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INDEPENDENT AUDITORS” REPORT

To the Shareholders and Board of Directors of
Saraiva S.A. Livreiros Editores
S&o Paulo - SP

1. We have audited the accompanying individual (Company) and consolidated balance sheets
of Saraiva S.A. Livreiros Editores (the “Company”) and subsidiary as of December 31, 2009
and 2008, and the related statements of income, changes in shareholders’ equity (Company),
cash flows and value added for the years then ended, all expressed in Brazilian reais and
prepared under the responsibility of the Company’s Management. Our responsibility is to
express an opinion on these financial statements.

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

3. In our opinion, the financial statements referred to in paragraph 1 present fairly, in all
material respects, the individual (Company) and consolidated financial positions of Saraiva
S.A. Livreiros Editores and subsidiary as of December 31, 2009 and 2008, and the results of
their operations, the changes in its shareholders’ equity (Company), their cash flows and the

value added in operations for the years then ended, in conformity with accounting practices
adopted in Brazil.

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

S30 Paulo, March 17, 2010

. 7 et 5
/ e Doecche Dohea ?;n_, gpeviceo |
ELOITTE TOUCHE TOHMATSU Mauricio Pires de Andrade Resende
Auditores Independentes Engagément Partner
Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, and its network of member firms, Member of
each of which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed Deloitte Touche Tohmatsu

description of the legal structure of Deloitte Touche Tohmatsu and its member firms.
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SARAIVA S.A. LIVREIROS EDITORES

BALANCE SHEETS AS OF DECEMBER 31, 2009 AND 2008

(Amounts in thousands of Brazilian reais - R$)

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Trade accounts receivable

Inventories

Recoverable taxes

Deferred income tax and social contribution
Other receivables

Prepaid expenses

Total current assets

NONCURRENT ASSETS

Loans to subsidiary

Deferred income tax and social contribution
Judicial deposits

Recoverable taxes

Receivables for sale of property and equipment
Other

Investments:
In subsidiary
Other
Property and equipment
Intangible assets
Total noncurrent assets

TOTAL ASSETS
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Company Consolidated
2009 2008 2009 2008
30,063 31,730 38,762 37,823
62,974 64,162 216,331 199,643
102,779 82,381 297,597 216,331
5,824 4,780 24,154 19,211
630 1,174 12,345 10,923
8,116 2,178 13,592 5,690
53C 123 84t 367
210,91t 186,52¢ 603,62t 489,98t
6,964 52,167 - -
741 1,324 19,692 19,454
8,512 7,240 9,950 7,986
- - 8,954
1,535 4,192 1,535 4,192
30 13: 42 14t
17,782 65,056 40,173 31,777
242,138 178,778 - -
408 408 543 543
18,575 18,327 104,331 67,682
21,49% 19,97¢ 94,902 92,45!
300,400 282,545 239,949 192,453
511,316 469,073 843,575 682,441

The accompanying notes are an integral part otfirancial statements.

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

Trade accounts payable

Loans and financing

Payroll and related charges
Taxes payable

Provision for income tax and social contribution
Copyrights payable
Management profit sharing
Dividends and interest on capital
Other payables

Total current liabilities

NONCURRENT LIABILITIES

Loans and financing

Deferred income tax and social contribution
Reserve for contingencies

Taxes payable

Other payables

Total noncurrent liabilities

NONCONTROLLING INTEREST

SHAREHOLDERS' EQUITY
Paid-up capital

Treasury shares

Earnings reserve

Total shareholders' equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY
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Company Consolidated
2009 2008 2009 2008
35,655 49,160 197,851 173,927
10,344 11,269 81,458 42,317
6,755 5,832 14,774 12,521
1,651 1,742 5,719 4,669
703 4,703 703 4,703
6,342 10,803 7,090 11,515
4,065 3,956 4,065 3,956
20,724 19,776 20,724 19,776
2,631 6,864 19,342 21,726
88,870 114,105 351,726 295,110
43,203 10,247 92,348 21,822
7,741 5,891 20,817 13,034
1,276 1,258 2,844 5,578
958 1,481 958 2,618
137 209 5,688 8,336
53,31¢ 19,08¢ 122,65! 51,38¢
- - 63 61
190,978 147,774 190,978 147,774
(2,870) (2,870) (2,870) (2,870)
181,02: 190,97¢ 181,02: 190,97¢
369,131 335,882 369,131 335,882
511,316 469,073 843,575 682,441




