the business environment or 
economic circumstances which had an impact on the fair value of the financial assets and liabilities of the 
Company. 
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5 Credit quality of financial assets 
 
The table below reflects the credit quality of issuers and counterparties in transactions involving cash and 
cash equivalents, financial investments and derivatives: 
 

 
 

The local and global ratings were obtained from rating agencies (Standard & Poor's, Moody's and Fitch).  
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6 Cash and cash equivalents 
 

 
 

In the quarter ended March 31, 2013, there was a decrease in cash, mainly reflecting the prepayment of the 
debt and investments made in the period. The average yield of the portfolio during for quarter ended March 
31, 2013 was 100.15% of the CDI (2012 - 102.1% of the CDI). 
 
 

7 Financial investments 
 

These include financial assets classified as held-for-trading and held to maturity, as presented in the table 
below: 
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Financial investments in private securities are substantially represented by Bank Deposit Certificates (CDB) 
and repurchase agreements, most of which have immediate liquidity and yields linked to the Interbank 
Deposit Certificate (CDI) variations. Public securities represent bills and notes issued by the Brazilian 
National Treasury. The average yield of the portfolio during the quarter ended March 31, 2013 was 101.55% 
of the CDI (2012 - 102.1% of the CDI). 
 
 

8 Trade receivables 
 

 
 

9 Inventory 
 

 
 

(i) Mainly refers to the obsolescence of inventory with a limited expectation of realization. There was  no inventory pledged as 
collateral for liabilities. 
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10 Taxes recoverable 
 

 
 

The State Value-added Tax on Sales and Services (ICMS) credits arise from purchases of property, plant and 
equipment items (recoverable in 48 monthly installments) and consumable products. Their realization is 
based on the subsidiaries' operations. The credits related to Corporate Income Tax (IRPJ) and Social 
Contribution on Net Income (CSLL) refer to prepayments that will be offset, over undefined periods, against 
the same taxes and contributions levied on future taxable income within five years. 
 
During the first quarter of 2013, the Company and its subsidiaries opted to reclassify the tax credits related 
to the Social Contribution on Revenue (COFINS) and Social Integration Program (PIS) resulting from the 
acquisition of assets, facilities and equipment. These tax credits were previously included in property, plant 
and equipment and amortized in the statement of income over their useful lives. Consequently, these tax 
credits were reclassified from property, plant and equipment to taxes recoverable (Note 15). 
 
 

11 Assets held for sale 
 
At the end of 2012, the subsidiary Votorantim Cimentos EAA Inversiones S.L. did not intend to continue its 
operations in China and, through its subsidiary Macau, developed a plan to sell this business. Consequently, 
its assets and liabilities are classified in the "held for sale" group and are presented in a separate line in the 
balance sheet, and its results are classified as discontinued operations in the statement of income. 
Management is awaiting the conclusion of the sale within a period of one year from the date of acquisition in 
December 2012. 
 
The figures for this transaction are as follow: 
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(a)  Assets held for sale 
 

 
 

(b) Liabilities related to assets held for sale 
 

 
 

(c) Profits from discontinued operations 
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12 Related parties 
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The main transactions with related parties are commercial transactions, and the outstanding balances of loan agreements with its parent company and 
related companies. 
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13 Call options 
 
Pursuant to the Investment and Stockholders' Agreement of Fibria entered into in 2009, the Company has 
the right to acquire up to 11.04% of Fibria's common shares by October 29, 2014. At March 31, 2013, the fair 
value of this option was R$ 157 (December 31, 2012 - R$ 157) and was recorded in "Call options" in non-
current assets. 
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14 Investments 
 

(a) Breakdown 

 
 

(a) Refers to the investees of the subsidiary Silcar - Empreendimentos Comércio e Participações Ltda For these investments, the ownership interest is based 
on a determined segment of the company's products, and therefore Silcar does not have total or joint control and receives disproportionate dividends. 
However, the Company has a significant influence over these entities. 

