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Campinas, February 9, 2010
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DELOITTE TOUCHE TOHMATSU
Auditores Independentes

We have audited the consolidated balance sheets of Industrias Romi S.A. and subsidiaries
(“Company”) as of December 31, 2009 and 2008, and the related consolidated statements of
income and comprehensive income, changes in shareholders' equity, and cash flows for the
years then ended, prepared in conformity with international financial reporting standards
issued by the International Accounting Standards Board - IASB and under the responsibility
of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements.

Our audits were conducted in accordance with auditing standards in Brazil and comprised:
(a) planning of the work, taking into consideration the significance of the balances, volume
of transactions, and the accounting and internal control systems of the Company;
(b) checking, on a test basis, the evidence and records that support the amounts and
accounting information disclosed; and (c) evaluating the significant accounting practices and
estimates adopted by the Company's management, as well as the presentation of the
consolidated financial statements taken as a whole.

In our opinion, the consolidated financial statements referred to in paragraph 1 present fairly,
in all material respects, the consolidated financial position of Industrias Romi S.A. as of
December 31, 2009 and 2008, and the consolidated results of its operations, the consolidated
changes in its shareholders’ equity, and its consolidated cash flows for the years then ended,
in conformity with international financial reporting standards issued by the International
Accounting Standards Board - [ASB.

The Brazilian accounting practices differ, in certain respects, from the international financial
reporting standards issued by the International Accounting Standards Board - IASB. The
information related to the nature and the effect of these differences is presented in Note 4 to
the consolidated financial statements.

The accompanying financial statements have been translated into English for the
convenience of readers outside Brazil.

1t Antonio dos Santos

Engagement Partmer ———_ ™\

A Deloitte refere-se a uma ou mais Deloitte Touche Tohmatsu, uma verein (associacao) estabelecida na Suica, e Membro da

sua rede de firmas-membro, sendo cada uma delas uma entidade independente e legalmente separada. Acesse Deloitte Touche Tohmatsu
www.deloitte.com/about para a descricdo detalhada da estrutura legal da Deloitte Touche Tohmatsu e de suas

firmas-membro.
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INDUSTRIAS ROMI S.A. AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2088/D DECEMBER 31, 2008

(In thousands of Brazilian reais - R$)

ASSETS

CURRENT ASSETS
Cash and cash equivale
Temporary cash investments:
Trading securities
Trade accounts receivable
Onlending of FINAME manufacturer financing
Inventories
Recoverable taxes
Other receivables
Total current assets

NONCURRENT ASSET

Long-term assets:
Trade accounts receivable
Onlending of FINAME manufacturer financing
Recoverable taxes
Deferred income and social contribution taxes
Escrow deposits
Other receivables

Property, plant and equipment,

Intangible asse

Goodwill

Total noncurrent assets

TOTAL ASSETS

The accompanying notes are an integral part ottfieancial statements.
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12,731
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795,163

1,680,924

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Loans and financir

FINAME manufacturer financing
Trade accounts paya

Payroll and related char¢
Taxes payabl

Advances from custome
Dividends and interest on cap
Profit sharing

Other payable

Total current liabilities

NONCURRENT LIABILITIES

Loans and financir

FINAME manufacturer financin

Deferred income and social contribution taxe
Taxes payable

Reserve for contingenc

Other payable

Total noncurrent liabilitie

SHAREHOLDERS’ EQUITY

Capita

Capital resen

Profit reserv

Accumulated other comprehensive income
Interest attributed to owners of the parent

NONCONTROLLING INTERESTS

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY
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INDUSTRIAS ROMI S.A. AND ITS SUBSIDIARIES

INCOME STATEMENTS FOR THE YEARS
ENDED DECEMBER 31, 2009 AND 2008
(In thousands of Brazilian reais - R$, except eaysiper share)

Note 12/31/09 12/31/08
NET OPERATING REVENUE 475,434 696,124
COST OF SALES AND SERVICES 25 (328,138) (416,550)
GROSS PROFIT 147,296 279,574
OPERATING INCOME (EXPENSES)
Selling expenses 25 (55,224)  (65,927)
General and administrative expenses 25 (57,508) (61,592)
Research and development expenses (22,722)  (28,766)
Management profit sharing and compensation 19 and 25(7,849) (14,909)
Tax expenses 25 (1,763) (2,913)
Other operating income, net 26 6,951 20,989
Total (138,115) (153,118)
INCOME FROM OPERATIONS BEFORE
FINANCIAL RESULTS 9,181 126,456
FINANCIAL RESULTS
Financial income 27 18,206 36,950
Financial expenses 27 (6,739) (5,061)
Exchange variations, net (6,112) 3,414
5,355 35,303
INCOME BEFORE INCOME AND SOCIAL
CONTRIBUTION TAXES 14,536 161,759
INCOME AND SOCIAL CONTRIBUTION TAXES 20
Current (4,728) (33,324)
Deferred 3,000 (1,828)
(1,728) (35,152)
NET INCOME 12,808 126,607
Attributed to:
Owners of the parent 11,882 125,726
Noncontrolling interests 926 881
12,808 126,607
BASIC AND DILUTED EARNINGS PER SHARE 18 0.159 1.606

The accompanying notes are an integral part obthirancial statements.




INDUSTRIAS ROMI S.A. AND ITS SUBSIDIARIES

CONSOLIDATED COMPREHENSIVE INCOME STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
(In thousands of Brazilian reais - R$, except emysiper share)

12/31/09 12/31/08

NET INCOME 12,808 126,607

OTHER COMPREHENSIVE INCOME
Foreign currency translation adjustments (10,123) 6,617

COMPREHENSIVE INCOME FOR THE YEAR 2,685 133,224

TOTAL COMPREHENSIVE INCOME ATTRIBUTED TO

Owners of the parent 1,759 132,343

Non controlling interests 926 881
2,685 133,224

The accompanying notes are an integral part oktheancial statements.




(Convenience Translation into English from the @wad)Previously Issued in Portuguese)

INDUSTRIAS ROMI S.A. AND ITS SUBSIDIARIES

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
(In thousands of Brazilian reais - R$)

Attributed to shareholders' interest

Earnings reserve

Accumulated other

Interest
attributed to

Capital Profit Legal comprehensive Retained  ownersef t Noncontrolling
Note Capital reserve reserve reserve Total income earning paren interests Total

BALANCES AS OF DECEMBER 31, 2007 505,764 2,209 86,062 31,185 117,247 (968) - 624,252 1,871 626,123
Net income - - - - - - 125,726 125,726 881 126,607
Foreign currency translation adjustments - - - - - 6,617 - 6,617 - 6,617
Repurchase of shares - - (15,566) - (15,566) - - (15,566) - (15,566)
Allocations:

Legal reserve 17 - - - 5,648 5,648 - (5,648) - - -

Retained earnings 17 - - 79,742 - 79,742 - (79,742) - (216) (216)

Interest on capital - Law No. 9249/95 17 - - - - - - (40,336) (40,336) - (40,336)
BALANCES AS OF DECEMBER 31, 2008 505,764 2,209 150,238 36,833 187,071 5,649 - 700,693 2,536 703,229
Net income - - - - - - 11,882 11,882 926 12,808
Foreign currency translation adjustments - - - - - (10,123) - (10,123) - (10,123)
Repurchase of shares 17 - - (10,194) - (10,194) - - (10,194) - (10,194)
Allocations:

Legal reserve 17 - - - 605 605 - (605) - - -

Interest on capital - Law No. 9249/95 17 - - (5,924) - (5,924) - (3,794) (9,718) - (9,718)

Retained earnings 17 - - 7,483 - 7,483 - (7,483) - - -

Dividends paid 17 - - - - - - - - (1,465) (1,465)
BALANCES AS OF DECEMBER 31, 2009 505,764 2,209 141,603 37,438 179,041 (4,474) - 682,540 1,997 684,537

The accompanying notes are an integral part oétfirancial statements.




INDUSTRIAS ROMI S.A. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE
YEARS ENDED DECEMBER 31, 2009 AND 2008
(In thousands of Brazilian reais - R$)

Cash flows from operating activitie

Net income

Adjustments to reconcile net income to net cashiged by operating activitie
Current and deferred income and social coninhuaixes
Depreciation and amortizat
Allowance for doubtful accounts and other reable:
Gain on sale of property, plant and equipi
Financial expenses and exchange variations
Provision for inventory loss
Reserve for contingencies, |
Gain on acquisition of subsidiat

Increase (decrease) in ass
Trading securitie
Trade accounts receiva
Onlending of FINAME manufacturer financ
Inventorie
Recoverable taxes, r
Escrow deposits
Other receivable

Increase (decrease) in liabiliti
Trade accounts paya
Payroll and related chare
Taxes payabl
Advances from custome
Other payable
Cash provided by operating activi

Income and social contribution taxes |
Net cash provided by (used in) operating activ

Cash flows from investing activitie

Purchase of property, plant and equipt

Sale of property, plant and equipn

Increase in intangible ass

Capital increase in subsidiary

Acquisition of investment in subsidiary, net afsb balance of investments acqu
Net cash used in investing activii

Cash flows from financing activitie
Interest on capital and dividends
New loans and financi
Payments of loans and financ
Interests pa
Increase in FINAME manufacturer financi
Payment of FINAME manufacturer financ
Interests paid - FINAME manufacturer financ
Repurchase of sha

Net cash provided by financing activit

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT1
Cash and cash equivalents - beginning of

Exchange variation on cash balance of foreign slidoses
Cash and cash equivalents - end of

The accompanying notes are an integral part ottfirancial statements.
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(Convenience Translation into English from the @ad Previously Issued in Portuguese)

INDUSTRIAS ROMI S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FORHE YEARS
ENDED DECEMBER 31, 2009 AND 2008
(Amounts in thousands of Brazilian reais - R$, sgletherwise stated)

1. OPERATIONS

IndUstrias Romi S.A. (the “Company”) is engagedha manufacture and sale of machine
tools, metal cutting machines, plastic injectionleimy machines, industrial equipment and
accessories, tools, castings and parts in gendradquipment and peripherals, systems
analysis and development of data processing sadtwelated to the production, sale, and
use of machine tools and plastic injectors, marufatgy and sale of rough cast parts and
machined cast parts, export and import, representah own account or for the account of
third parties, and provision of related services, veell as holding interests in other

commercial or civil companies, as partner or shaidsr, and the management of own
and/or third-party assets. The Company's industfglilities consist of eleven plants

divided into three units located in the city of &aBarbara d’Oeste, in the State of S&o
Paulo and two in Turin, Italy. The Company alsodsoéquity interests in subsidiaries in
Brazil and abroad, as described in Note 3.

2. SUMMARY OS SIGNIFICANT ACCOUNTING PRACTICES
2.1. Basis of presentation

Consolidated financial statements of the Comparmnwg lieeen prepared in accordance
with the International Accounting Standards BoaldSB.

The consolidated financial statements have begraped using the historical cost as
the base value, except for the valuation of ceffiaancial instruments.

2.2. Translation of foreign currency
a) Functional and reporting currency

The information on consolidated subsidiaries is snead using the currency of

the country where the entity operates (functionatrency). The Company

defines the functional currency of each of its siibsies after analyzing:

The currency:

i. ~ That mainly influences sales prices for goods amgtices’ prices (usually
the currency in which sales prices for its produatsd services are
denominated and settled);

ii.  Of the country whose competitive forces and regargt mainly determine
the sales prices of its goods and services;

ili.  That mainly influences labor, material and othests@f providing goods or
services (usually the currency in which such c@sts denominated and
settled);



Industrias Romi S.A. and Subsidiaries

iv. In which funds from financing activities are sulbdially generated
(e.q., issuance of debt and equity instruments); an

v. In which receipts from operating activities are aluretained.

