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Mensagem do superintendente
Message from the general manager

O ano de 2008 foi um ano de muitos contrastes.

Dé uma forma nunca experimentada pela Innova, na sua re-
lativamente curta trajetoria, nossos negocios estiveram em
alta nos trés primeiros trimestres parecendo que iriamos
bater todos os recordes de producdo, vendas e resultado
econdmico.

Porém, a crise que assolou o mundo e, de forma menos agu-
da, o Brasil, levou toda a economia a adotar posturas cau-
telosas que geraram fortes retracées no ritmo dos nossos
negécios a partir de setembro.

A crise afetou também os mercados de estireno e poliesti-
reno, os quais sofreram queda em relacdo a 2007 afetados
principalmente pelos segmentos de elastdmeros, resina po-
liéster e eletroeletronicos.

No mercado local as vendas da Innova cresceram 6% no es-
tireno e cairam 1% no poliestireno, em relacdo a 2007. A
Innova consolidou sua lideranca ao atingir um market share
integrado (estireno + poliestireno) de 45% aproximadamen-
te. A producao no ano foi de 206 mil t de etilbenzeno, 224
mil t de estireno e 110 mil t de poliestireno.

As exportacoes de poliestireno chegaram a 13 mil t e os
principais destinos foram os Estados Unidos, a Africa e a
América Central. Isto significa uma diminuicdo de 38% em
relacdo a 2007, motivado por forte retracdo no mercado in-
ternacional.

Em virtude dos empréstimos estarem atrelados ao dolar
norte-americano, a companhia registrou um prejuizo signifi-
cativo ocasionado fundamentalmente pela valorizacdo desta
moeda frente ao real.

Neste ano a Innova recebeu o Prémio Exportacdo RS da ADVB
como Destaque Setorial/Quimico e foi Destaque em Meio
Ambiente pela Revista Expressdao. Nosso compromisso com
os clientes nos trouxe, pelo quarto ano consecutivo, o pré-
mio Top Profissional Estirénicos, promovido pela Plasticos
em Revista. A Innova foi uma das agraciadas da revista AMA-
NHA com o Prémio Campeds da Inovacdo do setor Petréleo
e Petroquimica.

Em dezembro, recebemos a recertificacdo das normas I1SO
9001:2000 (Qualidade), ISO 14001:2004 (Meio Ambiente)
e OHSAS 18001:2007 (saude e seguranca) pelo organismo

2008 was a year of many contrasts.

In a way that had never before been experienced by Innova
in its relatively short trajectory, our business was at a peak
in the first three quarters, and it seemed we would break all
of our records in production, sales, and economic results.

However, the crisis that devastated not only the world but
also Brazil in a less acute fashion led the economy as a
whole to adopt postures that created sharp retractions in
the rhythm in all our dealings as of September.

The crisis also affected the styrene and polystyrene markets,
which underwent a drop in relation to 2007, being affected
mainly by the electro-electronic, polyester vresin, and
elastomer segments.

In the local market, Innova’s styrene sales rose by 6%, while
polystyrene sales fell by 1%, both in relation to 2007. Innova
consolidated its leadership upon reaching an integrated
(styrene and polystyrene) market share of approximately
45%. The production for the year was 206 thousand tons
of ethyl benzene, 224 thousand tons of styrene, and 110
thousand tons of polystyrene.

Polystyrene exports went up to 13 thousand tons, and the
main markets were the United States, Africa, and Central
America. This means a 38% decrease in relation to 2007,
which was caused by a strong retraction in the international
market.

As a result of the loans being pegged to the US dollar, the
company registered a significant loss, which was basically
caused by the valuation of this currency in relation to the
Brazilian Real.

This year Innova received the RS Exports Award from ADVB
as a Chemical Sector Highlight, and was a Highlight in
Environment by Expressdo magazine. Our commitment to
our customers brought us, for the fourth year in a row, the
Top Styrenics Award, which was promoted by Pldsticos em
Revista magazine. Innova was one of the companies honored
by AMANHA magazine with the Champions in Innovation
Awarvd for the petroleum and petrochemical sector.

In December, we received re-certification for these norms:
ISO 9001:2000 (Quality), ISO 14001:2004 (Environment),
and OHSAS 18001:2007 (Health and Safety) by the certifying

4 | Demonstracoes Contabeis 2008 | Financial Statements 2008



Mensagem do superintendente
Message from the general manager

certificador Bureau Veritas Certification.

Sempre atenta as mudancas no cenario petroquimico no Bra-
sil, a Innova incluiu o ABS no portfélio para atender seus
clientes e buscar novos consumidores no segmento de esti-
rénicos. O ABS é uma resina plastica de alta resisténcia qui-
mica e ao impacto, com brilho, rigidez e boa processabilida-
de, voltada aos mercados de eletroeletronicos, linha branca,
chapas, calcados e automobilisticos.

A nova planta de etilbenzeno, com investimento de US$
100 milhdes, comecou a produzir no final de setembro. Sua
construcao foi baseada em conceitos tecnolégicos avanca-
dos em matéria de seguranca e meio ambiente, com reducao
de efluentes e emissdes na atmosfera. Seu funcionamento
fortalecera ainda mais os resultados, com ganhos em volu-
me (dispensando importacdes), maior eficiéncia energética,
gracas a integracdo fisica com a planta de estireno, e maior
eficiéncia tecnolégica. A planta tem capacidade nominal de
produzir 540 mil toneladas/ano.

O foco da Innova em 2009 continuara em disciplina de capital
e também no desenvolvimento de uma cultura e praticas de
inovacdo sistematica na empresa, através da adocdo de fer-
ramentas de gestdo de projetos inovadores focados em tec-
nologia, envolvendo prospeccdo, andlise e selecdo de idéias
e gerenciamento do portfélio de projetos tecnolégicos.

Outro fato relevante foi a assinatura do acordo entre a Inno-
va e o Governo do Estado do Rio Grande do Sul, no programa
intitulado Rede Parceria Social, o qual ira reverter parte da
arrecadacdo do ICMS a projetos sociais.

Agradecemos a todos que colaboraram para mais uma vez
alcancarmos nossos objetivos: aos nossos acionistas, pela
confianca; aos nossos clientes, fornecedores e instituicoes
financeiras, pela parceria; e aos nossos colaboradores por
fazerem da Innova uma empresa de referéncia para nossos
clientes e voltada a criacdo de valor para a sociedade.

)
Al

Flavio Augusto Lucena Barbosa
Diretor Superintendente
General Manager

agency Bureaus Vita Certification.

Always paying attention to the changes in Brazil’s
petrochemical scenario, Innova included ABS in its portfolio
in order to serve its customers and seek out new consumers
in the Styrenics segment. ABS is a plastic resin with high
impact and chemical resistance, with gloss, rigidity, and
good ability for processing, meant for the electro-electronic,
household appliance, sheet, footwear, and automobile
markets.

The new ethyl benzene plant, with an investment of $100
million US, started production at the end of September.
Its construction was based on technological concepts that
are advanced regarding safety and the environment, with
a reduction of effluents and atmospheric emissions. Its
functioning will further strengthen the results, with gains
in volume (eliminating the need to import), greater energy
efficiency thanks to being physically integrated with the
styrene plant, and greater technological efficiency. The plant
has a nameplate capacity for producing 540 thousand tons
per year.

In 2009, Innova’s focus will continue to be on discipline with
capital, and also on developing a culture and practices of
systematic innovation within the company, by means of
adopting management tools for innovative projects that
focus on technology, involving prospecting for, analyzing
and selecting ideas, and management of the portfolio of
technological projects.

Another relevant fact was the signature of the agreement
between Innova and the government of Rio Grande do Sul
state, in the Program called “Rede Parceria Social” which will
revert to social projects a part of the ICMS tax paid.

We thank everyone who collaborated in order that we could
once more attain our goals: to our shareholders, for their
trust; to our customers, suppliers, and financial institutions,
for their partnership, and to our employees, for making
Innova a company that is a benchmark for our customers
and that aims to create value for society.
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Destaques financeiros e operacionais

Financial and operational highlights

Lucro Liquido e Margem Liquida (em milhées de Reais)

Net Profit and Net Margin (R$ million)
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Destaques financeiros e operacionais
Financial and operational highlights

Receita Operacional Bruta (em milhdes de Reais)
Gross Operating Income (R$ million)
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Parecer dos Auditores Independentes

Independent Auditor’s Report

Ao

Conselho de Administracdo e aos Acionistas da
Innova S.A.

Triunfo - RS

1. Examinamos o balan¢o patrimonial da Innova S.A. (“So-
ciedade”) levantado em 31 de dezembro de 2008, e as res-
pectivas demonstracdes do resultado, das mutacdes do pa-
trimoénio liquido, dos fluxos de caixa e do valor adicionado
correspondentes ao exercicio findo nessa data, elaborado
sob a responsabilidade de sua Administracdo. Nossa res-
ponsabilidade é a de expressar uma opinidao sobre essas de-
monstracdes contabeis.

2. Nosso exame foi conduzido de acordo com as normas de
auditoria aplicaveis no Brasil e compreendeu: a) o planeja-
mento dos trabalhos, considerando a relevancia dos saldos,
o volume de transacoes e os sistemas contabil e de controles
internos da Sociedade; b) a constatacdo, com base em tes-
tes, das evidéncias e dos registros que suportam os valores
e as informacdes contabeis divulgados; e c) a avaliacdo das
praticas e das estimativas contabeis mais representativas
adotadas pela Administracdo da Sociedade, bem como da
apresentacdo das demonstracdes contdbeis tomadas em
conjunto.

3. Em nossa opinido, as demonstracdes contdbeis acima re-
feridas representam adequadamente, em todos os aspectos
relevantes, a posicao patrimonial e financeira da Innova S.A.
em 31 de dezembro de 2008, o resultado de suas opera-
¢Oes, as mutacdes de seu patrimonio liquido, os seus fluxos
de caixa e o valor adicionado nas operacdes referentes ao
exercicio findo nessa data, de acordo com as praticas conta-
beis adotadas no Brasil.

4. Anteriormente, auditamos as demonstracdes contabeis da
Sociedade referentes ao exercicio findo em 31 de dezembro
de 2007, compreendendo o balanco patrimonial, as demons-
tracdes do resultado, das mutacdes do patrimoénio liquido e
das origens e aplicacdes de recursos desse exercicio, sobre
as quais emitimos parecer sem ressalva, datado de 16 de
janeiro, de 2008. Conforme mencionado na nota explicativa
2, as praticas contabeis adotadas no Brasil foram alteradas a
partir de 1° de janeiro de 2008. As demonstra¢des contabeis
referentes ao exercicio findo em 31 de dezembro de 2007,
apresentadas de forma conjunta com as demonstracdes con-

To

The Board of Directors and Shareholders
Innova S.A.

Triunfo - RS

1. We have examined the balance sheet of Innova S.A. as of
December 31, 2008, and the related statements of income,
changes in shareholders’ equity cash flow and added values
for the year then ended, which are the responsibility of its
management. Our responsibility is to express an opinion on
these financial statements.

2. Our examination was conducted in accordance with
auditing standards generally accepted in Brazil and included:
(a) planning of the audit work, considering the materiality of
the balances, the volume of transactions and the accounting
systems and internal accounting controls of the Company; (b)
verification, on a test basis, of the evidence and records which
support the amounts and accounting information disclosed;
and (c) evaluation of the most significant accounting policies
and estimates adopted by Company management, as well
as the presentation of the financial statements taken as a
whole.

3. In our opinion, the aforementioned financial statements
present fairly, in all material respects, the financial position
of Innova S.A. as of December 31, 2008, the results of its
operations, changes in its shareholders’ equity and cash
flow and added value for the year then ended, in conformity
with accounting practices adopted in Brazil.

4. We previously audited the accounting Company’s
accounting statements that refer to the fiscal year ending
on December 31, 2007, taking in the balance sheet,
demonstrations of financial results, changes in liquid
assets, and the origins and applications of resources in this
period, about which we have emitted a statement of our
opinion without reservations, dated January 16, 2008. As is
mentioned in explanatory note 2, the accounting practices
adopted in Brazil were altered as of January 1, 2008. The
accounting statements referring to the fiscal year ending
on December 31, 2007 have been presented along with the
accounting demonstrations adopted in Brazil that were in
effect by December 31, 2007, and as is permitted by the
Technical Pronouncement CPC 13 - Initial Adoption of Law
# 11.638/07 and Provisional Measure # 449/08, without
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Parecer dos Auditores Independentes
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tabeis de 2008, foram elaboradas de acordo com as praticas
contabeis adotadas no Brasil vigentes até 31 de dezembro
de 2007 e, como permitido pelo Pronunciamento Técnico
CPC 13 - Adocao Inicial da Lei n° 11.638/07 e da Medida
Proviséria n°® 449/08, ndo estdo sendo reapresentadas com
os ajustes para fins de comparacao entre os exercicios.

29 de janeiro de 2009

KPMG Auditores Independentes
CRC 25P014428/F-7-RS

Wladimir Omiechuk
Contador CRC 1RS041241/0-2

representing adjustments for purposes of comparison of
the fiscal years.

