GERDAU S.A.
Condensed consolidated interim financial statements
as of March 31, 2010 and 2009

Prepared in accordance with International Accogn8tandard N° 34 — Interim Financial Reporting



GERDAU S.A.
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSI TION
in thousands of Brazilian reais (R$
(Unaudited)

CURRENT ASSETS

Cash and cash equivalents
Short-term investments

Held for Trading

Available for sale
Trade accounts receivables, net
Inventories
Tax credits
Prepaid expenses
Unrealized gains on derivatives
Other current assets

NON-CURRENT ASSETS

Long-term investments

Tax credits

Deferred income taxes

Unrealized gains on derivatives
Prepaid expenses

Judicial deposits

Other non-current assets

Prepaid pension cost

Investments in associates and jointly-controlletities
Other investments

Goodwill

Other intangibles

Property, plant and equipment, net

TOTAL ASSETS

Note March 31,2010 December 31, 2009
1,843,702 2,091,944

4 2,306,535 2,619,418
4 308,222 58,296
3,338,737 2,585,709

5 6,220,345 5,751,593
656,014 788,564

80,346 66,761

11 5,194 5,737
240,230 196,664

14,999,325 14,164,686

4 46,299 49,690
497,063 484,434

6 1,447,949 1,347,036
11 19,172 14,297
100,547 99,097

356,435 324,678

236,854 215,251

532,018 516,360

1,233,915 1,199,910

19,874 19,635

8 8,535,973 8,424,341
997,882 992,800

7 16,612,254 16,731,101
30,636,235 30,418,630

45,635,560 44,583,316

The accompanying notes are an integral part oetiandensed Consolidated Interim Financial Statésnen



GERDAU S.A.

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSI TION
in thousands of Brazilian reais (R$

(Unaudited)

Note March 31,2010 December 31, 2009
CURRENT LIABILITIES
Trade accounts payable 2,180,287 1,705,058
Short-term debt 9 1,351,920 1,356,781
Taxes payable 712,407 675,681
Payroll and related liabilities 332,336 354,518
Dividends payable 121,736 365,811
Unrealized losses on derivatives 11 2,330 2,483
Environmental liabilities 8,236 9,835
Other current liabilities 304,635 348,354
5,013,887 4,818,521
NON-CURRENT LIABILITIES
Long-term debt 9 12,653,674 12,563,155
Debentures 10 624,981 600,979
Deferred income taxes 6 2,270,434 2,273,759
Unrealized losses on derivatives 11 107,086 90,377
Provision for tax, civil and labor liabilities 12 506,045 447,171
Environmental liabilities 68,770 66,642
Employee benefits 946,463 961,300
Put options on minority interest 11f 495,674 518,096
Other non-current liabilities 294,207 238,523
17,967,334 17,760,002
EQUITY
Capital 14 14,184,805 14,184,805
Treasury stocks (167,482) (124,685)
Legal reserve 200,205 200,205
Stock options 11,596 9,018
Retained earnings 6,049,772 5,578,045
Other reserves (1,243,093) (1,339,915)
EQUITY ATTRIBUTABLE TO THE EQUITY HOLDERS OFHE PARENT 19,035,803 18,507,473
NON-CONTROLLING INTERESTS 3,618,53 3,497,322
EQUITY 22,654,33 22,004,79
TOTAL LIABILITIES AND EQUITY 45,635,560 44,583,316

The accompanying notes are an integral part oetiandensed Consolidated Interim Financial Statésmen



GERDAU S.A.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME
in thousands of Brazilian reais (R$

(Unaudited)

NET SALES
Cost of sales
GROSS PROFIT
Selling expenses
General and administrative expenses
Other operating income
Other operating expenses
Equity in earnings of unconsolidated companies
INCOME BEFORE FINANCIAL INCOME (EXPENSES) AND TAXES
Financial income
Financial expenses
Exchange variations, net
Gain and losses on derivatives, net
INCOME BEFORE TAXES
Income and social contribution taxes
Current
Deferred

NET INCOME FOR THE PERIOD

ATTRIBUTED TO:
Owners of the parent
Non-controlling interests

Basic earnings per share - preferred and common

Diluted earnings per share - preferred and con

For the Three months period ended

Note March 31, 2010 March 31, 2009
7,107,586 6,967,78¢
18 (5,700,279 (6,226,538
1,407,307 741,241
18 (121,225 (106,165
18 (382,061 (492,201
18 38,608 82,091
18 (16,451 (35421
15,302 (64,963
941,48C 124,58¢
19 75,802 99,372
19 (253,202) (393,034)
19 (70,845) 148,85(
19 1,449 (33,048)
694,684 (53,272)
6 (185,964 55,694
6 64,024 32,577
572,744 34,99¢
504,265 88,432
68,479 (53433
572,744 34,99¢
15 0. 0.0€
15 0. 0.0€

The accompanying notes are an integral part okt densed Consolidated Interim Financial Statémen



GERDAU S.A.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
in thousands of Brazilian reais (R$)

(Unaudited)
For the Three months period ended
March 31, 2010 March 31, 2009
Net income for the period 572,744 34,999
Net unrealized Losses on defined benefit pensiam, jgiross of tax of R$ (11,514) - (33,445)
Cumulative translation difference 184,711 (458,044)
Unrealized Gains (Losses) on net investment hedge (59,700) 32,700
Cash flow hedges
Unrealized (Losses) Gains, gross of tax of R$ @3),@nd R$ 28,860, respectively (33,929) 75,430
Reduced by: reclassification adjustments of gainkidled in net income, gross of tax of R$ 295 893 ,033) - 75,430
Unrealized (Losses) Gains on available for salaries, gross of tax of R$ (86) and R$ 5,540, eetipely (280) 16,788
Income tax relating to components of other comprsive income 12,786 (22,886)
Total comprehensive income for the period, net ofeix 677,22! (354,458
Total comprehensive income attributable to:
Owners of the parent 601,087 (159,812)
Non-controlling interests 76,138 (194,646)
677,22t (354,458

The accompanying notes are an integral part oét@emdensed Consolidated Interim Financial Statts



GERDAU S.A.

CONDENSED STATEMENTS OF CHANGES IN EQUITY
in thousands of Brazilian reais (R$)

(Unaudited)

Balance as of January 1, 2009

2009 Changes in Equity

Net income for the period

Other comprehensive income recognized in the period
Total comprehensive income recognized in the period
Stock option expenses recognized in the period
Stock option exercised during the period
Dividends/interest on capital

Effects over fair value allocation

Non-controlling interest on consolidated entities
Effect of IAS 29 - Hyperinflationary economies atiop
Put options

Balance as of March 31, 2009

Balance as of January 01, 2010

Net income for the period

Other comprehensive income recognized in the period
Total comprehensive income recognized in the period
Stock option expenses recognized in the period
Stock option exercised during the period
Dividendsf/interest on capital

Non-controlling interest on consolidated entities
Effect of IAS 21 - Changes in foreign exchangesate
Put options

Treasury stock

Balance as of March 31, 2010

The accompanying notes are an integral part obt@amdensed Consolidated Interim Financial Statesnen

Attributed to parent company's interest

Other reserves

Gains and losse ~ Gains and losse Cumulative
Treasury Retainec on available for on net investmen  Gains and losse translation Total parent company's Non-controlling
Capital stock Legal reserve  Stock option earnings sale securities hedge on derivatives difference interest interests Total Shareholder's Equity
14,184,805 (122,820) 144,062 1,426 4,841,602 (9,452) ,058) (117,063) 1,877,992 20,166,502 4,877,076 25,043,57
N - - - 88,432 N N N - 88,432 (53,433) 34,999
- - - - (14,128) 10,580 32,700 13,411 (290,807) (248,244) (141,213) (389,457)
- - - - 74,304 10,580 32,700 13,411 (290,807) (159,812) (194,646) (354,458)
N - - 2,086 N N N N - 2,086 = 2,086
- 767 - (238) - - - - - 529 - 529
- - - - (56,816) - - - - (56,816) (7,122) (63,938)
- - - - - - - - - ) )
- - - - 54 - - - 54 (116,746) (116,692)
31,264 31,264 612 31,876
- - - - - - - - - - 1,639 1,639
14,184,805 (122,053) 144,062 3,274 4,890,408 1,128 (601,350) (103,652) 1,587,185 19,983,807 4,560,806 24,544,613
14,184,805 (124,685) 200,205 9,018 5,578,045 1,952 289,65 (22,147) (1,579,370) 18,507,473 3,497,320 22,004,793
N - - - 504,265 - N N - 504,265 68,479 572,744
- - - - (188) (59,700) (13,259) 169,969 96,822 7,659 104,481
N - - - 504,265 (188) (59,700) (13,259) 169,969 601,087 76,138 677,225
- - - 3,130 - - - - - 3,130 - 3,130
- 1,823 - (552) - - - - - 1,271 - 1,271
- - - - - - - - - N (8,313) (8,313)
- - - - (5,182) - - - - (5,182) 28,740 23,558
(27,356) (27,356) (505) (27,861)
- - - - - - - - - 25,156 25,156
- (44,620) - - - - - - - (44,620) - (44,620)
14,184,805 (167,482) 200,205 11,596 6,049,772 1,764 509,9 (35,406) (1,409,401) 19,035,803 3,618,536 22,654,339




GERDAU S.A.

CONDENSED CONSOLIDATED STATEMENTS OF CASHFLOWS
in thousands of Brazilian reais (R$

(Unaudited)

Cash flows from operating activities

Net income for the period

Adjustments to reconcile net income to net cashigeal by operating activities
Depreciation and amortization
Equity in earnings of unconsolidated compani
Exchange variation, net
Gains and losses on derivatives, net
Post-employment bene
Stock based remunerat
Income ta
Gain on disposal of property, plant and pmeént and investmet
(Reversal) Allowance for doubtful accot
Provision for tax, labor and civil clair
Interest income and other financial inco
Interest expen
Reversal of net realisable value adjustrieiriventory

Changes in assets and liabilitie
(Increase) Decrease in trade accounts receit
(Increase) Decrease in invento
Increase (Decrease) in trade accounts pa
(Increase) Decrease in other receive
Decrease in other payables
Distributions from joint-controlled entities
Purchases of trading securities
Proceeds from maturities and sales of trading #teesr
Cash provided by operating activities

Interest paid on loans and financing
Income and social contribution taxes paid
Net cash provided by operating activities

Cash flows from investing activitie:
Additions to property, plant and equipm
Proceeds from sales of property, plant and equiprim@restments and other intangik
Additions to other intangibl
Purchases of available for sale secul
Proceeds from sales of available for sale sece
Interest received on cash investm
Net cash used in investing activitie

Cash flows from financing activities
Purchase of own shai
Dividends and interest on capital p
Payment of loans and financing fi
Proceeds from loans and financ
Repayment of loans and financ
Intercompany loans, net

Net cash used in financing activities

Exchange variation on cash and cash equivalents
(Decrease) Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

The accompanying notes are an integral part obtiGemdensed Consolidated Interim Financial Statesnen

For the Three months period ended

Note March 31, 2010 March 31, 2009
572,744 34,9¢
18 459,754 474,3¢
17 (15,302) 64,9¢
19 70,845 (148,850)
19 (1,449) 33,0¢
(4,50 26,51
4,90 (2,32
121,94 (88,27
6 (1,27 (10,89
(¢ 13,90
58,44 8,64
(61,36 (78,82
19 218,65 315,6(
(25,71 (56,17
1,397,67 586,72
(702,85 163,02
(396,32 2,090,7¢
439,33 (610,34
(99,31 31,6¢
(12,001) nAR3)
28,055 -
(2,432) (41,685)
395,831 291,7C
1,047,976 2,169,1¢
(145,923) (38®1)
(126,793) 7(@04)
775,260 1,814,7:
(233,30 (501,85
2,48 22,5¢
(5,25 (6,02
(300,02 (624,38
54,71 342,14
27 2,4¢
(481,10 (765,01
(44,62 -
(282,46 (106,87
(2,650) -
134,33 320,7¢
(375,75 (1,012,88
4,183 17,4C
(566,972) (76&11)
24,574 (44,204)
(248,242) 223,908
2,091,944 2,026,609
1,843,702 2,250,517




GERDAU S.A.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL STATEMENTS
as of March 31, 2010 and 2009
(in thousands of Brazilian reais — R$, unless othaiise stated)
(Unaudited)

NOTE 1 - GENERAL INFORMATION

Gerdau S.A. is a publicly traded corporat{snciedade anénimayith its corporate domicile in the city of Rio daneiro,
Brazil, and is a holding company in the Gerdau @ravhich comprises subsidiaries, associates antlyjaiontrolled
entities engaged in the production and sale of pteelucts from plants located in Brazil, Argenti@hile, Colombia,
Guatemala, Mexico, Peru, Dominican Republic, UrygMenezuela, United States, Canada, Spain, and. e Gerdau
Group started its path of expansion over a cerdggoyand it is one of the main players in the preoédsonsolidating the
global steel industry. The Company produces comimog steel, special steels and flat steels, mahiyugh the
production process in electric furnaces using sarappig iron that are mostly purchased in thea@n which each plant
operates (mini-mill concept), and also producesl$tem iron ore (through blast furnaces and direduction). Its
products serve the sectors of civil constructiodpstry, automotive and agriculture.