 

(b) Refers to companies in which an interest higher than 50% is held, but over which the company has no control. As per the terms of the shareholders’ 
agreement the Company can only participate in certain defined financial and operating decisions regarding certain matters and activities of the associates 
and, as such, the Company does not control the entities. Dividends are distributed amounts disproportionate to the percentage of ownership. 
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(b) Information on investees 
 
A summary of the principal financial information on subsidiaries and associates at March 31, 2013 is 
presented below: 
 

 
 

(c) Changes in investments 
 

 
 

(d) Investments in listed companies 
 

 
 

(e) Principal changes in ownership interests in investees  
 

(i) Exchange of interest in CIMPOR 
 
On December 21, 2012, a transaction was concluded resulting in the exchange of the interest of 21.21% held 
by the Company in the capital of CIMPOR for the shareholding control of the businesses in Spain, Morocco, 
Tunisia, Turkey, India, China and Peru, held by Intercement (a company of the Camargo Correa Group).
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In this transaction, the Company's interest of 21.21% in Cimpor was transferred for an amount of 
R$ 2,077, reflecting the 142,492,130 shares of Cimpor, valued at the price of EUR 5.33 each, as 
determined in the reorganization agreement dated June 25, 2012. The fair value of the business acquired 
was calculated based on an independent assessment by two investment banks, which resulted in an 
additional payment by the Company of R$ 157. 
 
The operation resulted in a gain of R$ 267 referring to the difference between the cost and fair value of 
the interest of CIMPOR and the preliminary goodwill of R$ 1,103. The deferred tax liabilities of R$ 391 
were also reversed in the operation. 
 

(ii) Business combination - VCEAA 
 
The subsidiary Votorantim Cimentos S.A. acquired an interest of 100% in VCEAA, a recently merged 
entity that operates in Spain, Turkey, Morocco, Tunisia, China and India. The acquisition date was 
December 21, 2012, and the Company is still allocating the consideration transferred to the identifiable 
assets and liabilities of VCEAA, with this process expected to be completed in the second quarter of 2013. 
The table below summarizes the consideration transferred, the preliminary fair value of the identifiable 
assets acquired, the liabilities assumed on the acquisition date and the corresponding carrying amounts 
immediately after the acquisition: 

 

 
(i) Recorded in 2012, in "Other operating income, net". 
 

(ii) The fair value and gross value of the receivables amounted to R$ 385. The receivables were not 
subject to any losses and the Company expects to collect the full contractual amount. 

 
The fair values disclosed in the above table are preliminary and subject to the completion of the 
assessment of the acquired assets and liabilities. 
 
The preliminary goodwill of R$ 1,103 mainly refers to synergies that the Company expects to obtain 
through economies of scale, and unrecognized intangible assets that do not comply with the criteria   
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established in IFRS 3(R), such as customer relationships and workforce. The goodwill is supported by 
independent and internal assessments, based on projections and market estimates. The recognized 
goodwill is not deductible for tax purposes. 
 
The costs related to the acquisition, amounting to R$ 12, were not included in the consideration 
transferred and were recognized in the statement of income of 2012, in the line item "Other operating 
income, net". 
 

(iii) Acquisitions of interest in Cementos Avellaneda S.A. 
 
On December 27, 2012, the Company, through its subsidiary VCEAA, acquired from Cementos Molins 
S.A. an interest of 10.61% in Cementos Avallaneda S.A., in Argentina, at the amount of US$ 60 (R$ 121). 
 
The obligations assumed due to these acquisitions are recorded in "Payables for interest acquisitions" in 
current liabilities. 
 

(iv) Business combination - Artigas 
 
On the same date, the subsidiary VCEAA acquired from Cementos Molins S.A. an interest of 12.61% in 
Cementos Artigas S.A.(“Artigas”), located in Uruguay. The amount paid was US$ 25 (R$ 51). The 
acquisition method was utilized to record the identifiable assets acquired and the non-controlling 
interests. 
 