The following factors were also considered in deieing the functional
currency of a foreign operation:

a) Whether the activities of the foreign operation a@ried out as an
extension of the Company rather than being camigdwith a significant
with a significant degree of autonomy. An exampig¢he former is when
the foreign operation only sells only goods impdri®m the Company and
remits proceeds to it. An example of the latterwisen the operation
accumulates cash and other monetary items, incxpsnses, generates
income and arranges borrowings, all substantialiysilocal currency;

b) Whether transactions with the Company are highoar proportion of the
foreign operation’s activities;

c) Whether cash flows from the activities of the fgreioperation directly
affect the cash flows of the Company and are rgadilailable for
remittance to it; and

d) Whether cash flows from the activities of the fgreoperation are sufficient
to service existing and expected debts without gulpeing made available
by the Company.

The Consolidated Financial Statements are presémtedais (R$), which is the
Company's functional and presentation currency, aedranslated on the basis
of the criteria described below:

a) Transactions and balances

The transactions in foreign currency are convertedthe functional
currency using the exchange rate in effect onrdmestiction date. Except for
the foreing currency translation adjustments onsglidries, which have
been recorded against shareholder’'s equity, thesgand losses resulting
from the difference between the conversion of assetd liabilities in
foreign currency at the date of the Consolidatethfcial Statements and
the conversion of the transaction amounts are rézed in the statement of
income.

b) Group companies

The results of operations and the financial pos#iof all the subsidiaries
included in the consolidated financial statemenéd investments
accounted for under the equity method (none of whiocated in
hyperinflationary economies) which have a functlooarrency different
from the reporting currency are translated to thporting currency as
follows:

I. Assets and liabilities are translated at the exgbaate prevailing at the
balance sheet dates;



IndUstrias Romi S.A. and Subsidiaries

2.3.

il. The opening shareholders' equity of each balaneet shill correspond
to the closing shareholders' equity of the priaiqmkas translated then;
changes in the opening shareholders' equity dutiegcurrent period
will be translated at the rates prevailing on retipe dates;

iii. Income and expense accounts are translated atvidrage monthly
exchange rate; and

iv. All exchange rate translation differences are racegl in shareholders'
equity, under the caption “Valuation adjustments stwareholders’
equity”.

Financial assets

Investments are recognised and derecognised dnaitie date where the purchase or
sale of an investment is under a contract whosmstetequire delivery of the
investment within the timeframe established by tharket concerned, and are
initially measured at fair value, plus transactiowsts, except for financial assets,
which are measured at fair value through profitlass, initially measured at fair
value.

Financial assets are classified in the followintegaries: at fair value through profit
or loss, held to maturity, available for sale amanis and receivables. Classification is
made according to the nature and purpose of tl@ndial assets and is determined
upon initial recognition.

Effective interest method

The effective interest method is a method of cakind the amortized cost of a
financial asset and of allocating interest expeoger the relevant period. The
effective interest rate is the rate that exactcdunts future estimated cash receipts
(including all the rates paid and received formang integral part of the effective
interest rate, transaction costs and other premiamsliscounts) throughout the
expected life of the financial assets, or, whengr@ypriate, for a shorter period.

Financial assets at fair recognised value througfitr loss

Financial assets are classified at fair value thhoprofit or loss when assets are held
for trading or designated at fair value throughfipror loss. A financial asset is
classified as held for trading if it is:

» Acquired principally for the purpose of sellingntthe near term;

» Part of a portfolio of identified financial instriemts that are managed together
and for which there is evidence of a recent acpadtern of short-term profit-
taking; or

* A derivative that it is not a designated and effechedging instrument”.



IndUstrias Romi S.A. and Subsidiaries

A financial asset that is not held for trading ¢endesignated at fair value through
profit or loss upon initial recognition when:

* This designation eliminates or significantly redsi@n inconsistency that might
arise upon measurement or recognition;

* The financial asset is part of a managed groupnahtial assets or liabilities, or
both, and whose performance is measured based tarivalue, according to the
Company’s documented risk management or investsteategy, and information
about that group of assets is provided internallyr@at basis; or

* It is part of a contract containing one or more edued derivatives, and IAS 39
Financial Instruments: Recognition and Measurenpenimits that the combined
contract as a whole (assets or liabilities) is giegied at fair value through profit
or loss.

Financial assets at fair value through profit aslare measured at fair value, together
with gains and losses recognised in profit or &=t gain or loss recognised in profit
or loss includes any dividends or interest obtaimedhe financial asset. Fair value is
determined as described in note 13.

As of December 31, 2009, the Company does not hayebalances of financial
assets held for trading.

Loans and receivables

The Company considers the following classes ofniedl assets and financial

liabilities as part of the loans and receivableashc and cash equivalents, trade
accounts receivables, loans, financing - Finameufieaturer, amounts receivable -

Finame Manufacturer onlending and other receivablesans and receivables are
financial assets and financial liabilities with éck or determinable payments, not
guoted in an active market. Loans and receivablesnseasured at amortized cost
using the effective interest method, less the alowe for impairment losses. Interest
income is recognized by applying the effective natethod, except for short-term

receivables when the recognition of interest wdnddmmaterial.

Impairment of financial assets

Financial assets, except those allocated at fdievéhrough profit or loss, are
evaluated by impairment indicators on the balarwsetdate. Financial assets are
impaired when there is evidence, as a result ofasrmeore events that occurred after
the initial recognition of the financial asset,tttfze estimated future cash flows of the
investment have been impacted.

An objective evidence of impairment may be:

» Significant financial difficulty of the issuer obbgor;

» Default or delinquency in interest or principal pagnts; or
* When it is probable that the borrower will entenkaptcy.

10



IndUstrias Romi S.A. and Subsidiaries

2.4.

For certain categories of financial assets suchrade accounts receivable and
amounts receivable - Finame manufacturer onlendamg.allowance for doubtful

accounts is calculated based on credit risk arsglyshich includes loss history,

individual situation of customers, situation of therporate group to which they
belong, real guarantees for debts and the assessihéne legal counsel, and is
considered sufficient to cover possible lossesmoumts receivable.

For financial assets recognized at amortized cospairment is the difference
between the asset’'s carrying amount and the presdme¢ of the estimated future
cash flows, discounted at the original effectivieiast rate of the financial asset.

The carrying amount of the financial asset is diyeeduced by the impairment loss

for all the financial assets, except for accourteivable, whose carrying amount is
reduced through the use of an allowance. Whende tnate receivable is considered
uncollectible, it is written-off against the allom@e for doubtful accounts. Subsequent
recoveries of amounts previously written off aredited against the allowance

account. Changes in the carrying amount of thenallece account are recognized in
profit or loss.

For financial assets included in the loans andivabées category, if in a subsequent
period the amount of impairment losses decreassh@ndecrease can be objectively
related to an event occurred after the impairmecbgnition, impairment losses
previously recognized are reversed through prafibss limited to what would have
been the amortized cost if the impairment had renlrecognized.

Derecognition of financial assets

The Company derecognizes a financial asset onlynwie contractual rights to the

cash flows from the asset expire; or it transflesfinancial asset and substantially all
the risks and rewards of ownership of the assetnmher entity. If the Company

neither transfers nor retains substantially all isks and rewards of ownership and
continues to control the transferred asset, theierecognizes its retained interest in
the asset and an associated liability for amoumsay have to pay. If the Company

retains substantially all the risks and rewardswhership of a transferred financial

asset, the Company continues to recognize thediahasset and also recognizes a
collateralized borrowing for the proceeds received.

Financial liabilities and equity instrumergsued by the Company

Classification as debt or equity instruments

Debt and equity instruments are classified as @r@nliabilities or equity in
accordance with the substance of the contractuahgement.

Equity instruments

An equity instrument is any contract that evidereessidual interest in the assets of
an entity after deducting all of its liabilities.q&ty instruments issued by the
Company are recorded at the proceeds receivedf deect issue costs.

11



IndUstrias Romi S.A. and Subsidiaries

Financial guarantee contracts

Financial guarantee contracts are initially recegdi at fair value and are
subsequently measured at the greater of:

» The amount of the obligation under the contractjetsrmined in accordance with
IAS 37 Provisions, Contingent Liabilities and Cogient Assets; and

* The amount initially recognized less, where appedpr cumulative amortization
recognized in accordance with the revenue recagngolicies.

Financial liabilities

Financial liabilities are classified at fair valdlerough profit or loss or as other
financial liabilities.

Financial liabilities at fair value recognized thoh profit or loss

Financial liabilities are classified at fair valtl@ough profit or loss when liabilities
are held for trading or designated at fair valueulgh profit or loss.

A financial liability is classified as held for ttmg if it is:

* Incurred principally for the purpose of repurchgsinin the near term;Part of a
portfolio of identified financial instruments thare managed together and for
which there is evidence of a recent actual pattevh short-term
profit-taking; or

* A derivative that it is not a designated and effechedging instrument.Financial
liabilities that are not held for trading can beideated at fair value through profit or
loss upon initial recognition when:

* This designation eliminates or significantly redsi@n inconsistency that might
arise upon measurement or recognition;

* The financial liability is part of a managed groaipfinancial assets or liabilities,
or both, and whose performance is measured baséd fair value, according to
the Company’s documented risk management or inesdtnstrategy, and
information about that group of assets is provigheernally on that basis; or

* Itis part of a contract containing one or more edd®d derivatives, and IAS 39,
Financial Instruments: Recognition and Measuremagmits that the combined
contract as a whole (assets or liabilities) is giegtied at fair value through profit
or loss.

Financial liabilities at fair value through profir loss are measured at fair value,
together with gains and losses recognized in prafitloss. Net gains or losses
recognized in profit or loss comprise any intengaid on financial liabilities. Fair
value is determined as described in note 13.

12



IndUstrias Romi S.A. and Subsidiaries

2.5.

2.6.

2.7.

Other financial liabilities

Other financial liabilities, including loans, amtially measured at fair value, net of
transaction costs. Other financial liabilities augbsequently measured at amortized
cost using the effective interest method, with nesé expense recognized on an
effective yield basis. The effective interest methe a method of calculating the
amortized cost of a financial liability and of alfting interest expense over the
relevant period. The effective interest rate isrdite that exactly discounts estimated
future cash payments through the expected lifeheffinancial liability or, where
appropriate, a shorter period.

The Company derecognizes financial liabilities whemd only when, the Company’s
obligations are discharged, cancelled or they expir

Inventories

Inventories are stated at the lower of net realeablue (estimated sale value in the
normal course of business minus estimated cosalej ind average production or
acquisition costProvisions for slow-moving or obsolete inventorm® recorded
when considered necessary by Managemimt. Company determines the cost of its
inventory using the absorption method based upenvifighted average cost.

Property, plant and equipment

Property, plant and equipment are stated at histbdost monetarily adjusted when
applicable in accordance with IAS 29, less dept&riaexcept for land, which is not
depreciated, plus interest capitalized during teeopl of construction of the main
new units.

Depreciation is calculated under the straight-limethod, based upon the estimated
useful lives of the assets.

Subsequent costs are added to the residual valpepérty, plant and equipment or
recognized as a specific item, as appropriate, ibihe economic benefits associated
to these items are probable and the amounts caelibbly measured. The residual
balance of the replaced item is written off. Othepairs and maintenance are
recognized directly in income when incurred.

The residual value and useful life of the assets mviewed and adjusted, if
necessary, at the fiscal year end.

The residual value of property, plant and equipmientvritten off immediately
at their recoverable value when the residual balanceeds the recoverable value
(Note 2.9.).

Intangible assets

An intangible asset acquired in a business combimas identified and recognized
separately from goodwill, when it falls within tidefinition of an intangible asset and
its fair value can be reasonably measured. The c¢bghis intangible asset is
measured by its fair value as of the acquisitioie da

13



IndUstrias Romi S.A. and Subsidiaries

2.8.

2.9.

Subsequently to the initial recognition, the intéotey assets acquired as part of a
business combination is reported at cost less agleaded amortization and possible
losses resulting from the measurement of the reable@amount of assets.

Goodwill witn an undefined useful life is not amped, but impairment losses are
tested at least on an annual basis (see notelizb2v).

Adjustment to present value

The Company calculates the present value mainlyréate accounts receivable and
trade accounts payable. The effects of such cdlonlare recorded in the income
statement, under line item "financial expenses".