January 29, 2009

KPMG Independent Auditors
CRC 25P014428/F-7-RS

Wiladimir Omiechuk
Accountant CRC 1RS041241/0-2
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Balan(;os Patrimoniais | Em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Balance Sheets /As of December31, 2008 and 2007 (In thousands of Reais)

Ativo | Assets Nota | Note 2008 2007
Circulante | Current assets
Disponibilidades | Cash and cash equivalents 4 62.220 33.658
Contas a receber de clientes | Trade accounts receivables 5 84.762 94.093
Estoques | Inventories 6 66.995 84.755
Imposto a recuperar | Recoverable tax 7 15.408 10.880
Despesas antecipadas | Pre-paid expenses 169 319
Outros créditos | Other accounts receivables 285 415
229.839 224.120
Nao circulante | Noncurrent assets
Realizavel a longo prazo | Long term assets
Partes relacionadas | Related parties 8 1.205 1.151
Imposto a recuperar | Recoverable tax 7 10.179 4.510
Impostos diferidos | Deferred tax 7 5.132 41.919
Outros créditos | Other accounts receivable 6.601 101
Imobilizado | Property, plant and equipment 9 324.065 298.696
Intangivel | Intangible 9 870 1.155
348.052 347.532
577.891 571.652

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Balan(;os Patrimoniais | Em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Balance Sheets /As of December31, 2008 and 2007 (In thousands of Reais)

Passivo | Liabilities Nota | Note 2008 2007

Circulante | Current liabilities

Financiamentos e empréstimos | Loans and financing 10 113.956 43.048
Fornecedores | Suppliers 11 9.958 42.927
Impostos e contribuicdes a recolher | Taxes payable 12 38.517 36.029
Obrigacdes trabalhistas | Social charges 6.988 7.579

Partes relacionadas | Related parties
Empréstimos | Loans 8 4.560 4.717
Fornecedores | Suppliers 8 50 7.057
Outras contas a pagar | Other accounts payable 4.415 2.610
Dividendos | Dividends — 5.025
178.444 148.992

Nao circulante | Noncurrent liabilities

Financiamentos e empréstimos | Loans and financing 10 123.069 80.693
Partes relacionadas | Related parties
Empréstimos | Loans 8 124.796 94.587
Fornecedores | Suppliers 8 2.469 2.008
Provisdo para contingéncias | Provision for contingencies 13 475 475
Impostos diferidos | Deferred taxes 7 17.106 41.919

267.915 219.682

Patrimonio liquido | Shareholders’ equity

Capital social | Capital 14 66.745 66.745
Reservas de capital | Capital reserves 14 62.969 118.068
Reservas de lucros | Profit reserves 14 1.818 18.165

131.532 202.978

577.891 571.652

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracoes de Resultados

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais, exceto prejuizo/lucro por agdo)
Statements Of Income / Years ended december 31, 2008 and 2007 (In thousand of Reais except loss/profit per share)

Nota | Note 2008 2007
Receita operacional bruta | Revenues
Venda de produtos | Sale of goods 1.079.041 1.038.314
Deducoes | Deductions
Impostos sobre as vendas | Sales taxes (226.321) (209.510)
Devolucdes e abatimentos | Returns and discounts (7.865) (5.529)
Receita operacional liquida | Net revenues 844.855 823.275
Custos dos produtos vendidos | Cost of goods sold (761.577) (762.938)
Lucro bruto | Gross profit 83.278 60.337
Receitas (despesas) operacionais | Operating income (expenses)
Vendas | Selling expenses (50.126) (46.094)
Administrativas e gerais | Administrative and general expenses (11.217) (16.316)
Honordrios da administracdo | Management remuneration 8 (2.301) (2.144)
Despesas financeiras | Financial expenses 16 (23.148) (19.516)
Receitas financeiras | Financial income 16 8.697 5.058
Variacdo cambial liquida | Net exchange variance (87.555) 41.070
Perdas com desvalorizacao de ativos | Losses with assets devaluation (10.097) —

Outras receitas/(despesas) operacionais liquidas |
Other operating income (expenses) 15 37.040 408

(138.707) (37.534)

(Prejuizo) lucro antes do imposto de renda e da contribuicao social |

(Loss) income before income and social contribution taxes (55.429) 22.803

Imposto de renda e contribuicdo social | Income and social contribution taxes 7 (11.956) —
(Prejuizo) lucro liquido do exercicio | Net (loss) income for the year (67.385) 22.803
(Prejuizo) lucro liquido por acdo - R$ | Net (loss) income per share - R$ (1,06) 0,36
Quantidade de acoes ao final do exercicio | Number of shares at year-end 63.347.521 63.347.521

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracoes das Mutacoes do Patrimonio Liquido

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Statements of Changes in Shareholders’ Equity | Years ended december 31, 2008 and 2007 (In thousand of Reais)

Reservas de
lucros | Income Lucros ou

Reservas .
. reserve Prejuizos
de capital

| Capital

Capital

; Total |
social |

Total

Retencio acumulados

Capital Reserves lLegal| de Iucrps I Reat_med

Legal | Profit Earnings
retention

Saldos em 1 de janeiro de 2007 |
Balances at January 1, 2007 66.745 74.742 678 132 — 142.297

Lucro liquido do exercicio | Net income for the year — — — — 22.803 22.803

Subvencao para investimentos - Fundopem |
Government grant - Fundopem — 43.326 — — — 43.326

Destinacdes | Distributions

Reserva legal | Legal Reserve — — 1.140 — (1.140) —
Reserva de retencao de lucros |

Retained earnings reserve — — — 16.215 (16.215) —
Dividendos | Dividends — — — — (5.448) (5.448)

Saldos em 31 de dezembro de 2007 |
Balances at December 31, 2007 66.745 118.068 1.818 16.347 — 202.978

Ajustes de adocdo inicial da Lei n® 11.638/07

e Medida Proviséria n°® 449/08 | Adjustments

for the initial adoption of Law # 11.638/07

and Provisional Measure # 449/08 — — — — (4.061) (4.061)

Prejuizo do exercicio | Loss for the year — — — — (67.385) (67.385)

Compensacao de prejuizos com reservas |
Compensation of losses with reserves —  (55.099) —  (16.347) 71.446 —

Saldos em 31 de dezembro de 2008 |
Balances at December 31, 2008 66.745 62.969 1.818 — — 131.532

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracao dos Fluxos de Caixa - Método Indireto

Exercicio findo em 31 de dezembro de 2008 (Em milhares de Reais)
Cash Flow Statement - Indirect Method | Fiscal year ending December 31, 2008 (In thousand of Reais)

2008

Fluxos de caixa das atividades operacionais | Cash flow from operational activities

(Prejuizo) antes do imposto de renda e contribuicao social |

(Loss) before income tax and social contributions (55.429)
Ajustes por: | Adjustements for:
Depreciacdo e amortizacdo | Depreciation and amortization 26.017
Provisdo para devedores duvidosos | Allowance for doubtful accounts 3.000
Perdas com desvalorizacao de ativos | Losses from devaluation of assets 10.097
Juros e encargos sobre empréstimos | Interest and charges for loans 16.254
Variacdes cambiais sobre empréstimos | Exchange variations for loans 88.869
Resultado dos instrumentos financeiros derivativos | Results from derivative financial instruments (5.603)
Resultado na venda de ativos imobilizados | Results from selling fixed assets 870
VariacOes nos ativos e passivos | Variations in assets and liabilities
Reducdo em contas a receber | Reductions in accounts receivable 6.277
Reducao nos estoques | Reduction in inventories 7.663
(Reducido) em fornecedores | (Reduction) in suppliers (39.976)
(Aumento) em outras contas a receber | (Increase) in other accounts receivable (16.399)
Aumento em contas a pagar | Increase in accounts payable 4.163
Caixa liquido proveniente das atividades operacionais | Net cash flow coming from operational activities 45.803

Fluxos de caixa das atividades de investimentos | Cash flow from investment activities
Aquisicdo de ativo imobilizado | Acquisition of fixed assets (56.032)

Caixa liquido usado nas atividades de investimento | Net cash flow used in investment activities (56.032)

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracao dos Fluxos de Caixa - Método Indireto

Exercicio findo em 31 de dezembro de 2008 (Em milhares de Reais)
Cash Flow Statement - Indirect Method | Fiscal year ending December 31, 2008 (In thousand of Reais)

2008

Fluxos de caixa das atividades de financiamentos | Cash flow from financial activities

Pagamento de dividendos | Payment of dividends (5.025)
Empréstimos tomados | Loans taken out 112.456
Pagamentos de empréstimos | Loan payments (58.761)
Juros pagos por empréstimos | Interest paid on loans (15.482)
Pagamentos de caixa por contratos de swap | Cash payments for swap contracts (534)
Recebimentos de caixa por contratos de swap | Cash receipts for swap contracts 6.137
Caixa liquido usado nas atividades de financiamento | Net cash flow used in financial activities 38.791
Aumento do caixa e equivalentes de caixa | Increase of cash flow and cash equivalents 28.562

Demonstracdo do aumento do caixa e equivalentes de caixa | Statement of increase in cash flow and cash equivalents

No inicio do exercicio (Nota 20) | At the beginning of the fiscal year (note 20) 33.658
No fim do exercicio (Nota 20) | At the end of the fiscal year (note 20) 62.220

28.562

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracao das Origens e Aplicacoes de Recursos

Exercicios findos em 31 de dezembro de 2007 (Em milhares de Reais)
Statements of Changes in Financial Position | Years ended December 31, 2007 (In thousand of Reais)

Origens dos recursos | Sources of funds
Das operacoes | Operations

Lucro liquido do exercicio | Net income for the year 22.803
Itens que nao afetam o capital circulante | Items not affecting working capital
Depreciacao | Depreciation 21.779
Amortizacdo | Amortization 3.521
Custo de ativos permanentes baixados | Residual cost on disposal of fixed assets 89
Variacdo cambial do ndo circulante | Exchange variance of noncurrent (35.791)
Recursos originados das operacoes | Resources from operations 12.401

Ajustes de exercicios anteriores | Prior year adjustments —

De terceiros | From third parties

Aumento do passivo nao circulante | Increase in noncurrent liabilities 35.759
Incentivos fiscais | Fiscal incentive 43.326
91.486

Aplicacoes dos recursos | Applications of funds

Adicdes no realizavel a longo prazo | Additions in long term assets 17.919

Adicoes no imobilizado | Property, plant and equipment 122.355

Reducdo do passivo ndo circulante | Decrease on noncurrent liabilities 25.717

Transferéncias para o circulante de empréstimos e financiamentos do nao circulante |

Transfer of noncurrent to current liabilities 10.427

Dividendos propostos | Proposed dividends 5.448

 181.866

(Reducao) do capital circulante liquido | (Reduction) of working capital (90.380)

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracao das Origens e Aplicacoes de Recursos

Exercicios findos em 31 de dezembro de 2007 (Em milhares de Reais)
Statements of Changes in Financial Position | Years ended December 31, 2007 (In thousand of Reais)

Demonstragdo das variagdes no capital circulante liquido | Changes in working capital
Ativo circulante | Current assets

No fim do exercicio | At end of year 224.120
No inicio do exercicio | At beginning of year 218.695
5.425

Passivo circulante | Current liabilities
No fim do exercicio | At end of year 148.992
No inicio do exercicio | At beginning of year 53.187
95.805
(Reducao) do capital circulante liquido | (Reduction) of working capital (90.380)

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracﬁo do Valor Adicionado | Exercicio findo em 31 de dezembro de 2008 (Em milhares de Reais)
Statement Of Added Value / Fiscal year ending on December 31, 2008 (In thousand of Reais)

2008

Receitas | Revenue

Vendas de produtos | Product sales 1.071.176

Outras receitas | Other revenue 1.243

Receitas relativas a construcdo de ativos proprios |

Revenue related to construction of the company’s own assets 54.000

Provisao para créditos de liquidacao duvidosa, (constituicao) |

Allowance for doubtful accounts (constitution) (3.000)
1.123.419

Insumos adquiridos de terceiros (inclui ICMS e IPI) |
Feedstocks acquired from third parties (includes ICMS and IPI taxes)

Custos dos produtos vendidos | Costs for products sold 573
Matérias-primas consumidas | Raw materials used 560.175
Materiais, energia, servicos de terceiros e outros | Materials, energy, outsourced services and others 434,718
995.466

Valor adicionado bruto | Gross added value 127.953
Depreciacao e amortizacao | Depreciation and amortization 26.017
Valor adicionado liquido gerado pela Companhia | Added value created by the company 101.936

Valor adicionado recebido em transferéncia | Added value received through transfers

Receitas financeiras | Financial revenue 8.697
8.697
Valor adicionado total a distribuir | Added value to distribute 110.633

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Demonstracéo do Valor Adicionado | Exercicio findo em 31 de dezembro de 2008 (Em milhares de Reais)
Statement Of Added Value / Fiscal year ending on December 31, 2008 (In thousand of Reais)

2008

Distribuicao do valor adicionado | Distribution of added value
Empregados | Employees

Remuneracao direta | Direct remuneration 19.761
Beneficios | Benefits 2.912
FGTS | FGTS 1.397

Tributos | Taxes
Federais | Federal taxes 42.005
Estaduais | State taxes (4.455)

Remuneracao de capitais de terceiros | Remuneration from capital and third parties
Juros e outras despesas financeiras | Interest and other financial expenses 115.545
Aluguéis | Rent 853

Remuneracao de capitais proprios | Remuneration from the company’s own capital
(Prejuizo) liquido do exercicio | Net (loss) from the fiscal year (67.385)

Valor adicionado distribuido | Distributed additional value 110.633

As notas explicativas sdo parte integrante das demonstracdes contabeis. | See the accompanying notes to the financial statements.
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Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

1. Contexto operacional
As principais atividades da Sociedade sdo a fabrica¢do e co-
mercializacdo de estireno e poliestireno.