The Condensed Consolidated Interim Financial Statésnof Gerdau S.A and subsidiaries (collectivefemred to as the
“Company”) were approved by the Board of DirectomsMay 5, 2010.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PRACTICE S
2.1 - Basis of Presentation

The Company's Condensed Consolidated Interim Fiab8tatements for the three-month periods endeatiMal, 2010
have been prepared in accordance with the IntemmaltiAccounting StandardiAS) N° 34, that establishes the content of a
condensed interim financial statement. These Caetb@onsolidated Interim Financial Statements shbelread in
conjunction with the Consolidated Financial Stataete®f Gerdau S.A., as of December 31, 2009, wiviete prepared in
accordance with International Financial Reportitgn8ards (IFRS) as issued by IASB..

The preparation of the Condensed Consolidateditmteinancial Statements in accordance with IAS&4uires
Management to make accounting estimates. The Cerdebonsolidated Interim Financial Statements haes prepared
using the historical cost as its basis, excepttfervaluation of certain non-current assets arahfiral instruments.

The same accounting policies and methods of cdlonlavere used in these Condensed Consolidatedrintgnancial
Statements as they were applied in the Consolidatehcial Statements as of December 31, 2009 p¢foethe impact
of the adoption of standards and interpretationsiles described below.

2.2 — New IFRS and Interpretations of the IFRIC (Irernational Financial Reporting Interpretations Committee)

Some new IASB accounting procedures and IFRICpnétations were issued and/or reviewed and havedpigonal or
mandatory adoption for the period beginning on dan(, 2010. The Company's assessment on the iropéeise new
procedures and interpretations is as follows:

Standards and Interpretations in force and or adopéd in advance
IAS 27 — Consolidated and Separate Financial Stateants

In January 2008, the IASB issued a revised versfdAS 27, whose changes are related, primarilgdoounting for non-
controlling interests and the loss of control siudsidiary. This amended Standard must be appligddrs beginning on
or after July 1, 2009. The revised Standard hadteskin changes in the Company’s accounting pedicegarding
increases or decreases in ownership interests guiisidiaries. In prior years, in the absenceetific requirements in
IFRSSs, increases in interests in existing subselarere treated in the same manner as the adguisitsubsidiaries, with
goodwill or a bargain purchase gain being recoghigkeere appropriate. The impact of decreases énésts in
subsidiaries that did not involve loss of conttmifg the difference between the considerationivedeand the carrying
amount of the share of net assets disposed offyaeagnised in profit or loss. Under IAS 27 (20G#8) jncreases or
decreases in such interests are dealt with inyaguith no impact on goodwill or profit or loss. \&fh control of a
subsidiary is lost as a result of a transactioenéwer other circumstance, the revised Standamginesjthat the Group
derecognises all assets, liabilities and non-cdimgointerests at their carrying amount. Any retd interest in the former
subsidiary is recognised at its fair value at tatedhat control is lost. A gain or loss on lossaftrol is recognised in



GERDAU S.A.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL STATEMENTS
as of March 31, 2010 and 2009
(in thousands of Brazilian reais — R$, unless othaiise stated)
(Unaudited)

profit or loss as the difference between the prdsei any, and these adjustments. The adoptidchi®@amendment is
expected to affect the accounting for changes inavship interest in future accounting periods,thatimpact will only be
determined once the detail of future transactisrigibwn.

IFRS 3 — Business Combinations

In January 2008, the IASB issued a revised versfdahe IFRS 3, which deals with the recognition amehsurement in the
financial statements of acquired assets, assuatafities and non-controlling interests, despite goodwill originated in a
business combination and disclosures related teuhfct. These changes are effective for yearnbieg on or after July
1, 2009. The adoption of this amendment is als@ebgul to affect the accounting for business contioina in future
accounting periods, but the impact will only beedetined once the detail of future business comimindtansactions is
known.

IAS 39 — Financial Instruments: Recognition and Meaurement

In July 2008, the IASB issued a revised versiotA& 39 which deals with items eligible for hedgéeTchanges are
effective for years beginning on or after July @0Q. The adoption of this amendment did not haviergract in the
Company's Consolidated Financial Statements.

IAS 39 e IFRIC 9 - Embedded Derivatives

In March 2009, the IASB revised IAS 39 and IFRIGMich deal with aspects related to the recognitibderivatives.
The entity is required to implement these changegdars beginning on or after June 30, 2009. Hupton of these
changes did not have an impact in the Company's@ioiated Financial Statements.

IFRS Annual improvements of April 2009

In April 2009, the IASB revised various standardd iterpretations as follows: IFRS 2, IFRS 5, IRR$AS 1, IAS 7,
IAS 17, IAS 18, IAS 36, IAS 38, IAS 39, IFRIC 9 ERIC 16. The changes in the standards IFRS 2 aS8d3®&\and
interpretations IFRIC 9 and IFRIC 16 are effectif@syears beginning on or after July 01, 2009. ®tieer changes in
standards are effective for years beginning orfter danuary 1, 2010. The adoption of these reguatdid not have an
impact in the Company's Consolidated Financialestaents.

IFRS 2 — Share-based Payment

In June 2009, the IASB revised rule IFRS 2, whiehld with share based payments settled in castier assets, or by
the issuance of equity instruments. This changéféxtive for years beginning on or after JanudryZD10. The adoption
of this revised rule did not have an impact in@wnpany's Consolidated Financial Statements.

IFRS 1 — Additional Exemptions for First-time adopters

In July 2009, the IASB revised standard IFRS 1,chvldeals with additional exemptions for first-titk&RS’ adopters. This
change is effective for years beginning on or afteruary 01, 2010. Because the Company has aleekgfed the IFRS,
the change of this standard did not have an impabe Company's Consolidated Financial Statements.

IAS 32 — IFRS Classification of Rights Issues: Amatment to IAS 32

In October 2009, the IASB revised IAS 32, whichldegith contracts that will or may be settled ie #éntity’s own equity
instruments and establish that rights, options amrants to acquire a fixed number of the entityi;m@quity instruments
for a fixed amount of any currency are equity instents. This change is effective for years begpoin or after February
01, 2010. The adoption of this revised standardchdichave an impact in the Company's Consolidatean€ial
Statements.



GERDAU S.A.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL STATEMENTS
as of March 31, 2010 and 2009
(in thousands of Brazilian reais — R$, unless othaiise stated)
(Unaudited)

IFRIC 17 — Distributions of Non-cash Assets to Owns

In November 2008, the IFRIC issued Interpretatidnwthich deals with the distributions of non-cashkeds to the owners.
The entity is required to implement this Interptieta for years that begin on or after July 1, 200%, earlier adoption is
permitted. The adoption of this Interpretation dat have an impact in the Company's Consolidatedrfeial Statements.

IFRIC 18 — Transfers of Assets from Customers

In January 2009, the IFRIC issued Interpretationvlfich deals with the transfer of assets fromaustrs to the
Company. The entity is required to prospectivelplment this Interpretation for assets receivethfomstomers on or
after July 1, 2009 and earlier adoption is permditiehe adoption of this Interpretation did not haveimpact in the
Company's Consolidated Financial Statements.

Standards and Interpretations of standards not yetn force
IFRS 1 and IFRS 7- Limited Exemption from Comparative IFRS 7 Disclosures for First-time Adopters

In January 2010, the IASB amended IFRS 1 and IFRghith deal with aspects of comparative informatiisclosure of
financial instruments. These changes are effefivgears beginning on or after July 01, 2010. &teption of these
changes will not have an impact in the CompanyissGlidated Financial Statements.

IFRS 9 — Financial Instruments

In November 2009, the IASB issued the standard IBR&hich has the objective of replacing the stathdAS 39 —
Financial Instruments: Recognition and measureneiiree phases. This standard represents thgéirsof phase 1 of
replacement of IAS 39 and addresses the classifitand measurement of financial assets. This atand effective for
years beginning on or after January 01, 2013. Tdragainy is evaluating the effects related to theptido of this standard
and eventual difference in relation to 1AS 39.

IFRIC 19 — Extinguishing Financial Liabilities with Equity Instruments

In November 2009, the IFRIC issued the interpretatFRIC 19, which deals with the issuance of gguistruments by an
entity to its creditor with the objective of settji financial liabilities. This interpretation isfetive for years beginning on
or after July 01, 2010. The adoption of this intetption will not have an impact in the Companym&blidated Financial
Statements.

IFRIC 14 — Prepayments of a Minimum Funding requirement — Amendments to IFRIC 14

In November 2009, the IFRIC amended interpretatidiC 14, which is applied in limited circumstanaglsen an entity
is subject to minimum funding requirements and grenk a payment of contributions in advance to ctivese
requirements. These changes are effective for yegyisining on or after January 01, 2011. The adomif these changes
will not have an impact in the Company's Consoéddtinancial Statements.

IAS 24 —Related Party Disclosures

In November 2009, the IASB revised IAS 24, whiclaldevith disclosures of transactions with relatadips and

relationships between parents and subsidiaries. dif@nge is effective for years beginning on arafanuary 01, 2011.
The adoption of this revised standard will not hamémpact in the Company's Consolidated Finargtialements.

NOTE 3 — CONDENSED CONSOLIDATED INTERIM FINANCIAL S TATEMENTS

The Condensed Consolidated Interim Financial Statgésnncludes Gerdau S.A. and its subsidiarieshiichvit holds
controlling interest.

3.1 - Subsidiaries



GERDAU S.A.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL STATEMENTS
as of March 31, 2010 and 2009
(in thousands of Brazilian reais — R$, unless othaiise stated)
(Unaudited)

The Company did not have material changes of gpation in controlled companies during the perioded March 31,
2010.

3.2 - Jointly-Controlled Entities

The Company did not have material changes of paation in jointly-controlled entities during thegpod ended March
31, 2010.

3.3 — Associate companies

The Company did not have material changes of pation in associate companies during the periatkdrMarch 31,
2010.

NOTE 4 - SHORT AND LONG-TERM INVESTMENTS
Held for trading

Held for trading securities include Bank Deposittifieates and marketable securities investmentschvare stated at
their fair value. Income generated by these investsiis recorded as financial income. On March2810 the Company
held R$ 2,306,535 (R$ 2,619,418 as of Decembe2@19) in trading securities.

Available for sale securities

As of March 31, 2010 the Company held R$ 308,22R58 296 as of December 31, 2009) in availables#&be securities
in current assets and R$ 46,299 (R$ 49,690 as oékeer 31, 2009) in non-current assets, net ofigmvfor losses.

Gerdau Ameristeel

The subsidiary Gerdau Ameristeel invests its exoésash in highly liquid securities classifiedeasilable for sale and
which are recorded at fair value. On March 31, 2B$293,677 had been invested in these types afites.

In previous years, the subsidiary Gerdau Ameristessted its excess of cash in variable intelst bonds and graded as
investment grade, callédiuction Rate Securities” which are recognized aslable for sale securities. On March 31,
2010 Gerdau Ameristeel had US$ 26 million (R$ 46illion) in investments of this nature. These sé&®s could not be
sold over the past few months because sales czdeegded purchase orders. As a result of this,aBehtheristeel is not
able to sell these investments until a future ands successful, the issuer decides to redeera gerities, or if the
securities reach their redemption date in 2025nEkeugh Gerdau Ameristeel intends to sell thegestments as soon as
market liquidity returns, Gerdau Ameristeel recifisd these investments from current to non-curessets. Gerdau
Ameristeel uses appraisal methods that includeeptegl cash flow and similar transactions due tdable of similar
market transactions for measuring the value ofithisstment. On March 31, 2010, as a result of sungtlysis and other
factors related to impairment of assets, Gerdauristee! did not recognize any loss in the “Finaheipense” account,
compared to the same period of 2009. These sexauvifill keep being analyzed each quarter so thsgible new
deterioration can be recognized as well as to ersworrect classification in the balance sheet.

