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Report on review of condensed
interim consolidated financial statements

To the Board of Directors and Stockholders
Votorantim Industrial S.A.

Introduction

We have reviewed the accompanying consolidated balance sheet of Votorantim Industrial S.A. and its
subsidiaries (“the Company”) as at September 30, 2012 and the related consolidated statements of
operations, comprehensive income and cash flows for the quarter and nine
and the consolidated statements of changes in equity for the nine

Management is responsible for the preparation and fair presentation of these c
consolidated financial statements in accordance with the accounting standard CPC 21, Interim
Financial Reporting, of the Brazilian Accounting Pronouncements Committee (CPC), and
International Accounting Standard (IAS) 34
Accounting Standards Board (IASB). Our responsibility is to express a conclusion on these condensed
interim financial statements based on our review.

Scope of review

We conducted our review in accordance with Brazilian a
Interim Financial Information (NBC TR 2410
the Independent Auditor of the Entity and ISRE 2410
Performed by the Independent Auditor of the Entity, respectively). A review of interim financial
statements consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is subst
than an audit conducted in accordance with Brazilian and International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim consolidated financial statements referred to above are not
prepared, in all material respects, in accordance with CPC 21 and IAS 34.
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Report on review of condensed
interim consolidated financial statements

To the Board of Directors and Stockholders
Industrial S.A.

We have reviewed the accompanying consolidated balance sheet of Votorantim Industrial S.A. and its
subsidiaries (“the Company”) as at September 30, 2012 and the related consolidated statements of

comprehensive income and cash flows for the quarter and nine-
and the consolidated statements of changes in equity for the nine-month period then ended.

Management is responsible for the preparation and fair presentation of these c
consolidated financial statements in accordance with the accounting standard CPC 21, Interim
Financial Reporting, of the Brazilian Accounting Pronouncements Committee (CPC), and
International Accounting Standard (IAS) 34 - Interim Financial Reporting, of the International
Accounting Standards Board (IASB). Our responsibility is to express a conclusion on these condensed
interim financial statements based on our review.

We conducted our review in accordance with Brazilian and International Standards on Reviews of
Interim Financial Information (NBC TR 2410 - Review of Interim Financial Information Performed by
the Independent Auditor of the Entity and ISRE 2410 - Review of Interim Financial Information

ndent Auditor of the Entity, respectively). A review of interim financial
statements consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is subst
than an audit conducted in accordance with Brazilian and International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim consolidated financial statements referred to above are not

red, in all material respects, in accordance with CPC 21 and IAS 34.

180, Caixa Postal 699

We have reviewed the accompanying consolidated balance sheet of Votorantim Industrial S.A. and its
subsidiaries (“the Company”) as at September 30, 2012 and the related consolidated statements of

-month period then ended,
month period then ended.

Management is responsible for the preparation and fair presentation of these condensed interim
consolidated financial statements in accordance with the accounting standard CPC 21, Interim
Financial Reporting, of the Brazilian Accounting Pronouncements Committee (CPC), and

l Reporting, of the International
Accounting Standards Board (IASB). Our responsibility is to express a conclusion on these condensed

nd International Standards on Reviews of
Review of Interim Financial Information Performed by

Review of Interim Financial Information
ndent Auditor of the Entity, respectively). A review of interim financial

statements consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Brazilian and International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant

audit. Accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim consolidated financial statements referred to above are not
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Other matters - supplementary information

Statement of value added

We have also reviewed the interim consolidated statement of value added for the quarter and nine
month period ended September 30, 2012. This statement is the responsibility of the Company's
management, and is presented as supplementary information. This statement has been subjected to
the same review procedures described above and, based on our review, nothing has come
attention that causes us to believe that it is not prepared, in all material respects, in a manner
consistent with the condensed interim consolidated financial statements taken as a whole.

Information by business unit

We have also reviewed the su
the responsibility of the Company's management. This information is presented in order to provide
additional information on Votorantim Industrial S.A. and its subsidiaries, which is n
comply with or are required by IFRS or accounting practices adopted in Brazil. This information has
been subjected to the same review procedures described above and, based on our review, nothing has
come to our attention that causes us t
manner consistent with the condensed interim consolidated financial statements taken as a whole.