2. Apresentacdo das demonstracées contabeis

As demonstracoes contabeis foram elaboradas de acor-
do com as praticas contdbeis adotadas no Brasil, as quais
abrangem a legislacao societaria, os pronunciamentos, as
orientacdes e as interpretacdes emitidas pelo Comité de Pro-
nunciamentos Contabeis (CPC) e as normas emitidas pela
Comissdo de Valores Mobiliarios (CVM).

Na elaboracdo de suas demonstracdes contabeis de 2008, a
Sociedade adotou pela primeira vez as alteracdes na legisla-
¢do societaria introduzidas pela Lei n® 11.638 aprovada em
28 de dezembro de 2007, com as respectivas modificacoes
introduzidas pela Medida Proviséria n® 449 de 3 de dezem-
bro de 2008.

A Lein® 11.638/07 e a Medida Provisoria n® 449/08 modifi-
caram a Lei n® 6.404/76 em aspectos relativos a elaboracao
e divulgacdo das demonstracdes contabeis.

Os ajustes relativos a adocdo inicial da Lei n® 11.638/07 e a
Medida Provisoria n® 449/08 estdao detalhados na Nota Ex-
plicativa n° 3.

3. Resumo das principais praticas contabeis

3.1. Adocao inicial da Lei n® 11.638/07

A Sociedade adotou como data de transicdo 1° de janeiro de
2008, que é o ponto de partida da contabilidade de acordo
com a legislacdo societaria modificada pela Lein®11.638/07
e pela Medida Proviséria n°® 449/08. As modificacdes intro-
duzidas pela referida legislacdo caracterizam-se como mu-
danca de pratica contabil, entretanto, conforme facultado
pelo Pronunciamento Técnico CPC 13 - Adocao Inicial da Lei
n® 11.638/07 e Medida Proviséria n® 449/08, aprovado pela
Deliberacdo CVM n° 565 de 17 de dezembro de 2008, todos
0s ajustes com impacto no resultado foram efetuados contra
lucros e prejuizos acumulados na data de transicdo nos ter-
mos do art. 186 da Lei n°® 6.404/76, sem efeitos retrospecti-
vos sobre as demonstracoes contabeis.

Em decorréncia das alteracdes da Lei 6.404/76, alguns sal-

1.O0perations
The main activities of the company are the commercialization
and production of styrene and polystyrene.

2. Presentation of accounting statements

The accounting statements were drawn up in accordance
with the accounting practices adopted in Brazil, which take
in corporate legislation, pronouncements, guidance, and the
interpretations emitted by the Accounting Pronouncements
Commiittee (Comité de Pronunciamentos Contdbeis, or CPC)
and the rules emitted by the Real Estate Values Commission
(Comissdo de Valores Mobilidrios, or CVM).

Upon drawing up the accounting statements for 2008, for the
first time the Company adopted the alterations in corporate
legislation that were introduced by Law # 11,638, which
was approved on December 28, 2007, with the respective
modifications introduced by Provisional Measure # 449 on
December 3, 2008.

Law # 11,638/07 and Provisional Measure # 449,/08 modified
Law # 6,404/76 in aspects related to the elaboration and
disclosure of accounting statements.

The adjustments related to the initial adoption of Law #
11,638/07 and Provisional Measure # 449/08 are detailed
in Explanatory Note #3.

3. Summary of the main accounting practices

3.1. Initial adoption of Law # 11,638/07

The Company adopted January 1, 2008, as its transition date,
which is the starting point for accounting in accordance with
corporate legislation as modified by Law # 11,638/07 and by
Provisional Measure # 449/08. The modifications introduced
by the aforementioned legislation are characterized as a
change in accounting practices, and therefore, as permitted
by Technical Pronouncement CPC 13 - Initial Adoption of
Law # 11,638/07, approved by CVM Deliberation # 565
on December 17, 2008, all the adjustments that have an
impact on results were put into effect against profits and
losses accumulated on the transition date in the terms of
Article 186 of Law # 6,404/76, without retroactive effects on
accounting statements.

As a result of the alterations of Law # 6.404/76, some
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Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

dos de 2007 foram reclassificados para permitir a compa-
racdo com as demonstracdes contabeis de 2008. As reclas-
sificacdes efetuadas ndo tém impacto no resultado nem no
patrimonio liquido de 2007.

As reclassificacoes efetuadas estdo a seguir discriminadas:

balances from 2007 were reclassified in order to allow
comparisons with the accounting statements of 2008. The
reclassifications put into effect do not have an impact on the
results or on the liquid assets of 2007.

The reclassifications put into effect are discriminated below:

Data da transicao |
31/12/07 Transition date - 01/01/2008

Saldos | Balances

Ajustes | Adjustments Saldos | Balances

Imobilizado | Fixed assets

Intangivel | Intangible

Seguem abaixo os ajustes patrimoniais decorrentes da ado-
¢do inicial da Lei n® 11.638/07 e Medida Proviséria 449/08,
0 sumario das praticas contabeis modificadas pela referida
legislacao, o resumo dos efeitos no resultado de 2008 e no
patrimonio liquido em 31 de dezembro de 2008 decorrentes
da adocdo da referida legislacdo.

299.851 (1.155) 298.696

1.155 1.155

Below are the adjustments that have resulted from the initial
adoption of Law # 11,638/07 and Provisional Measure #
449/08, the summary of the accounting practices modified by
the aforementioned legislation, the summary of the effects on
the results of 2008 and on liquid assets on December 31, 2008,
resulting from the adoption of the aforementioned legislation.

Data da transicao |

31/12/07 Transition date - 01/01/2008

Saldos | Balances
Saldos | Balances

Ajustes | Adjustments

Patrimonio liquido | Net assets

Capital social | Capital

Reservas de capital | Capital reserves

Reservas de lucros | Profit reserves

Lucros/(Prejuizos) acumulados | Accumulated profits/losses)

202.978 (4.061) 198.917
66.745 — 66.745
118.068 — 118.068
18.165 — 18.165
— (4.061) {a} (4.061)

Resumo dos ajustes | Summary of adjustments

{a} Baixa de despesas pré-operacionais registradas na conta de imobilizacdes em andamento (imobiliza-

do) de exercicios anteriores | {a} Write-off of pre-operational expenses registered in the account of fixed

assets underway (fixed assets) from previous fiscal years

4.061
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Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

Sumario das praticas contabeis modificadas
pela adocao inicial da Lei n® 11.638/07
e Medida Proviséria n® 449/08

Ativo intangivel

Determinados ativos intangiveis que atendem os requisitos
especificos do Pronunciamento Técnico CPC 04 - Ativo In-
tangivel, aprovado pela Deliberacdo CVM 553, foram reclas-
sificados do grupo de contas do ativo imobilizado para o
grupo de contas especifico de ativos intangiveis.

Ajustes a valor presente (AVP)

A CVM, através da Deliberacdo CVM 546/08, de 17 de de-
zembro de 2008, referendou o CPC 12 que estabelece os
requisitos basicos a serem observados quando da aplicacao
desse método na mensuracdo de ativos e passivos, decor-
rentes de operacoes de longo prazo e operacoes relevantes
de curto prazo. A avaliacdo de ajuste a valor presente efetu-
ada para operacoes de curto prazo de vendas (contas a rece-
ber de clientes) e compras (fornecedores) evidenciou valores
imateriais, ndo gerando ajustes.

Doacgoes e subvencoes governamentais

As doacoes e as subvencdes governamentais recebidas pela
Sociedade antes da adocao inicial da Lei n® 11.638/07 e MP
n® 449/08 foram registradas em conta de reserva do capi-
tal no patriménio liquido na qual serdo mantidas até a sua
destinacdo, e as doacdes e as subvencdes governamentais
recebidas a partir do exercicio de 2008, quando ha seguran-
ca de que as condicdes estabelecidas serdao cumpridas pela
Sociedade, foram reconhecidas como passivo e serdo apro-
priadas ao resultado a medida que transcorra o prazo dos
compromissos assumidos em contrapartida do recebimento
das doacdes e das subvencdes.

Efeitos da adocado inicial da Lei n® 11.638/07 e Medida
Proviséria n® 449/08

Segue conciliacdo do resultado de 2008 e patrimoénio liquido
em 31 de dezembro de 2008 considerando os efeitos da
adocdo inicial da Lei n® 11.638/07, com o resultado que se-
ria obtido caso as mudancas de praticas contabeis relativas
a referida legislacdo nao tivessem sido adotadas.

Summary of the accounting practices modified
by the initial adoption of Law # 11.638/07
and Provisional Measure # 449/08

Intangible assets

Certain intangible assets that meet the specific requirements
of the Technical Pronouncement CPC 04 - Intangible Assets,
approved by CVM Deliberation 553, were reclassified from
the group of accounts of fixed assets to the group of specific
fixed assets accounts.

Adjustments to the current value

By means of CVM Deliberation 546/08 of December 17
2008, the CVM countersigned CPC 12, which has established
the basic requirements to be followed upon applying this
method in measuring assets and liabilities that result from
long-term operations and relevant short-term operations.
The evaluation of adjustments to the present value made
effective for short-term sales operations (accounts receivable
from customers) and purchases (suppliers) showed evidence
of immaterial amounts, thus not creating any adjustments.

Donations and governments grants

The donations and the governments grants received by the
Company before the initial adoption of Law # 11,638 and
MP 449/08 were registered in the capital reserve account in
liquid assets, in which they will remain until they have gotten
to their destination, and the donations and governments
grants have been received from the 2008 fiscal year, when
there is security that the conditions set have been fulfilled by
the Company, have been recognized as liabilities and have
been appropriated to the results as the term of commitments
assumed as a counterpart of receiving the donations and
subsidies.

Effects of the initial adoption of Law # 11,638/07 and
Provisional Measure # 449/08

Below there is the settlement of the results of 2008 and liquid
assets on December 31, 2008, considering the effects of the
initial adoption of Law # 11,638/08, with the results that
would be obtained were the changes in accounting practices
related to the aforementioned legislation not adopted.
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Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

Demonstracdo dos efeitos no resultado e no Patrimonio Liquido em 31 de dezembro de 2008 decorrentes da Adocao

Inicial da lei n® 11.638/07 e Medida Provisoria n°® 449/08 | Statement of the effects on the results and on liquid assets

on December 31, 2008, resulting from the initial adoption of Law # 11.638/07 and Provisional Measure # 449/08

2008
Prejuizo do exercicio findo em 31 de dezembro | Losses from the fiscal year ending December 31 (67.385)
Gastos pré-operacionais reconhecidos como despesa | Pre-operational costs recognized as expenses 3.828
Recebimento de subvencdao governamental (Fundopem) | Receipt of government grant (Fundopem) (45.452)
Prejuizo liquido sem os efeitos da Lei n® 11.638/07 (Resultado liquido ajustado) | (109.009)
Net losses without effects of Law # 11,638/07 (Adjusted net results) )
Total dos ajustes liquidos decorrentes da adocao da Lei n® 11.638/07 e Medida Proviséria n® 449/08 | (41.624)
Total of net adjustments resulting from adopting Law # 11.638/07 and Provisional Measure # 449/08 )
2008
Patriménio liquido em 31 de dezembro | Net assets on December 31 131.532
Ajustes na data da transicao reconhecidos em Lucros ou prejuizos acumulados | 4.061
Adjustments on the transition date recognized, in Accumulated profits or losses )
Diferenca entre o resultado liquido de 2008 e o resultado ajustado | (41.624)
Difference between the net results of 2008 and the adjusted results )
Recebimento de subvencdao governamental (Fundopem) | Receipt of government grant (Fundopem) 45.452
Patriménio liquido em 31 de dezembro 2008, sem os efeitos da Lei n® 11.638/07 e Medida Proviséria n® 449/08 | 139.421

Net assets on December 31 2008, without the effects of Law #11.638/07 and Provisional Measure # 449/08

3.2. Resumo das principais praticas contabeis

a. Apuracao do resultado

O resultado das operacdes é apurado em conformidade com
o regime contabil de competéncia de exercicio.

A receita de venda de produtos é reconhecida no resultado
quando todos os riscos e beneficios inerentes ao produto
sdo transferidos para o comprador. Uma receita nao é reco-
nhecida se ha uma incerteza significativa na sua realizacao.

b. Estimativas contabeis

A elaboracao de demonstracdes contabeis de acordo com as
praticas contabeis adotadas no Brasil requer que a Adminis-
tracao use de julgamento na determinacao e registro de es-
timativas contabeis. Ativos e passivos significativos sujeitos
as essas estimativas e premissas incluem o valor residual do

3.2. Description of significant accounting policies
a. Statement of Income
Income and expenses are recognized on the accrual basis.

Revenue from the sale of goods is recognized in the
statement of income when the significant risks and rewards
of ownership have been transferred to the buyer. Revenue is
not recognized if there are significant uncertainties as to its
realization.

b. Accounting Estimates

The preparation of the financial statements in accordance
with accounting practices adopted in Brazil requires that
management uses its judgment in determining and recording
accounting estimates. Significant assets and liabilities subject
to these estimates and assumptions include the residual

Demonstracdes Contabeis 2008 | Financial Statements 2008 | 29



Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

ativo imobilizado, provisdo para devedores duvidosos, e im-
posto de renda diferido ativo e provisdo para contingéncias
A liquidacdo das transagdes envolvendo essas estimativas
podera resultar em valores diferentes dos estimados, devido
a imprecisdes inerentes ao processo de sua determinacdo. A
Sociedade revisa as estimativas e premissas mensalmente.

c. Instrumentos financeiros

Instrumentos financeiros ndo-derivativos incluem aplicacdes
financeiras de liquidez ndo imediata, contas a receber e ou-
tros recebiveis, caixa e equivalentes de caixa, empréstimos
e financiamentos, assim como contas a pagar e outras divi-
das.