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

SARAIVA S.A. LIVREIROS EDITORES

STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
(Amounts in thousands of Brazilian reais - R$, @x@arnings per share)
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GROSS REVENUE FROM SALES

DEDUCTIONS FROM GROSS REVENUE
Sales taxes (ICMS, PIS, COFINS and ISS)

NET REVENUE

COST OF SALES AND SERVICES

GROSS PROFIT

OPERATING (EXPENSES) INCOME

Sales

General and administrative expenses

Management compensation

Stock option plan 18.f
Depreciation and amortization

Equity in subsidiary 10
Other operating income (expenses), net 20
INCOME FROM OPERATIONS BEFORE FINANCIAL INCOME (BXENSES)
FINANCIAL INCOME (EXPENSES)

Financial income 21
Financial expenses 21

INCOME BEFORE INCOME TAX AND SOCIAL
CONTRIBUTION

INCOME TAX AND SOCIAL CONTRIBUTION
Current 15.b
Deferred 15.b

INCOME BEFORE MANAGEMENT PROFIT SHARING
MANAGEMENT PROFIT SHARING

INCOME BEFORE NONCONTROLLING INTERESTS
NONCONTROLLING INTERESTS

NET INCOME

EARNINGS PER SHARE - R$

NUMBER OF OUTSTANDING SHARES (IN THOUSANDS)

The accompanying notes are an integral part oetfirancial statements.

Company Consolidated
2009 2008 2009 2008
335,757 352,317 1,317,109 1,153,682
(132) (115) (64,120) (60,204)
335,625 352,202 1,252,989 1,093,478
(103,708) (114,925)  (692,424) (584,245)
231,917 237,277 560,565 509,233
(111,740) (104,079)  (350,207) (255,274)
(44,880) (40,405) (94,370) (111,436)
(5,725) (4,646) (10,095) (7,126)
(966) (869) (966) (869)
(4,637) (7,341) (21,420) (18,669)
5,360 16,497 - R
10,114 (793) 14,078 (876)
(152,474) (141,636)  (462,980) (394,250)
79,443 95,641 97,585 114,983
3,488 9,873 2,531 6,863
(9,930) (8,044) (23,079) (18,741)
(6,442) 1,829 (20,548) (11,878)
73,001 97,470 77,037 103,105
(12,952) (20,857) (13,840) (27,184)
(2,977) (624) (6,123) 73
57,072 75,989 57,074 75,994
(4,065) (3,956) (4,065) (3,956)
53,007 72,033 53,009 72,038
- - (2) (5)
53,007 72,033 53,007 72,033
1.88 2.55
28,230 28,230




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

SARAIVA S.A. LIVREIROS EDITORES

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

Note
BALANCES AS OF DECEMBER 31, 2007
Net income for the year
Stock option plan 18.f
Proposed allocation of net income:
Legal reserve 18.cle
Transfer to income reserves 18.e
Interest on capital 18.c
Dividends 18.c
BALANCES AS OF DECEMBER 31, 2008
Capital increase - Extraordinary Shareholders' Mgételd on April 23, 2009 18.a
Net income for the year
Stock option plan 18.f
Proposed allocation of net income:
Legal reserve 18.cle
Transfer to income reserves 18.e
Interest on capital 18.c

BALANCES AS OF DECEMBER 31, 2009

The accompanying notes are an integral part ottfieancial statements.