Curitiba, October 31, 2012

PricewaterhouseCoopers
Auditores Independentes
CRC 2SP000160/O-5

Votorantim Industrial S.A.

supplementary information

Statement of value added

We have also reviewed the interim consolidated statement of value added for the quarter and nine
September 30, 2012. This statement is the responsibility of the Company's

management, and is presented as supplementary information. This statement has been subjected to
the same review procedures described above and, based on our review, nothing has come
attention that causes us to believe that it is not prepared, in all material respects, in a manner
consistent with the condensed interim consolidated financial statements taken as a whole.

Information by business unit

We have also reviewed the supplementary information by business unit, described in note 29, which is
the responsibility of the Company's management. This information is presented in order to provide
additional information on Votorantim Industrial S.A. and its subsidiaries, which is n
comply with or are required by IFRS or accounting practices adopted in Brazil. This information has
been subjected to the same review procedures described above and, based on our review, nothing has
come to our attention that causes us to believe that it is not prepared, in all material respects, in a
manner consistent with the condensed interim consolidated financial statements taken as a whole.

Carlos Eduardo Guaraná Mendonça
Contador CRC 1SP196994/O

We have also reviewed the interim consolidated statement of value added for the quarter and nine-
September 30, 2012. This statement is the responsibility of the Company's

management, and is presented as supplementary information. This statement has been subjected to
the same review procedures described above and, based on our review, nothing has come to our
attention that causes us to believe that it is not prepared, in all material respects, in a manner
consistent with the condensed interim consolidated financial statements taken as a whole.

pplementary information by business unit, described in note 29, which is
the responsibility of the Company's management. This information is presented in order to provide
additional information on Votorantim Industrial S.A. and its subsidiaries, which is neither intended to
comply with or are required by IFRS or accounting practices adopted in Brazil. This information has
been subjected to the same review procedures described above and, based on our review, nothing has

o believe that it is not prepared, in all material respects, in a
manner consistent with the condensed interim consolidated financial statements taken as a whole.

Carlos Eduardo Guaraná Mendonça
Contador CRC 1SP196994/O-2
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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"). Headquartered 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 of any nature in order to further its objectives.The Company, through its subsidiaries and 
associates, operates in the cement and concrete, pulp, metals (aluminum, copper, zinc and nickel), 
steel and electrical power generation segments. 
 
 

2 Presentation of the interim consolidated 
financial statements 
 
These interim consolidated financial statements were authorized for issue by management on 
October 30, 2012. 
 

2.1 Basis of presentation 
 
The interim consolidated financial statements at September 30, 2012 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 as at 
December 31, 2011 made available to the public on March 8, 2012. 
 
Therefore, the interim consolidated financial statements at September 30, 2012 do not contain all the 
explanatory notes and disclosures required by the accounting standards applicable to annual 
financial statements. As consequence, they should be read together with the financial statements 
prepared in accordance with the relevant CPCs and IFRSs as at December 31, 2011. 
 
The interim consolidated financial statements have been prepared in a manner consistent with the 
information disclosed in Note 2 to the consolidated financial statements as at December 31, 2011. 
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2.2 Companies included in the interim consolidated financial statements 
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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 as at December 31, 2011. 
 
 

3 New standards, amendments and interpretations to existing standards that are not yet 
effective 
 

The new standards, amendments to and interpretations of existing standards that are not yet 
effective, are the same as those described in Note 3 to the Company's annual consolidated financial 
statements as at December 31, 2011. 
 
 

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, 2011 to the  
financial risks and risk management policies described in the Company's annual consolidated 
financial statements as at December 31, 2011. 
 
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 in the balance sheet up to the 
contractual maturity date).Derivative financial liabilities are included in the analysis if their 
contractual maturities are to understanding the temporary cash flows.The amounts disclosed in the 
table are the undiscounted cash flows, which includes interest to be incurred, and, accordingly, we do 
not agree directly to the amounts in the balance sheet for borrowings. 
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4.1.1 Derivatives contracted 
 
The hedging programs contracted by the Company are the same programs described in Note 5.1.1 to 
the annual consolidated financial statements as at December 31, 2011, except for the programmes 
described below: 
 
Instruments to hedge real-denominated debts - derivative financial instruments contracted to 
transform the fixed rates of real-denominated debts into CDI floating rates. Risk mitigation is carried 
out by means of swaps. Changes in fair value are recognized in the statement of income. 
 