Instrumentos financeiros nao-derivativos sdo reconhecidos
inicialmente pelo valor justo acrescido, para instrumentos
que ndo sejam reconhecidos pelo valor justo através de resul-
tado, quaisquer custos de transacdo diretamente atribuiveis.
Posteriormente ao reconhecimento inicial, os instrumentos
financeiros ndo derivativos sdo mensurados conforme des-
crito abaixo.

Instrumentos mantidos até o vencimento

Se a Sociedade tem a intencdo positiva e capacidade de man-
ter até o vencimento seus instrumentos financeiros, esses
sdo classificados como mantidos até o vencimento. Inves-
timentos mantidos até o vencimento sdo mensurados pelo
custo amortizado utilizando o método da taxa de juros efe-
tiva, deduzido de eventuais reducdes em seu valor recupe-
ravel.

Instrumentos financeiros ao valor justo através do resul-
tado

Um instrumento é classificado pelo valor justo através do re-
sultado se for mantido para negociacdo, ou seja, designado
como tal quando do reconhecimento inicial. Os instrumentos
financeiros sdo designados pelo valor justo através do resul-
tado se a Sociedade gerencia esses investimentos e toma
decisdao de compra e venda com base em seu valor justo de
acordo com a estratégia de investimento e gerenciamento
de risco documentado pela Sociedade. Apds reconhecimen-
to inicial, custos de transacao atribuiveis sdo contabilizados
nos resultados quando incorridos. Instrumentos financeiros
ao valor justo através do resultado sdao medidos pelo valor

value of property, plant and equipment, allowance for
doubtful accounts, inventories, deferred tax assets, reserves
for contingencies, valuation of derivative instruments, and
assets and liabilities related to employees’ benefits. The
settlement of transactions involving these estimates may
result in significantly different amounts due to the lack of
precision inherent to the process of their determination. The
Company reviews the estimates and assumptions monthly.

c. Financial instruments

Non-derivative financial instruments include financial
applications that are not of immediate liquidity, accounts
receivable and other receivables, cash and cash equivalents,
loans and financing, as well as accounts payable and other
debts.

Non-derivative financial instruments are initially recognized
by their added fair value, for instruments that are not
recognized by their fair value through results, and any
directly attributable costs. After initial recognition, non-
derivative financial instruments are measured as described
below.

Instruments kept until their maturity date

If the Company has the positive intention and the capability
to keep their financial instruments until the maturity date,
they are classified as maintained until maturity. Investments
maintained until maturity are measured by the amortized
cost by using the method of effective interest rates deducted
from eventual reductions in their recoverable value.

Financial instruments at their fair value through results

An instrument is classified by its fair value through the
results if it is maintained for negotiation, in other words, if
it is designated as such at the time of its initial recognition.
Financial instruments are designated by fair value through
results if the Company manages these investments and
makes the decision for purchase and sale based on their
fair value in accordance with the strategy for investing and
risk management documented by the Company. After initial
recognition, attributable transaction costs are counted in the
results when they have been incurred. Financial instruments
at the fair value through results are measured by the fair
value, and the fluctuations are recognized in the results.
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justo, e suas flutuacdes sao reconhecidas no resultado.

Outros

Outros instrumentos financeiros nao-derivativos sdo mensu-
rados pelo custo amortizado utilizando o método de taxa
de juros efetiva, reduzidos por eventuais reducdes no valor
recuperavel.

d. Moeda estrangeira

A Administracdo da Sociedade definiu que sua moeda fun-
cional é o real de acordo com as normas descritas no CPC 02
- Efeitos nas Mudancas nas Taxas de Cambio e Conversao de
Demonstracdes Contdbeis, aprovado pela Deliberacdo CVM
N° 534,

Transacdoes em moeda estrangeira, isto é, todas aquelas que
nao realizadas na moeda funcional, sdo convertidas pela taxa
de cambio das datas de cada transacdo. Ativos e passivos
monetarios em moeda estrangeira sdo convertidos para a
moeda funcional pela taxa de cambio da data do fechamen-
to. Os ganhos e as perdas de variacdes nas taxas de cambio
sobre os ativos e os passivos monetdrios sdo reconhecidos
na demonstracao de resultados.

e. Ativos circulante e ndo circulante

- Aplicacoes financeiras

As aplicacdes financeiras estdo avaliadas ao custo, acrescido
dos rendimentos auferidos até a data do balanco.

- Contas a receber de clientes

As contas a receber de clientes sdo registradas pelo valor
faturado, ajustado ao valor presente quando aplicavel, in-
cluindo os respectivos impostos diretos de responsabilidade
tributaria da Sociedade, menos os impostos retidos na fonte,
os quais sdo considerados créditos tributarios.

A provisdo para devedores duvidosos foi constituida em
montante considerado suficiente pela administracdo para
fazer face as eventuais perdas na realizacao dos créditos e
teve como critério a analise individual dos saldos de clientes
com risco de inadimpléncia.

- Estoques
Avaliados ao custo médio de aquisicdo ou de producdo, que

Other financial instruments

Other non-derivative financial instruments are measured by
the amortized cost by using the method of effective interest
rates, reduced by eventual reductions in the recoverable
amount.

d. Foreign currency

Management of the Company has defined the real as its
functional currency in accordance with the rules described
in CPC 02 - Effects of Changes in Exchange Rates and
Conversion in Accounting Statements, approved by CVM
Deliberation # 534.

Transactions in foreign currency, that is to say, all that are
not carried out in the functional currency, are converted by
the Exchange rate on the dates of each transaction. Monetary
assets and liabilities in foreign currency are converted to the
functional currency at the exchange rate on the closing date.
Gains and losses in monetary assets and liabilities due to
exchange rate variations are recognized in statements of the
results.

e. Current and noncurrent assets

- Interest earning bank deposits

Interest earning bank deposits are recorded at cost plus
income accrued up to the balance sheet date.

- Accounts receivable

The accounts receivable are registered at the billed amount,
restated at the current value when applicable, including the
respective taxes that are the direct tax responsibility of the
Company, except the taxes that are retained at their source,
which are considered tax credits.

The allowance for doubtful accounts was calculated at an
amount considered adequate by management to cover any
losses arising on collection of accounts receivable had as its
criterion the individual analysis of the customers who are at
risk of nonpayment.

- Inventories
Inventories are stated at the average cost of production or
acquisition, which doesn’t exceed the market value.
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nao excede o valor de mercado.

O custo dos estoques inclui gastos incorridos na aquisicao,
transporte e armazenagem. No caso de estoques acabados
e estoques em elaboracdo, o custo inclui as despesas gerais
de fabricacdo baseadas na capacidade normal de operacao.

- Imobilizado

Registrado ao custo de aquisicdo, formacdo ou construcao
inclusive juros e demais encargos financeiros. A deprecia-
¢do é calculada pelo método linear as taxas mencionadas na
nota explicativa n° 9 e leva em consideracdo o tempo de vida
util estimado dos bens.

Gastos decorrentes de reposicdo de um componente de um
item do imobilizado que sdo contabilizados separadamen-
te, incluindo inspecdes e vistorias, e classificados no ativo
imobilizado. Outros gastos sao capitalizados apenas quando
ha um aumento nos beneficios econdmicos desse item do
imobilizado. Qualquer outro tipo de gasto é reconhecido no
resultado como despesa.

- Intangivel
Os ativos intangiveis em 31 de dezembro de 2008 e 2007
compreendem apenas os ativos adquiridos de terceiros,
mensurados pelo custo total de aquisicdao, amortizado por
taxas lineares considerando sua vida util, conforme Nota Ex-
plicativa n° 9.

- Reducdo ao valor recuperavel

Os ativos do imobilizado e do intangivel tém o seu valor
recuperavel testado, no minimo, anualmente, caso haja indi-
cadores de perda de valor.

- Demais ativos circulantes e nao circulantes
Sao apresentados pelo valor liquido de realizacao.

f. Passivo circulante e nao circulante

Sao demonstrados pelos valores conhecidos ou calculaveis,
acrescidos, quando aplicavel, dos correspondentes encar-
gos, variacbes monetdrias e/ou cambiais incorridas até a
data dos balancos.

The cost of inventories includes expenditure incurred in
acquiring the inventories and bringing them to their existing
location and condition. Inthe case of manufactured inventories
and work in progress, cost includes an appropriate share of
overhead based on normal operating capacity.

- Property, plants and equipment

Property, plants and equipment are recorded at the cost of
acquisition, formation or construction (including interest and
other financial charges and/or increased due to revaluation).
Depreciation is calculated using the straight-line method
at rates described in Note 9, which take into account the
estimated useful lives of the assets.

Expenditure incurred to replace a component of an item
of property, plant and equipment that is accounted for
separately, including major inspection and overhaul costs, is
capitalized. Other subsequent expenditures are capitalized
only when increase the future economic benefit of the item
of property, plants and equipment. All other expenditures
are recognized in the statement of income as an expense as
incurred.

- Intangible assets

On December 31 of 2008 and 2007, intangible assets included
only the assets acquired from third parties, measured by
the total cost of acquisition, amortized by linear rates by
considering their useful life, as described in Explanatory
Note 9.

« Reduction of the recoverable amount

Both the fixed and intangible assets have their recoverable
amounts tested at least annually if there are indicators of
loss of value.

- Other current and noncurrent assets
Presented at the net realizable amount.

f. Current and noncurrent liabilities

Stated at the known or estimated amounts, plus, when
applicable, the corresponding charges and/or monetary and
exchange variations incurred up to the balance sheet date.

32 | Demonstracoes Contabeis 2008 | Financial Statements 2008



Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

g. Provisdes

Uma provisdo é reconhecida no balan¢o quando a Sociedade
possui uma obrigacdo legal ou constituida como resultado
de um evento passado, e é provavel que um recurso econd-
mico seja requerido para saldar a obrigacdo. As provisoes
sdo registradas tendo como base as melhores estimativas
do risco envolvido.

h. Subvencao governamental

Uma subvencdo governamental é reconhecida no resultado
ao longo do periodo, confrontada com as despesas que pre-
tende compensar, em base sistematica, desde que atendi-
das as condicdes do CPC 07 - Subvencoes e Assisténcias
Governamentais. Enquanto ndo atendidos os requisitos para
reconhecimento no resultado, a contrapartida da subvencao
governamental registrada no ativo é efetuada em conta es-
pecifica de passivo (ou como conta redutora do ativo). Os
valores estdo contabilizados conforme indicado na nota ex-
plicativa 15.

i. Imposto de renda e contribuicdo social

O Imposto de Renda e a Contribuicdo Social, do exercicio
corrente e diferidos, sdo calculados com base nas aliquotas
de 15% acrescida do adicional de 10% sobre o lucro tribu-
tavel excedente de R$ 240 para Imposto de Renda e 9% so-
bre o lucro tributavel para Contribuicao Social sobre o Lucro
Liquido e consideram a compensacdo de prejuizos fiscais
e base negativa de Contribuicdo Social, limitada a 30% do
lucro real.

Em conformidade com a Medida Provisoria n® 449/08 a So-
ciedade optou pela adocdo ao Regime Tributario de Transi-
¢do (RTT) para apuracao de Imposto de Renda e Contribui-
cao Social relativo ao exercicio findo em 31 de dezembro de
2008.

A decisdo da constituicdo ou ndo de impostos ativos diferi-
dos decorrentes de prejuizo fiscal, base negativa da Contri-
buicdo Social e diferencas temporarias levam em considera-
¢do o historico de rentabilidade e a expectativa de geracao
de lucros tributaveis futuros em conformidade com a Instru-
¢do CVM n° 371 de 27 de junho de 2002.

g. Reserves

A reserve is recognized in the balance sheet when the
Company has a legal or constructive obligation as a result of
a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation. Reserves are
recorded considering the best estimates of the risk specific
to the liability.

h. Government Grants

A government grant is recognized in its results throughout the
period, faced with the expenses that it is meant to compensate
for on a systematic basis, as long as the conditions of CPC
07 - Government Assistance and Grants - are met. While
the requirements for recognition of the results are not met,
the counterpart of the government subsidy registered in the
assets is effected in a specific account of liabilities (or as an
agent that reduces the assets). The amounts are accounted
as shown in Explanatory Note 15.

i. Income and social contribution taxes

The Income and Social Contribution taxes, both current and
deferred, are calculated based on the rates of 15% plus a
surcharge of 10% of taxable income in excess of R$ 240 for
income tax and 9% on taxable income for social contribution
on net income, and consider the offsetting of tax loss
carryforward and negative basis of social contribution
limited to 30% of the taxable income.

In compliance with Provisional Measure # 449/08, the
Company opted for adopting the Transitional Tributary
Regime (Regime Tributdrio de Transicdo, or RTT) for
examining Income Tax and Social Contributions related to
the fiscal year ending on December 31, 2008.