The Company remeasured its prior 38.39% interest in Artigas at its fair value at the acquisition date and 
recognized the resulting gains in the statement of income: 
 

 
 

The obligations assumed due to the aforementioned acquisitions are recorded in "Payables for interest 
acquisition" in current liabilities. The costs related to the transaction were not material. 
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15 Property, plant and equipment 
 

(a) Breakdown 
 

 
 
(*) During the first quarter of 2013, the Company and its subsidiaries transferred to the group of taxes recoverable the amount of R$ 513, relating to PIS 
and COFINS credits, which, up to December 31, 2012, were classified as a cost of acquisition of property, plant and equipment. 
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(b) Construction in progress 
 
The balance of construction in progress is made up mainly of projects for the expansion and optimization of 
the industrial units, as described below: 
 

 

 
 

(*) In January 2013, the new unit of Votorantim Cimentos located in Cuiabá - MT started its operations, 
carrying out the partial activation of the balance of property, plant and equipment in progress. The main 
assets activated were clinker ovens, towers, grinding and crushing stations, storage warehouses, 
transmission lines, pipelines, cyclone towers, vertical mill, transportation system, ball mill, cement mill, 
oven, cooling system, crushers, bagging machines and palletizers. 
  

3/31/2013 12/31/2012

Segment

Cement 1,726 2,103

Metals 1,612 1,683

Steel 407 380

Other 3 3

3,748 4,168

3/31/2013 12/31/2012

New production line in Rio Branco/PR 472              537              

New unit in Edealina/GO 147              117              

New unit in Cuiabá/MT (*) 105              503              

New plant in Vidal Ramos/SC 59                 46                 

Cement crushing in Santa Helena 53                 26                 

Deposits of waste in construction 51                 36                 

New unit in Primavera/PA 50                 42                 

New production line in Salto de Pirapora 26                 36                 

New unit in Ituaçú/BA 12                 12                 

Cement crushing Z3 in Cimesa 8                   3                   

3/31/2013 12/31/2012

Ferro níquel project 563              559              

Polymetallics 177              132              

Calcination furnace 88                 88                 

Renovation of stacks 73                 70                 

Oven room 63                 58                 

Vazante expansion project 59                 56                 

Renovation of rolling mills 25                 24                 

Expansion, extrusion, anodizing and painting 24                 24                 

Replacement of foundry cover 21                 20                 

Utilities - calcination and silo of oxide IV 12                 12                 

Rod/ball mill V 12                 12                 

3/31/2013 12/31/2012

Integration coal x pig iron 24 15

Fumes processing plant                              14 14

Scrap crushing equipment 8 8

Main projects in progress - Cement

Main projects in progress - Metals

Main projects in progress - Steel
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16 Biological assets 
 
The Company's biological assets represent growing forests substantially located in the State of Minas Gerais. 
 
The reconciliation of the book balances at the beginning and at the end of the period is as follows: 
 

 
 
According to the Company's policy, the fair value assessment is carried out annually and, for the quarter 
presented, management understands that there were no significant variations in the fair value of these 
assets. 
 
 

3/31/2013 3/31/2012

Opening balance 151 159

Additions 6 6

Depletion (10) (6)

Transfers of property, plant and equipment 1

Closing balance 147 160
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17 Intangible assets 
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18 Borrowing 
 

(a) Breakdown 
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BNDES - National Bank for Economic and Social Development 
CDI - Interbank Deposit Certificate 
EUR - European Union currency (Euro) 
FINAME - Government Agency for Machinery and Equipment Financing 
LIBOR - London Interbank Offered Rate 
TJLP - Long-term Interest Rate set by the National Monetary Council. The TJLP is the basic cost of financing of BNDES. 
UMBNDES - Monetary unit of the BNDES reflecting the weighted basket of currencies of foreign currency debt obligations. At March 31, 2013, the basket was comprised 97% of US dollars. 
USD - US Dollar 
 

The maturity profile of borrowing at March 31, 2013 is as follows:  
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(b) Changes 
 

 
 

(c) Breakdown by currency 
 

 
 

(d) Breakdown by index 
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(e) Collateral 
 

At March 31, 2013, R$ 9,765 of the balance of borrowing was collateralized by promissory notes and sureties 
from the Company, and R$ 149 of property, plant and equipment items are collateralized through liens on 
the financed assets. 
 

(f) Covenants/financial ratios 
 
Certain borrowing agreements are subject to compliance with financial ratios ("covenants"), such as (i) 
gearing ratio (net debt/EBITDA), (ii) capitalization ratio (total debt/(total debt + equity) or equity/total 
assets), (iii) interest coverage ratio (cash + EBITDA/(interest + short-term debt). When applicable, these 
obligations are standard for all borrowing agreements. 
 