Components included in assets and liabilitiesjrayif'om long-term transactions, or

from short-term transactions when there is a naltefffect, are adjusted to present
value based on the current market-based discotmiagato the time value of money
and the risks of liabilities and expectations o$ets on their original dates. The
discount rate used was approximately 6.76% per rmapmhich is based on the

average rate published by the National Associatfdnvestment Banks (“ANBID”).

Provision for recovery of long-lived assets

Management reviews the carrying amount of longdiessets, principally property,

plant and equipment to be held and used in the @agip operations, to determine
and assess possible impairment on a periodic basifenever events or changes in
circumstances indicate that the book value of aetas group of assets might not be
recovered.

Analyses are performed in order to identify circtamses that could require
evaluating long-lived assets and determine thenextiethis impairment loss. When it
is not possible to estimate the recoverable amainan individual asset, the
Company calculates the recoverable amount of the ganerating unit to which the
asset belongs.

The recoverable amounts correspond to the highdaiofalue less costs to sell or
value-in-use. Estimates future cash flows are distax to present value to determine
the value-in-use at the pre-tax discount rate ibidcts a current market assessment
rate of the time, cash value, and specific riskstli@ asset for which the cash flow
estimate was not adjusted.

If the carrying amount of an assets (or cash geéingranit) exceeds its recoverable
amount, the carrying amount is reduced to its recave amount. An impairment
loss is immediately recognized in the statementincbme, unless the asset is
recorded at the restated value, case in whichnipairment is treated as a decrease in
revaluation.

The recoverable amount can increase in the futeqgiring the reversal of the

impairment loss recognized in the past. When gmaiment loss is subsequently
reversed, the carrying amount of the asset (or gaskrating unit) is increase to the
revised estimate of its recoverable amount, b imay that it does not exceed the
carrying amount that would have been determinegbifimpairment loss had been
recognized for the asset (or cash generating unpyior years. The reversal of the
impairment loss is immediately recognized in treesnhent of income.
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2.10.

2.11.

2.12.

Investments

The Company fully consolidated the financial sta#ata of all its subsidiaries. There
is control when the Company holds, directly or iedily, most of the voting rights at
the Shareholders' Meeting or has the power to haterthe financial and operational
policies, to obtain benefits from its activities.

Third parties’ interest in subsidiaries’ sharehodtieequity and net income is
separately presented in the consolidated balaneet nd statement of income,
respectively, under the caption “Minority interest”

Whenever required, adjustments are made to thedsass’ financial statements to
conform the respective accounting practices tdERS applied by the Company.

Business Combination

Investment in ownership interest is recorded inaritial statements under the
purchase method. The cost corresponds to the dotalr values, on the exchange
date, of the asset granted, of the liability inedrror assumed and of equity
investments issued by the acquirer. Cost is eveduat the acquisition date. A
possible minority interest in the acquiree is pnésé in the minority proportion of
net fair value of identifiable assets, liabilitiesd contingent liabilities of the
acquiree.

Goodwill generated in the acquisition is recordsdif®e business combination cost
which exceeds the acquirer participation in net falue of identifiable assets,
liabilities and contingent liabilities acquired.

Goodwill and other intangible assets with undefinseful lives are not amortized,
but the recoverable value loss is tested at laast a year (see nota 2.12. below).

In case the interest of the acquirer in the netvialue of identifiable assets, liabilities
and contingent liabilities acquired is higher thiwe cost, this excess (previously
known as negative goodwill) is recorded as an imatedyain in income for the year.

Goodwill

Goodwill represents the excess of acquisition anatr the net fair value of a
subsidiary's, jointly-owned subsidiary’s or affikés identifiable assets, liabilities and
contingent liabilities on the acquisition dateconformity with IFRS 3. As a result of
the exception provided for in IFRS 1, the Compapglied IFRS 3 provisions only to
acquisitions made after January 1, 2006 (dateaofttion to IFRS). Before this date,
goodwill recorded represented the value computegicaordance with the Brazilian
accounting standards on acquisition date.

Goodwill of subsidiaries is recognized as an assad included in line item
“Goodwill”. Goodwill is not amortized and is annljaltested for impairment or
whenever there are indications of loss of equitju&a Any impairment loss is
immediately recognized in the statement of incomethe period, and cannot be
subsequently derecognized.
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2.13.

On the disposal of a subsidiary, jointly-owned sdibsy or affiliate, the related
goodwill is included in the determination of thargar loss on disposal.

Goodwill is initially recognized as an asset attogdue and later calculated by the
cost value less accumulated losses in recoveralhle yimpairment).

For recovery test (impariment) purposes, goodwilappropriated to each of the the
cash generating units which benefit from combimat®nergies. Cash generating
units to which goodwill was appropriated are subjecimpairment tests every year
or more frequently when there is an indication tiii@t unit may be impaired. If the

recoverable value of the cash generating unitvieiathat the carrying amount of the
unit, impairment losses are firstly appropriateddduce the carrying amount of any
goodwill appropriated to the unit and later to othssets of the unit, on a pro rata
basis, based on the carrying amount of each ofastsets. Impairment losses
recognized in the goodwill are not reversed interlperiod.

Taxation

2.13.1. Current taxes

Taxes payable are based on taxable income for ¢he. faxable income
differs from the net income recorded in the stat@nwd income because it
excludes income or expenses taxable or deductibi¢hier years, in addition
to excluding items which are never taxable or d&dlec The liability for
current tax is computed based on rates which wieetie on the balance
sheet date.

2.13.2. Deferred taxes

Deferred taxes are recognized on the differencesdasm carrying amounts of
assets and liabilities in the financial statemed in the corresponding tax
bases used for the calculation of taxable incontk aae recorded under the
liability method in the balance sheet. Deferred liabilities are generally
recognized for all taxable temporary differenced deferred tax assets are
generally recognized for all deductible temporaiffecences when it is
probable that taxable income, against which thesgobrary differences may
be utilized, will be available. These assets aalilities are not recognized if
the temporary difference results from goodwill myrh the initial recognition
(provided that it is not a business combinationdtbier assets and liabilities in
a transactions which affect both taxable and adoogimcome.

Deferred tax liabilities are recognized for taxalémporary differences
associated to investments in subsidiaries, excephwhe Company is able to
control the reversal of temporary differences armnvit is probable that this
reversal will not occur in a foreseeable futurefdded tax assets arising from
deductible temporary differences related to thesestments will only be

recognized when it is probable that there will bsufficient taxable income

against which temporary difference benefits mayubkzed and when its

reversal in a foreseeable future is probable.
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The carrying amounts of deferred tax assets arewed at each balance
sheet date and deducted when it is no longer pteba#t taxable income will
be available to permit that the whole asset, orgfat, be recoverable.

Deferred tax assets and liabilities are measuretheatrates applied in the

period in which the liability was settled or thesessrealized, based on rates
(and tax legislation) prevailing at the balanceethdate. Measurement of
deferred tax assets and liabilities reflects tdgat$ arising from the manner

in which the Company expects to recover or seigectirrying amounts of its

assets and liabilities on the date of disclosure.

Deferred tax assets and liabilities are offset wiene is a legally exercisable
right to offset the current tax asset against tneent tax liability and when
they are related to the income tax levied by thmeséax authority and the
Company intends to settle the net value of itsenirtax assets and liabilities.

2.13.3. Current and deferred taxes for the year

Current and deferred taxes are recognized as expengevenue in the
statement of income, except when they are relatéers credited or charged
directly to capital, in which case taxes are alsgognized directly in
shareholders' equity, or when they arise from thigal recognition of a
business combination. In case of business combmstithe tax effect is
recorded through the calculation of goodwill or tlegermination of an excess
in the acquirer’s interest in the net fair valueiddntifiable assets, liabilities
and contingent liabilities of the acquiree over bisiness combination cost.

2.14. Employee benefits

The Company has several employee benefit plandudimg pension, healthcare,
dental care and profit sharing plans. The main Pplgranted to the Company’s
employees are described in notes 14 and 21.

The post-employment pension plan is characterizseal@efined contribution plan, for
which the Company has no legal obligations in ¢aseplan does not have sufficient
assets to pay the benefits obtained by the empdogieea result of past services, as
explained in IAS 19Employee Benefits

Contributions to defined contribution pension plans recognized as expenses when
actually incurred, i.e, when the services of thenfany’s employees are provided.

2.15. Other current and noncurrent assets anditiedi

They are recorded at realizable amounts (assedisaitaknown or estimated amounts
plus accrued charges and inflation adjustmentsiiadyliabilities), when applicable.

2.16. Distribution of dividends and interest onitap

Recognized as liabilities when dividends are appdovy the Company’s
shareholders. The Company’s by-laws sets forthdhd¢ast 25% of net income for
the year calculated in accordance with Braziliarpooate law and with accounting
practices adopted in Brazil shall be distributed dagdends. At year end, the
Company accrues the minimum dividends not paidndutthe year up to the limit of
the mandatory minimum dividend described above.
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2.17.

2.18.

Interest on capital was considered as paymentvafehds since such interest has the
feature of a dividend for financial statement prnéggon purposes. The amount of
interest on capital was calculated as a percembdgbe Company’s shareholders’
equity, using the long-term interest rate (TJLP3$tablished by the Brazilian
government and, as required by law, was limite®@®o of the net income for the
year or of the balance of retained earnings bafetancome for the year, whichever
is higher. In addition, as permitted by Law 9249/9@thholding income tax
calculated at the rate of 15% due on payment orremording of the related
compensation was considered as deductible for idampurposes.

Recognition of sales revenue

Revenue is calculated at the fair value of consimn received or receivable.
Revenue is reduced by indirect sales taxes, custenens, rebates and other similar
allowances.

Sales revenue is recognized when all of the fobhgwionditions are met:

» The Company transferred to the buyer significagksiand benefits related to
product ownership;

 The Company does not retain continuing manageamadlvement to the degree
usually associated with ownership nor or effectiwatrol over the goods;

* Revenue can be measured reliably;

* It is probable that economic benefits associateti thie transaction will floe to
the entity;

» Costs incurred or to be incurred in respect of tla@saction can be measured
reliably.

Freight on sales is recorded as selling expenses.
Provisions

Provisions are recognized when an entity has aeptesbligation (legal or
constructive) as a result of a past event, wittbabte outflow of resources, and the
amount of the obligation can be reliably estimated.

The amount recognized as a provision is the béisha&s of the settlement amount at
the end of the reporting period, considering tis&siand uncertainties related to the
obligation. When the provision is measured basetherestimated cash flow to settle
the current obligation, its value is determinedngsihe present value of these cash
flows.

When the economic benefit required to settle a ipi@v is expected to be received
from third parties, this amount receivable is releakr as an asset, when
reimbursement is virtually certain.

Warranties

Accrued warranty costs are recognized on the ddtethe sale, based on

Management’s best estimate of the costs to be neduior the settlement of the
Company’s obligation.
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2.19.

2.20.

Application of judgment and critical accougtipolicies when preparing Financial
Statements

Critical accounting policies are those that (a) ianportant to the portrayal of the
Company’s financial condition and results and (bjjuire management’s most
difficult, subjective or complex judgments, oftes a result of the need to make
estimates about the effect of matters that areramtly uncertain. As the number of
variables and assumptions affecting the possililerduresolution of the uncertainties
increases, those judgments become even more subjeetd complex. In the
preparation of the Consolidated Financial Statemetiite Company has relied on
variables and assumptions derived from historicgdegience and various other
factors that it deems reasonable and relevant. Evbese estimates and assumptions
are revised by the Company in the normal coursbusiness, the portrayal of its
financial condition and results often requires tlee of judgments as regards the
effects of matters inherently uncertain on the yoagr amount of its assets and
liabilities. Actual results may differ from estinest based on different variables,
assumptions or conditions. In order to provide adeustanding of how the Company
forms its judgments about future events, includihg variables and assumptions
underlying the estimates, comments have been iedlubat relate to each critical
accounting policy described below:

a) Deferred income tax

The liability method of accounting for income taxgesused for deferred income
taxes arising from temporary differences betweerbibok and tax base of assets
and liabilities and for tax loss carryforwards. Breéd income tax assets and
liabilities are calculated using tax rates applieab taxable income in the years
in which those temporary differences are expeateoetrealized. Future taxable
income may be higher or lower than estimates mduenvdetermining whether
it is necessary to record a tax asset and the anwoiwe recorded.

b) Useful lives of long-lived assets

The Company recognizes depreciation of its longdiassets based on estimated
useful lives, which are based on industry practiaed prior experience and
reflect economic lives of long-lived assets. Nelvelgss, actual useful lives can
vary based on technological update of each ungflldives of long-lived assets
also affect impairment tests of those long-livesess, when required.