The decision of whether or not to constitute taxes for deferred
assets resulting from fiscal loss, a negative basis of Social
Contribution, and temporary differences take into account
the records of profitability and expectations for generating
future taxable profits, in compliance with CVM Instruction #
371 of June 27, 2002.
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4. Disponibilidades | Interest earning bank deposits

2008 2007

Caixa e bancos | Cash and banks 10.134 162
Conta remunerada | Remunerated accounts 1.399 471
Certificado de Deposito Bancario - CDB | Bank Deposit Certificates - CDB 44.590 33.009
Conta garantia capital de giro | Working capital guarantee account 6.080 —
Poupanca | Savings 17 16
62.220 33.658
As aplicacdes financeiras referem-se substancialmente a Interest earning bank deposits refer substantially to
certificados de depositos bancarios e fundos de renda fixa, Bank Deposit Certificates (CDI) and Fixed Income Funds,
remuneradas a taxas que variam entre 100% e 103,5% do remunerated at rates which vary from 100% e 103.5 % of
Certificado de Deposito Interbancario - CDI. the CDI.

5. Contas a receber de clientes | Trade accounts receivables

2008 2007

No Pais | Domestic customers 83.868 87.028
No exterior | Foreign customers 9.818 13.055
Partes relacionadas | Related parties 156 90
Provisdo para créditos duvidosos | Allowance for doubtful accounts (9.080) (6.080)

84.762 94.093
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6. Estoques | Inventories

2008 2007

Produtos acabados | Finished goods 47.446 54.716
Matérias-primas | Raw Materials 20.122 20.709
Desvalorizacdo a valor liquido realizavel | Actual market value devaluation (10.097) —
Materiais de embalagens e almoxarifado | Packaging and storeroom material 5.872 5.463
Materiais auxiliares e de manutencao | Auxiliary and maintenance material 2.198 2.591
Estoques em poder de terceiros | Inventories held by others — 58
Importacdes em andamento | Imports in transit 1.203 989
Adiantamento a fornecedores | Advances to suppliers 251 229

66.995 84.755

A provisdo para desvalorizacao dos estoques refere-se a ava-
liacdo da Sociedade para estoques de matérias primas e pro-
dutos acabados cujo custo contabil estava sendo apresenta-
do por montante acima de seu valor liquido realizavel.

The provision for devaluing the inventories refers to the
Company’s evaluation for inventories of raw materials and
finished products whose countable cost is presented by the
sum over the net value that can be attained.
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7. Impostos a recuperar e diferido | Recoverable and deferred tax
a. Impostos a recuperar e diferidos | Recoverable and deferred tax

2008 2007

Circulante: | Current:

ICMS | ICMS 10.814 2.135
IPL| IPI 158 168
Imposto de renda e contribuicdo social | Income and social contribution taxes 67 120
COFINS | COFINS 1.931 6.030
PIS | PIS 419 1.309
Outros | Others 2.019 1.118

15.408 10.880

Nao-circulante: | Noncurrent:

ICMS | ICMS 3.778 4.510
COFINS | COFINS 5.259 —
PIS | PIS 1.142 —
Imposto de renda e contribuicao social diferidos | Deferred income and social contribution taxes 5.132 41.919

15.311 46.429
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b. Impostos diferidos

Imposto de renda e contribuicdo social diferidos sdo consti-
tuidos tendo como base as diferencas temporarias dos res-
pectivos tributos.

O imposto de renda e a contribuicdo social diferidos tém a
seguinte origem:

b. Deferred taxes

The deferred income and social contribution taxes are
recognized to reflect future tax effects attributable to
temporary differences between the tax bases of assets

The origin of deferred income and social contribution taxes
is presented below:

2008 2007

Ativo ndo circulante: | Noncurrent assets:

Provisdo para créditos de liquidacdo duvidosa | Allowance for doubtful accounts — 1.757

Provisdo para contingéncias | Contingency reserves
Outras provisoes | Other reserves

Sobre prejuizos fiscais e bases negativas | Tax loss and negative basis 5.132

Passivo nao circulante: | Noncurrent liabilities:
Variacao cambial diferido | Deferred exchange variations

Os montantes de prejuizo fiscal e base negativa de contri-
buicao social de carater imprescritivel da Sociedade podem
ser assim demonstrados:

— 4.500

— 1.002
34.660

5.132 41.919
17.106 41.919

The amounts of tax loss and negative basis of social
contribution of the company that are not subject to prescribe
can be demonstrated like this:

2008 2007

Prejuizos fiscais | Tax loss

Bases negativas de contribuicdo social | Social contribution negative basis

As estimativas de recuperacdo dos créditos tributarios so-
bre prejuizos fiscais e bases negativas de contribuicdo social
de exercicios anteriores, foram baseadas nas projecdes dos
lucros tributaveis levando em consideracdo diversas premis-
sas financeiras e de negécios consideradas no encerramento
do exercicio. Apds esta analise a Sociedade limitou, para 31
de dezembro de 2008, a constituicdo de impostos diferidos
ativos ao montante correspondente a utilizacdo do prejuizo
fiscal no momento da realizacdo do imposto de renda diferi-
do passivo registrado pela Sociedade.

177.614
179.634

172.465
173.541

The estimates of recovering taxable credits regarding
fiscal losses and the negative basis of social contribution
from previous fiscal years were based on projections of
taxable profits by taking into consideration several financial
premises, and from negations considered upon closing the
fiscal year. After this analysis, for December 31, 2008, the
Company limited the composition of taxes from deferred
assets to the sum corresponding to the use of fiscal loss from
deferred liabilities registered by the society at the time of
making income tax.
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A conciliacdo da despesa calculada pela aplicacdo das ali- The reconciliation between the tax expense as calculated
quotas fiscais combinadas e da despesa de imposto de ren- by the combined statutory rates and the income and social
da e contribuicdo social debitada em resultado é demonstra- contribution tax expense charged to net income is presented
da como segue: below:

2008 2007

Lucro/prejuizo contabil antes do imposto de renda e da contribuicao social |
Profit/Loss before income and social contribution taxes

Aliquota fiscal combinada | Combined statutory rates

Imposto de renda e contribuicdo social: | Income and social contribution taxes:

Pela aliquota fiscal combinada | Calculated at the statutory rates

Adicdes permanentes: | Permanent differences:
Despesas ndo dedutiveis | Nondeductible expenses

Exclusdes permanentes: | Permanent deductions:
Subvencdes governamentais - FUNDOPEM | Government Grant - FUNDOPEM

Ajuste de impostos diferidos | Deferred taxes adjustments

Imposto de renda e contribuicdo social no resultado do exercicio |
Income and social contribution tax on net income

Aliquota efetiva | Effective rate

(55.429) 22.803
34% 34%
18.846 (7.753)
(49) 9)
15.454 —
(46.207) 7.762
(11.956) —
21,6% —
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8. Partes relacionadas 8. Related parties

a. Transacoes entre partes relacionadas a. Related parties transactions

As transacdes entre controladora e partes relacionadas fo- The transactions between parent company and related
ram realizadas em condi¢des normais de mercado. parties were performed under normal market conditions.

Petrobras

Petrobras  Energia  Eletricidade _ Feirobras

Distribuidora 2008 2007
S.A.

Energia S.A. Internacional Com S.A.
S.A.

Ativo | Assets

Contas a receber: | Accounts receivable
No circulante | Current assets 123 — — 33 156 90
No longo prazo | Noncurrent assets — 223 982 — 1.205 1.151

Passivo | Liabilities
Fornecedores | Suppliers 50 — — — 50 7.057

Empréstimos e financiamentos |
Loans and financing

No circulante | Current liabilities — 4.560 — — 4.560 4.717
No longo prazo | Long term liabilities — 124.796 — — 124.796 94.587
Dividendos propostos |
Proposed dividends — — — — — 5.025
Outras obrigacdes (Unistar S.A.) |
Other obligations (Unistar S.A.) 2.469 — — — 2.469  2.008

Resultado | Income
Receitas de produtos e servicos |

Revenues from products and services 3.399 — — 376 3.775 29.858
Compras matéria-prima/produtos |

Raw materials and products purchase 83.746 — — — 83.746 83.502
Despesas financeiras, liquidas |

Net financial expenses — 6.379 — — 6.379 7.502
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Os principais saldos de ativos e passivos em 31 de dezem-
bro de 2008, bem como as transacdes que influenciaram o
resultado do exercicio, relativas a opera¢cdes com partes re-
lacionadas, decorrem de transacdes com a Sociedade e sua
controladora, as quais foram realizadas em condicbes usu-
ais de mercado para os respectivos tipos de operacoes.

Os valores registrados sob a rubrica de empréstimo com
partes relacionadas referem-se as Floating Rate Notes (FRN)
emitidas no valor total equivalente a US$ 53.400 mil, cujos
recursos foram aplicados na construcdo das plantas. Essas
FRNs foram compradas pela Petrobras Energia Internacional
S.A. e a amortizacao integral do principal esta estabelecida
para 29 de dezembro de 2010. Sobre ela incidem juros a
taxa LIBOR anual, acrescida de 3% a.a.

b. Unistar S.A.

Anteriormente a criacdo da Unistar do Brasil S.A., as empre-
sas Belquimica e Unistar S.A. mantinham relacionamento co-
mercial intenso. A Belquimica adquiria produtos da Unistar
S.A. e os revendia no mercado local. Em face de inadimplén-
cia da Belquimica, as operacdes de compra e venda foram
descontinuadas. Mantendo a Belquimica estoques de produ-
tos adquiridos da Unistar S.A. em seu poder, ainda nao pa-
gos, faturou-os contra a Unistar do Brasil (atualmente Innova
S.A.), faturamento este que se encontra registrado nos livros
(partes relacionadas).

Ha processo judicial em andamento na Argentina promovido
pela PASA S.A. (empresa que absorveu a Unistar S.A.), deno-
minada PECOM ENERGIA S.A., atualmente Petrobras Energia
S.A., contra a Belquimica. A posicao da atual Petrobras Ener-
gia S.A. contra a Belquimica é ativa.

No Brasil, existe passivo da Sociedade perante a Unistar S.A.,
em face da entrega dos estoques pela Belquimica para amor-
tizacdo parcial da divida original, no montante de R$ 2.469
(R$ 2.008 em 2007).

Em 12 de julho de 2001, a ANS Produtos Quimicos Ltda.
(atual razao social da Belquimica) citou a Sociedade em acao
judicial monitéria para a cobranca dos valores apontados
como devidos. O valor atribuido a causa (R$ 1.893) é inferior
ao valor registrado a titulo de provisao (R$ 2.469).

The main balances of assets and liabilities on December
31, 2008, as well as the transactions that influenced the
result of the period, relative to operations with related
parties, result from transactions with the company and the
parent company, which were performed in normal market
conditions for the respective types of operations.

The values registered as loan with related parties refer
to Floating Rate Notes (FRN) emitted in the total value of
US$ 53.400 thousand, whose resources were applied in
the construction of the plants. Those FRNs were bought by
Petrobrds Energy International S.A. and the amortization of
the principal is established for December 29, 2010. Interest is
applied to those FRNs at the annual LIBOR rate plus 3% p.a.

b. Unistar S.A.

Prior to the creation of Unistar do Brasil S.A., the companies
Belquimica and Unistar S.A. had a very strong commercial
relationship. Belquimica acquired products from Unistar
S.A. and resold them on the local market. Due to the default
of Belquimica, the purchase and sale operations were
discontinued. Maintaining the Belquimica stocks of products
acquired from Unistar S.A. in its power, not yet paid for, it
billed them against Unistar do Brasil (currently Innova S.A.).
This billing is encountered recorded in the books (related
parties).

There is a judicial claim in progress in Argentina filed by
PASA S.A (company that merged Unistar S.A.), currently
denominated Petrobras Energia S.A. (formerly PECOM
ENERGIA S.A.), against Belquimica. The current position of
Petrobras Energia S.A against Belquimica is active.

In Brazil, the company has a liability registered before
Unistar S.A., related to the delivery of the inventories for
Belquimica for partial amortization of the original debt, in
the amount of R$ 2,469 (R$ 2,008 in 2007).

On July 12, 2001, ANS Produtos Quimicos Ltda. (current
corporate name of Belquimica) served notice of a judicial
action against the Company for collection of the amounts
protested as owed. The amount claimed in the lawsuit (R$
1,893) is less than the amount recorded as a reserve R$
2,649).
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Na opinido dos assessores juridicos da Sociedade, 0 montan-
te da provisao é suficiente para cobrir eventuais perdas com
a.acao em curso.

c. Remuneracao dos Dirigentes

A Sociedade reconheceu como remuneracdo do pessoal-
chave da administracdo no ano de 2008 o montante de R$
2.301 (R$ 2.144 em 2007).

9. Imobilizado e Intangivel
a. Composicao dos saldos

31, 2008 and 2007 (In thousand of Reais)

In the opinion of the Company'’s legal advisors, the amount
of the reserve is sufficient to cover possible losses with the
lawsuit in progress

¢. Remuneration for management

The Company recognized the amount of R$ 2,301 as
remuneration for key personnel in management in 2008 (it
was R$ 2,144 in 2007).

9. Intangible and Fixed assets
a. Composition of the balances

Taxa de 2008

depreciacao

Depreciation

Imobilizado | Fixed assets
Prédios e instalacdes | Buildings
Maquinas e equipamentos | Machinery and equipment
Parada programada de planta | Maintenance turnaround
Moveis e utensilios | Furniture and fixtures
Veiculos | Vehicles

Equipamentos de informatica e sistemas |
Computer equipment and systems

Terrenos | Land

Imobilizado em andamento e outros |
Fixed assets in progress and others

Adiantamentos a fornecedores | Advances to suppliers

Intangivel | Intangible assets
Marcas e patentes | Trademarks and patents
Softwares | Softwares

% a.a. |

Liquido |
Net

Depreciacao |
Depreciation

Liquido |
Net
rate % p.a.