Hedging program for the operating margin of metals - in addition to the hedging program 
for the operating margin on zinc, nickel and aluminum, the Company has executed derivative 
financial instruments to reduce the volatility of the cash flows from its zinc, copper and silver 
operations in Peru. 
 
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 for outstanding positions in cash and cash equivalents, 
financial investments, financial instruments, including borrowings, and derivative financial 
instruments. The various scenarios are described below: 
 
. Scenario I:based on market forward curves and quotations as at September 3o, 2012 representing 

a probable scenario in management's opinion as at December 31, 2012. 
 

. Scenario II:considers a stress factor of + or -25% applied to the market forward curves and 
quotations as at September 30, 2012. 

 

. Scenario III:considers a stress factor of + or -50% applied to the market forward curves and 
quotations as at September 30, 2012. 
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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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In addition to the hedging programs described in Note 5.1.4 to the consolidated financial statements 
as at December 31, 2011, the Company started to adopt hedge accounting for a portion of the hedging 
program for mismatches between quotation periods in June 2012. 
 

4.1.4 Capital management 
 

The Company's objectives when managing capital are to safeguard its ability to continue to provide 

stockholders returns and benefits for other stakeholders, to maintain an optimal capital structure to 

and 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, or, issue new shares or sell assets to reduce, for example, 

the level of debt. 

 

Consistent with other companies in the industry, the Company monitors capital on the basis of its 

gearing ratio. This ratio is calculated as net debt divided by EBITDA. Net debt is calculated as being 

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 by management. 

 

The gearing ratios are as follows: 
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4.1.5 Fair value estimation 
 

In the nine-month period ended September 3o, 2012, 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. 

 
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 nine-month period ended September 30, 2012, there were no significant changes in the 
characteristics of the transactions presented in Note 7 compared to the latest annual consolidated 
financial statements. The increase in the balance of cash and cash equivalents and financial 
investments in the period results from the sale of the ownership interest in USIMINAS, the 
reopening of the bonds maturing in 2041, and the investment of the excess net cash flows from 
operations generated in the period. The average yield of the portfolio during the nine-month period 
ended September 30, 2012 was 101.81% of the CDI (102.2% of the CDI at December 31, 2011). 
 
 

7 Financial investments 
 
Financial investments include financial assets classified as held-for-trading and held-to-maturity, as 

follows: 

 

 
 

Financial investments in private securities are substantially represented by Bank Deposit Certificates 
(“CDBs”) 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 
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by the Brazilian National Treasury.The average yield of the portfolio during the nine-month period 
ended September 30, 2012 was 101.35% of the CDI (102.2% of the CDI as at December 31, 2011). 
 

8 Trade receivables 
 

 
 

9 Inventory 
 

 
There are no inventories pledged as collateral for liabilities. 
 
 



 
 

Votorantim Industrial S.A.  
 

Notes to the interim consolidated financial  
statements as at September 30, 2012 
All amounts in millions of Reais unless otherwise stated 

 
 
 

 

20 de 46 
 

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 and 

their realization is based on the subsidiaries’ operations. Part of the credits related to Corporate 

Income Tax (“IRPJ”) and Social Contribution on Net Income (“CSLL”) refer to prepayments for 2012 

that will be offset at the end of the reporting period. The amounts are monetarily restated. 
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11 Related parties 

 
The main transactions with related parties were carried out under loan agreements with subsidiaries and related companies. 
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12 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. As at 
September 30, 2012, the fair value of this "Call Option" is R$ 108 (R$ 104 - December 31, 2011) and 
is recorded  under "Call Options" in non-current assets.
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13 Investments 
 
(a) Breakdown 
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(b) Principal changes in ownership interests in investees 
 

(i) Sale of the ownership interest in Usinas Siderúrgicas de Minas Gerais S.A. - USIMINAS 
 
On November 27, 2011, the Company and the companies of the Ternium Group (Confab Industrial 
S.A., Siderar S.A.I.C., Prosid Investments S.C.A., Ternium Investments S.àr.I. and Ternium S.A.) 
entered into contracts for the purchase and sale of shares, under which the Company sold, for a unit 
value of R$ 36.00 (thirty six reais), its 6.47% ownership interest in USIMINAS, representing 12.98% 
of the company's common shares, or 6.47% of its total share capital. 
The total price consideration was R$ 2,362. The ownership interest sold was part of the USIMINAS 
controlling shareholder block. 
 