Changes in accounting practices and dis@ssur
(a) Adoption of new and amended IFRSs and IFRt€rpretations

The following new pronouncements, amendments @rpnétations, mandatory
for the first time for the year or period beginning January 1, 2009, were
adopted by the Company.

* |AS 1 (as revised) “Presentation of Financial Stegetss” - The revised
standard prohibits the presentation of profit aodslitems (changes in
equity not attributed to the company's owners)hm statement of changes
in equity; these items should be presented in otetersent of
comprehensive income or in two statements (a separeome statement
and a statement of comprehensive income).
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The Company elected to present a statement of admapsive income. The
consolidated financial statements for the year @mepared in conformity
with the revised disclosure requirements. The coatpee information was
reviewed to comply with the new disclosure requeets.

IFRS 7 *“Financial Instruments: Disclosures (amenahYie - The

amendement introduces the disclosure of the fduwevan distinct levels,
according to the hierarchy of the sources usedeterthine the fair value,
and enhances the disclosures about the liquidity. he adoption of the
amendment to IFRS 7 did not have impact on the Gowylp financial
instrument disclosures for the year ended Dece@bge2009.

IFRS 8 “Operating Segments” - The company mustlakscinformation to

enable users of financial statements to evaluatentiture and financial
effects of the business activities in which it eggm and the economic
environments in which it operates. The operatingnmsents presented are
consistent with the financial information and withe reports that are
evaluated by the chief operating decision makefeiciding how to allocate
resources and in assessing performance.

The adoption of the IFRS 8 did not result in changethe operating segments
reported in the past, in accordance with IAS 14.

The following new pronouncements, amendments oerpnetations, not
significant, or although not significant, for theof@pany at this moment, are
mandatory for the first time for annual periodsibegg on January 1, 2009:

Annual improvements to IFRS (May 2008);

IFRS 1 (amendment), “First-time Adoption of Inteiinaal Financial
Reporting Standards - Cost of investment on firaetadoption”;

IAS 32 (amendment), “Financial Instruments: Presm” and IAS 1,
“Presentation of Financial Statements” - Puttabiaricial instruments and
obligations arising on liquidation;

IFRS 2 (amendment), “Share-Based Payment: Vestimdj r@on-vesting
conditions”;

IAS 19 (amendment), “Employee Benefits: Curtailnseantd settlements”;
IAS 23 (as revised), “Borrowing Costs”;

IAS 27 (amendment), “Consolidated and SeparatenEiah Statements:
Removal of cost method definition”;

IAS 39 (amendment), “Financial Instruments: Rectgni and
Measurement” and IFRIC 9 (amendment), “Reassessmkefimbedded
Derivatives”,

IFRIC 13, “Customer Loyalty Programmes”;

IFRIC 15, “Agreements for the Construction of REatate”;

IFRIC 16, “Hedges of a Net Investment in a Forei@oeration”.
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(b) New and amended IFRS and IFRIC interpretateffesctive for annual periods
beginning on or after January 1, 2010.

The following new pronouncements, amendments erpnétations were issued,
but are not effective for annual periods beginnamgJanuary 1, 2009 and were
not early adopted by the Company:

* Annual improvements to IFRS (April 2009);

* |AS 24, “Related Party Disclosures”, effective farnual periods beginning
on January 1, 2011,

* 1AS 32 (amendment), “Classification of Rights Issyeffective for annual
periods beginning on February 1, 2010. This stahdarcurrently not
applicable to the Company;

* IFRS 1 (2008), “First-time Adoption of Internatidnginancial Reporting
Standards (restructuring of November 2008). Thamdard is currently not
applicable to the Company;

* IFRS 1 (amendment). ‘First-time Adoption’, effe&ifor annual periods
beginning on January 1, 2011. This standard iseatigr not applicable to
the Company;

* IFRS 2 (amendment), “Share-Based Payment: Groupt@asury share
transactions”. Effective for annual periods begmngnion or after July 1,
2009. This standard is currently not applicabléheoCompany;

* IFRS 3 (as revised), “Business Combinations” an® 127 (amendment),
“Consolidated and Separate Financial Statementsl aansequential
amendments to IFRS 7, “Financial Instruments: Dsates”, IAS 21, “The
Effects of Changes in Foreign Exhange Rates”, P&S “Investments in
Associates”, and IAS 31, “Interests in Joint Ver&lir IAS 34, “Interim
Financial Reporting” and IAS 39, “Financial Instrents: Recognition and
Measurement”, effective prospectively for businessbinations for which
the acquisition date is on or after the beginnimghe first annual period
beginning on or after July 1, 2009. The Company apply the IFRS 3 (as
revised) prospectively for business combinationrswibich the acquisition
date is on or after January 1, 2010;

 IFRS 9, “Financial Liabilities”, effective for anauperiods beginning on
January 1, 2013;

* IFRIC 14 (amendment) “Prepayment of a Minimum FagdRequirement”
effective for annual periods beginning on Januar3Qi1;

 |IFRIC 17, “Distributions of Non-Cash Assets to Owsie Effective for
annual periods beginning on or after July 1, 20D8is interpretation is
currently not applicable to the Company;

« |FRIC 18, “Transfers of Assets from Customers”. eefive for annual
periods beginning on or after July 1, 2009. Thienpretation is currently
not applicable to the Company.

* IFRIC 19, “Extinguishing Financial Liabilities”, ffctive for annual periods
beginning on July 1, 2010.
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In 2009, the Company decided to make a reclassditan the statement of cash
flows, to better reflect interest receivable andygide arising from FINAME
Manufacturer financing (see notes 7 and 12), whiodr to 2009 were presented on a
net basis, within "cash flows from financing adi®s", and started being presented in
a separate line item "Interest paid - Finame Mastufar financing”, within "cash
flows from financing activities," respectively. Alsinterest paid which was presented
within "cash flows from operating activities", redd to the other loans and financing
obtained by the Company, started being presentddnwicash flows from financing
activities". Accordingly, the changes presenteadWwelvere reflected in the financial
statements as of December 31, 2008:

Consolidated

Reported Reported Reclassification Reclassified
Net cash used in operating activities (66,178) 69,950 3,772
Net cash used in investing activities (131,938) - (131,938)
Net cash provided by financing activities 142,882 (69,950) 72,932
Decrease in cash and cash equival (55,234 - (55,234

3. CONSOLIDATED FINANCIAL STATEMENTS

The Company fully consolidated the financial stagata of all its subsidiaries. There is
control when the Company holds, directly or indigcmost of the voting rights at the

Shareholders' Meeting or has the power to deterthedinancial and operational policies,
to obtain benefits from its activities. The condmhsonsolidated financial statements
include the accounts of the Company and the foligveubsidiaries:

Subsidiary Country Main activity

Rominor - Comércio, Empreendimentos

e Participagdes S.A. (“Rominor”) Brazil Ventures auility interests in general
United States of Distribution of machine tools and cast and machined
Romi Machine Tools, Ltd. (“Romi Machine Tools") America products in North America
Interocean Com. Importadora e Exportadora S.A.
(“Interocean”) Brazil Trading company, not operating in the peripdssented
Romi A.L. S.A. (“Romi A.L.") (formerly Favel S.A.) UWrguay Sales representation for Latin America
Romi Europa GmbH (“Romi Europa”) Germany Technical assistance and support to dealers ingeuro

Asia, Africa, and Oceania

Romi Italia S.r.I ("Romi Italia") (b) Italy Development of projects, production and salesyitigion,
import and export of machinery and equipment fer th
processing of plastic raw materials

Subsidiaries of Romi Italia (*) (b):

Sandretto UK Ltd. United Kingdom  Distribution of machinery for plastics
and spare parts services

Sandretto Industries S.A.S. France
Metalmecanica Plast B.V. The Netherlands
Italprensas Sandretto S.A. Spain

(*) Romi ltalia, through its subsidiary at that 8mRomi Europa, acquired on July 24,
2008, from Sandretto Industrie S.r.l. ("Sandret&id"), interests in such subsidiaries
and the business complex comprising a set of agadtsights and two production units
in the region of Turim, Italy.
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The acquisition of interests from Sandretto Indesgenerated a gain of € 7,822,000

(equivalent to R$ 19,316 translated at the exchaatgeon the acquisition date) because the
amount paid was lower than the fair value estintdtéhe assets acquired and liabilities

assumed of the subsidiaries.

As of December 31, 2009, the Company has recordddrdine item “Other payables”, in

current liabilities, the remaining balance of €50200 (equivalent to R$ 5,638), related to
the purchase price, which will be paid in two semizal installments of € 1,125,000
(equivalent to R$ 2,819), with maturity of the ndrstallment in January 2010. This

balance is restated by the rate of 3% per annumestablished in the agreement.

The amounts related to net revenue and loss foyaaeof this subsidiary considered in the
consolidated income statement as of December 309 20rrespond to R$ 31,424 and
R$ 14,257, respectively.

The balances of the balance sheets as of Decemb&089 and 2008 and for the years
ended December 31, 2009 and 2008 are summarizex.bEhe financial information of the
subsidiaries Interocean, Romi Europa, Romi Machlim®ls and Romi A.L. are not
presented, because of the immateriality of theruals:

Romi Italia Rominor
12/31/09 12/31/08 12/31/09 12/31/08
*)
Assets:
Current assets 50,587 57,348 26,475 34,044
Noncurrent assets 15,885 20,317 6,300 6,461
Total assets 66,472 77,665 32,775 40,505
Liabilities:
Current liabilities 24,764 28,111 3,944 3,922
Noncurrent liabilities 7,139 26,741 - -
Shareholders’ equity 34,569 22,813 28,831 36,583

Total liabilities and shareholders’ equity 66,472 77,665 32,775 40,505

12/31/09 12/31/08 12/31/09 12/31/08

(*)
Net operating revenue 31,424 16,631 13,541 15,504
Gross profit 6,891 7,100 13,469 15,504
Income (loss) from operations (14,253) 8,046 15,825 15,316
Income (loss) before taxes (14,253) 8,046 15,825 15,316
Net income (los: (14,257 7,73€ 13,37« 12,78

(*) Amounts related to the period from July 24, 80@cquisition date) t®@ecember31,
2008.

Intercompany balances and transactions have bémmated in consolidation using the
following main procedures:

a) Elimination of intercompany balances;
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b) Elimination of intercompany inventory profits, wheraterial;

c) Elimination of the Company’s investments with thésidiaries’ capital, reserves and
retained earnings balances, and reclassificatiomegétive goodwill of the subsidiary
Rominor to liabilities;

d) Elimination of intercompany transactions;

e) Recording of minority interest in a separate captio the consolidated financial
statements.

4. RECONCILIATION BETWEEN IFRS AND BRGAAP

The Company filed the individual and consolidatédarficial statements, prepared in
conformity with Brazilian accounting practices (BR&P). In 2009, the Company opted
for the early adoption of the pronouncements issaedhe Accounting Pronouncements
Committee, the CPCs, for convergence with the IFRBich resulted in adjustments to
shareholders’ equity and net income for 2008. Reryear ended December 31, 2008, there
are no differences between adjusted shareholdguityeand adjusted net income under
BRGAAP and shareholders’ equity and net income uifelRS.