The Company and its subsidiaries have fully complied with these covenants. 
 

(g) New borrowing 
 
By means of funding transactions and the early repayment of certain existing debts, the Company has 
continued to extend the average maturity profile of its borrowing.  
 
The main funding transactions carried out were as follow: 
 

(i) In the first quarter of 2013, the subsidiaries of the Company received R$ 53 from BNDES (year 2012 - 
R$ 619) to fund their expansion and modernization projects. The average funding cost was TJLP + 2.50 % 
p.a. (2012 - TJLP + 2.84% p.a.). 
 

(ii) In March 2013, the subsidiary Milpo began to operate in the foreign market, with the placement of a bond 
amounting to US$ 350 million, maturing in March 2023 and with semi-annual interest (coupon) of 4.625% 
p.a. The issue was rated "BBB-" by Standard & Poor's, and "BBB" by Fitch. The funds raised from the issue 
were used for the early repayment of debts and investments in CAPEX. 
 

(iii) In February 2013, the subsidiary Companhia Brasileira de Alumínio entered into Export Credit Note 
agreements totaling R$ 230. The amortization period is three years, and the agreements are subject to an 
interest rate of 8% p.a. These operations are linked to swaps which switch the rate from fixed to floating. 
The final cost is 94% of CDI. 
 

(iv) In December 2012, as a result of the completion of the exchange of assets with CIMPOR, the subsidiary 
Cimentos EAA Inversiones obtained borrowing of US$ 434.1 million, maturing in February 2014, and with 
an average cost of LIBOR + 1.33% p.a. The funds obtained in this transaction were used in prepayments of 
borrowing and decreasing the cost of debt. In January 2013, the subsidiary VCEAA prepaid US$ 200 million 
of the operation aiming at reducing the gross indebtedness. The current balance of this loan is US$ 200 
million. 
 

(v) In December 2012, Votorantim Cimentos S.A. completed its fifth public issue of simple,  
non-convertible, non-privileged, unsecured debentures. The debentures were distributed with restricted 
placement efforts and exempt from registration with the Brazilian Securities Commission (CVM), pursuant 
to Article 6 of CVM Instruction 476, of January 16, 2009. The issue of R$ 1,200 million, with maturity in 
December 2018, pays 109.2% of the CDI. 
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(vi) In December 2012, the subsidiary Milpo contracted borrowing of US$ 80 million, with a maturity of seven 
years, a grace period of 21 months and interest equivalent to LIBOR + 3.3% p.a. The proceeds raised were 
mainly used for the Company's investments. 
 

(vii) In February 2012, Votorantim Cimentos S.A. issued US$ 500 million in the international market through 
the reopening of a bond issue maturing in 2041. The principal of the transaction was US$ 1,250 million. The 
other conditions were maintained, such as the payment of a half-yearly coupon of 7.25% p.a. The issue was 
rated "BBB" by Standard & Poor's, "Baa3" by Moody's and "BBB" by Fitch. The funds raised from the issue 
were used for the early repayment of borrowing, thereby extending the debt maturity profile. 
 

(viii) In January 2012, Votorantim Cimentos S.A. concluded its fourth public issue of simple, non-convertible, 
unsecured debentures in two series of R$ 500 million each. The debentures were distributed with restricted 
placement efforts and exempt from registration with the Brazilian Securities Commission (CVM), pursuant 
to Article 6 of CVM Instruction 476, of January 16, 2009. The first series, in the amount of R$ 500, yields 
CDI + 1.09% p.a., and the second series, also in the amount of R$ 500 million, yields 111% of the CDI 
variation. Both series mature in May 2018. 
 

(h) Fair value of borrowing 
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19 Deferred income tax and social contribution 
 
The Company and its subsidiaries use the taxable income method, and calculate and record their income tax 
and social contribution based on the effective rates at the end of the reporting period. Deferred income tax 
and social contribution tax assets arise from tax losses and temporary differences related to (a) the effects of 
foreign exchange gains/losses (tax calculated on a cash basis for loans), (b) adjustments of derivatives to 
their fair values, (c) temporarily non-deductible provisions, (d) investments in agribusiness activities, and 
(e) temporary differences arising from the adoption of the CPCs. 
 