 

(ii) Sale of the ownership interest in Companhia Nitro QuímicaBrasileira. 
 
On October 14, 2011, through a contract for the purchase and sale of shares entered into with Faro 
Capital equity investment fund, the Company sold its total ownership interest in Companhia Nitro 
Química Brasileira. 
 

(iii) Acquisition of Atacocha shares 
 
On August 1, 2011, the Company, through its subsidiary Milpo, concluded a tender offer, whereby it 
acquired a further 19.51% of the shares that comprise the capital of Compañía Minera Atacocha S.A. 
("Atacocha") for R$ 84 (equivalent to US$ 54.3 million). As a result of this transaction, the Company 
acquired an 88.19% ownership interest in Atacocha. 
 

 

(iv) Corporate restructuring in CIMPOR 
 
On June 25, 2012, in order to carry out a corporate restructuring in CIMPOR, the subsidiary 
Votorantim Cimentos S.A. (“VC S.A.”) entered into an agreement with InterCement, a company of 
the Camargo Correa Group (“CC”), named “AcordoParassocial” (Stockholders Agreement), which 
establishes the exchange of the 21.21% interest held by VC S.A.in CIMPOR for the control of the 
operations in six countries, Turkey, Morocco, Tunisia, India, China and Spain.  
 
On July 16, 2012, the Special Commissions established in this “AcordoParassocial” were installed, 
when the Board of Directors of CIMPOR was changed.Currently, VC S.A. has two members on the 
Board of Directors and, pursuant to the agreement in effect with CADE, will not participate in the 
Executive Commission of CIMPOR before the completion of the corporate reorganization, thus 
limiting VCSA’s influence over the management of CIMPOR while both (VC S.A. and CC) hold equity 
interests in that company is held. 
 
As at September 30, 2012, there were still obligations to be fulfilled prior to the completion of the 
transaction, which is still subject to approvals by the applicable legal authorities in the respective 
countries. 
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(c) Change in investments 
 

 
 

(d) Investments in listed companies 
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14 Property, plant and equipment 
 

(a) Breakdown 
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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 presented below: 

 
The balance of construction in progress the Cement is made up mainly of projects for the expansion 
and optimization of the industrial units, the main of which are: 
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15 Biological assets 
 
The Company's biological assets are growing eucalyptus forests. 
 
The growing forests are primarily located in the states of São Paulo, Rio Grande do Sul, Mato Grosso 
do Sul, Espírito Santo and Bahia. 
 
The reconciliation of the book balances at the beginning and at the end of the period is as follows: 
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16 Intangible assets 
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17 Borrowing 
 

(a) Breakdown 
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BNDES – National Bank for Economic and Social Development 

CDI – Interbank Deposit Certificate 

DTF – Time Deposit Rate (Colombia) 

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 Councill.The TJLP is the basic cost of financing of BNDES. 

UMBNDES - Monetary unit of the BNDESreflecting the weighted basket of currencies of foreign currency debt obligations.As at September 30, 2012, the basket was comprised 97% of US Dollars. 

USD – US Dollar 

FX – Foreign exchange 

 
As at September 30, 2012, the borrowing fell due as follows: 
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(b) Changes  
 

 
(c) Breakdown by currency 

 

 
 

(d) Breakdown by index 
 

 
(e) Collateral 

 
As at September 30, 2012, R$ 8,019 of the balance of borrowing is collateralized by promissory notes 
and sureties from the Company or its subsidiaries, and R$119 of property, plant and equipment items 
are collateralized by liens on the financed assets. 
 
As at September 30, 2012, after the fulfillment of certain contractual conditions, Votorantim 
Industrial began to assume the obligations as guarantor in certain loan and financing agreements, 
unitl then guaranteed by its parent company, Votorantim Participações S.A.  
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(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 standardized for all borrowing agreements.  
 
The Company and its subsidiaries were in compliance with all covenants. 
 