Other available for sale securities

As of March 31, 2010 other available-for-sale s#imstotaled R$ 14,545, which were recorded at fag value and
referred principally to short-term investments hgydGerdau MacSteel North America Inc. (Money Markends) in the
amount of US$ 4.7 million (R$ 8,372). These investis are valued based on market quotations anddhmany does
not intend to hold these securities as permanesstments.



GERDAU S.A.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL STATEMENTS
as of March 31, 2010 and 2009
(in thousands of Brazilian reais — R$, unless othaiise stated)
(Unaudited)

NOTE 5 - INVENTORIES

March 31,2010 December 31, 2009

Finished produc 2,127,560 1,975,0(
Work in progres 1,391,032 1,258,3¢
Raw material 1,388,490 1,213,9¢
Storeroom supplies 1,070,310 1,058, 7¢
Advances to suppliers 192,278 214,4¢
Imports in transit 178,531 181,3:
(-) Provision for market value adjustment (127,856) (150,321)
6,220,345 5,751,5¢

The changes in the provision for adjustment to elavilue are as follows:

Balance as of December 31, 2008 (354,431)
Write-offs 136,211
Provision for the year (80,036)
Exchange rate variation 3,856
Balance as of March 31, 2009 (294,400)
Balance as of December 31, 2008 T (354,431)
Write-offs 196,981
Provision for the year (36,459)
Exchange rate variation 43,588
Balance as of December 31, 2009 (150,321)
Write-offs 29,952
Provision for the year (4,235)
Exchange rate variation (3,252)
Balance as of March 31, 2010 (127,856)

Inventories are insured against fire and floodiFge insurance coverage is based on the amountssksdnvolved.

During the three-month periods ended on March 8102and March 31, 2009 the amounts of R$ 5,7008209R$
6,226,538, were recognized, respectively, as dosdles and freight. As of March 31, 2010, the odstales include the
amounts of R$ 29,952 (R$ 136,211 as of March 3Q@9€elated to inventories permanently writtenaffl R$ 4,235 (R$
80,036 as of March 31, 2009) related to the redmgnof a provision for obsolescence and adjustrt@ntarket value.

NOTE 6 — INCOME AND SOCIAL CONTRIBUTION TAXES

The Company's subsidiaries in Brazil received R®10as of March 31, 2010 (R$ 6,895 as of Marct2B09) of tax
incentives in the form of income tax credits, rethto technological innovation, funds for the rigbf children and
adolescents, PAT (Workers’ Meal Program), and caltand artistic activities. The units of the sulieiy Gerdau Agos
Longos S.A., located in the northeast region ofzBravill receive until 2013, a 75% reduction ircimme tax on operating
profit, which represented R$ 7,051 as of March2®11,0 (R$ 8,476 as of March 31, 2009). The respetéix incentives
were recorded directly in the income and sociatriloution tax account in the statement of income.

As of March 31, 2010, the Company had total tag kesryforwards arising from its operations in BragR$ 441,878 for
income tax (R$ 340,248 as of December 31, 2009 R$846,801 for social contribution tax (R$ 418,28%f December
31, 2009), representing a deferred tax asset dfFR$681 (R$ 122,708 as of December 31, 2009). Tdmpany believes
that the amounts will be realized based on futaxaltle income. In addition to these deferred taetasthe Company has
not recorded a portion of the tax asset of R$ 3B(R% 26,496 as of December 31, 2009), due toattle df opportunity to
use the tax loss carryforwards in one of its subsiEs. Notwithstanding, these tax loss carryfodsado not have an
expiration date.
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As of March 31, 2010, the subsidiary Gerdau Ameeishad R$ 144,973 (R$ 139,992 as of December()2ax losses
on capital losses that were not recognized in ¢melensed consolidated interim balance sheets. Toeses relate
primarily to the write-off of the subsidiary's lotgrm investments and currently have no expiratiate. The subsidiary
had various state tax losses totaling R$ 242,98823¥,674 as of December 31, 2009), which expireasging dates
between 2010 and 2029. The subsidiary also hadBR# 3 (R$ 57,460 as of December 31, 2009) statertatits that
were not recognized in the subsidiary's condensaddiidated interim balance sheet. These creditexpire on varying

dates between 2015 and 2018 except for a portiGt$di2,111 (R$ 11,840 as of December 31, 2009 ;iwihas no
expiration date.

Reconciliation of income tax (IR) and social camtition (CS) adjustments on the net income for lineg-month periods
ended:

March 31, 201( March 31, 200¢
Total Total

Income before income tax 694,684 (53,272)
Statutory tax rate 34% 34%
Income and social contribution taxes at statutorgsrat (236,192) 18,11
Tax adjustment with respect to:
- difference in tax rates in foreign companies 23,788 (38,883)
- equity in subsidiaries 5,203 (22,087)
- interest on equil 2,37
- tax incentive 17 ,9¢ 15,3
- tax deductible goodwill recorded in statutory ke 74,42 71,9:¢
- permanent differences (n (9,50 43,82
Income and social contribution taxes (121,94 88,21
Current (185,964) 55,6¢
Deferred 64,024 3251

NOTE 7 — PROPERTY, PLANT AND EQUIPMENT

a) Summary of changes in property, plant and equipmnt —during the three-month period ended March 31, 2010,
acquisitions amounted to R$ 233,302 (R$ 479,265 &arch 31, 2009), and disposals amounted to R$3L(R$ 14,201
as of March 31, 2009).

b) Capitalized borrowing costs— borrowing costs capitalized during the three-thgreriod ended March 31, 2010
amounted to R$ 15,956 (R$ 25,489 as of March 309R0

c) Guarantees— property, plant and equipment have been pledgedliateral for loans and financing in the amoeffiR$
164,815 as of March 31, 2010 (R$ 218,833 as of beee 31, 2009).

NOTE 8 — GOODWILL

The changes in goodwill are as follows:

March 31, 2010 December 31, 2009
Initial Balance 8,424,341 11,294,102
(+/-) Exchange variation 111,632 (2,591,426)
(+) Additions - 26,111
(-) Write-off / Impairment (304,446)

Final Balance 8,535,973 8,424,341
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The amount of goodwill by segment is as follows:
March 31, 2010 December 31, 2009
Brazil 376,322 376,322
Specialty Steels 1,956,989 1,933,685
Latin American 645,337 682,998
North America 5,557,325 5,431,336
8,535,973 8,424,341
NOTE 9 — LOANS AND FINANCING
Loans and financing are as follows:
Annual
Short term financing in Brazilian reais charges" March 31, 2010 December 31, 2009
Working capite 6.89% 132,57 130,8:
Financing of inve stme 8.78% 194,3¢ 259,7.
Short term financing in foreign currency
Working capital (US$ 3.67% 127,6: 124,8¢
Working capital (€ 3.75% 19,6¢ 93,2
Working capital (Clp$ 1.10% 22,08 18,4(
Working capital (Cop$ 8.62% 117,4¢ 92,7
Working capital (PAS$' 14.33% 3t 4
Working capital (Mxn$) 5.80% 8,731 7,2
Financing of property, plant and equipment and ratt{eS$) 2.67% 6,692 7,6:
629,494 735,1¢
Plus current portion of long-term financing 722,426 621,5¢
Short term financing plus current portion of lorgg#h financing 1,351,920 1,356, 7¢
Long-term financing in Brazilian reais
Working capite 2.76% 96,4¢ 103,6(
Financing of property, plant and equipar 8.22% 1,980,6¢ 1,749,3(
Long-term financing in foreign currency
Working capital (US$) 7.89% 1,158,285 1,141,4
Working capital (€) 3.75% 111,391 149,1:
Working capital (Mxn$) 5.80% 11,075 12,0
Working capital (COP$) 8.62% 310,340 300,4:
Bearer bonds (Perpetual bopdsss) 10.14% 1,070,708 1,046,7¢
Ten Year Bonds (US$) 7.14% 5,038,808 4,840,7
Term Loan Facility (US$) 2.49% 3,009,890 2,942,6:
Advances on export contracts (US$) 5.64% 197,817 514,0:
Financing of investment (US$) 3.18% 83,351 81,4
Financing of property, plant and equipament an@mlfUS$) 6.97% 307,2¢ 303,0¢
13,376,1( 13,184,7:
Less: current portic (722,42 (621,58
Long term financing minus current porti 12,653,617 12,563,1!
14,005,5¢ 13,919,9

Total financing

O Weighted average effective interest costs on M&igh2010.

Loans and financing denominated in Brazilian reagsindexed to the TILP (long-term interest ratachvis established
quarterly by the Federal Government for adjustomggtterm loans granted by the BNDES - National BamkEconomic
and Social Development), or to the IGP-M (generatket price index, a Brazilian inflation rate me@slby Fundagéo

Getulio Vargas).

Summary of loans and financing by currency:
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March 31, 2010

December 31, 2009

Brazilian Real (R$ 2,404,11 2,243 ,4
U.S. Dollar (US$ 11,000,4: 11,002,7:
Euro (€ 131,0¢ 2423
Colombian Peso (Cop$) 439 393,1
Argentine Peso (PA%) 352 4
Chilean Peso (Clp$) B2 18,4
Mexican Peso (Mxn$) (109) 19,3

14,005,594 13,919,9:

Timeline of installments payments of long term Ipamd financing is as follows:

March 31, 2010 December 31, 2009

2011 529,2¢ 677,6t
2012 2,689,3: 2,650,6!
2013 2,360,7: 2,305,9
2014 381,673 378,2!
After 2015 6,692,687 6,550,6:
12,653,674 12,563,1!

Covenants

As a way of monitoring the financial condition betCompany, the banks involved in certain of tharicing agreements
use restrictive covenants.

In the second quarter of 2009 the Company’s managgrhased on projections which took into accoli@teconomic
crisis and its impacts on the steel market worléwimbncluded that there was a possibility thatGbenpany would
temporarily be in default of certain covenantsaoms debt agreements at the end of the third dn fprirters of 2009.

Therefore, as a proactive initiative, the Compayk&d on a proposal for a temporary reset of thenftial covenants and,
during the second quarter of 2009, presented thgosal to its creditors involved in debt facilitesbject to financial
covenants. On June 22, 2009 the Company obtairnzdwead from 100% of the affected creditors, repnéisg 43 banks
and a portion of US$ 3.7 billion of the Companytat indebtedness.

The covenant reset would be in place in case olvarmant breach, which was the case on Septemb&080,

Below are brief descriptions of both the finan@alenants originally required in the Company’s dajpreements as well
as the temporary reset financial covenants.

All covenants mentioned below are calculated basethe Consolidated Financial Statements under 6l R&erdau S.A.,
except item IV, which refers to the consolidatetficial statements of Metallrgica Gerdau S.A..

I) Consolidated Interest Coverage Ratio — meagheeiterest expense payment capacity in reladdeBITDA (Earnings
before Interest, Taxes, Depreciation, Amortizaod Impairment). The contractual ratio indicated the EBITDA for
the last 12 months should represent at least Stohthe interest expense of the same period. Adasth 31, 2010 such
covenant was 3.8 times;

II) Consolidated Leverage Ratio — measures thd k#fugross debt in relation to EBITDA. The contnaattratio indicates
that the gross debt should not surpass 4 timeEBHEDA for the last 12 months. As of March 31, 2G&h covenant was
3.2 times;

1) Required Minimum Net Worth — measures the miinim net worth required in financial agreements. ddwtractual
ratio indicates that the Net Worth must be gretiten R$ 3,759,200. As of March 31, 2010 such lexsd R$ 22,654,339;
and
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IVV) Current Ratio — measures the company’s abititfulfilling its short term obligations. The coattual terms indicates
that the ratio of Current Assets divided by Curdgabilities must be greater than 0.8 times. Addaifrch 31, 2010 the
current ratio was 3.0 times.

Due to non-compliance of the original financial enant described on item | above, comes into fateeting September
30, 2009, the temporary covenant reset, valid Upeigtember 30, 2010, where the covenants desdrilibd items | and I
above are temporarily replaced by the covenantzithesl below:

a) Consolidated Interest Coverage Ratio — EBITDA Fa last twelve months should represent at leadiBés of
the net interest expense (interest expense mibeiest income) of the same period. As of March2B1,0 such
covenant was 5.8 times;

b) Consolidated Leverage Ratio — Net debt (gross ehtis cash and cash equivalents) should not subptises
EBITDA for the last 12 months. As of March 31, 2G@h covenant was 2.2 times;

c) Maximum Gross Debt of US$ 11 billion. As of March, 2010 such debt was US$ 8.0 billion.
Pursuant to the financial agreements, the penattgdn-compliance with such financial covenanthéspossibility of

declaration of default by the creditors and loaagiting its maturity accelerated. The Company expects$o have the
original covenants breached after September 30 aad for the year ending December 31, 2010.