The credits related to income tax and social contribution losses will be realized based on their average 
maturities, according to the projections of the Company. The temporary differences will be realized 
according to the maturity of the operations that originated the credit. 
 

(a) Reconciliation of the income tax and social  
contribution benefit (expense) 
 
The current amounts are calculated based on the current rates levied on taxable income, adjusted upwards 
or downwards for the respective additions and exclusions. 
 
The income tax and social contribution amounts presented in the statements of income for the quarters 
ended March 31 are reconciled to their Brazilian standard rates as follow: 
 

 
 

(b) Breakdown of deferred tax balances 
 
Deferred income tax and social contribution assets and liabilities are as follow: 
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(c) Changes 
 

 
 

20 Provisions for tax, civil, labor and  
environmental contingencies  
 

The Company and its subsidiaries are parties to tax, labor, civil and environmental litigation in progress and 
are discussing these matters both at the administrative and judicial levels, backed by judicial deposits, when 
applicable.   
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The provisions for losses regarded as probable arising from contingent liabilities are recorded in the books. 
Contingent liabilities classified as possible losses are not recorded in the books and are only disclosed in the 
notes to the financial statements. Contingent liabilities classified as remote losses are neither accrued nor 
disclosed. The amounts of contingencies are periodically estimated and updated. The classification of losses 
as possible, probable or remote is supported by the advice of the Company's legal counsel. 
 

The balances of the tax obligations and provisions for contingencies recorded in the balance sheet are as 
follow: 
 

(a) Breakdown 

 
 
The changes in provision for contingencies during the quarters are as follow: 
 

(b) Changes 

 
(c) Comments on provisions recorded in the books 

The tax proceedings with a probable likelihood of loss relate to discussions related to federal, state and 
municipal taxes. 

 
Tax obligations that the Company is challenging in court on legal or constitutional grounds are fully 
recorded, irrespective of the likelihood of a favorable outcome on the litigation. 
 
Civil and labor provisions mainly refer to lawsuits filed by former employees and third parties claiming the 
payment of indemnities on dismissals, health hazard premiums and hazardous duty premiums, overtime, 
commuting hours, as well as civil lawsuits referring to indemnity claims by former employees and third 
parties based on alleged occupational illnesses, work accidents, property damage and pain and suffering, in 
common courts due to Constitutional Amendment 45. 
 
The civil lawsuits involve claims for compensation for property damage, emerging damages, pain and 
suffering, collection and execution.  
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(d) Litigation with likelihood of loss considered as possible 

 
The Company and its subsidiaries are parties to other litigation involving a risk of possible loss, as detailed 
below: 
 

 
 

(i) Tax contingencies 
 

. Summer Plan (Plano Verão) - claims for deduction indexation adjustments corresponding to the 
variations in the Consumer Price Index (“IPC”) in January 1989, of 70.28%. 
 
.  State Value-added Tax on Sales and Services (ICMS) - challenges of the constitutionality of the 
inclusion of ICMS in the calculation basis of the Social Contribution on Revenue (COFINS). 
 
.  The subsidiary Votorantim Investimento Latino Americano has been served an assessment 
notice regarding income tax and social contribution on profits abroad referring to 2006 and 
2007. The assessment notice, amounting to R$ 364, is pending judgment at the administrative 
level. 

 
(ii) Civil contingencies 

 
Administrative investigations carried out by the Secretariat of Economic Law (SDE) 
 
In 2003, the Secretariat of Economic Law initiated administrative investigations into the leading Brazilian 
cement companies. These investigations relate to allegations by producers of ready-mix concrete that the 
leading Brazilian cement producers may have violated antitrust laws, since they did not sell certain types of 
cement to producers of ready-mix concrete. If the cement/concrete units of the Company are considered 
guilty of breaking these antitrust laws, the Company may be subject to administrative and legal penalties, 
including an administrative fine that may vary from 1.0% to 30.0% of the annual revenue of the cement 
companies, net of taxes, or from 0.1% to 20% of the annual net revenue based on the recent Brazilian 
antitrust laws. SDE will continue to analyze these allegations and is not certain when it will conclude its 
investigations. 
 