Earnings reserve

Paid-up Treasury Legal Income Reserve for Retained

capital shares reserve reserve stock option plan earnings  Total

147,774  (2,870) 15,725 120,890 371 866 282,756
- - - - - 72,033 72,033
- - - - 869 - 869
- - 3,602 - - (3,602) -
. ; - 49,521 - (49,521) -
. . - - - (17,785) (17,785)
. . - - - (1,991) (1,991)

147,774 (2,870) 19,327 170,411 1,240 - 335,882

43,204 - - (43,204) - -
- - - - - 53,007 53,007
- - - - 966 - 966
- - 2,650 - - (2,650) -
- - - 29,633 - (29,633) -
R - - - - (20,724) (20,724)

190,978 (2,870) 21,977 156,840 2,206 - 369,131




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

SARAIVA S A. LIVREIROS EDITORES

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

(Amounts in thousands of Brazilian reais - R$)

CASH FLOW FROM OPERATING ACTIVITIES
Net income for the year

Adjustments to reconcile net income to net cashigea by

(used in) operating activities:

Depreciation and amortization (including amountdted to cost)

Deferred income tax and social contribution
Allowance for doubtful accounts
Equity in subsidiaries

Realization of goodwill on acquisition of companies

Proceeds from sale of property and equipment

Financial charges and exchange variation on intepemy balances,

financing, loans and taxes payable
Stock option plan
Other provisions
Noncontrolling interests in subsidiaries
Decrease (increase) in assets:
Trade accounts receivable
Receivables from subsidiary due to sales of goods
Dividends received from subsidiary
Inventories
Other receivables
Increase (decrease) in liabilities:
Trade accounts payable
Income tax and social contribution
Payment of interest on financing
Other payables

Net cash provided by (used in) operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property and equipment
Acquisition of companies

Sale of property and equipment

Net cash provided by (used in) investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Capital contribution to subsidiary

Payment of dividends and interest on capital
Loans and financing - BNDES

Loans and financing

Loans to subsidiary, net of amounts returned
Amortization of loans and financing

Net cash provided by (used in) financing activities

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

STATEMENT OF CHANGES IN CASH AND CASH EQUIVALENTS

Beginning balance
Ending balance

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

The accompanying notes are an integral part ogtfieancial statements.
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Company Consolidated
2009 2008 2009 2008
53,007 72,033 53,007 72,033

4,865 7,512 22,747 19,218
2,977 624 6,123 (15,540)
1,269 1,701 2,139 3,059
(5,360)  (16,497) - -
- - - 15,455
(10,248) (480) (10,940) (1,084)
(766) (3,556) 2,741 740
966 869 966 869
1,510 5,101 6,388 9,232
- - 2 5
2,521 26,059 (18,827) (25,711)
(2,602) 240 - -
- 4,335 - -
(20,398) (22,387) (81,266) (87,252)
(2,642) (4,827) (18,555) (17,178)
(13,505) 19,858 23,924 67,381
(4,000) (5,096) (4,000) (7,386)
(2,749) (2,658) (7,042) (4,590)
(6,766) 3,141 (4,999) (10,391)
(1,921) 85,972 (27,592) 18,860
(7,986) (10,062) (66,791) (36,508)
- - - (51,140)
8,629 736 9,339 1,858
643 (9,326) (57,452) (85,790)
- (90,000) - -
(19,776)  (18,887) (19,776) (18,891)
41,498 1,017 83,364 8,237
- - 77,000 52,335
(10,923)  (34,398) - -
(11,188)  (11,122) (54,605) (56,555)
(389) (153,390) 85,983 (14,874)
(1,667) (76,744) 939  (81,804)
31,730 108,474 37,823 119,627
30,063 31,730 38,762 37,823
(1,667) (76,744) 939  (81,804)




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

SARAIVA S A. LIVREIROS EDITORES

STATEMENTS OF VALUE ADDED
FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008
(Amounts in thousands of Brazilian reais - R$)

VALUE ADDED CREATED
Sale of products, goods and services
Allowance for doubtful accounts, net of reversals

Other operating income

INPUTS PURCHASED FROM THIRD PARTIES
(Include recoverable or unrecoverable taxes)
Raw materials consumed

Cost of sales and services

Materials, electric energy, outside services aherot
Other operating expenses

GROSS VALUE ADDED CREATED

RETENTIONS

Depreciation and amortization (including amounbeated to cost)
VALUE ADDED CREATED

VALUE ADDED RECEIVED IN TRANSFER

Equity in subsidiary
Financial income

VALUE ADDED FOR DISTRIBUTION

VALUE ADDED DISTRIBUTED

Personnel - payroll and related charges
Government - taxes and contributions
Lenders - financial expenses, excluding IOF

Lessors - rentals

Shareholders - dividends and interest on capital
Management profit sharing

Noncontrolling interests

Shareholders - recognition of income reserve, thioly stock options

The accompanying notes are an integral part ogtfiancial statements.