NOTE 10 - DEBENTURES

General Quantity as of March 31, 2010

Issuance Meeting Issued On Portfolio Maturity Annual Chages (*) March 31, 2010 December 31, 2009

3R-Aek May 27, 198 144,00 65,18 June 1, 201 CDI 117,44 115,8¢

7¢ July 14, 198 68,40 58,86 July 1, 201 CDI 33,77 33,8¢

8 November 11, 19¢ 179,96 47,01 May 2, 201. CDI 328,55 313,9¢

9t June 10, 19¢ 125,64 37,75 September 1, 20: CDI 47,58 42,3¢

112-Aetk June 29, 19¢ 150,00 122,77 June 1, 202 CDI 97,62 94,9¢
624,981 600,979
624,981 600,979

Non-currer
(*) CDI - Interbank Deposit Certificate and DI -témbank Deposit

NOTE 11 - FINANCIAL INSTRUMENTS

a) General considerations Gerdau S.A. and its subsidiaries enter into treti@s with financial instruments whose risks
are managed by means of strategies and exposttedinirols. All financial instruments are recordadhe accounting
books and consist mainly of cash and cash equitslshort-term investments, trade accounts recksivahports

financing, prepayment financing, senior notes, perg@l bonds, Ten Years bonds, other financing, mtebes, related-party
transactions, unrealized gains on derivatives,alized losses on derivatives, other accounts rabéy other accounts
payable and put options on minority interests. €lmgerations are non-speculative in nature anthteded to protect the
company against exchange rate fluctuations ondareiirrency loans and against interest rate fltics.

Therefore, some of them are considered hedge metits under hedge accounting and are recordediattrket values.

b) Market value —the market value of the aforementioned financiatruments is as follows:
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March 31, 2010 December 31, 2009

Book Market Book Market

Value Value Value Value
Cash and cash equivalents 1,843,70: 1,843,70 2,091,944 2,091,944
Short-term investments 2,661,056 2,661,056 2,727,404 2,727,404
Trade accounts receivable 3,338,737 3,338,737 2,585,709 2,585,709
Trade accounts payable 2,180,287 2,180,287 1,705,058 1,705,058
Imports financing 1,250,148 1,250,148 1,222,211 1,222,211
Prepayment financing 195,226 195,226 511,316 511,316
Perpetual bonds 1,068,600 084,629 1,044,720 1,069,271
Ten Years Bonds 5,038,808 376,797 4,840,778 5,047,889
Other financing 6,452,812 6,452,812 6,300,9 6,300,911
Debentures 624,98 624,98 600,97 600,97¢
Related parties (assets) 44,72 44,72 49,15 49,15¢
Related parties (liabilities) - - 822 822
Unrealized gains on derivatives 24,361 24,36 20,03 20,03¢
Unrealized losses on derivatives 109,411 109,41 92,86( 92,86(
Other accounts receivable 432,35 432,35 362,76. 362,76:
Other accounts payable 598,84. 598,84 586,055 586,055
Long-term incentive plan - 63,96 - 48,914
Put options on minority interest 495,67. 495,67 518,096 518,096

The market value of Ten-Year bond Securities angdaal bonds are based on quotations in the sacpnoharket for
these securities.

All other financial instruments, which are recoguzn the Consolidated Financial Statements at taeiying amount, are
substantially similar to those that would be ohediiif they were traded in the market. However, beeahere is no active
market for these instruments, differences couldtékihey were settled in advance.

¢) Risk factors that could affect the Company’s andts subsidiaries’ businesses:

Price risk of commodities:this risk is related to the possibility of changegrices of the products sold by subsidiaries of
the Company or in prices of raw materials and oimguts used in the productive process. Sincethsidiaries operate in
a commoditymarket, their sales revenues and cost of saledmayfected by changes in the international pridekeir
products or materials. In order to minimize thikrithe subsidiaries constantly monitor the priagations in the domestic
and international markets.

Interest rate risk: this risk arises from the possibility of losses dains) due to fluctuations in interest rates egjlo the
Company’s liabilities or assets (investments) i tiarket. To minimize possible impacts from inserate fluctuations,
the Company adopts a diversification policy, aléeimy from variable (such as LIBOR and CDI) to fixeites when
contracting debts and hedges and periodically miegqg contracts to adjust them to market.

Exchange rate risk:this risk is related to the possibility of fluctiems in exchange rates affecting financial expsriee
income) and the liability (or asset) balance oftcacts denominated in foreign currency. The Compssesses its
exposure to the exchange rate by subtractingaitsliies from its assets in dollars, having irstikay the net exchange rate
exposure basis, which is the basis subject totsfiea change in the foreign currency. Therefaleng with accounts
receivable originated from exports and investmabt®ad that in economic terms result in a natuzdble, the Company
assesses using hedge operation, more commonlycguesgtions, if the Company has more liabilitieslafiars than assets.

Credit risk: this risk arises from the possibility of the suliafies not receiving amounts arising from salesustomers or
investments made with financial institutions. hd@r to minimize this risk, the subsidiaries adihet procedure of
analyzing in detail the financial position of theirstomers, establishing a credit limit and cortbtanonitoring their
balances. In relation to cash investments, thegamy invests solely in financial institutions witw credit risk, as
assessed by rating agencies. In addition, eachdiakinstitution has a maximum limit for investntedetermined by the
Company’s Credit Committee.
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Capital management risk: this risk comes from the Company's choice in adgp financing structure for its operations.
The Company manages its capital structure, whicisists of a ratio between the financial debts &dwn capital

(Equity, retained earnings, and profit reservesedaon internal policies and benchmarks. The BSfafi®e Scorecard)
methodology has been used in the last 6 yearabmrdte strategic maps with objectives and indisatbthe main
processes. The KPIs (Key Performance Indicatofa)e to the objective "Capital Structure Managetthare: WACC
(Weighted Average Cost of Capital), Total Indeb&ssiEBITDA, Interest Coverage Ratio, and Indebtssltguity Ratio.
The Total Debt is composed of loans and financinudg 9) and debentures (note 10). The Companyltamge its capital
structure depending on economic-financial condg&ionorder to optimize its financial leverage atsddebt management.
At the same time, the Company tries to improv&®i@®CE (Return on Capital Employed) by implementingaaiking

capital management process and an efficient fissdtanvestment program.

The Company seeks to remain between the followargmeters:

WACC between 10% to 13% a year
Gross debEBITDA between 2 and 3 tim
Interest Coverage Ratio greater than 5 times
Debt/Equity Ratio between 40%-60% and 60%-40%

These key indicators are used for the objectivesrilzed above and may not be used as indicatoxslier purposes, such
as impairment tests.

Liquidity risk: the Company's management policy of indebtednessastdon hand is based on using the committed lines
and the currently available credit lines with otheiut a guarantee in export receivables for maimgiadequate levels of
short, medium, and long-term liquidity. The matuiof long-term loans, financing, and debenturespaesented in Notes 9
and 10, respectively.

The Company performed sensitivity analysis, whigh be summarized as follows:

Impact in the net income and statement of compraherincome

Premise Variation March 31, 2010
Changes in foreign currency 5% 202,780
Changes in interest rates 0.10 68,228
Changes in sales price of goods and raw materials 1% 31,932
Interest rate Swaps 0.10 4,863
Currency Swapsnd NDF's Non Deliverable Forwards 5% 5,200

Foreign currency sensitivity analysisthe Company is exposed to variations in foreigmengy, especially in loans and
financing. The sensitivity analysis made by the @any considers the effects of an increase or ectieuof 5% between
the Brazilian real and the foreign currencies arthsautstanding loans and financing on the datbefiondensed
Consolidated Interim Financial Statements. The thpalculated considering such variation in thesiign exchange rate
totals R$ 202,780 as of March 31, 2010 (R$ 199a2a@f December 31, 2009). The Company believeshadollar
appreciation against the Brazilian Real for ther g4 0 will be 1.05%.

The net amounts of accounts receivable and accpagtshle denominated in foreign currency do nosgmerelevant risks
of impacts from the oscillation of the exchangerat

Interest rate sensitivity analysis:the Company is exposed to interest rate risksitoéns and financing and debentures.
The sensitivity analysis made by the Company cansithe effects of an increase or reduction of Coh%utstanding
loans and financing and debentures on the dateed€ondensed Consolidated Interim Financial Statésn&he impact
calculated considering this variation in the ingtmate totals R$ 68,228 as of March 31, 2010 (838 as of December
31, 2009). Because of strong reductions in intésnat interest rates, such as Libor, which occueenind the world
because of the crisis, the Company believes thiieifong term, the curves of interest rates carease again with the
economic recovery.
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Sensitivity analysis of changes in sales price ofqrlucts and price of raw materials and other inputsused in
production: the Company is exposed to changes in the pridéls pfoducts. This exposure is associated with the
fluctuation of the sales price of the Company’sdueis and the price of raw materials and othertgypsed in the
production process, especially because the Compaenates in a commodities market. The sensitiviglysis made by
the Company considers the effects of an increasé areduction of 1% on both prices. The impacasueed considering
this variation in the price of products sold anel raaterials and other inputs totals R$ 31,932 ddath 31, 2010 (R$
25,514 as of March 31, 2009). The company its subsidiariedo not have hedges for commaodities.

Sensitivity analysis of interest rate swapshe Company has an interest rate swaps exposusefiee of its loans and
financing. The sensitivity analysis calculated by Company considers the effects of either an asgrer a decrease of
0.10% in the interest curve (Libor), and its imaatthe swaps mark to market. The calculated itnpasidering this
interest rate variation is approximately R$ 4,88$ 9,040 as of December 31, 2009) which represeniscrease or a
decrease in these swaps mark to market. As of MatcR010, these effects would be recognized innoetme and in the
statement of comprehensive income, in the amodrR$ @84 and R$ 4,079, respectively (R$ 2,075 aBdbR65 as of
December 31, 2009).

Sensitivity analysis of currency swaps and NDF's (bh Deliverable Forwards):the Company has currency swaps
(cross currency swapsnd NDF's exposure to some of its assets anditiab. The sensitivity analysis calculated by the
Company considers an effect of a 5% Real depreaqiati appreciation against these currencies araffésts on these
derivatives mark to market. The calculated imgactsidering this currency rate variation is, aMafch 31, 2010,
approximately R$ 5,200 (R$ 2,960 as of Decembel(®D), which represents an increase or a decnedlsese swaps
mark to market. These effects would be recogningtié statement of comprehensive income.

d) Financial Instruments per Category

Summary of the financial instruments per category:

Assets at fail

value with gaing

Financial assets & and losse

March 31, 2010 Loans and fair value through recognized ir
Assets receivables profit and loss Equity Available for sale Total
Short and long-term investments - 2,306,535 46,299 308,222 2,661,05
Unrealized gains on derivativ - 24,36 - - 24,36
Trade accounts receivable 3,338,737 - - - 3,338,723
Related parties 44,727 - - - 44,72
Other accounts receivable 432,357 - - - 432,35
Cash and cash equivalents 1,843,702 - - - 1,843,7C
Total 5,659,523 2,330,901 46,299 308,222 8,344,94

Liabilities at Liabilities at fair

market value with value with gains

gains and losse and losse Other financial
recognized in the recognized ir liabilities at

Liabilities income Equity amortized cosl Total
Trade accounts payal - - 2,180,28 2,180,28
Imports financing - - 1,250,14 1,250,14
Prepayment financing - - 195,226 195,22
Perpetual bonds - - 1,068,600 1,068,6C
Ten Years Bonds - - 5,038,808 5,038,8C
Other financing - - 6,452,812 6,452,81
Debentures - - 624,981 624,98
Other accounts payable - - 598,842 598,84
Put options on minority interest 954674 - - 495,67
Unrealized losses on derivatives 77,400 32,016 109,41