Below is the reconciliation between the main ddéfeces between IFRS and BRGAAP
which affected shareholders’ equity and net incéonéhe year ended December 31, 2009:

Reconciliation of shareholders’ equity - BRGAAP fses” IFRS

12/31/09
Shareholders’ equity under BRGAAP 682,875
Adjustments under IFRS:
Amortization of intangible asset, recorded foR8-purposes, arising from the
acquisition of JAC Industria Metallrgica LtdalAC”) (332)
Deferred taxes related to the amortization adngible asset above 113
Other differences (116)
Controlling interest 682,540
Noncontrolling interest 1,997
Shareholders' equity under IFRS 684,537
Reconciliation of net income - BRGAAP *versus” IFRS
12/31/09
Net income under BRGAAP 13,027
Adjustments under IFRS:
Amortization of intangible asset, recorded foR8-purposes, arising from the
acquisition of JAC Industria Metallrgica LtdalAC”) (332)
Deferred taxes related to the amortization aingible asset above 113
Net income under IFRS 12,808
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5. CASH AND CASH EQUIVALENTS AND SECURITIES HELD FORRADING

Cash and cash equivalents include cash, banks fotiterm, highly liquid investments
with original maturities of 90 days or less and lask of variation in market value.

12/31/0¢ 12/31/0¢

Casl 9,21¢ 15,63!
Bank certificaes of deposits (CDI 161,64- 75,89:
Shor-term investments backed by debent 53,59¢ 39,24
Treasury bills (LFT - 2,81¢
Othel 1,45¢ 1,63¢
Cash and cash equivalents 225,91 135,22«
Bank certificates of deposits (CC - 46,05:
Shor-term investments backed by debent - 7,66¢
Totalsecuritiecsheld for trading (k - 53,72.

(a) Short-term investments classified as cash and easlivalents are conducted with
prime financial institutions to minimize the credgk, policy adopted by the Company
for the management of these financial assets. Thasets have yield linked to
Interbank Certificates of Deposit (CDI). They coimsprcash, demand deposits and
short-term investments which can be redeemed wiBirdays from the investment
date.

(b) Short-term investments recorded as securitiesfoelilading are conducted with prime
financial institutions to minimize the credit riskplicy adopted by the Company to
manage these financial assets. These assets ledeliyked to the CDI and can be
reedemed after 90 days from the investment date.

6. TRADE ACCOUNTS RECEIVABLE
12/31/0¢ 12/31/0¢

Current asset

Domestic custome 57,72 38,16¢

Foreign custome 22,86¢ 44,07¢

Allowance for doubtful accour (4,656 (2,652
Total 75,93¢ 79,59:
Noncurrent assel

Domestic custome 3,44¢ 1,23:

Foreign custome 1,02( 2,465
Total 4,46¢ 3,70C

The Company’s maximum exposure to credit risk & bhlance of trande notes receivable
previously mentioned.

An allowance for doubtful accounts is recorded,eddasn an analysis of trade accounts
receivable, in an amount considered sufficient lgnkement to cover potential losses on
the realization of receivables, according to catetefined by Management, as follows:

(i) amounts up to R$ 5, past-due for more than d&gs; (i) amounts from R$ 6 to R$ 30

(without court-ordered collection) past-due for mdinan 360 days, and (iii) amounts over
R$ 30 (with court-ordered collection) past-due foore than 360 days. An allowance is

recognized for the full amount of past-due recdmsln all these cases.
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The Company has R$ 9,751 as of December 31, 20091®83 as of December 31, 2008)
in sale financing transactions with its customdrsthese transactions the Company is
jointly liable for the financing repayment. In thlevent of the customer’s default, the
Company is liable for the payment and the equipnpéadged to the financial institution is

transferred to the Company. The balance of tradeuwats receivable is presented net of
sale financing transactions.

The balance of trade accounts receivable from doenasstomers as of December 31, 2009
and 2008 is as follows:

12/31/0¢ 12/31/0¢

Current 48,330 22,294
Past-due:
1 to 30 days 5,415 8,097
31to 60 days 732 2,264
61 to 90 days 220 411
91 to 180 days 1,002 571
181 to 360 days 1,137 3,895
Over 360 days 886 636
Total past-due 9,392 15,874
Total trade accounts receivables 57,722 38,168

The balance of trade accounts receivable fromdoreustomers as of December 31, 2009
and 2008 is as follows:

12/31/09 12/31/08

Current 17,887 36,226
Past-due:
1 to 30 days 2,217 4,756
31to 60 days 1,187 424
61 to 90 days 95 664
91 to 180 days 421 1,173
181 to 360 days 256 482
Over 360 days 806 350
Total past-due 4,982 7,849
Total trade accounts receivable 22,869 44,075

The changes in the allowance for doubtful accoargsas follows:

Balance as of December 31, 2008 2,652
Receivables accrued in the year 2,152
Receivables definitively written off (148)
Balance as of December 31, 2009 4,656
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7.

ONLENDING OF FINAME MANUFACTURER FINANCING

12/31/09 12/31/08

Current assets:

FINAME falling due 291,063 279,968
FINAME awaiting release (a) 10,835 4,427
FINAME past-due (b) 40,257 22,497

342,155 306,892

Noncurrent assets:
FINAME awaiting releas @ 65,00¢ 26,56¢
FINAME falling due 412,728 452,807
477,737 479,371

Total 819,892 786,263

Onlending of Finame Manufacturer financing refersales to customers financed by funds
from the National Bank for Economic and Social Depenent (BNDES) through a credit
line named Finame Manufacturer financing (see N@je

FINAME Manufacturer financing refers to funds sgiieailly linked to sales transactions,

with terms of up to 60 months, option of up to 18nths grace period and the following

interest: (a) between 4% and 5.8% per annum, piog-ferm interest rate (TJLP); and

(b) 4.5% per annum, prefixed according to Circuifr of July 10, 2009, for transactions
carried out between July 27, 2009 and June 30,.ZM®financing terms established by the
BNDES are based on the customer's characterilicyds are released by the BNDES by
identifying the customer and the sale, and thdllfuént, by the customer, of the terms of
Circular 195, of July 28, 2006, issued by the BNDHEBough a financial agent, with the

formalization of a financing agreement in the namfiehe Company and consent of the
customer to be financed. The terms related to atspymeriods and charges of the
transaction are fully reflected in the amounts eoréceived by the Company from the bank
mediating the agreement to which the Company isldieor. The Company has title to the
financed equipment until the final settiment of tidigation by the customer.

Amounts receivable - onlending of FINAME Manufa&ufinancing are represented by:

(a) FINAME awaiting release: refers to FINAME Manufatu financing transactions
already fulfilling the specified terms and approvwdthe involved parties, including
the preparation of documentation, issuance of salesce, and delivery of equipment
to customer. The credit of the related funds to @mampany's account by the agent
bank was pending on the date of the financial stamgs, in view of the normal
operating terms of the agent bank.

(b) FINAME past-due: refers to amounts receivalie settled by the customer on the due
date, considering the dates of the financial statésn The Company did not record a
provision for possible loss on this balance, beeatidas title to the machines sold
(guarantee) and, therefore, believes that in tleateof an execution of this guarantee,
the amount would be sufficient to cover the totabant due by the customer.
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As of December 31, 2009 and December 31, 2008nttieidual and consolidated balances
of “Onlending of FINAME manufacturer financing” aas follows:

12/31/09 12/31/08

Current 301,898 284,395
Past-due:
1 to 30 days 5,122 5,536
31 to 60 days 3,335 2,941
61 to 90 day 2,77 2,33¢
91 to 180 days 7,634 4,249
181 to 360 days 14,452 3,815
Over 360 days 6,942 3,617
40,257 22,497
Total current 342,155 306,892
2010 - 121,679
2011 240,889 197,769
2012 150,529 109,575
2013 77,327 41,870
2014 thereafter 8,992 8,478
Total noncurrent 477,737 479,371
Total 819,892 786,263

8. INVENTORIES

12/31/09 12/31/08

Finished products 93,114 93,274
Work in process 79,444 92,996
Raw materials and components 69,542 91,336
Imports in transit 1,551 7,738
Total 243,651 285,344

Inventory balance is net of the amount of R$ 20,443 15,484 as of December 31, 2008)
of the provision for the realization of inventoriesslow-moving materials and components
with remote probability of being realized througtiesor use.

Changes in the allowance for inventory losses d&edadjustment to net realizable value,
Company and consolidated, are as follows:

Balance as of December 31, 2008 15,484
Inventories permanently written off (2,908)
Allowance recognized 8,985
Reversal (1,120)
Balance as of December 31, 2009 20,441
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9. RECOVERABLE TAXES

12/31/09 12/31/08

Current assets:

IRRF (withholding income tax) on temporary casveistments 991 1,303
IPI (federal VAT), PIS and COFINS (taxes on rawen 3,599 4,025
ICMS (state VAT) on property, plant and equipmiegins 4,032 5,545
PIS and COFINS on property, plant and equipntenis 5,450 4,978
Other 1,865 1,891
Total 15,93 17,74:
Noncurrent assets:
PIS and COFINS on property, plant and equipmtents 4,489 8,176
ICMS on property, plant and equipment items 8,00 6,006
Taxes on recoverable income of subsidiaries 28,6 4,063
Total 14,126 18,245

Recoverable taxes arise from business and finamamgactions carried out by the Company
and its subsidiaries and are realizable in the aboourse of operations.

Expected realization of noncurrent receivables aPecember 31, 2009, Company and
consolidated, is as follows:

2011 6,612
2012 4,700
2013 1,001
2014 605
2015 1,208
Total 14,126
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10. PROPERTY, PLANT AND EQUIPMENT

Cost of gross property,plant ¢

equipament Land
Balance as of January 1, 2 24,857
Additions 46
Acquisition of subsidiarie 3,38(
Sale (91)
Transfer -
Exchange rate chanc 562
Balances as of December 31, 2 28,75¢
Additions 1
Sale: (402,
Transfer 737
Exchange rate chang (536,
Balances as of December 31, 2 28,55¢

Accumulated depreciatit

Balance as of January 1, 2 -
Depreciatio -
Sale: -
Acquisition of subsidiarie -
Transfer -
Balances as of December 31, 2 -

Depreciatio -
Sale -
Transfer -
Exchange rate chang -
Balances as of December 31, 9 -

Property, plant and equipment,

Balance as of January 1, 2 24,85'
Balance as of December 31, 2 28,75¢
Balance as of December 31, 2 28,55¢

Buildings
and yards

59,03
2
8,25¢

25,66¢
2,57¢
95,531

85

(251
80,52

(2,535
173,36;

24,33

2,01
(925

172

59

25,65t

4,74
(34)
2
(160,
30,21

34,69¢
69,88:
143,15

a) Changes in consolidated property, plant and equipie as follows:

Machinery
and equipment

142,84;
13,81(
4,771
(969
1,86(
1,421
163,73!

10,20¢
(7,483
28,82
(1,358
193,921

81,18t
10,762

2,29¢
707
94,95:

12,22
(6,148
10(

(723
100,40!

61,65¢
68,78:
93,52!

Furniture Information  Constructin
and fixtures Vehicles technology in progress Advances
7,761 1,982 11,94« 1,652 29t
484 634 5,68¢ 99,17¢ 3,49:
51¢ 921 932 90C -
(129 (443 (524, (249, -
334 - - (27,859 -
194 30z 417 - -
9,15¢ 3,39¢ 18,45¢ 73,62: 3,781
104 494 2,62¢ 39,29¢ (398
(452, (468, (447, (1,611 -
9 13€ 79 (110,186 -
(194, (285, (431, - -
8,62¢ 3,27: 20,28¢ 1,12¢ 3,38¢
4,957 1,41F 8,81¢ - -
42¢ 33( 1,642 - -
(106, (344, 474, - -
48(C 87t 684 - -
177 31z 31€ - -
5,921 2,58¢ 10,98: - -
274 21 2,35: - -
(156 (342, (386, - -
- 23 - - -
179 (206, (338, - -
5,86¢ 2,08¢ 12,61: - -
2,81( 567 3,13( 1,652 29t
3,23: 80¢ 7,47: 73,62: 3,781
2,76( 1,18¢ 7,67¢ 1,12¢ 3,38¢

Total

250,36t
123,33;
19,671
(2,405

5,47¢
396,44¢

52,42(

(11,114
128
(5,339
432,53t

120,70(
15,17
(1,849
4,50¢
1,571
140,10¢

19,61¢
(7,066
128
(1,606
151,17

129,66t
256,34(
281,36:
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In view of the financing agreements with the BND#®8 investment in property, plant and equipmengpragimately R$ 80,710 as of
December 31, 2009 (R$ 60,959 as of December 3B)2ff(roperty, plant and equipment items is pledge collateral. These items are
fully represented by machinery and equipment.