4 47.463 (13.341) 34.122 21.987
6a20 418.584 (140.629) 277.955 136.855
50 4.798 (3.129) 1.669 4.081
10 1.323 (649) 674 700
20 944 (737) 207 226
20 3.367 (2.174) 1.193 1.261
2.056 — 2.056 2.056

6.102 — 6.102 129.360

87 — 87 2.170

484.724 (160.659) 324.065 298.696

21 — 21 21

20 5.174 (4.325) 849 1.134
5.195 (4.325) 870 1.155
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b. Movimentacao do custo | Movement of cost

31/12/2007 31/12/2008
Transfe-
réncias |
Transfers

Outras| Custo |
Others Cost

Adicoes | Baixas |
Additions Write-offs

Custo | Cost

Imobilizado | Fixed assets

Prédios e instalacbes | Buildings 33.494 7 (36) 13.998 — 47.463
Maquinas e equipamentos | 272.728 379  (16.379)  161.856 418.584
Machinery and equipment

Parada programada de planta | 4.694 104 o o o 4.798
Maintenance turnaround

Moveis e utensilios | Furniture and fixtures 1.216 19 — 88 — 1.323
Veiculos | Vehicles 903 110 (69) — — 944
Equipamentos 'de informatica e sistemas | 2.923 125 (59) 378 3.367
Computer equipment and systems

Terrenos | Land 2.056 — — — — 2.056

Imobilizado em andamento e outros | 129.360 55278

Fixed assets in progress and others — (174475 (4.061) 6.102

Adiantamentos a fornecedores |
Advances to suppliers 2.170 — — (2.083) — 87

449.544 56.022  (16.543) (238) (4.061) 484.724

Intangivel | Intangible assets

Marcas e patentes | Trademarks and patents 21 — — — — 21
Softwares | Softwares 4.926 10 — 238 — 5.174
4.947 10 — 238 — 5.195
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As contas “softwares” e “marcas e patentes” foram reclassi-
ficadas para o grupo “Intangivel” a partir de 2008 de acordo
com a Lei n° 11.638/07 e a Medida Provisoria n°® 449/08,
que modificam a Lei n° 6.404/76. As mesmas compunham
os saldos de “Equipamentos de informatica e sistemas” e
“Imobilizado em andamento e outros”, respectivamente.
Para fins de comparacao foi utilizado o mesmo procedimen-
to para o ano 2007.

A Sociedade registrava, até 31 de dezembro de 2007, des-
pesas pré-operacionais referentes a construcdo da planta de
Etilbenzeno, em conta do ativo imobilizado, no montante de
R$ 4.061, as quais seriam transferidas para o ativo diferido
quando da sua entrada em operacdo. Apos as alteracdes da
legislacdo societdria através da Lei n® 11.638/07 e da Medi-
da Provisoria n® 449/08, tais despesas passaram a ser regis-
tradas diretamente no resultado do exercicio. Desta forma,
as mesmas foram baixadas do ativo imobilizado contra con-
ta do patrimonio liquido (prejuizos acumulados).

Os juros, encargos financeiros e variacdo cambial calculados
sobre os empréstimos, relativos a aquisicdes do ativo imo-
bilizado (projetos em expansao), foram capitalizados como
custo desses ativos até a sua imobilizacdo. O montante ca-
pitalizado em 2008 foi de R$ 4.890 (R$ 4.581 em 2007)
perfazendo um total acumulado de R$ 9.471.

Os custos da parada programada de planta sdo registrados
em conta do ativo imobilizado e depreciados de forma linear
até a realizacdo da préxima parada, conforme a Delibera-
¢do CVM n° 489/2005 e Interpretacdo Técnica n° 1/2006 do
IBRACON.

Durante o exercicio encerrado em 31 de dezembro de 2008,
a Sociedade nao verificou a existéncia de indicadores de que
determinados ativos imobilizados e intangiveis desta pode-
riam estar acima do valor recuperavel de acordo com a De-
liberacdo CVM n° 527 que aprovou o CPC 01 - Reducdo ao
Valor Recuperavel de Ativos.

The “software” and “trademarks and patents” accounts
were reclassified into the “intangibles” group as of 2008 in
accordance with Law # 11,638/07 and Provisional Measure #
449/08, which modified Law # 6,404/76. They make up the
balances of “Information technology equipment and systems”
and “Fixed assets underway and other assets”, respectively.
For purposes of comparison the same procedure was used
as in 2007.

By December 31, 2007, the Company registered pre-
operational expenses related to the construction of the
ethylbenzene plant in the fixed assets account at the sum
of R$4,061, which were transferred to deferred assets
upon the plant going into operation. After the alterations
in shareholding legislation through Law # 11,638/07 and
Provisional Measure # 449/08, such expenses came to be
registered directly in the results for the fiscal year. In this
way, they were written off of the fixed assets as opposed to
the account for net assets (accumulated assets).

The interest, financial charges and exchange rate variations
were calculated for the loans related to acquisitions of fixed
assets (expansion projects) were capitalized as costs of these
assets until their becoming fixed. The capitalized amount in
2008 was R$ 4,890 (R$ 4,581 in 2007), amounting to an
accumulated total of R$ 9,471.

The costs for the plant turnaround were registered in the
account for fixed assets and were depreciated in a linear way
until the next turnaround occurs, in compliance with CVYM
Deliberation # 489/2005 and the Technical Interpretation #
1/2006 from IBRACON.

During the fiscal year that ended on December 31, 2008, the
Company did not verify the existence of indicators of given
fixed assets and intangible assets that would be above the
recoverable amount in accordance with CVM Deliberation #
527 which approved CPC 01 - Reduction of the Recoverable
Amount of Assets.
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10. Financiamentos e empréstimos | Loans and financing

Juros
Indexador| % a.a.|

Index Interest 2008 2007

% p.a.

Moeda estrangeira: | Foreign currency:

Pré-pagamento de exportagdo junto ao Banco do Brasil. Financiamento de
US$ 40 milhdes (1) | Prepayment of exports with Banco do Brasil. Financing
of US$ 40 million (1) LIBOR 1,19 83.100 70.887

Pré-pagamento de exporta¢ao junto ao Banco do Brasil. Financiamento de
USS$ 10 milhdes (2) | Prepayment of exports with Banco do Brasil. Financing
of US$ 10 million (2) LIBOR 1,19 23.854 18.276

Adiantamento de contrato de cambio junto ao banco Bradesco.
Financiamento de US$ 5 milhdes (3) | Advance for a currency exchange

contract with the bank Bradesco. Financing of US$ 5 million (3) — 5,85 — 9.006
Financiamento de importacdo junto ao banco Santander - US$ 4,8 milhdes

(4) | Financing of imports with the bank Santander - US$ 4,8 million (4) — 5,67 — 8.561
Financiamento de importacdo junto ao banco Safra - US$ 2,9 milhoes (5) |

Financing of imports with the bank Safra - US$ 2,9 million (5) LIBOR 0,30 — 5.204
Financiamento de importacdo junto ao Banco do Brasil - US$ 6,6 milhdes (6)

| Financing of imports with Banco do Brasil - US$ 6,6 million (6) — 5,37 — 11.807
Financiamento de importacdo junto ao Banco do Brasil - US$ 18,2 milhdes

(7) | Financing of imports with Banco do Brasil - US$ 18,2 million (7) LIBOR 2,0 42.905 —
Financiamento de importacdo junto ao Banco do Brasil - US$ 7,6 milhdes (8)

| Financing of imports with Banco do Brasil - US$ 7,6 million (8) LIBOR 4,5 18.027 —
Financiamento de importacdo junto ao Banco do Brasil - US$ 5,9 milhdes (9)

| Financing of imports with Banco do Brasil - US$ 5,9 million (9) LIBOR 4,5 13.869 —
Financiamento de importacdo junto ao banco Santander - US$ 3,6 milhdes

(10) | Financing of imports with the bank Santander - US$ 3,6 million (10) LIBOR 1,0 8.694 —
Financiamento de importacdo junto ao banco Santander - US$ 0,7 milhdes

(11) | Financing of imports with the bank Santander - US$ 0,7 million (11) LIBOR 1,0 1.753 —
Financiamento de importacdo junto ao banco Santander - US$ 4,1 milhdes

(12) | Financing of imports with the bank Santander - US$ 4,1 million (12) LIBOR 5,7 9.571 —
Financiamento de importacdo junto ao banco Santander - US$ 8,0 milhdes

(13) | Financing of imports with the bank Santander - US$ 8,0 million (13) — 3,75 19.271 —
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Indexador | Juros |
Index Interest AV e
Reais - R$: | Reais - RS:
Financiamento Capital de Giro junto ao Banco do Brasil - R$ 20.000 (14) |
Financing of working capital with Banco do Brasil - R$ 20,000 (14) CDI 140% 20.407 —
Crédito de pré-pagamento de exportacdo junto ao Bando do Brasil |
Credit of export pre-payment with Banco do Brasil (4.426) —

237.025 123.741

Parcela a amortizar a curto prazo classificada no passivo circulante |

Current portion included in current liabilities

Passivo nao circulante | Noncurrent liabilities

As parcelas classificadas no Passivo Nao Circulante tém o
seguinte cronograma de pagamento:

Ano de vencimento: | Maturity:
2009
2010
2011
2012
2013

(1) O financiamento junto ao Banco do Brasil S.A. (London Branch) refere-se a um
pré-pagamento de exportacdo, com amortizacdo em 9 parcelas semestrais a partir
de 28 de dezembro de 2006 (prorrogado por mais dois anos conforme aditamento
ao contrato assinado em 23 de dezembro de 2006) e juros pela taxa LIBOR anual
acrescida de 1,35%a.a. calculados até 21 de dezembro de 2006 e 1,19%a.a. calcula-
dos a partir desta data, pagos semestralmente.

(2) O financiamento junto ao Banco do Brasil S.A. (London Branch) refere-se a um
pré-pagamento de exportacdo, com amortizacdo em 9 parcelas semestrais a partir
de 09 de janeiro de 2009 e juros pela taxa LIBOR anual acrescida de 1,19%a.a.,
pagos semestralmente.

(3) O financiamento junto ao banco Bradesco refere-se a um adiantamento de con-
trato de cambio, com amortizacdo de principal e juros, a taxa de 5,85% a.a., em 12
de setembro de 2008.

(4) O financiamento junto ao banco Santander refere-se a um financiamento de

113.956  43.048

123.069 80.693

The long-term installments have the following payment
schedule:

2008 2007

— 19.681
38.130 19.681
38.130 19.681
38.130 19.681
8.679 1.969
123.069 80.693

(1) The financing with the Banco do Brasil (London Branch) refers to an export
pre-payment with its amortization in 9 biannual installments as of December 28,
2006 (extended for another two years inaccordance with an addendum to the
contract signed on December 23, 2006), and an interest rate of LIBOR plus 1.35%
per annum calculated until December 21, 2006, and 1.19% per annum calculated
as of that date and paid biannually.

(2) The financing with the Banco do Brasil (London Branch) refers to an export pre-
payment with its amortization in 9 biannual installments as of January 9, 2008,
and an interest rate of annual LIBOR plus 1.19% per annum paid biannually.

(3) The financing with Bradesco bank refers to a postponement of the currency
exchange contract with mortization of the principal and the interest, at a rate of
5.85% p.a. on September 12, 2008

(4) The financing with the Santander bank refers to import financing with amortization
of the principal and the interest at a rate of 5.67% p.a. on October6, 2008.

Demonstracdes Contabeis 2008 | Financial Statements 2008 | 45



Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

importacdo, com amortizacdo de principal e juros, a taxa de 5,67% a.a., em 06 de
outubro de 2008.

(5) O financiamento junto ao banco Safra refere-se a um financiamento de impor-
ta¢do, com amortiza¢do do principal em 17 de outubro de 2008 e juros, a taxa de
LIBOR semestral acrescida de 0,3% a.a., pagos semestralmente.

(6) O financiamento junto ao Banco do Brasil refere-se a um financiamento de im-
portacdo, com amortizacdo de principal e juros, a taxa de 5,37% a.a., em 14 de
novembro de 2008.

(7) O financiamento junto ao Banco do Brasil refere-se a um financiamento de impor-
tacdo, com amortizacdo em 7 parcelas semestrais a partir de 26 de abril de 2010 e
juros pela taxa LIBOR semestral acrescida de 2%a.a., pagos semestralmente.

(8) O financiamento junto ao Banco do Brasil refere-se a um financiamento de impor-
tacdo, com amortizagdo de principal e juros, a taxa de LIBOR semestral acrescida de
4,5% a.a., em 29 de abril de 2009.

(9) O financiamento junto ao Banco do Brasil refere-se a um financiamento de impor-
ta¢do, com amortizacdo de principal e juros, a taxa de LIBOR semestral acrescida de
4,5% a.a., em 20 de maio de 2009.

(10) O financiamento junto ao banco Santander refere-se a um financiamento de
importacdo, com amortizacao de principal e juros, a taxa de LIBOR anual acrescida
de 1% a.a., em 11 de junho de 2009.

(11) O financiamento junto ao banco Santander refere-se a um financiamento de
importacdo, com amortizacdo de principal e juros, a taxa de LIBOR anual acrescida
de 1% a.a., em 19 de junho de 2009.