In 2006, SDE initiated administrative investigations into the leading Brazilian cement producers, relating to 
allegations of anti-competitive practices, including the establishment of a cartel. If the cement/concrete 
companies of the Company are considered guilty of breaking these antitrust laws, the Company may be 
subject to administrative and legal penalties, including an administrative fine that may vary from 1.0% to 
30.0% of the annual revenue of the cement companies net of taxes, or from 0.1% to 20% of the annual net 
revenue based on the recent Brazilian antitrust laws. On November 10, 2011, SDE issued a non-binding 
recommendation to the Fair Trade Commission (“CADE”) to impose fines on the cement companies under  
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investigation, including the Company,, due to the violation of Brazilian antitrust laws. There is no formal 
deadline for CADE to complete the analysis of the matter and issue a decision, and therefore it can issue its 
decision at any time. 
 
Public Civil Suit - Cartel 
 
The Public Ministry of the State of Rio Grande do Norte filed a public civil suit against the Company, 
together with another eight defendants, including several of the largest Brazilian cement producers, relating 
to the breaking of Brazilian antitrust laws through the establishment of a cartel, and claimed the payment of 
a joint indemnity, in favor of the plaintiffs in the suit for collective and moral reparations, and the payment 
of fines under the Brazilian antitrust laws. Since this civil suit totals R$ 5,600 and the claims relate to joint 
liability, the Company estimates that, based on its market share, its portion of the liability would be 
approximately R$ 2,400. However, there is no guarantee that this allocation will prevail and that the 
Company will not be liable for a portion which may be higher, or for the total amount of this claim. 
 

(iii) Environmental contingencies 
 
The Company and its subsidiaries are subject to laws and regulations in the various countries in which they 
operate. Votorantim has established environmental policies and procedures to comply with environmental 
and other laws. Management performs analyses on a regular basis to identify environmental risks and 
ensure that the systems in place are adequate to manage these risks.  
 
The environmental litigation of the Company and its subsidiaries basically refers to public civil claims and 
citizens' lawsuits, whose objectives are: the interruption of the progress of the environmental licensing of 
new projects, the recovery of areas of permanent preservation, and the decontamination of land, among 
others. In the event of an unfavorable outcome, the Company estimates the costs for the preparation of 
environmental studies and the cost for the recovery of its land. The aforementioned costs are recorded as 
expenses in the statement of income as they are incurred. 
 

(e) Outstanding judicial deposits  

At March 31, 2013, the Company had R$ 416 (2012 - R$ 451) deposited with the courts in relation to 
proceedings classified by its legal advisors as having a possible or remote possibility of loss, and therefore, 
not subject to the recording of the respective contingencies. 
 

(f) Commitments 

 
(i) The subsidiaries Votorantim Cimentos S.A. and St. Marys Cement Inc. have supply agreements with steel 

mills for the purchase of slag, effective up to 2023. 
 

(ii) The Company and its subsidiaries have contracts for the purchase of electric power of approximately 950 
MW/year up to 2020. 
 

(iii) The Company and its subsidiaries have concessions of hydroelectric plants that generate power, either 
independently or through consortia, for which the future disbursement estimated by management is 
approximately R$ 2.5 billion. 
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(iv) On July 10, 2008, Votorantim Metais entered into an agreement for the purchase of nickel ore concentrate 
from Mirabela Mineração, a member of the Australian Mirabela Nickel group, which started operating its 
mine in the State of Bahia in 2009. The five-year agreement amounts to US$ 1 billion. 
 
 

21 Use of public assets 
 
The Company owns or invests in companies that have concession contracts in the electrical power industry. 
Most of these contracts provide for annual payments from the commencement of operations and are 
adjusted by the General Market Price Index (IGPM) for the Use of Public Assets ("UBP"). 
 