Company Consolidated

Note 2009 2008 2009 2008

335757 352,317 1,317,100 1,153,682
(1,269)  (1,701)  (2,139) (2,845)
12,483 1,441 22,287 4,487

346,971 352,057 1,337,257 1,155,324

(36,108) (63,449)  (24,402)  (49,240)

(165) (140)  (661,120) (534,246)
(157,317) (139,707) (303,369) (253,103)
(1,352) - (1,369) (362)

152,029 148,761 346,997 318,373

(4,693)  (7,358)  (22,306)  (18,843)

147,336 141,403 324,691 299,530

10 5,360 16,497 - -
21 3,488 9,873 2,531 6,863
8,848 26,370 2,531 6,863

156,184 167,773 327,222 306,393

60,886 54,452 140,978 117,109

22,790 26,038 65,738 64,495

21 9,514 7,972 21,209 16,420
5,922 3,322 42,223 32,375

c 18. 20,724 19,776 20,724 19,776
4,065 3,956 4,065 3,956

- - 2 5

18.e 32,283 52,257 32,283 52,257

156,184 167,773 327,222 306,393




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

SARAIVA S.A. LIVREIROS EDITORES

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

1. OPERATIONS

Saraiva S.A. Livreiros Editores (the “Company”) psimarily engaged in publishing
elementary and high school textbooks, supplememxiipooks, legal books and economics
and management books, development of digital corstewell as development of content
for the “Etico” teaching system, comprising a didaenaterial portfolio to be used by
elementary and high schools and pre-admission esuts universities. The Company
experiences seasonality in its business, with aB0% of its sales concentrated in the first
and last quarters of the year. This sales condeniregs due to two factors: (i) the back-to-
-school period in the first quarter; and (ii) tredesof textbooks to the government in the first
and fourth quarters of the year.

Saraiva e Siciliano S.A. (“Livraria”), a subsidiany the Company, is engaged in retail sale
of books, DVDs, music, periodicals, stationery, timudia and computer and electro-

electronic products. Distribution is conducted tigb an Internet-based sales platform and a
chain of 100 stores, of which 39 are megastoresarg3conventional stores and 8 are
franchises.

2. PRESENTATION OF FINANCIAL STATEMENTS

The Company’s and its subsidiary’s individual amshsolidated financial statements have
been prepared in accordance with accounting pesctidopted in Brazil, in compliance with
the provisions of Corporate Law and Brazilian S#ms and Exchange Commission
(CVM) and including all changes in accounting pices introduced by Laws 11638/07 and
11941/09.

3. SIGNIFICANT ACCOUNTING PRACTICES

a) General principles

Results of operations are determined on the acbask. Sales revenues and costs are
recorded upon the transfer of risks and benefge@ated to the products and services.

b) Current and noncurrent assets
» Cash and cash equivalents

Comprises cash balances, bank deposits and shortiterestments. Short-term
investments can be immediately converted into awkn@ash amount and are
subject to immaterial risk of change in value. Jédshort-term investments refer to
bank certificates of deposit (CDBs) and repurchagsgeements, which are
characterized by the sale of a bond with the comenitt of the seller (bank) to buy
it back and of the buyer to resell it in the future



Saraiva S.A. Livreiros Editores

Trade accounts receivable and allowance for douatitounts

Trade accounts receivable are recorded and statelances sheets at their original
amounts. Accounts receivable are controlled byg@gnd an allowance for losses is
recognized for receivables past due for more th&0 Hays. Uncollectible
receivables are charged directly to income.

Receivables are not adjusted to present valueegshlve a short-term maturity and
do not materially impact the financial statements.

Inventories

Stated at average acquisition or production cess &llowance for adjustment write-
-down to fair or realizable value, when lower, alldwance for losses with slow-
-moving items, excessive, or not realizable, basegeriodic analysis conducted by
Management.