In the year ended December 31, 2009, the Compapitatized financial charges in the amount of R#8,{R$ 2,346 as of December 31,
2008), appropriated to “Construction in progress”.

b

~

Depreciation rates
The Company depreciates property, plant and equipiteans under the straight-line method using tileWwing depreciation rates:
Depreciatior

rate (%

Buildings 4
Machinery and equipme 4t010
Furniture and fixture 1C
Information technolog 2C
Vehicles 2C
Yards 1C
Current Noncurrente Amortization 2009
12/31/09 12/31/08 12/31/09 12/31/08 Maturity of principal Financial charges Guaranteess
Working capital - foreing currency:
Export financing - US$ 1,192 6,197 - 5,842  02/11//2010 Semiannual 0.8% LEBBOR + exchange variation Promissory notedsur
Export financing - R$ 320 - 58,260 - 08/15/2012  Single installment 4.5% p.a. Promissory note
Property, plant and equipment- local currency 12,983 10,185 136,581 54,909  11/15/2017 Monthly Interest of 1.36 to 2% p.a. + TILP Financed machines and mortgage
on properties and land
FINAME sundry - local currency 5,672 4,769 11,033 7,189  02/17/2014 Monthly Interest of 1.3% p.a. + TILP to 12.5% p.a., paid  Financed machinery/surety
monthly with amortization of principal Ipromissory note
Refinanced drafts - local currency 2,829 2,128 66 9 2,013 06/15/2012 Monthly LIBOR + 1% of spread stomer pledge agreement
Romi Machine Tools - working capital - US$ 46 65 72 158  06/30/2012 Semiannaul Interest of 6.34%39% p.a. + exhange variation Promissory notefg
JAC - Finame R$ - 245 - 588  05/17/2012 Monthly Interest of 1.3% to 12.5% p.a. + TILP,paid monthly Financed machinery
together with amortization of principal
Romi Italia (Sandretto UK Ltd.) - working capitalSterling pound 2,496 4,923 211 258 11/30/2012 Monthly Interest of 1.65% p.a. + LIBOR Property, plant and equipment
Total 25538 28503 207123  70.957
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The Company pledged as collateral for the financasgof December 31, 2009, machinery
and equipment in the amount of R$ 80,710 (R$ 60,85%f December 31, 2008), as
mentioned in note 10.

The maturities of the financing recorded in noneatrliabilities as of December 31, 2009
are as follows:

2011 21,427
201z 91,20z
2012 31,341
201« 23,36¢€
2015and thereafte 3¢,787
Total 207,12¢

On April 13, 2009, the Company entered into a fewag agreement with the BNDES,
totaling R$ 25,500, of which approximately R$ 1&7&ad been released up to
December 31, 2009, recorded under line item “Ptgpgrlant and equipment - local
currency”. The financing will be paid in 60 monthdynd consecutive installments, the first
of which payable in May 2011. The Company has 1&th® from the agreement signing
date to request the remaining amount. Interestuch financing is 1.36% over TJLP. The
Company is required to comply with the financiatiioa described below, which will be
calculated annually based on the financial statésnandited by independent auditors.
Otherwise, it shall offer guarantees equivalent36% of the balance owed to the BNDES.
The ratios to be complied with are: (a) capital@atratio, in which the division of the
consolidated shareholders' equity by the cons@dlabtal assets should be equal to or
higher than 0.35; and (b) profit sharing ratio, vilmich the division of the dividends,
summed up to interest on capital, by the consduiatet income should be equal to or
lower than 0.40. As of December 31, 2009, the Caompeas compliant with such financial
ratios.

On November 12, 2009, the Company entered intoamdiing agreement with the BNDES,
totaling R$ 82,549, of which R$ 75,000 had beemastd up to December 31, 2009,
recorded under line item “Property, plant and emq@pt - local currency”. The Company
has 18 months from the agreement signing date qoest the remaining amount. The
financing will be paid in 72 monthly and consecatimstallments, the first of which payable
in December 2011. Interest on such financing i§% ®er annum over TJLP. The financing
is guaranteed by mortgage on the Company's prepedind equipment installed therein.
The Company is required to comply with the follogiifinancial ratios: (a) capitalization
ratio, in which the division of the consolidatedstholders' equity by the consolidated total
assets should be equal to or lower than 0.35; &hgrfit sharing ratio, in which the
division of the dividends, summed up to interestapital, by the consolidated net income
should be equal to or lower than 0.40. As of Decam®l, 2009, the Company was
compliant with such financial ratios.

On July 16, 2009, the Company entered into a fimgnagreement with the BNDES, under
the BNDES Investment Support Program (BNDES P&lated to an export contract. The
total amount of the financing is R$ 58,260, fuljlaased to the Company in October 2009,
recorded under line item "Export financing - R$heTfinancing will be paid in a single
installment on October 15, 2012. The Company cositgelf to exporting, until the
agreement settlement date, the equivalent to USPBMO0. Interest on such financing is
prefixed at 4.5% per annum. The financing is cellalized by a promissory note signed by
the Company.
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12.

13.

FINANCING - FINAME MANUFACTURER
12/31/0¢ 12/31/0¢

Curren:

FINAME Manufacturel 28439C 27(,02¢
Noncurren:

FINAME Manufacturel 405,967 45Z532:

The agreements related to FINAME Manufacturer fowegy are guaranteed by promissory
notes and surety, and the main guarantor is theidiaby Rominor. The balances are
directly related to the balances of the line itedmbunts receivable - onlending of
FINAME Manufacturer financing” (see Note 7), coreiithg that the financing are directly
linked to sales to specific customers. Contractaeseins related to amounts, charges and
periods financed under the program are fully passedo the financed customers, and
monthly receipts from the line item “Amounts readle - onlending of FINAME
Manufacturer financing” are fully used for amortipa of the related financing agreements.
The Company, therefore, acts an an agent bankhéfirnancing, but remains as the main
debtor of this transaction.

The FINAME Manufacturer financing obtained and ailsen to customers have terms of
up to 60 months, with option of up to 12 monthscgrperiod and the following interest: (a)
between 4% and 5.8% per annum, plus TJLP; and.$8) $er annum prefixed according to
Circular 79, of July 10, 2009, for transactionsrieat out between July 27, 2009 and June
30, 2010. Such financing terms are establishedhbyBNDES, based on the customer's
characteristics. The balances of the line item AMNE Manufacturer financing” and,
consequently, of line items “Amounts receivable INKAME Manufacturer financing”
(Note 7) as of December 31, 2009 and 2008, wereetadty restated through the
financial statement closing date. The differenceR§f129,535 as of December 31, 2009
(R$ 62,912 as of December 31, 2008) between theda@des refers to past-due trade notes,
renegotiations in progress, and FINAME transactinos yet released by the agent bank.
Management understands that there are no riskesabtation of these receivables, since the
amounts are collateralized by the machinery sold.

The maturities of FINAME Manufaturer financing reded in noncurrent liabilities as of
December 31, 2009 are as follows:

2011 231,48¢
201z 125,15¢
201z 4C,92¢
201« 4,38¢
201¢ 17
Total 405,961

FINANCIAL INSTRUMENTS
c) General considerations

The Company enters into transactions with finanamskruments whose risks are
managed by means of financial position strategres exposure limit controls. All
financial instruments are recorded in the accogrnbmoks and consist mainly of:

 Cash and cash equivalents and short-term invessmestognized at amortized

cost plus income earned through the balance slaet which approximate their
fair values, presented in note 5;
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d)

* Trade accounts receivable: commented and presentedes 6 and 7;
* Loans and financing: commented and presented sl and 12.

The Company believes that the other financial uretints, such as payables to related
parties for the acquisition of subsidiaries, whate recognized in the consolidated
financial statements at their carrying amounts, suestantially similar to those that
would be obtained if they were traded in the mark&iwever, because there is no
active market for these instruments, differenceslcc@xist if they were settled in
advance.

Risk factors that could affect the Company’s bussne

Price risk:this risk is related to the possibility of pridedtuations of products sold by

the Company or raw materials and other inputs usetle production process. Sales
revenues and the cost of sales affected by chaingd® international prices of its

products or raw materials may change. In order tmimize this risk, the Company

constantly monitors price fluctuations in the dotizeand international markets.

Interest rate riskithis risk arises from the possibility of losses @ains) due to
fluctuations in interest rates applicable to theet&investments and liabilities of the
Company. In order to minimize possible impacts ltegy from interest rate
fluctuations, the Company has alternated betwee fiates and variable rates, such as
Libor and the interbank deposit rate (CDI) and periotlia&negotiated their contracts
to adjust them to the market.

Exchange rate riskhis risk arises from the possibility of fluctuats in exchange rates
affecting financial expenses or income and theilliglor asset balance of contracts
denominated in a foreign currency. In additionrealé receivables arising from exports
from Brazil and investments abroad, which form @urel hedge against currency
fluctuations, the Company assesses its exchangesesg

The Company has financial instruments indexed ® W8 dollar and the euro.

Instruments exposed to exchange rate changes areseated by trade notes
receivable, import and export financing, trade aots payable and loan agreements
with subsidiaries located in the United States Enrbpe.

Credit risk:this risk arises from the possibility of the Compand its subsidiaries not
receiving amounts arising from sales or investmaattsfinancial institutions. To
mitigate this risk, the Company and its subsidgedopt the procedure of analyzing in
detail the financial position of their customerstablishing a credit limit and constantly
monitoring their balances. In addition, for allrisactions of Finame Manufacturer a
collateral is required from customers.

Short-term investments are made solely in primarfomal institutions with low credit
risk. Additionally, each financial institution has maximum investment limit and
balance, determined by the Company’s management.

Risk related to FINAME manufacturer financing tracisons: Liabilities related to
FINAME manufacturer financing transactions are Ileackby the balances of
“Onlending of FINAME manufacturer financing”. Innuy the equipment related to
these receivables is sold with retention of tityetbe Company to reduce the risk of
loss.
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Capital management rislarises from the Company’s option to adopt a fimamc
structure for its operations. The Company manaigesquity structure, which consists
of a ratio between financial debts and equity (shalders' equity, retained earnings
and profit reserves), based on internal policiesl@anchmarks.

Risks associated with short-term investmeitise Company’s financial investments
are basically those backed by CDBs, linked to tHel, maintained with prime
financial institutions and with high liquidity andarket circulation.

Foreign currency sensitivity analysis:

Exchange rate fluctuations may have positive oreesty effects arising from the
increase or decrease in trade accounts payablepjiers of imported materials, in
trade accounts receivable from export customersl Bn loans and financing,
denominated in foreign currency, in particular tHe dollar.

As of December 31, 2009, the balances denominatéateign currency were subject
to exchange rate changes. We estimate that a teenp@ppreciation or depreciation in
the exchange rate in relation to the local curremould have resulted in an expense or
income of R$ 817. As of December 31, 2008, basedhensame assumption, a ten
percent appreciation or depreciation in the exchargje in relation to the local
currency would have resulted in an income or exp@fisk$ 405.

Interest rate sensitivity analysis:

Income from short-term investments and financialpesses arising from the
Company’s loans and financing are impacted by @sterate variations, such as TJLP
and CDI.

As of December 31, 2009, an estimated ten peroergase or decrease in interest rates
would increase or decrease financial income by 8% BR$ 1,667 as of December 31,
2008). This amount was calculated considering tiygact of hypothetical increases or
decreases in interest rates on outstanding shomtieestments and financing.