Total 573,074 3401 17,409,704 18,014,7¢
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Assets at fail

value with gaing

Financial assets & and losse

December 31, 2009 Loans and fair value through recognized ir
Assets receivables profit and loss Equity Available for sale Total
Short and long-term investments - 2,619,418 49,690 58,296 2,727,4C
Unrealized gains on derivativ - 20,03 - - 20,03
Trade accounts receivable 2,585,709 - - - 2,585,7C
Related parties 49,154 - - - 49,15
Other accounts receivable 362,761 - - - 362,7€
Cash and cash equivalents 2,091,944 - - - 2,091,94
Total 5,089,568 2,639,452 49,690 5829 7,837,0C

Liabilities at Liabilities at fair

market value with value with gaing

gains and losse and losse Other financial
recognized in the recognized ir liabilities at

Liabilities income Equity amortized cosl Total
Trade accounts payal - - 1,705,05 1,705,05
Imports financing - - 1,222,21 1,222,21
Prepayment financing - - 511,316 511,31
Ten Years Bonds - - 4,840,778 4,840,77
Perpetual bonds - - 1,044,720 1,044,72
Other financing - - 6,300,911 6,300,91
Debentures - - 600,979 600,97
Related parties - - 822 82
Other accounts payable - - 586,055 586,05
Put options on minority interest 185096 - - 518,08
Unrealized losses on derivatives 81,180 11,680 - 92,86
Total 599,276 11068 16,812,850 17,423,8C

Except for an instrument classified as cash flodges whose effectiveness can be measured andahéshunrealized
losses and/or gains classified directly in Equatyderivative financial instruments are interesgterswaps and NDFs (Non
Deliverable Forwards). These instruments were pimbat fair value and the realized and unrealiaedds and/or gains
were presented in the account "Gains and losségmivatives, net" in the consolidated statemembhcdme.

e) Operations with derivative financial instruments

Risk management objectives and strategie:the Company believes that risk management is itapbfor it to carry out
its strategy for profitable growth. The Compangxposed to market risks that mainly involve flu¢itoias in exchange
rates and interest rate volatility. The objectiveisk management is to eliminate possible unexqebetriations in the
performance of group's companies as a result sfitigtuation.

The objective of derivative transactions is alwesfated to mitigation of market risks as statedtin policies and
guidelines, as well as to manage volatility in finil flows. The assessment of results for eaclraonis measured at the
end of each contract when the derivative contsasettled. The monitoring of the effects of theaagactions is monthly
performed by the Cash Management and Debt Committieieh discusses and validates the marking to etarkthese
transactions. All gains and losses in derivatimaricial instruments are recognized by its fair #aluthe Condensed
Consolidated Interim Financial Statements of thenGany.

By internal policy, the Company does not maintadeht in a currency in which there is no correspmgndash generation.

Policy for use of derivatives:according to internal policy, the financial resultist stem from the generation of cash from
its business and not gains from the financial marlketherefore, considers that the use of derreatshould be for non-
speculative purposes and intended to hedge the &uyrfpom possible exposure to risks. The contrgatiina derivative
must have as corresponding hedged item an uncoessad or liability, provided as the position i$ lewveraged.

Criteria adopted for defining the notional amouhdlerivative financial instruments are linked te #aimount of debt and or
assets.
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Policy for determining fair value: The criterion for determining the fair value arivative financial instruments is based
on the utilization of market curves for each detixadiscounted to present value as of the calaratate. Methods and
assumptions take into consideration the interpmbadf curves, such as in the cas&iOR, and each market where the
company has exposure. Swalpsth on the asset and the liability side, are edtihin separate and discounted to present
value and the difference in the result betweeressities generates the swap's market value

Values are calculated based on models and pricegjawailable in the market and which take intostbgration both
present and future market conditions. Amountgjanss before taxes.

Due to changes in market rates, these amountsheange up to the maturity or in situations of aptited settlement of
transactions.

The derivative transactions may include: interagt swaps, (both in the Libor dollar, as in otharencies) in currency
swap, and NDF's (Non Deliverable Forwards).

Non Deliverable Forwards: The subsidiary Acos Villares S.A. has sale of NDEsignated as cash flow hedge with a
notional value of US$ 68.6 million, equivalent t§ R22,177 as of March 31, 2010 that takes on teeaaye PTAX from
the month before it is due and the bank adoptseal fUS dollar rate for the maturity date. The taalistributed into
tranches in order to cover income from exportirigsrand the last one is due on January 1, 2011 fdihgalue of this
contract on March 31, 2010 is a net gain of R$ %, Thanges in the fair value of the effective mortdf the hedging
instrument were recognized in a specific accourdapfity in the amount of R$ 26,212 (net of tax€sjunterparts to this
transaction include the banks Banco ltal S.A., PBStual, and Unibanco S.A.

Subsidiary Cleary Holdings settled NDF’s (Non Deliable Forwards), which were designated as cashHémlges with
maturity date on February 5, 2010. This operatias wonducted to hedge the exchange exposureagirgements of coal
selling in the external market, which are in USlasl. As of March 31, 2010, the effects of this NiDFhe net income of
the period was a loss of R$ 151 and it was re@dtar the account "Gains and losses on derivathas, Counterpart to
this transaction is Banco de Bogota.

Swap Contracts

I nterest rate swap

The subsidiary Agos Villares S.A. has swaps inatmount of US$ 32.18 million (R$ 57,313 as of MaBdh 2010) in
which the financial charges for export pre-paynemttracts equivalent to LIBOR plus a spread arepped for prefixed
interest rates. The fair value adjustment of thistact as of March 31, 2010, results in a net td$:8$ 2,330.
Counterparties for these transactions include Uniband ABN Amro Bank.

The Company through its subsidiary GTL Equity Inwesnts Corp. contracted exchange swaps based @fBfER with

the bank JP Morgawith maturity dates between September 21, 201(s@wmber 21, 2011. The nominal values of these
contracts together were US$ 300 million (R$ 534,80@f March 31, 20110). This operation was enteredin order to

take advantage of the difference betweeririternal interest rate (exchange coupon) and thereal interest rate

(LIBOR). Because of this, the Company increasesxposure to the Brazil's risk, however, this riskelated to its

business. The fair value adjustment of these caotstis of March 31, 2010 results in a loss of R®8Band a gain of R$
19,172, generating a net gain of R$ 189.

Also through its subsidiary GTL Equity Investme@isrp., the Company has an interest rate swap,thdtbank Calyon
with maturity date on August 15, 2012. The nomirale of this contract is US$ 7.5 million (R$ 1383 of March 31,
2010). Thisswap was contracted in order to minimize the irsierate variation riskLIBOR) since the Company took on
debts in dollars at floating rates. The fair vahwfustment of these contracts as of March 31, 284d0its in a net loss of
R$ 665.

The subsidiary Siderirgica del Perd S.A.A. - Sidefientered into an interest rate swap contractetdyst receives a
variable interest rate based on LIBOR and payseifinterest rate in US dollars. This contracthasminal value of US$
60.71 million, equivalent to R$ 108,125 as of Ma8dh 2010 and maturity date on April 30, 2014. Hvigp was
contracted in order to minimize the risk of inténege fluctuationgLIBOR) since the Company took on debt in dollars a
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floating ratedor an amount greater than the swap. The fair vatijestment of this contract as of March 31, 20€hiits in
a net loss of R$ 7,153. The counterparty to tlsiedaction is Banco Bilbao Vizcaya -BBVA.

The subsidiary Gerdau Ameristeel Corp. enteredantinterest rate swap contract qualified as a ftashhedge in order

to reduce its exposure to the variation in LIBORtfee Term Loan Facility. Sindee Term Loan Facilitywas contracted
at floating LIBOR rates, the Company chose to erghait for fixed rates, thereby improving cash flpredictability, as
well as eliminating the floating LIBOR risk. Therttoacts have a nominal value of US$ 1 billion, vihweas the equivalent
of R$ 1,781 million as of March 31, 2010. Fixedesaforthese swaps are between 3.3005% and 3.7070% anth#tare
from March 2012 to September 2013. If addeth&sspread oL IBOR related to tranche B of the Term Loan Facility, the
interest rate on these swaps would be between 8% %Mhd 4.9570%. The fair value of these swaps daoth 31, 2010,
results in a net loss adjustment of R$ 80,285¢ckvbenerates an effect net of taxes of R$ 58,228 ispecific account of
Equity. The counterparts to this transaction aréNA@nro Bank, HSBC, and JP Morgan.

Guarantee Margins

The Company has derivatives financial instrumeatgracts, which states the possibility of constituiof deposits and/or
guarantee margins when the mark to market valtleske instruments exceeds the limits establisheddh contract. As
of March 31, 2010, there were no margin calls for af the above contracts.

The derivatives instruments can be summarized atetjorized as follows:

Recognized value Fair value

Amount payable

ference Value Net income - three months period ending o Sharehotl's equity Amount receivable
March 31, 2010 __ December 31, 2009

inc g on
March 31, 2010 __December 31, 2003 March 31, 2010 MarG1, 2009 March 31, 2010___December 31, 2009 March 31190__December 31, 2009

Contracts for Asset Protection Position
rward
AGos Villares S.A. Us$ 68.6milion  USS$ 89.1 million i (11,8¢ 26,21 27.1¢ 5,1¢ 6,1¢
Diaco S.A - - - 381
Siderirgica del Pert S.AA. - Siderpert - -
Cleary Holdings - US$14.17 milion as I (58
5 (8,04 6.2) 6.60 1 6.1 (58

Swap contracts

Libor 6M +1.94% R 18 milion  USS 39.18 million (2€ (7€ (233 (247
6.95%

Libor 6M + 0.90% US$60.71 milion  US$ 64.29 roii (1,08 (8.1€ (715 (719
5.50%

Libor 6M37% US$ 1 billion US$ 1 billion (58,22 (38.28 (80.28 (65,85

3.48%
Libor 6M US$ 7.5 millon US$ 7.5 million (s (8¢ (66 (68

9%
451ba. US$ 300 milion US$ 300 million 23 35,4¢ 1917 13,80 (18,98 (16,06

351%a.a.
8 25.8¢ (58,22 (38.28 191 138t 109.41 (9227

14 (33,04 (32,01 (11,68 24,3¢ 20,0t (109.41 92,86

The fair value effects was classified in the Bakasheet as follows:
March 31, 2010 December 31, 2009

Unrealized gains on derivatives

Current assets 5,1¢ 5,7%
Non-current assets 19,172 14,2¢
24,366 20,0:

Unrealized losses on derivatives
Current liabilities (2,330) (2,483)
Non-current liabilities (107,086) (90,377)
(109,416) (92,860)
Net effect (85,050) (72,826)

f) Put options on minority interest

On January 10, 2006, the Company completed itsisiign of 40% of Corporacion Sidenor S.A. (“Sidef)pa Spanish
steel producer with operations in Spain and Brd4ie Santander Group, Spanish financial congloragpatrchased
simultaneously 40% of Sidenor. The acquisitiong@o€ 100% of Sidenor consists of a fixed installinefr€ 443,820
thousand plus a contingent variable installmeiietgaid only by the Company. The fixed price paidie Company on
January 10, 2006 for its stake of 40% in Sidenas €/465,828 thousand (R$ 432,577). The SantandmrmpGras the
option to sell its interest in Sidenor to the Comp& years after the purchase at a fixed price afilxed interest rate, and
Sidenor has the right of preference to purchassetbbares and also may, at any time during thegefithe put option
validity require the Santander Group to exercigepht option before the expiration date. Furtheemtire Company
guaranteed to pay to Santander Group an agreednaiftbe same as the fixed price of the put opti@mtioned above
plus interest accrued using the same fixed inteegs) at any time up to 6 years after exercidiregdption in the event that
Santander Group has not sold the shares acquiraatbpt date. In this case, if the Santander Gregpires payment of
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the guarantee, the Company has the right to ac&idenor's shares or to indicate a third partyctpuae the shares. The
amount received for the sale of shares and divisipail by Sidenor to the Santander Group shoutegib@ursed to the
Company. The potential commitment of the Companguechase from the Santander Group its 40% int@neSidenor
was recorded as a non-current liability under “Gations on minority interest”. As a result of tleeognition of this
potential obligation, the Company has recognize®Sir as a consolidated subsidiary since its aitiguisAs of March
31, 2010, such potential obligation totaled R$ 433,(R$ 449,599 as of December 31, 2009).