(g) Funding transactions 
  

By means of funding transactions and the early repayment of certain existing debts, the Company 
continues to extend the average maturity profile of borrowing. The funding transactions related to 
jointly-controlled entities are not described in this note. 
 
The main funding transactions entered into are as follow: 
 

(i) In September 2012, the subsidiary Milpo contracted a bridge loan of US$ 80 million, with maturity 
within 90 days and interest equivalent to LIBOR + 3.3% p.a.Upon maturity, this loan will be replaced 
by another with the same amount and cost and a seven-year term.The proceeds from this loan will be 
used mainly to finance part of the investments in capex approved for 2012. 
 

(ii) In June 2012, the subsidiary Siderúrgica Três Lagoas Ltda.(“Sitrel”) raised a loan of US$ 35 million 
with the participation of the SACE Italian export credit agency to fund equipment imports.The total 
repayment term is ten years, at a cost of LIBOR + 2.50% p.a. 
 

(iii) 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.With the amount raised the principal of the 
transaction increased to US$ 1,250 million and the other conditions were upheld, 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. 
 

(iv) In January 2012, Votorantim Cimentos S.A. concluded its fourth public issue of simple, non-
convertible, unsecured debentures in two series of R$ 500 each. The debentures were distributed 
with restricted placement efforts and are 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, yields 111% of the CDI variation.Both series mature in May 2018. 
 

(v) Throughout 2012, the subsidiaries of the Company received R$ 421 from the National Bank for 
Economic and Social Development (BNDES) (2011 - R$ 868) to fund their expansion and 
modernization projects. The average funding cost is TJLP + 3.02% p.a.  (2011 - TJLP + 2.73% p.a.).  
 
 

(vi) In November 2011, the subsidiary Votorantim Cement North America (VCNA) renegotiated a 
US$ 325 million syndicated loan taken out in October 2010, extending its maturity to 2016 and 
reducing the interest rate. The other contractual conditions remained unaltered. 
 

(vii) In August 2011, Votorantim GmbH raised a loan of US$ 2,650 million through two distinct 
transactions: (i) a rotating credit line, maturing in five years, of US$ 1,500 million, immediately 
available to the Company, and can be drawn down by certain subsidiaries in Brazil and abroad, and 
(ii) an export prepayment line of US$ 1,150 million, contracted through Votorantim GMBH, 
structured in two tranches, maturing in seven years and eight years and subject to interest of LIBOR 
+ 1.35% and LIBOR + 1.50% p. a., respectively. The funds obtained through the export prepayment 
line were used for the early repayment of borrowing. 
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(viii) On April 4, 2011, Votorantim Cimentos S.A. issued bonds in the international capital market of US$ 

750 million, maturing in 30 years and falling due in April 2041. The bonds are rated "BBB" by 
Standard & Poor's, "Baa3" by Moody's and "BBB" by Fitch.After the fulfillment of certain 
requirements, Votorantim Industrial S.A. will be the sole guarantor of this transaction.The bonds 
were issued with interest of 7.25% p. a., payable semiannually. The proceeds from the issue were 
used for the early repayment of borrowing, thus extending the debt profile. 
 

(ix) In February 2011, Votorantim Cimentos S.A. raised two loans of US$ 37 million and US$ 34 million 
with the participation of the EKF Danish export credit agency to fund equipment imports. The total 
repayment term is ten years, at a cost of LIBOR + 1.375% per year. 
 

(x) In February 2011, Votorantim Cimentos S.A. completed its third public issue of simple, non-
convertible, non-privileged, unsecured debentures in a single series. The debentures were distributed 
with restricted placement efforts and are exempt from registration with the CVM, pursuant to Article 
6 of CVM Instruction 476, of January 16, 2009. The issue of R$ 600, with maturity in February 2021, 
pays 113.90% of the CDI.  
 

(h) Fair value of borrowing 

 

18 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 as 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 effect of foreign exchange gains/losses (tax calculated on a cash basis for 

foreign exchange gains/losses), (b) adjustments of derivative financial instruments to their fair value, 

(c) temporarily non-deductible provisions; (d) investments in agribusiness activities; and (e) 

temporary differences arising from the adoption of the CPCs. 



Votorantim Industrial S.A.  
 