As the FINAME manufacturer financing is special®yated to sales transactions (Trade
accounts receivable - FINAME manufacturer finangidge to us, but whose interest
rates, according to the rules of FINAME manufaatdireancing, must be transferred to
our customers, we understand that there is nodiahmpact on income arising from
fluctuations in this financing interest rate.

e) Financial instruments per category

The mainly financial assets and liabilities arevshllow:

Financialasset 12/31/0¢ 12/31/0¢
Fair value
Trading securitie - 53,72:
Loans and receivable
Cash and cash eivalents and shc-term investmen 225,91. 135,22
Trade accounts receivak 75,93t 79,59
Onlending of FINAME manufacturer financi 342,15' 306,89
Trade accounts receival- norcurren 4,46¢ 3,70(
Onlending FINAME manufacturer financin- norcurren 477,73 479,37.
Escrow deposi 17,99¢ 13,80:
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Financial liabilitie: 12/31/0¢ 12/31/0¢

Other liabilities:
Financing 25,53¢ 28,501
FINAME manufacturer financir 284,39( 270,02t
Trade accounts payal 32,92¢  31,13¢
Othel payable 12,62( 15,16(
Financing- norcurren 207,12. 70,95’
FINAME manufacturer financin- norcurren 405,96 453,32
Other payable- norcurren 2,93t 9,62¢

14. PAYROLL AND RELATED CHARGES
12/31/0¢ 12/31/0¢

Salarie: 3,78¢ 4,20«
Accruec vacation, 1" salary and related charg 10,58t 8,86:
Payroll charge 6,92¢ 7,76z
Provision for profit sharini 1,10¢ 13,01¢
Total 22,40  33,84!

Employee profit sharing was recorded in the statgmef income for period ended
December 31, 2009 and 2008, under the captionst ‘@bsales and services”, “selling
expenses”, and “general and administrative expénaesording to the cost center of each

employee.
15. TAXES PAYABLE
12/31/09 12/31/08

Current:
COFINS (tax on revenue) 3,234 1,600
PIS (tax on revenue) 702 349
ICMS (state VAT) 3,483 1,953
Income and social contribution taxes on net ineom 1,799 2,424
Other taxes 1,041 1,031
Total 10,259 7,357

Non current:
Others 3,642 3,578

The balance of taxes payable recorded in noncutiantities as of December 31, 2009
matures as follows:

2011
2012
2013
2014
2015 and thereafter
Total

1,241

952
648
737

64

3.642
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16. RESERVE FOR CONTINGENCIES

The Company’s and subsidiaries’ management, aloily thie legal counsel, classified
lawsuits according to the risk of an unfavorablécome, as specified below:

Classifications of lawsuit-
amounts as of December 31, 2 Recognized reser
Remoti Possibl Probable 12/31/0¢ 12/31/0¢

Tax 382 3,781 18,57: 18,57: 14,15:
Civil 1,65¢ 1,60¢ 312 312 28t
Laboi 4.77¢ 571 2,28¢ 2,28¢ 1,73¢
Total 6,81°F 5,95¢ 21,16¢ 21,16¢ 16,17«
Current balanc - - - 84¢ 29¢
Noncurrent balanc - - - 20,32 15,87¢

The subsidiaries are not parties to any ongoingsuéwand have no contingencies that
should be considered, according to Managementeggad tounsel:

Use: Inflation
12/31/0¢ Additions /reversal adjustment 12/31/0¢

Tax 14,15 4,42 - - 18,57
Civil 28F - (8) 35 312
Labol 1,73¢ 99= (1,211 764 2,28
Total 16,17 5,41¢ (1,219 79¢ 21,16

In subsidiaries there are no ongoing litigations contingency risks to be considered,
according to assessment made by Management dadalscounsel.

As of December 31, 2009, the main lawsuits, whidrenclassified by Management as
probable loss based on the opinion of legal couasd| therefore, were included in the
reserve for contingencies, are as follows:

a) Tax lawsuits

Refer to reserve for PIS and COFINS (taxes on mageron ICMS (state VAT)
on sales in the amounts of R$ 3,223 (R$ 2,434 &eoémber 31, 2008) and R$ 14,844
(R$ 11,213 as of December 31, 2008), respectivalyd INSS (social security
contribution) on services provided by cooperativethe amount of R$ 506 (R$ 506 as
of December 31, 2008). The Company is depositingsarow PIS and COFINS on
ICMS on sales, the amount recorded is R$ 17,999 @R%03 as of December 31, 2008).

b) Civil lawsuits
Refer to contractual review claims filed in courtscustomers.
c) Labor lawsuits

The Company recognized a reserve for contingericidabor lawsuits in which it is the
defendant, whose main causes of action are asv&lla) overtime due to reduction in
lunch break; b) 40% fine on FGTS (severance pag)fpnior to retirement; c) 40% fine
on FGTS on the elimination of inflation effectstbé Verdo and Collor economic plans;
and d) indemnities for occupational accidents aodht | liability of outsourced
companies.
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Tax, civil and labor lawsuits assessed as pos#isie involve matters similar to those
above. The Company’s management believes that gheome of ongoing lawsuits

classified as probable losses will not result isbdrsements higher than those
recognized in the reserve. The amounts involvedal@ualify as legal obligations.

17. SHAREHOLDERS’ EQUITY

Capital

Subscribed and paid-up capital as of December 3Q9 2and 2008, monetarily restated as
prescribed by IAS 29, is represented by 74,757 &dd 78,557,547 registered common
shares, respectively, all without par value anchwite same rights and advantages. The
change in the number of shares comprising the Cowwecapital, in 2009, refers to
acquision of Company shares.

Legal reserve

The legal reserve balance, as provided for inlartl®3 of Law 6404/76, refers to the
amount set up, equivalent to 5% of net incomeHterperiod, limited to 20% of the capital.
As of December 31, 2009, the Company recorded BERBS 5,648 in 2008).

Profit reserve

The amount of retained earnings plus the profimeswill be used to cover working capital
requirements and enable investments to increase naodirnize production capacity,
introduce new products and invest in subsidiares;ording to the investment plan
approved by Management to be submitted to the AnBhareholders’ Meeting or, if
necessary, to absorb the loss for the year.

Share buyback plan

The Board of Directors, in a meeting held on Octobg, 2008, approved the common
share buyback plan (the “Plan”), for shares toddd m treasury and subsequently cancelled
or sold, without capital reduction, pursuant to Bg-laws, CVM Instructions 10/80 and
268/97, and other prevailing laws.

With this plan, the Company’s purpose is to maxarshareholders’ value by investing part
of its funds available in the total amount of thefijp and capital reserves.

As the budgeted number of shares was reached, ochMa 2009 the Board of Directors
approved the termination of the Program. Duringeitfectiveness, the Company bought
back 3,800,000 common shares, for a total amouR$d?5,760 (R$ 10,194 during the year
of 2009), at the average price per share of R$ 6THé Extraordinary Shareholders'
Meeting held on April 7, 2009 approved the caneetabf the share above. After the
cancelation, the total number of shares is 74,297,5

Interest on capital

The Company elected to pay interest on capitajitaf R$ 9,718 (R$ 40,336 in 2008), with
withholding of income tax in the amount of R$ 1,1(R$ 4,885 in 2008). Interest is
included in dividends for each of the reported gear
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The Company approved the payment of interest onatap 2009, as follows:

Amount - R$ 000

Net of
withholding Amount per
Proceeds Event - Date income tax Gross Share - R$ Gross Payment Date
Board of Directors' Meeting
Interest on capital (BDM) - 12/08/2009 8,609 9,718 0.13 01/19/2010
Total 8,609 9,718

For the amount of dividends and interest on capitafued as of December 31, 2009, in
addition to the amount declared on December 8, ZB$38,609, net of tax effects), there is
a balance of R$ 192 (R$ 2,211 in 2008) relatedivnleinds declared in prior years and not
claimed by shareholders.

The Company approved the payment of interest oitadap 2008, as follows:

Amount - R$ 000

Net of
withholding Amount per

Proceeds Event - Date income tax Gross Share - R$ Gross Payment Date
Interest on capital BDM - 03/18/2008 8,300 9,427 .120 04/18/2008

Interest on capital BDM - 06/10/2008 8,748 9,961 .1268 07/18/2008

Interest on capital BDM - 09/02/2008 9,062 10,315 0.1313 10/20/2008

Interest on capital BDM - 12/09/2008 9,34110,633 0.1393 01/20/2009

Total 35,451 40,336

Dividends

The bylaws provide for the distribution of mandgtarinimum dividend equivalent to 25%
of the adjusted net income under Corporate Law. dgament’s proposal to the Annual
Shareholders’ Meeting, for distribution of dividendnd recognition of profit reserve, is as

follows:
200¢ 200¢

Net income attributed to owners oe parer 11,882z 12&,72¢
(-) Recognition of legal reser (605, _ (5,648
Income subject to distributi 11,277 12C07¢
Interest on capital related to net incc (3,794, (4C,336,
Recognition of profit resen 7,48: 7€,742
Interest on caital related to net income for the current \ 3,794 4C,33¢
Interest on capital related to profit reserve fnomor year: 5,924 -

9,71¢ 4C,33¢€
Interest on capital, net of withholding income 8.60¢ 35,451
Interest on capital per ste (in Reais 0.13 0.51

Based on the dividend policy, the Company propasedistribute 33% of the income
for the year subject to distribution and the renmgnamount of the profit reserve, as
interest on capital. This proposal will be ratifisdthe Annual Shareholders’ Meeting on
March 16, 2010.
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18.

19.

20.

Foreign currency cumulative translation adjustments

The Company recognized under this line item theuwtative effect of the translation of the
financial statements of its subsidiaries that naamtheir accounting records in a functional
currency different from the functional currency tbé parent. These effects started being
recognized after the IFRS implementation datehénstatement of changes in shareholders’
equity, balance sheet and statement of compretemstome, this amount is allocated to
“Other comprehensive income”.

This cumulative effect is reversed to the inconaeshent as gain or loss only in the event
of disposal or write-off of the investment.

EARNINGS PER SHARE

a) Changes in the number of shares

Shares issued Common Total
Shares as of December 31,2008 78,557,547 78,557,547
Shares as of December 31,2009 74,757,547 74,757,547

Earnings per share

In compliance with IAS No. 3%arnings per Sharethe following tables reconcile the
net income with the amounts used to calculate dlseckand diluted earnings per share:

12/31/09 12/31/08

Net income 11,882 125,726
Weighted average of shares issued (in thousands) ,6774 78,301
Basic and diluted earnings per share 0.159 1.606

MANAGEMENT COMPENSATION
Management compensation for the years ended Decehpb2009 and 2008 are as follows:

12/31/09 12/31/08

Fees and charges 6,498 8,342
Profit sharing 447 4,423
Private pension plan 798 2,032
Healthcare plai 10¢€ 112

7,849 14,909

The amounts shown above are in conformity with ltiméts established by the Board of
Directors. The amounts proposed for profit shaiggubject to approval at the Annual
Shareholders' Meeting (ASM) to be held on March214,0.