(12) O financiamento junto ao banco Santander refere-se a um financiamento de
importacdo, com amortizacao de principal e juros, a taxa de LIBOR anual acrescida
de 5,7% a.a., em 27 de novembro de 2009.

(13) O financiamento junto ao banco Santander refere-se a um financiamento de
importacdo, com amortiza¢do de principal e juros, a taxa de 3,75% a.a., em 13 de
fevereiro de 2009.

(14) O financiamento junto ao Banco do Brasil refere-se a um financiamento de
capital de giro, com amortizacdo do principal e juros, a taxa de 140% do CDI, em
11 de outubro de 2009.

11. Fornecedores | Suppliers

(5) The financing with the Safra bank refers to import financing with amortization
of the principal on October17, 2008, and an interest rate of 0.3% p.a. paid
biannually.

(6) The financing with the Banco do Brasil refers to import financing of principal
and interest at a rate of 5.37 % p.a. on November 14, 2008.

(7) The financing with Banco do Brasil refers to import financing with its
amortization in 7 biannual installments as of April 2010 and an interest rate of
biannual LIBOR plus 2% p.a. paid biannually.

(8) The financing with the Banco do Brasil refers to import financing of principal
and interest at a rate of biannual LIBOR plus 4.5% p.a. on April 29, 2008.

(9) The financing with the Banco do Brasil refers to import financing of principal
and interest at a rate of biannual LIBOR plus 4.5% p.a. on May 20, 2009.

(10) The financing with the Santander bank, refers to import financing of principal
and interest at a rate of annual LIBOR plus 1% p.a. on June 11, 2009.

(11) The financing with the Santander bank, refers to import financing of principal
and interest at a rate ofiannual LIBOR plus 1% p.a. on June 19, 2009.

(12) The financing with the Santander bank, refers to import financing of principal
and interest at a rate of annual LIBOR plus 5.7% p.a. on November 27, 2009.

(13) The financing with the Santander bank, refers to import financing of principal
and interest at a rate of biannual LIBOR plus 3.75 % p.a. on February 13, 2009.
(14) The financing with Banco do Brasil, refers to a working capital financing of
principal and interest at a rate of 140% of CDI, on October 11, 2009.

2008 2007

No Pais | Domestic
No exterior | Foreign
Outros | Others

4.386 24.579
4.982 14.815

590 3.533
9.958 42.927

12. Impostos e contribuicoes a recolher | Taxes and contributions to be collected

2008 2007

IPI a recolher | IPI to be collected
COFINS a pagar | COFINS to be paid
PIS a recolher | PIS to be collected
Outros | Others

30.827 29.996
5.400 3.746
1.502 1.120

788 1.167

38.517 36.029
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O principal saldo de impostos a recolher da Sociedade refere-
se a acao que a Sociedade impetrou alegando seu direito de
crédito presumido de IPI sobre compras tributadas a aliquo-
ta zero, ndo tributadas ou isenta. A Sociedade obteve liminar
para compensar os créditos e a medida que estes créditos
eram compensados um passivo era constituido. A Socieda-
de deixou de compensar os créditos em dezembro de 2004
considerando que a jurisprudéncia sobre o tema passou a
contar com algumas decisdes desfavoraveis aos contribuin-
tes. Em 31 de dezembro de 2008 o valor contabilizado é de
R$ 29.982, atualizado pela taxa de juros SELIC. A transfe-
réncia deste valor para o circulante deve-se ao fato de que
0 processo encontra-se em ultima instancia de julgamento e
sua liquidacdo devera ocorrer durante o ano de 2009.

13. Contingéncias

a. Provisao para contingéncias

A Sociedade é parte em ac¢des judiciais e processos adminis-
trativos perante varios tribunais e érgaos governamentais,
decorrentes do curso normal das operacdes, envolvendo
questdes tributarias, trabalhistas, aspectos civeis e outros
assuntos.

A Administracdo, com base em informacoes de seus asses-
sores juridicos, andlise das demandas judiciais pendentes
e, quanto as acOes trabalhistas e tributarias, com base na
experiéncia anterior referente as quantias reivindicadas,
constituiu provisdo em montante considerado suficiente
para cobrir as perdas estimadas com as agbes em curso, no
montante de R$ 475.

Existem outros processos de natureza Civel, Trabalhista e
Tributdria avaliados pelos assessores juridicos como sendo
de risco possivel sem mensuracdao com suficiente seguranca,
no montante de R$ 2.798 para os quais henhuma provisao
foi constituida, tendo em vista que as praticas contabeis ado-
tadas no Brasil ndo requerem sua contabilizacdo. Adicional-
mente existe o deposito judicial conforme Nota 13 letra b.

b. Depdsitos judiciais

Em 05 de marco de 2008 foi depositado em juizo, através
de mandado de seguranca, o montante de R$ 6.507 referen-
te aos tributos exigidos para o desembaraco de mercadorias
importadas, vinculadas ao ato concessorio de regime draw-

The main balance of taxes to be collected from the Company
refers to the action that the Company petitioned, alleging
its right to presumed IPI credit regarding purchases taxed
at a rate of zero, non-taxed, tax-deductible, or exempt. The
Company obtained a court ruling to compensate for the
credits, and as these credits were compensated, a liability
was constituted. The Company stopped compensating for the
credits in December 2004, considering that jurisprudence
about the subject came to have some decisions that were
unfavorable for the contributors. On December 31, 2008,
the accounted amount was R$ 29,982 as updated by means
of the SELIC interest rate. The transfer of this amount is
due to the fact that the lawsuit is in the final stages of being
judged and should be liquidated in 2009.

13. Contingencies

a. Contingency reserves

The Company is one of the parties in judicial actions
and administrative processes before several courts and
government agencies as the result of the normal course of
operations involving labor and tax issues, civil aspects, and
other subjects.

Based on information from its legal advisors, analysis of
judicial demands that are underway, and regarding tax
and labor lawsuits based on previous experience related to
the amounts being claimed, management has constituted
a reserve of an amount that is considered to be sufficient
to cover the losses that are estimated due to the actions
underway in the amount of R$ 475.

There are other legal proceedings of a civil, labor, or tax
nature that have been evaluated by legal advisors as being
of immeasurable possible risk without enough security,
to the sum of R$ 2,798 for which no provision has been
constituted, as the accounting practices in Brazil do not
require their being accounted for. There is also a judicial
deposit as described in Note 13, letter b.

b. Judicial deposits

On March 05, 2008, the amount of R$ 6,507 was deposited
in court through an insurance mandate related to taxes
required for releasing imported merchandise connected to
a concessionary action in a drawback suspension regime of

Demonstracdes Contabeis 2008 | Financial Statements 2008 | 47



Notas Explicativas as Demonstracées Contabeis

Exercicios findos em 31 de dezembro de 2008 e 2007 (Em milhares de Reais)
Notes to the Financial Statements | December 31, 2008 and 2007 (In thousand of Reais)

back suspensdo da Sociedade. Aguarda-se decisdo judicial
que autorize a vinculacdo deste ato concessorio a declaracao
de importacdo, o qual foi deferido em dezembro do mesmo
ano pelo DECEX. Apos este tramite, o montante depositado
podera ser levantado pela Sociedade. O assessor juridico da
empresa avaliou o risco de perda deste depésito como pos-
sivel.

14. Patrimoénio liquido

a. Capital social

O capital social esta representado por 63.347.521 acdes,
sendo 28.800.000 acdes ordinarias classe “A”, 28.800.000
acdes ordinarias classe “B” e 5.747.521 acdes preferenciais,
todas sem valor nominal.

As acoes preferenciais é assegurada prioridade no reembolso
do capital, sem prémio, em caso de liquidacdo da Sociedade;
o direito de participar, em igualdade de condicdes com as
acdes ordinarias, nos aumentos de capital decorrentes de
capitalizacdo e reservas e lucros.

O capital estrangeiro, representando 100% do capital social,
esta devidamente registrado no Banco Central do Brasil, e
totalizava o equivalente a US$ 55.117 mil na data da inte-
gralizacao.

A Sociedade esta autorizada a aumentar o seu capital social,
independentemente de reforma estatutdria, até o limite de
R$ 150.000, por deliberacdo da Assembléia Geral, mediante
a emissdo de acoes ordinarias classe “A” e/ou classe “B” e/
ou acdes preferenciais.

A cada acdo ordinaria corresponde um voto has deliberacdes
da Assembléia Geral.

b. Reservas

- Reserva de capital

Até 31 de dezembro de 2007 a Sociedade possuia registrado
como reserva de capital no patrimonio liquido, oriundo de
subvencdes governamentais, principalmente referentes ao
FUNDOPEM.

No exercicio de 2008 as subvencdes governamentais passa-
ram a ser contabilizadas de acordo com o CPC 07 - Subven-

the Company. A judicial decision that authorizes connecting
this concessionary action to declaring imports, which was
deferred in December 2008 by DECEX, is being awaited.
After this procedure, the amount deposited may be raised
by the Company. The legal advisor of the company has
evaluated the risk of losing the deposit as being possible.

14. Stockholders’ Equity

a. Capital social

The capital is represented by 63,347,521 shares,
28,800,000 common shares class “A”, 28,800,000 common
shares class “B” and 5,747,521 preferred shares, all with
no par value.

To the preferred shares are insured priority in the
reimbursement of the capital, without premium, in case of
liquidation of the Company; the right of participating, in
equal conditions with the common shares, in the capital
increases of capitalization and profits reserve.

The foreign capital, representing 100% of the capital, it
is properly registered in the Central Bank of Brazil, and it
totaled US$ 55,117 thousand in the date of the payment of
the capital.

The Company is authorized to increase its capital,
independently of statutory reform, until the limit of R$
150,000, by deliberation of the Stockholders’ General
Meeting, by the emission of Common Shares class “A” and/
or class “B” and/or preferred shares.

To each common share corresponds a vote in the
deliberations of the Stockholders ™ General Meeting.

b. Reserves

« Capital reserves

Until December 31, 2007, the Company had capital reserves
registered in net assets, having come from governments
grants, mainly related to FUNDOPEM.

In the 2008 fiscal year governments grants came to be
accounted for in accordance with CPC 07 - Government
Assistance and Grants, and vregistered in the results
while the requirements for their recognition are met, as
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¢Oes e Assisténcias Governamentais, registrado no resultado
enquanto atendidos os requisitos para seu reconhecimento,
conforme mencionado na nota explicativa 15.

Em 31 de dezembro de 2008 parte da reserva de capital
foi utilizada para compensacao de prejuizos acumulados no
montante de R$ 55.099.

c. Reserva de lucros

- Reserva legal

E constituida a razdo de 5% do lucro liquido apurado em cada
exercicio social nos termos do art. 193 da Lei n°® 6.404/76,
até o limite de 20% do capital social e, totaliza em 31 de de-
zembro de 2008, o valor de R$ 1.818.

- Reserva de retencao de lucros

Em conformidade com o artigo 196 da Lei n°® 6.404/76, a
retencdo no valor de R$ 16.215, ocorrida no ano de 2007,
tinha por finalidade suprir parte dos recursos necessarios ao
investimento de capital na construcdo de uma nova planta
de Etilbenzeno a qual previa aplicacao total de R$ 180.000.

O saldo desta reserva, nho montante de R$ 16.347, foi utili-
zado na compensacdo de prejuizos acumulados em 31 de
dezembro de 2008.

d. Remuneracao aos acionistas

O estatuto social determina a distribuicdao de um dividendo
minimo de 25% do lucro liquido do exercicio, ajustado na
forma do art. 202 da Lei n° 6.404/76.

Dos lucros auferidos no exercicio findo em 31 de dezem-
bro de 2007 a Administracdo propds para deliberacdo da
Assembléia Geral Ordinaria a distribuicdo de dividendos no
montante de R$ 5.448.

Referente ao exercicio de 2008 ndo houve distribuicdo de di-
videndos em razdo da existéncia de prejuizos acumulados.

15. Subvencdes para Investimentos - FUNDOPEM

A Sociedade tem incentivo fiscal do FUNDOPEM - Fundo Ope-
racao Empresa/RS, conforme Lei n® 6.427 de 18 de outubro
de 1972 e suas alteracdes. O decreto que concedeu o incen-
tivo a Sociedade, sob n°® 38.497, é datado de 11 de maio de
1998.

mentioned in explanatory note 15.

On December 31, 2008, part of the capital reserves was
used for compensating accumulated losses to the amount
of R$ 55,099.

c. Profit Reserve

- Legal Reserve

In compliance with article 193 of Law # 6,404/76, the
reserve was recorded at the rate of 5% of the net profit for
the year, up to the limit of 20% of the capital and totals R$
1.818 on December 31, 2008.

- Profit retention reserve

In compliance with Article 196 of Law # 6,404/76, the
retention of the amount of R$ 16,215, which took place
in 2007, had the aim of furnishing part of the resources
necessary for investing capital in the construction of a new
ethylbenzene plant for which the total application was R$
180,000.

The outstanding balance of this reserve, in the amount of
R$ 16,347, was used to compensate accumulated losses as
of December 31, 2008.

d. Remuneration for the shareholders

The social statute determines the distribution of a minimum
dividend of 25% of the net profit of the period, adjusted in
the form of the art. 202 of the Law # 6,404/76.

From the profits that were made in the accounting period
ending on December 31, 2007, for deliberation in the
Annual General Meeting the distribution of dividends in the
amount of R$ 5,448.