Gerdau Ameristeel has the call option for 16% efrimaining stake in Pacific Coast Steel (PCS)¢clvban be exercised
after 5 years from the purchase date, which toakgpbn November 1, 2006. Additionally, the minoshareholders also
have the option to sell the remaining 16% inteie$§tCS to Gerdau Ameristeel, for the establishéckmnd also after 5
years from the date of transaction. The establighieg was set as the EBITDAs average for the thylears ended before
the option exercise, multiplied proportionally byn&the first two years and 6.75 in the last thyears. If Gerdau
Ameristeel does not exercise the call option, tihenminority shareholders are entitled to exerttigeoption to sell their
remaining interest to Gerdau Ameristeel. In casectil/put option is exercised, the other partytiBgated to sell/purchase
the remaining stake. As established by IAS 32 afamal Instruments: Presentation, the Company padd the
reclassification of the exercise value of the ptian from the account “Non-controlling intereste”non-current liabilities
under the account “Put options on minority inteteBy the end of the term established in the put eall option and in
case none of the involved parties exercise itreélstassification will be reversed and the amourthefstake held by PCS
minority shareholders, on the date of the Const#di&inancial Statements, will be recognized asawnrirolling interests.
As of March 31, 2010 the amount recorded as pateoliligation is R$ 48,972 (R$ 56,483 as of Decaniie 2009).

The Company has a call option of 7.25% of Sipard@ernversiones S.A. and the non-controlling shaldghrs of this
entity have the option to sell its 7.25% of its eening interest to the Company. The option canxezaised either by the
Company or the non-controlling shareholders as 260, being this interest must necessarily beiesdjby 2015. The
contract establishes the amount of US$ 6.9 mifR® 12,289 as of March 31, 2010), adjusted by linefation in the
sales level by 10% up or down until the option kereised.

g) Net investment hedge

Based on IFRIC Interpretation 16 issued in July&Ghd substantiated by IAS 39, the Company, oneBaper 30, 2008,
opted to designate as hedge of part of its netsinvents in subsidiaries abroad the operations ofYlear Bonds in the
amount of US$ 1.5 billion, which were made in ortieprovide part of the resources for the acquisitbf Chaparral Steel
Company and Gerdau MacSteel Inc. Based on theat@wmaahd interpretation of standard mentioned abineeCompany
demonstrated high effectivity of the hedge as ftbendebt hiring for acquisition of these compariksoad, whose effects
were measured and recognized directly in Equitpactas from October 1, 2008.

The objective of the hedge is to protect, durirgyeRistence of the debt, the amount of part oflbmpany's investment in
the subsidiaries mentioned above against positidenagative oscillations in the exchange rate. dhjsctive is consistent
with the Company's risk management strategy.

The Company performed retrospective and prospeeffeetiveness tests on March 31, 2010 in compéamith
regulation IAS 39 and demonstrated high effectigsrfer the net investment hedge. As a result sfdperation, the
Company recognized in the statement of comprehemsoome on March 31, 2010 an unrealized loss dBB&R$00 (gain
of R$ 32,700 on March 31, 2009).

h) Measurement of fair value:

IFRS 7 defines fair value as the price that wodddxeived for an asset or paid for transferrifigtality (exit price) in the
principal or most advantageous market for the amskdbility in a regular transaction between n&rgarticipants on the
day of calculation. IFRS 7 also establishes a hibsaof three levels for the fair value, which pitizes information when
measuring the fair value by the company, to maxénie use of observable information and minimizeuse of non-
observable information. This IFRS describes thedHhevels of information to be used to measurevire:

Level 1 - quoted prices (not adjusted) in activekats for identical assets and liabilities.
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Level 2 - Inputs other than quoted prices incluthedevel 1 available, where (non-adjusted) quotedes are for similar
assets and liabilities in non-active markets, beotlata that is available or may be corroboratechéirket data for
substantially the full term of the asset or liakili

Level 3 — Inputs for the asset or liability tha¢ @ot based on observable market data, becausetaatkity is
insignificant or does not exist.

As of March 31, 2010, the Company had some asdathwhe fair value measurement is required orcarriang basis.
These assets include investments in private sezuehd derivative instruments.

Financial assets and liabilities of the Companyasoeed at fair value on a recurring basis and stitgedisclosure
requirements of IFRS 7 as of March 31, 2010, arfelasws:

Fair value measurement

Quoted Prices ir  Sinificant Other

Active Markets Observable Significant
for Identical Inputs Unobservable
March 31, 2010 Assets (Level1) (Level 2) Inputs (Level 3)
Current assets
Short-term investments
Held for Tradin 2,306,53! 2,230,47. 76,06
Available for sal 308,22 14,54 293,67
Derivatives 5,19 - 519
Non-current assets
Long-term investments
Available for sal 46,29! - - 46,29
Derivatives 19,17. - 19,17
Current Liabilities
Derivatives 2,330 - 2,330
Non-current liabilities
Derivatives 107,08! - 107,08
Put options on minority intere
Sidenag 434,41. - - 434,41
PCs 48,97, - - 48,97
Sipa 12,28 - - 12,28
3,290,512 2,245,020 503,519 541,97

Changes in the measurements using significant @medisle inputs (Level 3):
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Assets
Balance as of December 31, 2009 49,690
(-) Interests and other contractual obligations 02,5
(-) Gains and losses on conversion 1,137
(-) Sales of investments (9,030)
Balance as of March 31, 2010 46,299
Liabilities
Balance as of December 31, 2009 518,096
(-) Interests and other contractual obligations 13,6
(-) Gains and losses on convers (26,033
Balance as of March 31, 2010 495,674
541,973

NOTE 12 — PROVISIONS FOR TAX, LABOR AND CLAIMS

The Company and its subsidiaries are parties ticipldand administrative proceedings involving tehor and civil
matters. Based on the opinion of its legal courtdahagement believes that the Provisions recordethése judicial and
administrative proceedings is sufficient to coveshable and reasonably estimable losses from urdalecourt
decisions, and that the final decisions will noténgignificant effects on the financial positiontoé Company and its
subsidiaries as of March 31, 2010.

The balances of the provisions are as follows:

March 31, 2010 December 31, 2009

a) Tax provision

ICMS (state VAT) 55,700 55,448
CSLL (social contribution tax) 56,082 53,259
IRPJ (corporate income tax) 757 -
INSS (social security contribution) 21,381 35,698
ECE (emergency capacity charge) 33,996 33,996
RTE (extraordinary tariff adjustment) 21,895 21,895
Il (import tax)/IP| (excise tax) Drawback 2,570 921
PIS (financing of social integration program)/C OB Ksocial security financing) 138,520 78,950
Other tax provisions 13,906 15,483

344,807 295,650
b) Labor provisions 150,483 141,507
c) Civil provisions 10,755 10,014

506,045 447,171
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NOTE 13 - RELATED-PARTY TRANSACTIONS

a) Intercompany loans
March 31, 2010 December 31, 2009

Assets
Associate Companies
Armacero Ind. Com. Ltda. 2,762 3,019

Controlling shareholders

Metallrgica Gerdau S.A. 1,545 -
Others
Fundagédo Gerdau 39,988 45,942
Others 432 193
44,727 49,154
Liabilities
Controlling shareholders
MetalUrgica Gerdau S.A. - (822)
44,727 48,332
Loans and advances to executives officers 323 323

Three months period ended
March 31, 2010 March 31, 2009
Net financial income (expenses) (877) 3,129

b) Commercial transactions
Income (expenses)
Three months period ended
March 31, 2010 March 31, 2009

Owners
Indac - Ind. Adm. e Comércio S.R. (5,953) (5,321)

© Guarantees granted of loans

c) Guarantees granted

The Company is guaranteed the financing contratftetubsidiary Gerdau Acominas S.A. in the amofii$ 1,250,148
as of March 31, 2010.

The Company is a guarantor for the subsidiary Esgp&derargica del Pert S.A.A. - Siderperu foe@uged loan of up to
US$ 150 million (R$ 267,150 as of March 31, 2000)e Company is also the guarantor for a creditifpaf US$ 70
million (R$ 124,670 as of March 31, 2010).

The Company is a guarantor of associate companystrids Nacionales C. por A. in an agreement witiPBParibas to
finance constructions and auxiliary equipment totaUS$ 25 million (R$ 44,525 as of March 31, 2010)

The Company is the guarantor of the associate coynpana Francisca S.A. for financing contractslioteR$ 46,196 as
of March 31, 2010, corresponding to a joint liahihf 51.82% of the amount.

The Company and the subsidiaries Gerdau Acos Lo8gbs Gerdau Acos Especiais S.A., Gerdau Acomthas,
Gerdau Comercial de Agos S.A., Gerdau Acominas @& Ltd. and Gerdau Ameristeel Corporation arguleantors to
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the subsidiary GNA Partners in financing agreenrettie current amount of US$ 2.75 billion (R$ 3,¥ as of March
31, 2010).

The Company and the subsidiaries Gerdau Acos LoBgbs Gerdau Acos Especiais S.A., Gerdau AcomBAs and
Gerdau Comercial de Agos S.A are guarantors of GrElde Finance Inc. regarding the Ten Years Bondsdramount of
up to US$ 1.5 billion (R$ 2,671,500 as of March 2010).

The Company and its subsidiaries Gerdau Acos LoBgAs Gerdau Acos Especiais S.A., Gerdau AconmBas and
Gerdau Comercial de Acos S.A. are guarantors fod&&eMacSteel Inc. for the financing called Terrd &evolving
Credit Agreement in theamount of up to US$ 1 billion (R$ 178,181 as of tke81, 2010).

The Company provides guarantee for the obligatiaken on by the company Diaco S.A. through a loadenwith BBVA
Colombia bank in the amount of COP$ 61.5 billio$ 2,335 as of March 31, 2010).

The Company provides guarantee for loans and &éoffening of letter of credit for the acquisitidrequipment by the
company Estructurales Corsa, S.A.P.l. de C.V.énaimount of US$ 104 million (R$ 185,685 as of Ma3th2010).

The Company provides guarantee for its subsidiand&u Acos Especiais S.A. in a purchase contraetectric energy in
the total amount of US$ 518 thousand in the fiestry(R$ 1,652 as of March 31, 2010).

The Company provides guarantee for the loan caeiidzy the company Gerdau Acominas S.A with thertAtmerican
Development Bank in the total amount of US$ 200iaml(R$ 356,200 as of March 31, 2010).

The Company provides guarantee to the subsidiarga&eAcominas S.A. in a loan agreement with Ban@dBso S.A. in
the amount of US$ 150 million (R$ 267,150 as of éfad1, 2010).

The Company and the subsidiaries Gerdau Acos Lo8gbs Gerdau Acos Especiais S.A., Gerdau Acomhasand
Gerdau Comercial de Acos S.A are guarantors fod&eHoldings Inc. for the issuance of bonus withaurity of 10
years (Ten Years Bond) totaling US$ 1.25 billioi$(B226,250 as of March 31, 2010).

NOTE 14 — EQUITY — PARENT COMPANY GERDAU S.A.

a) Capital — The Board of Directors may, without need to cleatige bylaws, issue new shares (authorized capital)
including the capitalization of profits and reseswg to the authorized limit of 1,500,000,000 commbares and
3,000,000,000 preferred shares, all without pane/din the case of capital increase by subscrigiforew shares, the right
of preference shall be exercised before the deadlir80 days, except in the case of a public aftgrivhen the deadline
shall not be less than 10 days.

As of March 31, 2010 and December, 31 2009, 4964886common shares and 934,793,732 preferred shages
subscribed and paid up, totaling a paid up capft&$ 14,184,805. The shares are distributed &sisl

Shareholders

March 31, 2010 December 31, 2009

Shareholders Common % Pref. % Total % Common % Pref. % Total %
Metaltrgica Gerdau S.A. 378,218,185 76.2 271,353,662 .029 649,571,847 45.4 378,218,185 76.2 271,353,662 29.0 649,571,847 45.4
Brazilian institutional investors 21,059,485 4.2 13,219 14.9 160,110,704 11.2 20,810,696 4.2 136,854,752 14.6 157,665,448 11.0
Foreign institutional investors 23,175,295 4.7 313,809 33.6 337,084,702 235 24,749,272 5.0 328,887,708 35.2 353,636,980 24.7
Other shareholders 72,435,991 14.6 199,818,676 21.4 282867 19.0 71,110,803 14.3 188,613,613 20.2 259,724,416 18.1
Treasury stock 1,697,538 0.3 10,660,768 1.1 12,358,306 9 0. 1,697,538 0.3 9,083,997 1.0 10,781,535 0.8
496,586,494  100.0 934,793,732 100.0 1,431,380,226 100.0 96,586,494 100.0 934,793,732 100.0  1,431,380,226 100.0

Preferred shares do not have voting rights andatamredeemed but have the same rights as conimaoessin the
distribution of dividends.

b) Treasury stock

Changes in treasury stocks are as follows:
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March, 31 2010

December, 31 2009

Preferred

Opening balance

Repurchases
Exercise of stock option

Closing balance

Common R$ shares R$ Common R$  Preferred shares R$

1,697,538 557 9,083,997 124,128 1,697,538 557 9,274,401 122,263
- - 1,700,000 44,620 - 500,000 11,071
- - (123,229 (1,823 - (690,404 (9,206

1,697,538 557 10,660,768 166,925 1,697,538 557 9,083,997 124,128

On January 25, 2010 and February 26, 2010, thedBufdbirectors authorized a buyback program of @,200 and
500,000, respectively, of preferred shares to iteeLong-term Incentive Program of the Company. atguisition
average cost of these shares was R$ 26.24.