Notes to the interim consolidated financial  
statements at September 30, 2012 
All amounts in millions of Reais unless otherwise stated 

 
 

 

35 de 46 

 

The credits related to income tax and social contribution losses will be realized on average maturity, 

according to the projection 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 expenses 
 
The current amounts are calculated based on the prevailing tax rates applied to adjusted taxable 

income. 

 

The income tax and social contribution amounts presented in the statement of income for the periods 
ended September 30 are reconciled to their Brazilian statutory rates as follows: 
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(b) Analysis of deferred tax balances 
 
Deferred income tax and social contribution balances are as follows: 
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19 Tax, civil and labor provisions 
 

(a) Provision, contingencies, tax obligations and judicial deposits 
 
The Company and its subsidiaries are parties to tax, labor, civil and other lawsuits in progress, and 
are discussing such matters at the administrative and judicial levels. When applicable, amounts are 
deposited with the court to cover a portion of these obligations. 
 
Contingencies classified as probable losses are provided for as liabilities. Contingencies classified as 
possible losses are not provided for as liabilities, but are disclosed in the notes to the financial 
statements. Contingencies classified as remote losses are neither accrued nor disclosed. The amounts 
involved in the contingencies are estimated and periodically updated. The classification of losses as 
possible, probable and remote is based on the advice of the Company's legal counsel. 
 
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 in the litigation. 
 
The balances of tax obligations and provisions for contingencies recorded in the balance sheet are as 
follows: 
 

 
 
The changes in provisions for contingencies during the periods are as follows: 
 

 
(i) Lawsuits regarded as possible losses 

 

The Company and its subsidiaries are parties to lawsuits involving possible risks of loss, as detailed 
below: 
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(ii) Tax lawsuits (possible and probable losses) 
 

. Summer Plan ("Plano Verão") - claims for the deduction of indexation adjustments corresponding 
to the variation in the Consumer Price Index (“IPC”) in January 1989, of 70.28%. 

 

. State Value-added Tax on Sales and Services (“ICMS”) - challenge of the constitutionality of the 
inclusion of ICMS in the basis of calculation of the Social Contribution on Revenues (“COFINS”). 

 
. The subsidiary Votorantim Investimento Latino Americano has been served an assessment 

notices regarding income tax and social contribution on profits abroad referring to 2006 and 
2007. The assessment notices, amounting to R$ 364, are pending judgment at the administrative 
level.   

 
. In prior years, the subsidiary Fibria S.A.had been served an assessment notice for having utilized 

tax losses, calculated under the BEFIEX program effective period, after more than six calendar 
years from the formation of this loss.The updated amount of the contingency, for which the 
likelihood of loss as at December 31, 2011 was deemed to be possible, is R$ 168. In the semester 
ended June 30, 2012, this assessment was canceled due to a decision favorable to the Company, 
extinguishing the lawsuit.Therefore, this lawsuit will be excluded from the list of contingent 
liabilities related to tax lawsuits in progress with a possible likelihood of loss, and the amount 
involved in the discussion will no longer represent a financial impact for the Company. 

 
 

(iii) Labor and civil lawsuits 
 
These refer mainly to lawsuits filed by former employees and third parties seeking the payment of 
indemnities for 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. 
 
The civil lawsuits involve claims for compensation for property damages, emerging damages, pain 
and suffering, collection and execution. 
 
In 2006 the Secretariat of Economic Law (SDE) initiated an administrative proceeding involving the 
cement industry union, some industry associations (cement and concrete) and several cement 
companies,  including Votorantim.  The proceeding investigates the claim of coordination among 
cement companies all over Brazil for restriction to free competition in the cement, concrete and 
inputs markets. Although SDE has recommended the judgment against the union, associations and 
several cement companies, including Votorantim, the opinion is not binding and the CADE board 
may or may not abide by the SDE's recommendation. Based on the advice of its legal counsel, the 
Company believes that there is no proof of violation of the economic order in the administrative 
proceeding and, therefore, it should not be subject to any administrative and/or criminal penalties. 
 

(b) 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 jointly-controlled entity Fibria has long-term take-or-pay agreements with the suppliers of 
electricity, transportation, diesel oil, chemicals and natural gas maturing up to 2028. These 
agreements contain termination and supply interruption clauses in the event of default on certain 
essential obligations. The contractual obligations assumed as at September 30, 2012 represent R$ 73 
(December 31, 2011 - R$ 73). 