The contracts have an average duration of 35 years, and the amounts to be paid annually are as follow: 
 

 
 
 

22 Equity 
 

(a) Share capital 
 
At March 31, 2013 and December 31, 2012, the Company's fully subscribed and paid-up capital represented 
17,501,930,932 registered common shares valued at R$ 19,907.  
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(b) Dividends 
 
Dividends are calculated based on 25% of profit for the year, net of a legal reserve, pursuant to the 
Company's bylaws. 
 
On January 31, 2013, the stockholders approved, at an Extraordinary General Meeting, the distribution of 
dividends of R$ 176 to the parent company, Votorantim Participações S.A. 
 

(c) Legal and profit retention reserves 
 
The legal reserve is credited annually with 5% of the profit for the year and cannot exceed 20% of the share 
capital. The reserve can only be used to increase capital and offset accumulated losses. 
 
The profit retention reserve was established to record the appropriation of the remaining balance of 
retained earnings, held over to fund projected business growth, as established in the Company's investment 
plan. 
 

(d) Carrying value adjustments 
 
The Company recognizes in this account the effects of foreign exchange gains/losses on direct and indirect 
investments abroad. The cumulative effects will be transferred to the statement of income for the year as a 
gain or loss upon the sale or write-off of the investment. 
 
This account also includes: foreign exchange gains/losses on debts and derivatives designated to mitigate 
risks related to foreign exchange and commodity prices (hedge accounting), and amounts relating to the fair 
value of available-for-sale financial assets. 
 
 

23 Net revenue 
 

(a) Reconciliation of revenue 
 
The reconciliation between gross and net revenue for the quarters ended March 31 is as follows: 
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(b) Information on geographic areas 
 
The geographic areas are determined based on the location of the customers. The net revenue of the 
Company, classified by currency and destination, is as follows: 
 

(i)  Revenue by destination 
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(ii)  Revenue by currency 
 

 
 
 

24 Other operating income (expenses), net 
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25 Finance result, net 
 

 
 
 

26 Insurance 
 
Pursuant to the Company's Corporate Insurance Management Policy, different types of insurance policies 
are contracted, such as operational risk and civil liability insurance, protecting them against potential losses 
due to production stoppages, property damage and damage to third parties. 
 
The Company and its subsidiaries have civil liability insurance for their operations and officers, with 
coverage and terms and conditions deemed adequate by management to cover the inherent risks. 
 
The operational insurance coverage at March 31, 2013 was as follows: 

 
 

27 Expenses by nature 
 
The cost of sales and services and selling and administrative expenses for the quarters ended March 31 are 
as follows: 
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The quarter ended March 31, 2013 includes the effects of the consolidation of results (revenue, expenses and 
costs) of VCEAA (Spain) and its subsidiaries, which maintain operations in Turkey, Morocco, Tunisia, China 
and India, of Cementos Avallaneda S.A. (Argentina) and of Cementos Artigas S.A. (Uruguay), which, at the 
end of 2012, had the control of their operations acquired by the Company. 
 
 

28 Employee benefit expenses 

 
 
 

29 Supplementary information - Business Unit ("BU") 
 
In order to provide more detailed information, the Company has elected to present supplementary financial 
information by business unit (BU). The following information refers to the analysis of each BU, and 
considers the eliminations of balances and transactions among the companies before: (i) eliminations 
between BUs, and (ii) the eliminations of investments held by the holding companies. Additionally, the 
eliminations and reclassifications among the companies are presented so that the net results reconcile with 
the consolidated financial information of VID per the supplementary information. This supplementary 
information is not intended to be in accordance with, and is not required by, the accounting practices 
adopted in Brazil, or by IFRS. 
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30 Subsequent events 
 
On April 8, 2013, the subsidiary Votorantim Cimentos S.A. filed with the Brazilian Securities Commission 
(CVM) a request to perform an initial public offering of its shares on the São Paulo Futures, Commodities 
and Stock Exchange (“BM&F BOVESPA”). Accordingly, Votorantim Cimentos is following the legal 
procedures and terms to continue the process of going public and, together with its parent company, is 
subject to the restrictions established by the regulatory bodies, and must respect the period of silence in 
relation to the aforementioned offering up to its conclusion. 
 
 
 
 
 
 
 
 
 
 
 
 