As of March 31, 2010, the Company had 10,660,7&8&pred shares in treasury, totaling R$ 166,928s&lshares will be
held in treasury for subsequent cancelling or sélivice the long-term incentive plan of the Compdhyring the first
quarter of 2010, 123,229 shares were deliverethoexercise of shares options with losses of R &hich were
recorded in the Stock options account. The avepaige of these shares was R$ 14.80, ranging fror6.R$ to R$ 26.19.

NOTE 15 — EARNINGS PER SHARE (EPS)

In compliance with IAS No. 33, Earnings per Shéne,following tables reconcile the net income te &mounts used to
calculate the basic and diluted earnings per share.

Basic

Basic numerator
Allocated net income available to

Common and Preferred sharehol
Basic denominato

Weighted-average outstanding shares, after dedyittm
average tresuary shares

Eamings per share (in R$) — Basic

Three-Month period ended March 31, 2010

Three-Month period ended March 31, 2009

Common Preferred Total

Commor Preferred Total

(in thousands, except share and per share

(in thousands, except share and per share

175,750 328,515 504,265 30,810 57,622 88,42
494,888,956 925,051,839 494,888,956 925,554,718
0.36 0.36 0.06 0.06
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AL STATEMENTS

Diluted

Three-Month period endec
March 31,2010

Three-Month period endec
March 31, 200¢

Diluted numerator

Allocated net income available to Common and Prefeed shareholders
Net income allocated to preferred shareholders

Add:

Adjustment to net income allocated to preferredsimalders in respect to the
potential increase in number of preferred sharéstauding, as a result of optic
granted to acquire stock of Gerd

Net income allocated to common shareholders
Less:

Adjustment to net income allocated to common shadsrs in respect to the
potential increase in number of preferred sharéstauding, as a result of optic
granted to acquire stock of Gerdau.

Diluted denominator

Weighted - average number of shares outstanding

Common Share

Preferred Shar¢
Weighted-average number of preferred shares odistgn
Potential increase in number of preferred sharéstanding in respect of
stock option plan

Total

Eamings per share — Diluted (Common and PrefeStetes

328,515 57.¢
3 3
3288 57k
175,750 30¢
(370) (23)
175,3 30,7
494,888,9 494,888 ¢
925,051,839 925,554,7
2,995,219 1,083,1
928,047,058 926,637 ¢
0. 0

NOTE 16 — LONG-TERM INCENTIVE PLANS

[) Gerdau S.A.

The Extraordinary Shareholders’ Meeting held onilAg0, 2003 decided, based on a previously apprgled and within
the limit of the authorized capital, to grant preéel stock options to management, employees, grleadho render
services to the Company or its subsidiaries, apdeyed the development of the Long-Term IncentikegPam that
represents a new method of compensation of thiegicaofficers of the Company. The options canxer@sed in a

maximum of five years after the grace period.

a) Summary of changes in the plan:

Quantity of shares

Year of Exercise Vesting  Average accrued marke Initial balance on End balance on
grant price - R$ period price December 31, 200 Granted Cancelled Exercised March 31, 2010
2004 6.78 5 years 27.17 1,106,729 (19,126) 1,087,603
2005 1058 3 years 27.17 426,401 (12,336) 414,065
2005 1058 5 years 27.17 1,107,268 - (82,389) 1,024,879
2006 12.86 5 years 27.17 1,682,616 (12,340) (3,114) 1,667,162
2007 1750 5 years 27.17 1,336,760 (9,984) (2,656) 1,324,120
2008 26.19 5 years 27.17 1,128,810 (12,624) - 1,116,186
2009 1491 5 years 27.17 2,246,116 - (22,763) (3,610) 2,219,743
2010 29.12 5 years 27.17 1,208,576 (9,541) - 1,199,035
9,034,700 1,208,576 (67,252) (123,231) 10,052,793
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Year of Exercise Vesting  Average accrued marke Initial balance on End balance on
grant price - R$ period price December 31, 200 Granted Cancelled Exercised December 31, 2008
2003 265 5 years 20.64 62,106 - - (62,106) -

2004 6.78 5 years 20.64 1,349,859 - - (243,130) 1,106,729
2005 1058 3 years 20.64 470,263 - (5,555) (38,307) 426,401
2005 1058 5 years 20.64 1,155,565 - - (48,297) 1,107,268
2006 12.86 5 years 20.64 1,839,817 - (7,097) (150,104) 1,682,616
2007 1750 5 years 20.64 1,455,728 - (12,079) (106,889) 1,336,760
2008 26.19 5 years 20.64 1,180,300 - (13,477) (38,013) 1,128,810
2009 1491 5 years 20.64 - 2,285,238 (35,529) (3,593) 2,246,116

7,513,63¢ 2,285,23 (73,737 (690,439 9,034,70

As mentioned at Note 14, as of March 31, 2010 then@any has a total of 10,660,768 preferred shargeasury. These
shares may be used for serving this plan. The mesof the options before the grace period endduasto retirement
and/or death.

b) Status of the plan as of March 31, 2010:

Grant

2004 2005 2006 2007 2008 2009 2010 Average
Total options granted 1,087,6C 1,438,94 1,667,16 1,324,12 1,116,1¢ 2,219,743 1,199,035
Exercise price- R$ 6.7 105 12.8 175 26.1 14.91 29.12 16.3¢
Fair value of options on the granting date - R$qyion (*) 1¢ 11 4.3 7.6 10.t 6.9¢ 13.07 6.3€
Average exercise period on the grant date (years) 5.00 5.00 5.00 4.9 4.8 4.81 4.8€ 4.92

(*) Calculated considering the mo of Black-Scholes

¢) Economic assumptions used to recognize costxafiployee compensation:

The Company recognizes costs of employee compendadised on the fair value of the options grargedsidering their
fair value on the date of granting. The Companysubke Black-Scholes model for determining the ¥alue of the options.
To determine fair value, the Company used the falig economic assumptions:

Grant 2010 Grant 2009 Grant 2008 Grant 2007 Grant 2006 @&nt 2005 Grant 2004
Dividend yield 2.08% 4.13% 2.81% 4.32% 9.99% 7.90% 7.03%
Stock price volatility 57.95% 57.81% 37.77% 38.72% AUH1 39.00% 43.31%
Risk-free rate of return 12.73% 12.32% 14.04% 12.40% 80%. 8.38% 8.38%
Expected period until maturity 4.9 years 4.9 years ye&rs 4.9 years 4.9 years 4.7 years 4.9 years

The Company settles this employee benefit plandbyering shares it has issued, which are keptaagury until the
exercise of the options by its employees.

II) Gerdau Ameristeel Corporation — (“Gerdau Ameristeel”)

In February 2010, the Board of Directors of Gerdaueristeel approved the adoption of the Equity hiize Plan (the
“EIP™), which is subject to shareholder approv@he EIP is designed to grant awards, as deterntipede Human
Resources Committee of the Board of Directors. Alwamder the EIP may take the form of stock opti&tsck
Appreciation Rights (“SARs"), deferred share uiff3SUs"), restricted share units (“RSUs"), performea share units
(“PSUs"), restricted shares and/or other shareehasgrds. Except for stock options, which mustdidexd in common
shares, awards may be settled in cash or commoessiiehe maximum number of common shares issualdleruhe EIP
is 16,000,000.

For the portion of any award that is payable i@y or SARS, the exercise price of the optionSARs will be no less
than the fair market value of a common share ord#te of the award. The vesting period for Optiand SARs is
determined by the Human Resources Committee aintigeof grant. Options and SARs have a maximuim tefr 10
years. No more than 8,000,000 common shares megbed under the EIP as SARs granted on a stané-bbsis.

With respect to any award granted in the form oUBSRSUs or PSUs, the number of common shares adianda
participant and the vesting period of the awardeiermined by the Human Resources Committee. UhddEIP, no more
than 1,000,000 common shares may be issued as &®lso more than 2,500,000 common shares may lediss
PSUs.

On March 12, 2010, an award of approximately USS Hiillion (R$ 21.0 million as of March 31, 2010asvgranted to
participants under the EIP for 2010, subject taemalder approval of the EIP. The Company issugd8,689 SARs,
277,619 RSUs, and 396,605 PSUs under this plais aard is being accrued over the vesting periods.
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In connection with the proposed adoption of the, e Company terminated the existing long-terneiive plans
(“LTIP") and no further awards will be granted undleese LTIPs. All outstanding awards under LTh#sremain
outstanding until they are exercised, forfeiteégxpire. As of March 31, 2010, there were 3,953 88®Rs, 2,650,443
stock options, and 687,944 phantom shares outstgnaider LTIPs. These awards are accrued ovesetteng period.

An award valued at approximately US$ 10.6 milli&$(18.9 million as of March 31, 2010) was earneganticipants
under the long-term incentive plan in 2008 and grasited as follows: 40% in SARs, 30% in options 8@% in phantom
stock during the three months ended March 31, 200#% Company issued 2,002,116 options as pahi®aivard.

Share Appreciation Rights (SARS)

SARs provide the holder with the opportunity toaige either common shares or a cash payment entiae fair market
value of the Company’s common shares less the gran@. The grant price is set at the closing potthe Company’s
common shares on the grant date. SARs have a ggstiiod of four to five years and expire ten geadter the grant date.
Expenses with this plan are recognized based ofathealue of the awards that are still in thetirggperiod and remain
outstanding at the end of the reporting period. Blaek-Scholes option pricing model is used to glate an estimate of
fair value. The Company has SARs that may béesett shares or in cash. For equity-settled SARsfair value is
estimated only on the grant date. For cash-se®fgds, the fair value is remeasured at each repdite.

The weighted average fair value of SARs granteéhduhe three months ended March 31, 2010 and Hie assumptions
used in the application of the Black-Scholes oppidning model were as follows:

2010
Dividend yield 2.77%
Volatility in the share price 60.99%
Free rate of return risk 2.81%
Expected period to maturity 6.51 years

The Black-Scholes option-pricing model was devetbfoe use in estimating the fair value of tradediaps that have no
vesting restrictions. The model requires the ussubfective assumptions, including expected shace polatility;
historical data has been considered in the dedimitif assumptions.

Restricted Share Units (RSUs)

RSUs entitle their holders to receive a certain Inemnof common shares after a determined vestinggéfhe RSUs have
a vesting period of five years. The holders of R&ge no voting rights, but accumulate additiomaisubased on notional
dividends paid by the Company on its common shatresich dividend payment date, which are reinvesteatditional
RSUs. Expenses related to RSUs are recognizedloveesting period based on the fair value of then@any’s common
shares on the grant date and the awards that peetexl to be granted. The fair value is calculateskd on the closing
price of the Company’s common shares on the NY Sthemgrant date. The weighted average fair valuRSifs granted
was US$ 7.89 for the three months ended March @10.2

PSUs entitle their holders to receive one commamesfor each unit after the vesting period. Thelad of PSUs
accumulate additional units based upon notionatldivds paid by the Company on its common sharesoh dividend
payment date, which are reinvested as additiondlsP¥he percentage of PSUs initially granted ttest wlepends upon the
Company’s performance over the performance petg@aihat pre-established performance goals. Betwéeartd 200% of
the initial amounts can be granted for all grants.

Expenses related to each PSU grant are recogoiazdhe performance period based upon the fairevaf the
Company’s common shares on the grant date anduthéer of units expected to be exercised. The &lirevis calculated
based on the closing price of the Company’s comsiames on the NYSE on the date of grant. The weilyaverage fair
value of PSUs granted was $7.89 for the three nsostded March 31, 2010.