INCOME AND SOCIAL CONTRIBUTION TAXES

Income tax is calculated at the rate of 15%, pld% surtax on annual taxable income
exceeding R$ 240. Social contribution is calculatthe rate of 9% on taxable income.
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The table below shows a reconciliation of taxesimmome before income tax and social
contribution by applying the prevailing tax ratassod December 31, 2009 and 2008:

12/31/09 12/31/08

Income before income and social contribution taxes 14,536 161,759
Statutory rate (income and social contribution $axe 34% 34%
Expected income and social contribution tax chaegestatutory rate  (4,942) (54,998)

Reconciliation to the effective rate:

Interest on capit 3,30¢ 13,71«
Other (additions) deductions, net * (90) 6,132
Income and social contribution tax charges (1,72835,152)

*

This amount refers basically to the differencethie calculation of income and social
contribution taxes between the actual taxable ircamd presumed income methods,
due to the fact that the subsidiary Rominor isx@ager under the presumed income
regime during the reported periods and due to treracongition of deferred income

tax on the tax losses of foreign subsidiaries.
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a) Deferred income and social contribution taxes

12/31/09 12/31/08
Temporary Social Temporary Social
differences Income tax contributiontax Total differences Income tax contributiontax Total
Assets
Adjustments to market value or other:
Provision for inventory losse 20,44 5,057 1,82  6,87: 15,68¢ 3,912 1,39: 5,30¢
Repossession of machinery 3,854 1,011 365 1,376 1,621 404 146 550
Investments 555 139 50 189 437 109 39 148
Adjustments to present value: trade accounts rebkhand payak 544 13€ 48 18t 321 8C 28 10¢
Commissions 117 29 11 40 780 194 70 264
Reserve for contingencies 21,169 5,282 279 5,561 16,174 4,034 228 4,262
Other temporary differenc 4,13: 1,03! 371  1,40: 4,97¢ 1,241 447 1,68¢
Management profit sharing 1,347 - 121 121 4,500 - 405 405
Gooduwill arising on the acquisition of JAC 1223 308 _ 111 419 - - - -
Deferred income and social contribution taxes 53,39: 12,98° 3,17¢ 16,16¢ 44,49 9,97« 2,757 12,73
Liabilities
Write off of negative goodwill on acquisition oflssidiary 23,51¢ 5,83 2,11€ 7,94 23,51¢ 5,831 2,11¢ 7,941
Goodwill arising on the acquisition of JAC 2892 _ 723 _ 260 _ 983 - - - -
Total 26,407 6,554 2,376 8,930 23,515 5,831 2,116 7,947
i)  The recorded asset is limited to amounts whosezatitin is supported by future taxable income ptaes, approved by

i)

Management. Future taxable income projections delseveral estimates related to the performanddeoBrazilian and global

economies, selection of exchange rates, sales eoand price, tax rates, among others, which mdgrdifom actual amounts. As
the result of income and social contribution tagepends not only on taxable income, but also onakend corporate structure of
the Company and its subsidiaries in Brazil and afbrahe expected realization of temporarily nondttle differences, the

existence of non-taxable income, nondeductible esg®& and other variables, there is no direct lative between the net income of
the Company and its subsidiaries and the resuliafme and social contribution taxes. Accordinglganges in the realization of
temporarily nondeductible differences should nottesidered indicative of future profits of the Guamy and its subsidiaries.

Income and social contribution tax liabilities nefe the write-off of negative goodwill arising froacquisition of a subsidiary as part
of the application of the IFRS. Tax payable on gaising from the write-off of negative goodwill Wbe deferred when the negative
goodwill is realized, which will occur when the gstment is sold or impaired.
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b)

As of December 31, 2009, the expected realizatibnlederred income and social
contribution taxes, recorded in noncurrent assetss follow:

Income Social
Taxes Contribution Total

2011 4,787 1,724 6,511
2012 1,848 667 2,515
2013 6,424 690 7,114
2014 19 7 26
201¢ - - -
Total 13,078 3,088 16,166

Breakdown of and changes in deferred income andlsmmtribution taxes

Balance at Impact on net Impact on Balance at
12/31/2008 income (loss)  goodwill 12/31/2009

Provision for inventory losses 5,305 1,568 - 6,873
Repossession of machinery 550 826 - 1,376
Investments 148 41 - 189
Adjustments to present value: trade accounts vab& and payable 109 76 - 185
Other temporary differences 1,688 (286) - 1,402
Commissions 264 (224) - 40
Reserve for contingencies 4,262 1,299 - 5,561
Management profit sharing 405 (284) - 121
Income tax and social contribution on goodwill - _ (16 419 419
Deferred income tax and social contribution assets 12,731 3,000 419 16,166
Gain on acquisition of subsidiaries (7,947) - - (7,947)
Income tax and social contribution on goodwill - - (983) (983)
Income tax and social contribution liabilities _ @n - (983) (8,930)

21. PENSION PLAN

The Company has defined contribution pension plaasaged by an authorized pension
plan entity, effective since October 1, 2000, fthrita employees and management, which
are referred to a¥lano Gerador de Beneficio Livre (PGBL)and “Fundo Gerador de
Beneficios (FGB)”

The nature of the plan allows the Company, at ame tand at its sole and exclusive
discretion, to suspend or permanently discontitaieantributions to the plan.

The plan is funded by the Company and its partidgaaccording to the type of benefit for
which they are eligible.

The amount of contributions made by the Companthényear ended December 31, 2009
was R$ 2,541 (R$ 3,051 in the year ended Decembel(8). The amount incurred on
private pension plan was recorded in the statenfentbie years ended December 31, 2009
and 2008 under line items “Cost of sales and sesVic'Selling expenses”, and “General
and administrative expenses”, in view of the rafeeecost center of each employee.
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22. INSURANCE (UNAUDITED)

The insured amounts are determined and contractedtechnical basis and are considered
sufficient to cover potential losses arising froermpanent assets and inventories. It is the
policy of the Company and its subsidiaries to namtinsurance coverage for assets

exposed to risks in amounts considered sufficigntlanagement to cover potential losses,

according to the nature of activities and the askessment by specialized consultants. As
of December 31, 2009, insurance coverage is asiell

Coverage
Coverag Effective periot amoun
Fire, windstorm, and electrical dame
Buildings 01/01/1Cto 12/31/1( 124,04
Machinery and equipme 01/01/1Cto 12/31/1(  216,86!
Inventorie: 01/01/10to 12/31/1(  233,73¢

23. SEGMENT REPORTING

The Company adopted IFRS 8, Operating Segmentsctei starting January 1, 2009.

IFRS 8 requires identification of operating segrees the basis of internal reports that are
regularly reviewed by the entity’'s chief operatidgcision maker in order to allocate

resources to the segment and assess its performémeeefinition of operating segment to

comply with IFRS 8 does not differ from the one dise IAS 14. The main segments are
machine tools, plastic injectors and cast and nmachproducts. Segment reporting for the
guarters and the nine-month periods ended DeceBih&009 and 2008 are as follows:

12/31/09
Plastic Cast and
Machine injection machined  Eliminations between
tools machines products segments and other Consolidated

Operating revenue 310,672 119,859 44,903 475,434
Cost of sales (192,365) (72,691) (63,082) (328,138)
Transfers remitted 12,506 - 17,558 (30,064) -
Transfers received (12,435) (12,086) (5.543) 30,064 -
Gross profit (loss) 118,378 35,082 (6,164) 147,296
Operating income (expenses):

Selling expenses (35,430) (16,899) (2,895) (55,224)

General and administrative expenses (33,454) (20,869) (3,185) (57,508)

Research and development expenses (16,927) (5,795) - (22,722)

Management profit sharing and compensation (3,535 (1,848) (466) (7,849)

Tax expenses (1,119) (532) (112) (1,763)

Other income 6,784 167 - 6,951
(Loss) income from operations before financial imeo(expenses) 32,697  (10,694) (12,822) _9181
Financial income 18,206
Financial expenses (6,739)
Foreign exchange loss, net (6,112)
Total financial income 5,355
Income before income and social contribution taxes 14,536
Income and social contribution taxes (1,728)
Netincone 12,80¢
Attributed to:

Owners of the parent 11,882

Noncontrolling interests 926
Inventories 160,715 67,469 15,467 243,651
Depreciation 14,212 1,758 3,980 19,950
Property, plant and equipment, net 158,270 14,849 108,242 281,361
Intangible assets 4,206 - 4,206
Goodwill 2,017 2,017

North Latin
Europe America America Africa and Asia Total

Net operating revenue per geographical region 4629, 17,116 418,382 475 475,434
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12/31/08
Plastic Cast and
Machine injection machined Eliminations between
tools machines products segments and other Consolidated

Operating revenue 439,924 128,074 128,126 - 696,124
Cost of sales (238,481) (60,056)  (118,013) - (416,550)
Transfers remitted 23,460 - 35,046 (58,506) -
Transfers received (28,669) (19,163) (10,674) 58,506 -
Gross profit 196,234 48,855 34,485 - 279,574
Operating income (expenses):

Selling expenses (42,463) (15,853) (7,611) - (65,927)

General and administrative expenses (35,271) (17,685) (8,636) - (61,592)

Research and development expenses (23,190) (5,576) - - (28,766)

Management profit sharing and compensation (B),29 (1,696) (1,918) - (14,909)

Tax expenses (1,855) (575) (483) - (2,913)

Other income 880 20,109 - - 20,989
Income from operations before financial income @nges) _83,040 27,579 15,837 - 126,456
Financial income 36,950
Financial expenses (5,061)
Foreign exchange loss, net 3,414
Total financial income 35,303
Income before income and social contribution taxes 161,759
Income and social contribution taxes (35,152)
Net income 126,607
Attributed to:

Owners of the parent 125,726

Noncontrolling interests 881
Inventories 203,404 66,599 15,341 - 285,344
Depreciation 10,560 661 3,954 - 15,175
Property, plant and equipment, net 210,735 22,652 22,953 - 256,340
Intangible assets - 2,843 - 2,843
Goodwill - 1,496 - - 1,496

North Latin
Europe America America Africa and Asia Total

Net operating revenue per geographical region 646, 45,248 602,843 1,392 696,124

24. FUTURE COMMITMENTS

(&) On May 1, 2007, the Company entered into an ettrsupply agreement with the
electric power utility Centrais Elétricas Cachoelmurada S.A. - CDSA, which
belongs to the Endesa Group, for the period fronudegy 1, 2008 to December 31,
2013, under the free consumer regime. The agreesadjusted annually based on the
general market price index (IGP-M) and the amoangsdistributed into the following

years:
Year of suppl Amount
2010 7,760
2011 11,375
2012 11,897
2013 11,897
Total 42,929

The opinion of the Company's management is thatabgreement is compatible with
the electric power consumption requirements forcthatracted period.
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25.

26.

27.

(b) Under the agreement for acquisiton of Sandrettadtvie S.l.r., the Company commits
itself to maintaining, for at least two years froime agreement date, business activitities

in the production sites, at the Grugliasco and Reamavese units, both in Turim, in
Italy, as well as the occupational levels for thene period, in a quantity not less than
250 employees (“gurantees”). In the event of ndfilfuent of these guarantees, the
Company is arequired to pay a fine equivalent 1g375,000 (equivalent to R$ 3,446

as of December 31, 2009).

EXPENSE BY NATURE

The Company elected to report the Consolidatede®iant of Income by function. As
required by the IFRS, we present below the Conatdil Statement of Income detailed by

nature:
12/31/0¢ 12/31/0¢

Depreciation and amortizati 19,95( 15,17¢
Personal expens 191,23! 219,52:
Raw material and consumable supg 210,72. 316,52
Freight 8,89: 14,75:
Other expenst 42,40¢ 24,677
Total 473,20 590,65
Classifiecas

Cost of sale 328,13{ 416,55(

Selling expenst 55,22« 65,92

General and administrative exper 57,50¢ 61,59:

Research and development expe 22,72. 28,76t

Management profit sharing compensa 7,84¢ 14,90¢

Tax expense 1,763 2,91
Total 473,20 590,65
OTHER OPERATING INCOME (EXPENSES), NET

12/31/0¢ 12/31/0¢

Gain on sale of assets 6,951 1,673
Gain on acquisition of subsidiaries (see no - 19,31¢
Total 6,951 2C,98¢

(*) Refers basically to the same of property, plantl equipment, technology, intellectual
and industrial property of the high-precision toofshe business unit called Romicron.
Please refer to the material fact disclosed on a3009 for further information.

FINANCIAL INCOME AND EXPENSE

Financial Incom:

Period ended

12/31/09 12/31/08

Interest on sho-term investmen 10,819 29,265
Interest on trade notes receival 7,387 7,685
Total 18,206 36,950
Financial Expense

Interest on finacing (6,739) (5,061)
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28. SUBSEQUENT EVENT

On February 4, 2010, the Company announced itatibbeacquire 100% of the outstanding
shares of Hardinge Inc. (NASDAQ: HDNG) (“Hardingef™r US$ 8.00 per share, to be
paid in cash. For further information, see sigaifitevent notice at site www.romi.com.

29. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved by the CaogipaBoard of Directors on
February 9, 2010.
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