  
 In addition, a long-term take-or-pay agreement was signed in 2007 with International Paper for the 

supply of pulp for a 30-year period. The commitment established under this agreement totals R$ 34 
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per year as at September 3o, 2012. 
 
(iii) The Company and its subsidiaries have contracts for the purchase of electric power of approximately 

950 MW/year up to 2020. 
 
(iv) The Company and its subsidiaries have commitments for the construction and purchase of 

equipment for plants that generate electrical power, either independently or through consortia, for 
which the future disbursement estimated by management is approximately R$ 2,840. 
 

(v) On July 10, 2008, Votorantim Metais entered into an agreement for the purchase of nickel ore 
concentrate from MirabelaMineração, a member company of the Australian group Mirabela Nickel, 
which started operating its mine in the State of Bahia at the end of 2009. The five-year agreement 
was executed for the purchase of US$ 1 billion of nickel ore concentrate. 
 
 

20 Use of Public Assets (“UBP”) 
 
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 
follows: 
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21 Equity 
 

(a) Share capital 
 
As at September 30, 2012, the Company's fully subscribed and paid-up capital represented  
17,512,160,870 (2011 – 17,111,093,956) registered common shares of R$ 19,925 (2011 – R$ 19,367). 
 

(b) Dividends 
 
Dividends are calculated based on 25% of the profit for the year, net of a legal reserve, pursuant to 
the Company's bylaws. 
 

(c) Legal reserve and profit retention reserve 
 
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 formed to record the retention of the remaining balance of retained 
earnings, in order to shield funds for projected business growth pursuant to the Company's 
investment plan. 
 

(d) Carrying value adjustments 
 
The Company recognizes in this account the effects of the exchange rate changes on foreign 
investments directly or indirectly owned by the Company. This accumulated effect will be reversed to 
the statement of income as a gain or loss in the event of the disposal 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 commodities prices (hedge accounting), and the 
amount relating to the fair value of available-for-sale financial assets. 
 
 

22 Net revenue 
 

 
 

 

 

 

 

 

 

 

 

 

 



Votorantim Industrial S.A.  
 

Notes to the interim consolidated financial  
statements at September 30, 2012 
All amounts in millions of Reais unless otherwise stated 

 
 

 

41 de 46 

23 Other operating income (expenses), net 
 

 
24 Net finance income (costs) 

 

 
 

25 Insurance 
 
Pursuant to the Corporate Insurance Management Policy of the Company and its subsidiaries, 
different types of insurance policies are contracted, such as operational risk and civil liability 
insurance, protecting them against potential losses due to production stoppage, 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 as at September 30, 2012 is as follows: 
 

 
 
 

26 Expenses by nature 
 
The Company follows the guidelines of CPC 21/IAS 34, which determine that the entities that classify 
expenses by function also disclose information on the nature of expenses, including depreciation and 
amortization expenses and employee benefit expenses. 
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27 Employee benefit expenses 
 

 
 

28 Profits from discontinued operations 
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29 Supplementary information - Business Unit (“BU”) 

 
To provide a higher level of details, the Company elected to disclose supplemental financial 
information by business unit (“BU”). The following information refers to the analysis of VID across 
each BU and considers the eliminations of balances and transactions between the companies: (i) 
eliminations between BUs; (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 agrees to the consolidated financial information of VID as per the supplementary 
information.This supplementary information is not intended to be agree and is not required by the 
accounting practices adopted in Brazil nor by IFRS. 



Votorantim Industrial S.A.  
 

Notes to the interim consolidated financial  
statements at September 30, 2012 
All amounts in millions of Reais unless otherwise stated 

 
 

 

44 de 46 
 



Votorantim Industrial S.A.  
 

Notes to the interim consolidated financial  
statements at September 30, 2012 
All amounts in millions of Reais unless otherwise stated 

 
 

 

45 de 46 

 



Votorantim Industrial S.A.  
 

Notes to the interim consolidated financial  
statements at September 30, 2012 
All amounts in millions of Reais unless otherwise stated 

 
 

 

46 de 46 

 
 
 