Stock Options
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The stock options have a vesting period of fourgeahe maximum term of an option is 10 years ftbengrant date.
Options under the plan are granted at the closiiog jpf the Company’s common shares on the graet da

There were no stock options granted under the Hifhgl the three months ended March 31, 2010. Taetglate fair
value of stock options granted under the long-trcentive plans during the three months ended Maigi2009 was US$
1.59. The fair value of each option granted isnestéd on the grant date using the Black-Scholasmpricing model with
the following weighted average assumptions usedfants based on the table below.

2010
Dividend yield 3.10%
Volatility in the share price 62.95%
Free rate of return risk 1.99%
Expected period to maturity 6.25 years

Expected volatility is based on historical volayilof the Company’ shares, as well as of other cames that operate in
similar industries. The expected term (in yeardased on historical data to estimate the standdrojgtions exercises.
The expected dividend yield is based on the anmeliate of dividends during the vesting periock Triterest-free risk
rate is based on the rates of United States b@ndgprtional to the expected term of the optiomtgel.

The table below summarizes stock options:

March 31, 2010 December 31, 2009
Average market Average market price in
Number of shares pricein the period Number of shares the period

US$ R$ US$ R$
Available at the beginning of the year 2,828,498 5.79 1031 1,307,036 9.13 15.90
Options granted - - - 2,002,116 348 6.06
Options exercise (178,055) 3.31 5.90 (108,590) 1.98 3.45
Options cancelled - - - (372,064) 6.18 10.76
Options expired - - - - - -
Available at the end of the year 2,650,443 5.96 10.61 2,828,498 5.79 10.08
Shares exercised 1,109,192 665,32(

(a) The weighted-average price of the subsidiastosk at the date of exercise for stock optionsa@sed during the three
months ended March 31, 2010 and 2009 was US$ B@BUS$ 2.04, respectively.

The table below summarizes information on purclg®mns of Gerdau Ameristeel shares available agdasth 31, 2010:

Quantity Average period ol  Average price ol  Number exercisable a

Excercise price range Available grace (in year) exercise March 31, 2010
US$ R$
US$1,38to US$ 3,48 (R$2,46t0 R$ 6 1,894,72 7.8 1.71 3.05 590,94"
US$ 9,50 to US$ 10,90 (R$ 16,92 to R$19,41) 428,140 6.7 3.32 5.91 350,121
US$ 15,86 (R$ 28,25) 327,583 7.9 2.40 4.27 168,125
2,650,443 1,109,19:

During the three months ended March 31, 2010 af8,20e compensation costs recognized by the sabgir all
equity-settled awards were US$ 0.8 million and 0@3%million, respectively. The subsidiary recordeghense of US$ 0.3
million and a reversal of US$ 1.4 million relatedcash-settled awards for the three months endedVgdi., 2010 and

2009, respectively.

As of March 31, 2010 and December 31, 2009, thstandling liabilities for share-based payment tretisas included in
other non-current liabilities presented in the Camps condensed consolidated balance sheets wad @S$nillion and
US$ 21.7 million, respectively. The total intriosialue of share-based liabilities, which particiigamay exercise in cash
was US$ 4.0 million and US$ 1.5 million as of Ma@h 2010 and December 31, 2009, respectively.
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[Il) Gerdau MacSteel Inc. (“Gerdau MacSteel”)

Gerdau Macsteel Inc and its subsidiaries have teng-incentive plans that are designed to rewaedbmpany’s senior
management with bonuses based on the achievemesitiaf on capital invested targets. Bonuses whale been earned
are awarded after the end of the year in the fdroash or stock appreciation rights (“SARs”). Tgwtion of any bonus
which is payable in cash is to be paid in the fofphantom stock. The number of shares of pharstock awarded to a
participant is determined by dividing the cash mamount by the market value of the Gerdau S.A.f@omShare at the
date the award of phantom stock is made, basdgiaverage price of Common Shares in the New Ytw&k3Exchange.
Phantom stock and SAR'’s vest 25% on each of teeféiur anniversaries of the date of the awardniima Stock is paid

in cash when exercised. An award of approximated$ 0.7 million (R$ 1.2 million as of March 31, 20Mas earned by
participants in 2009 and was granted 80% in SARIS296 in phantom stock.

The subsidiary Gerdau MacSteel uses the Black-8shwicing method to determine the fair value o€ktappreciation
rights, recognizing the stock compensation coseagices are provided. The subsidiary used thevidtlg economic
assumptions to recognize the fair value of thesguments:

Dividend yield 1.79%
Volatility in the share price 71.75%
Free rate of return risk 2.94%
Expected period to maturity 5.18 years

As of March 31, 2010 long-term incentive plan cosisyet recorded related to grants still in thecgrperiod amounted to
approximately US$ 2.8 million (R$ 4,939 as of Ma&® 2010), and the average period for recognittiege costs was
5.18 years.

NOTE 17 — SEGMENT REPORTING

The Gerdau Executive Committee, which is compodedast of the senior officers of the Company, spensible for
managing the business.

Beginning the second quarter of 2009, the Boardaygal the proposal of the Gerdau’s Executive Cotesitelated to the
new governance of the Company, which establisheslabusiness segmentation where former segments Stael

Brazil and Acominas Ouro Branco were combined urdgngle business segment, Brazil Operation. Tinent
segments of the Company are as follows: Brazil @yt (includes operations in Brazil, except spécisteels), North
America Operation (includes all operations in Noktherica, except those of Mexico and specialtylst@dacsteel)),
Latin America Operation (includes all operationd.atin America, except Brazil) and Specialty St@gleration (including
specialty steel operations in Brazil, Europe, timitédl States and India).

For comparison, information as of March 31, 2008 wendified with respect to the information origiggdresented in
order to consider the same criteria establisheldFBy 8 and the new business segmentation estathlishthe Gerdau
Executive Committee.

Business Segments
Brazil Oporation North America Operation Taiin America Operation Spocialy Steels Operation. Eliminatons and Adustments Consolidated
March 32009 Warch 317010, March 31, 2000 Warch 31 2010 MaIB1. 2000 Warch 31 2010,
Net sales 2,994,998 2,487,443 1,090,101 308 X Ny 434 291, 107 967,
Cost of sales (2.211,417) 1.873.466) (1.806.967) 2.297,670) (688.185) (963,589) 1.138612) (1312.05) 144,902 220,241 (5700279 (6.226.538)
Gross profit 783581 613,977 192,224 100,372 114,247 (51,840) 26,000 120.270) 21165 59,008 1.407.307 ‘
Selling expenses (68.344) (54,769 (19.412) (13364) (15.747) (19.310) (7.721) (18.720) ) @ (121,225) (106,165)
General and administrative expenses (177.961) (219,371) (94,861) (128.994) (30942) (48,290) (61.630) (88.439) (16,667) (7107) (382.061) (492.201)
Other operating income (expenses) (34.266) 2741 4,695 (5292) 3,682 161 (14,202) 7,415 62,248 41645 22157 46,670
earmings of unconsolidated compa - - 13,868 23,668) 3,969, 37.256) (5.725) (5,050) 3,100, 1015 15302 64,963)
al (Loss) income before financial incomepnses) and taxes 503,010 342578 96514 (70,946) 75,200 7156.535) 196,812 (125.066) 69,935 134,559 541,480 124,568
e 29,900 35,008 749 5443 10,557 2,999 58,695 17878 (24,099) 38,044 75,802 99,372
(17.767) (102221) (58483) (97,054) r.172) (52,701) (57.159) (80315) (42621) (60.743) (253202) (393,034)

(®0.631) 120077 (3477) 6299 10194 (23.753) (2027) 6161 5096 40066 (70845) 148,850
Gain and losses on derivatives, net - - (1.246) (3:337) 511 (12,681) 2184 34613 Ladg (33.048)
Income before: 372510 342,799 305 WE6.256) 77542 @34,337) 166 832 1154025 T0.495 186,539 94,684 ©3.272)
Income and social contribution taxes 98.069) (100,549) 7561 78088 ©1312) 2346 (60,307 67116 50187 41270 (121940) 88271
Netincome 276,443 244,250 2864 TBL70) 56,230 @1 981) 136 525 126,909 60,682 727,809 572,744 34.599

Supplemental i
Net sales betwes 492,951 405,076 48,485 - 8,091 63,008 20,766 115754 2,151 720,198 436,084
Depreciation/amoriization 229765 165,804 110652 159,340 32,963 17,421 92,920 122249 (65546) 9572 450,754 474,386
tments in assaciates and jointly-controlleties - - 251,681 352,133 857,919 1,102,133 11441 100368 112874 95260 1233915 1,649,894
Total assets 13640973 13575698 13163546 19,758,903 4,839,060 5,929,221 10,804,377 11,012652 3,187,604 5821,707 45,635,560 56,104,181
Total labilties. 5,422,991 7,108,114 6,032,679 10,604.232 1,580,379 2,265,986 5.879,647 5,941,751 4,065,525 5671361 22981221 31,591,444

The main products by business segment are:
Brazil Operation: rebar, bars, wire rod, shapeswdrproducts, billets, blooms, slabs, wire rod sindctural shapes.
North America Operation: rebar, bars, wire rodhiignd heavy structural shapes.
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Latin America Operation: rebar, bars and drawn potsl
Specialty Steel Operation: stainless steel, rosqdare and flat bars, wire rod.

The column of eliminations and adjustments inclutheselimination of sales between segments appédalthe Company
in the context of the Condensed Consolidated Imi€inancial Statements.

The Company's geographic information with reveralassified according to the geographical regionnetiee products
were shipped is as follows:

Geographic Area

Brazil Latin America North America Europe Consolidated

March 31, 2010 March 31, 2009, March 31, 2010 March 32009 March 31, 2010 March 31, 2009 March 31, 2010 Mais1, 2009 March 31, 2010_ March 31, 2009

Net sales 3,402,044 2,843,433 802,432 911,749 2,508,804 2,729,667 394,306 282,936 7,107,586 6,967,785
20,540,092 21,932,547 4,839,060 5929,221 17,651,244 24,313,727 2,605,164 3,928,686 45,635,560 56,104,181

Does not include operations of Bri
% Does not include operations of Mex

The disclosure of the revenue by products is nesgmted because such information is not retainebdebompany on a
consolidated basis and the cost to develop it wbaléxcessive. The Company has this informatiop iorvolumes.

NOTE 18 — EXPENSES BY NATURE

The Company opted to present its Consolidated i@&ieof Income by function. As required by IFRS @onsolidated
Statement of Income by nature is as follows:

Three-Month period ended

March 31, 2010 March 31, 2009

Depreciation and amortization (459,75 (474,38
Labor expenses (977,30 (1,033,19
Raw material and consumption material (3,909,085) (4,408,194)
Freight (346,467) (2%12)
Other expenses (488,797) (611,885)

(6,181,408) (6,772
Classified as:
Cost of sales (5,700,27 (6,226,53
Selling expenses (121,22 (106,16
General and administrative expenses (382,06 (492,20
Other operating income 38,6C 82,0¢
Other operating expenses (16,45 (35,42

(6,181,408) (6,77342

NOTE 19 — FINANCIAL INCOME

The amounts recorded as "Financial Income" inclit®mme from short-term investments in the amodiR$ 55,875 (R$
76,615 as of March 31, 2009) and interest inconteadiner financial incomes in the amount of R$ 19,6R$ 22,757 as of
March 31, 2009).

The amounts recorded as "Financial Expenses" iacliderest on the debt in the amount of R$ 218(&%7315,604 as of
March 31, 2009) and monetary variation and oth@arfcial expenses in the amount of R$ 34,545 (R&307as of March

31, 2009).

The amounts recorded as "Exchange Variation, netlide principally the exchange variation of expedeivables,
import payables, and debts in foreign currency. @dehange variation totaled an expense of R$ 70a84% March 31,
2010 (income of R$ 148,850 as of March 31, 2009).
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The gains and losses on derivatives, net includent® and expenses arising from fluctuation in dlees of derivatives.
As of March 31, 2010, the gains and losses witivegves, net total an income of R$ 1,449 (expenfde$ 33,048 as of
March 31, 2009).

NOTE 20 - SUBSEQUENT EVENTS

I) On May 3, 2010, the Company proposed to anticigateends to be paid on income of the three mep#riod ended
March 31, 2010, which will be calculated and credibn the shareholding interest owned on May 1I02it the amount
of R$ 170,295 (R$ 0.12 per common and preferrede3haith payment scheduled for May 27, 2010. Theseunts will
constitute payment in advance of the minimum dindeestablished by the Company’s bylaws, and wiklbmitted to
the approval of the Board of Directors on May 61@0
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