Related to the fiscal year of 2008, there was no distribution
of dividends due to the existence of accumulated losses.

15. Government Grant - FUNDOPEM

The Company has the fiscal incentive of FUNDOPEM - the
Company Operating Fund (Fundo Operacdo Empresa/RS),
in accordance with Law # 6,427 of October 18, 1972 and
its alterations. The decree that granted the incentive to the
Company, under # 38,497, is dated May 11, 1998.
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O beneficio obtido consiste no crédito presumido de 60% do
saldo devedor do ICMS, limitado a 100% do investimento ou
o prazo de 8 anos, a partir de janeiro de 2000, prorrogado
em dezembro de 2007 para mais 8 anos (2015).

A Sociedade esta atendendo os requisitos do CPC 07 - Sub-
vencoes e Assisténcias Governamentais para seu reconheci-
mento no resultado, sendo que, desta forma, no exercicio de
2008, o montante de R$ 45.452 foi reconhecido na linha de
outras receitas operacionais na demonstracdo do resultado
do exercicio.

O valor recebido nos anos anteriores estava sendo reconhe-
cido como reserva de capital, sendo registrado diretamente
no patrimonio liquido da Sociedade.

16. Resultado financeiro

The benefit obtained consists of a credit that is presumed to
be 60% of the balance owed of the ICMS tax, limited to 100%
of the investment or to a period of 8 years as of January
2000, which was extended in December 2007 for 8 more
years (2015).

The Company is fulfilling the requirements of CPC 07 -
Government assistance and Grants to recognize them in the
results, and in this way, in the 2008 fiscal year, the sum of
R$ 45,452 was recognized in the line of other operational
receipts in the statement of results of the fiscal year.

The amount received in previous years was being recognized
as capital reserve, and was registered directly in the net
assets of the Company.

16. Financial Result

2008 2007

Despesas financeiras | Financial expenses
Juros | Interest

Instrumentos financeiros derivativos | Derivative instruments

Qutros | Others

Receitas financeiras | Financial Income

Juros | Interest

Instrumentos financeiros derivativos | Derivative instruments

Variacdbes monetaria ativas | Monetary variations
Qutros | Others

11.148 10.947

1.167 —
10.833 8.569
23.148 19.516

2.674 4.456
5.603 0
114 198
306 404
8.697 5.058
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17. Instrumentos financeiros

Em 31 de dezembro de 2008 e 2007 os instrumentos finan-
ceiros da Sociedade e as premissas de avaliacao do seu valor
de mercado sdo:

- Disponibilidades - os montantes divulgados no balanco
patrimonial sdo formados pelos valores disponiveis em con-
ta corrente na data do balanco; portanto, representados pelo
seu valor justo.

- Aplicacoes financeiras - as aplica¢des, demonstradas na
nota explicativa n°® 4, sdo de curto prazo, com disponibi-
lidade imediata, sem nenhuma expectativa de geracido de
perdas para a Sociedade. As taxas de juros praticadas sdo
similares as operacdes de mesma natureza e, portanto, se
aproximam do seu valor de mercado.

- Contas a receber e a pagar - os montantes divulgados
no balanco patrimonial para estas contas aproximam-se dos
valores de mercado, considerando as provisdes constituidas
e a auséncia de atualizacdes monetarias sobre a parcela ven-
cida das contas a receber.

- Empréstimos e financiamentos - conforme demonstrado
na nota explicativa n® 10, os encargos se aproximam das
taxas anuais para esses tipos de operacdes e sdo reconhe-
cidos pro rata temporis até a data do balanco. Estas opera-
¢des nao representam riscos adicionais para a Sociedade,
neste momento, exceto pelas operacdes vinculadas ao dolar,
sobre as quais ndo existe nenhum mecanismo de protecao
contra eventuais oscilacoes.

- Outras contas - a Administracdo ndo tem conhecimento
de nenhuma outra conta contabil que possa representar di-
ferencas relevantes entre os valores registrados e os valores
de mercado em 31 de dezembro de 2008, bem como des-
conhece algum fato relevante ou evento subseqiiente a esta
data que possa impactar de forma relevante os montantes
registrados.

Administracao financeira de risco

A Sociedade possui exposicao a riscos associados a utiliza-
cdo de seus instrumentos financeiros, conforme descrito a
seguir:

17. Financial Instruments

The company’s financial instruments and the premises for
evaluation of the market value are as follows (December 31,
2008 and 2007):

- Cash and Equivalents - The amounts published in the
balance sheet are composed of the available amounts in
the checking account on the balance sheet date; therefore,
represented by its fair value.

- Financial applications - the applications, demonstrated
in the Note 4, are short term, without any expectation of
generation of losses for the Company. The practiced interest
rates are similar to the operations of same nature and,
therefore, they approach their market value.

« Accounts vreceivable and payable - The amounts
published in the balance sheet for those accounts are close
to the market values, considering the constituted reserves
and the absence of monetary updating on the due portion of
the accounts receivable.

- Loans and financings - As demonstrated in the Note 10,
the charges approach the annual rates for those types of
operations and are recognized prorate temporis until the
date of the balance. These operations do not represent
additional risks for the Company, at this time, except for the
operations linked to the dollar, on which doesn’t exist any
protection mechanism against eventual oscillations.

- Other Accounts - the Administration does not have
knowledge of any other account that can represent
important differences between the registered values and the
market values on December 31, 2008, as well as ignores
any important fact or subsequent event at this date that can
impact in an important way to the registered amounts.

Financial management of risk
The Company does have some exposure to risks associated
to its financial instruments, as described below:

Credit risk
This is the result of the possibility of the Company suffering
losses resulting from the nonpayment of its counterparts
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Risco de crédito

Decorre da possibilidade da Sociedade sofrer perdas decor-
rentes de inadimpléncia de suas contrapartes ou de institui-
¢oes financeiras depositarias de recursos ou de investimen-
tos financeiros. Para mitigar esses riscos, a Sociedade adota
como prdatica a analise das situacdes financeira e patrimonial
de suas contrapartes, assim como a definicdo de limites de
crédito e acompanhamento permanente das posicdes em
aberto. No que tange as instituicdes financeiras, a Sociedade
somente realiza operacdes com instituicoes financeiras de
baixo risco avaliadas por agéncias de rating.

Risco de preco das mercadorias vendidas ou produzidas
ou dos insumos adquiridos

Decorre da possibilidade de oscilacdo dos precos de mercado
dos produtos comercializados ou produzidos pela Socieda-
de e dos demais insumos utilizados no processo de produ-
¢do. Essas oscilacdes de precos podem provocar alteracdes
substanciais nas receitas e nos custos da Sociedade. Para mi-
tigar esses riscos, a Sociedade monitora permanentemente
os mercados locais e internacionais, buscando antecipar-se
a movimentos de precos.

Risco de taxas de juros

Decorre da possibilidade de a Sociedade e as suas controla-
das sofrerem ganhos ou perdas decorrentes de oscilacdes
de taxas de juros incidentes sobre seus ativos e passivos
financeiros. Visando a mitigacao desse tipo de risco, a Socie-
dade mantém acompanhamento permanente do mercado.

Risco de taxas de cambio

Decorre da possibilidade de oscilacdes das taxas de cambio
das moedas estrangeiras utilizadas pela Sociedade para a
aquisicao de insumos, a venda de produtos e a contratacao
de instrumentos financeiros, principalmente de emprésti-
mos em moeda estrangeira.

O endividamento e o resultado das operacdes sdo afetados
significativamente pelas oscilagdes da taxa de cambio (dé-
lar norte-americano), sendo esse o principal fator de risco
de mercado ao qual a Sociedade esta exposta. A exposicao
cambial liquida é assim resumida:

or of financial institutions in which it deposits resources,
or makes financial investments. In order to mitigate these
risks, the Company has adopted the practice of analyzing
the assets and financial situations of its counterparts, as well
as defining credit limits and continually following up open
positions. Regarding the financial institutions, the Company
only carries out transactions with financial institutions that
have low risk as evaluated by ratings agencies.

Risk of prices for merchandise sold or produced or for
feedstocks acquired

This results from the possibility of oscillations in the market
price of products that are commercialized or produced by
the Company and of other feedstocks used in the production
process. These price oscillations may cause substantial
alterations in the Company’s revenue and costs. In order to
mitigate these risks, the Company continually monitors the
international and local markets, seeking to anticipate price
movements.

Risk of interest rates

This results from the possibility of the Company and its
majority shareholders having gains or losses resulting
from oscillations in the interest rates related to its financial
assets and liabilities. Aiming to mitigate this type of risk, the
Company maintains a continual follow-up of the market.

Risk of exchange rates

This results from oscillations in exchange rates for foreign
currencies used by the Company for acquiring its feedstocks,
for selling products, and for making contracts for financial
instruments, and mainly for loans in foreign currency.

Indebtedness and the vresults of the transactions are
significantly affected by oscillations of the exchange rate
(the North American dollar), and this is the main market risk
factor to which the Company is exposed. The net exchange
exposure is summarized below:
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US$ mil | US$ thousand

2008 2007
Ativos indexados a moeda estrangeira | Assets indexed in foreign currency 4,474 8.524
Passivos indexados a moeda estrangeira - parte relacionada |
Liabilities indexed in foreign currency - related part (56.167) (60.863)
Passivos indexados a moeda estrangeira | Liabilities indexed in foreign currency (97.765) (80.602)
Exposicdo passiva liquida | Net liability exposure (149.458) (132.941)

Durante o exercicio de 2008 a Sociedade contratou opera-
¢Oes de swap para proteger parte de seu risco cambial, cujos
montantes registrados nas demonstragdes de resultado es-
tdo abaixo apresentadas:

During the 2008 fiscal year, the Company made contracts
for swap operations so as to protect part of its exchange
risk, the sums of which were registered in the statements of
the results that are presented below:

2008 2007

Despesas financeiras | Financial expenses
Receitas financeiras | Financial revenue
Total liquido | Net total

Em 31 de dezembro de 2008 a Sociedade nao possui instru-
mentos financeiros derivativos em aberto.

Risco de estrutura de capital (ou risco financeiro)
Decorre da escolha entre capital préprio (aportes de capital
e retencdo de lucros) e capital de terceiros que a Sociedade
faz para financiar suas operacdes. Para mitigar os riscos de
liguidez e a otimiza¢do do custo médio ponderado do ca-
pital, a Sociedade monitora permanentemente os niveis de
endividamento de acordo com os padrdes de mercado.

18. Cobertura de seguros

A Sociedade adota a politica de contratar cobertura de se-
guros para os bens sujeitos a riscos por montantes consi-
derados suficientes para cobrir eventuais sinistros, conside-
rando a natureza de sua atividade. As premissas de riscos
adotadas, dada a sua natureza, ndo fazem parte do escopo
de uma auditoria de demonstracdes contabeis, consequen-
temente ndo foram examinadas pelos nossos auditores in-
dependentes.

(1.167) —
5.603 —
4.436 —

On December 31, 2008, the Company had no derivative
financial instruments in an open position.

Capital structure risk (or financial risk)

This results from the choice between the Company’s
own capital (influx of capital and retention of profits)
and capital from third parties that the Company makes
in order to finance its operations. So as to mitigate the
risks of liquidity and the optimization of average costs of
capital that are contemplated, the Company continually
monitors the levels of indebtedness in accordance with
market standards.

18.Insurance coverage

The Company has insurance policies taken out with the
main insurance companies in Brazil, which were determined
in accordance with the orientation of experts and take into
consideration the nature and the level of risk involved. The
adopted assumptions, given their nature, are not part of the
scope of an audit of financial statements and, accordingly,
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Em 31 de dezembro de 2008, a cobertura de seguros contra
riscos operacionais era composta por valores equivalente a
US$ 260 milhdes para danos materiais, US$ 77 milhdes para
lucros cessantes e US$ 125 milhdes para responsabilidade
civil.

19. Operacoes de vendor

A Sociedade possuia, em 31 de dezembro de 2008, opera-
coes de vendor em aberto com seus clientes no montante
de R$ 40.912 (R$ 26.171 em 2007), nas quais a Sociedade
participa como interveniente garantidora.

20. Fluxo de Caixa
O caixa e equivalentes de caixa sdo constituidos conforme
abaixo:

they were not examined by our independent auditors.

On December 31, 2008, insurance coverage for operational
risks was composed of US$ 260 million for material
damages, US$ 77 for loss of profits, and US$ 125 million
for civil responsibility.

19. Vendor transactions

On December 31, 2008, the Company had outstanding
vendor transactions with its clients in the amount of R$
40,912 (R$ 26,171 in 2007), in which the Company
participated as an intervening guarantor.

20. Cash Flow
Cash and cash equivalents are constituted as shown below:

2008 2007

Caixa e saldo em bancos | Cash and balance

Aplicacdes financeiras de liquidez imediata | Financial applications of immediate liquidity
Caixa e equivalentes de caixa | Cash on hand and cash equivalents

Ativo Imobilizado

Durante o periodo, a Sociedade adquiriu ativo imobilizado
com um custo total de R$ 56.032, fundamentalmente para
a construcdo da planta de Etilbenzeno, iniciada no ano de
2006 e concluida em 2008.

10.134 162
52.086 33.496
62.220 33.658

Fixed assets

During the period, the Company acquired fixed assets
with a total cost of R$ 56,032, basically for building the
ethylbenzene plant, which was begun in 2006 and concluded
in 2008.
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