Other noncurrent assets
Recorded at cost or at the net realizable valuenvihe latter is lower.
Investments

Investments in subsidiary are accounted for unber equity method, and other
investments are stated at cost, less a provisiowrite-down to market value, when
applicable.

Property and equipment and intangible assets

Stated at acquisition or construction cost, legsra®ation and amortization and,

when applicable, provision for reduction to recase value. Depreciation and

amortization are calculated under the straight-imethod, based on the estimated
useful lives of the assets and rights. Livrariasilities and leasehold improvements
are depreciated over the shortest of the leasedethe economic useful lives of the

assets.

Carrying amounts of intangible assets with a deffinseful life and property and

equipment indicating impairment losses are revieteethake sure that a provision
for losses in their carrying amount in relatiorthe recoverable value is recognized
in the statements of income.

The cash generating units defined by Management @wsetl to evaluate the
recoverability of the carrying amount of the rethtassets correspond to the
operation of the Company and each of the storebsttenwebsite “Saraiva.com”, in

the case of Livraria. The evaluation process uspsrating and financial

performance indicators established by Managemedt apon indication of an

impairment loss, a comparative analysis is perforfoe each cash generating unit
between the amount determined by the cash flowodrged to present value and the
respective carrying amount. As of December 31, 20892008, Management, in its
best judgment, did not identify assets recordedammbunts higher than their
recoverable value.



Saraiva S.A. Livreiros Editores

Goodwill

Goodwill resulting from the acquisition of investmeg is based on the projected
earnings capacity of the acquired businesses beeedtimated period for return on
investment in 60 months. Goodwill is amortized unthee straight-line method at
the rate of 20% per year until December 31, 200&rAlanuary 1, 2009, goodwill
will no longer be amortized and will be tested fecoverable value on an annual
basis, regardless the existence or not of indisaibany loss in its carrying value.

The cash generating units defined by Management @wsetl to evaluate the
recoverability of the carrying amount of the goolleorrespond to the operation of
the stores purchased from Siciliano S.A. (“Siciéignand Etico’s operations. As of
December 31, 2009 and 2008, Management, in itsjbdgment, did not identify
the need to recognize a provision for reductiontled carrying amount of the
recorded goodwill.

c) Current and noncurrent liabilities

Loans and financing

Adjusted based on the contractual interest anchdiadcharges incurred through the
balance sheet dates.

Copyrights

Calculated and recognized as operating expenses sdles are made and, in some
cases, as production cost when the work is puldishe

Leasing operations

Lease agreements for the Company’s and Livrari@fsmercial units are classified
as operating leases, and the respective costseaognized in the statements of
income as operating expenses.

Other current and noncurrent liabilities

Stated at known or estimated amounts plus chargdsn@onetary or exchange
variations incurred through the balance sheet dates

d) Income tax and social contribution

Taxes on income include current and deferred ansount

Income tax is calculated at the rate of 15% onlikexancome plus a 10% surtax, and
social contribution is calculated at the rate of @daxable income.

Deferred income tax and social contribution arewaked on tax loss carryforwards of
Livaria and on temporary differences of the Compansg Livraria. Deferred taxes are
recorded in current and noncurrent assets and n@mtuiabilities, according to note
15.a). Deferred tax assets are supported by a studye expected realization of future
taxable income, which is reviewed annually and stejdi in the event that a significant
reduction in the projected income is expected.



Saraiva S.A. Livreiros Editores

e) Share-based payments

Fair value for stock option plans is calculatedtlom grant date of each plan and based
on the binomial pricing model. The model is basedtloe different paths that the
average price of the Company’s shares can follovinduhe acquisition period. The
effects are reflected in the net income and shédels equity for the period comprised
between the grant date and the date on whichiglbgity conditions under each plan
are met.

f) Reserve for contingencies

Adjusted through the balance sheet date for thbagime loss amount, according to the
nature of each contingency and based on the opwfidthe Company’s legal counsel.
For financial statement purposes, the reserveaigdtnet of related judicial deposits.
The bases for and nature of the reserves for tai, and labor risks are described in
note 16.

g) Earnings per share
Calculated based on the number of shares outstpatiithe balance sheet dates.
h) Use of estimates

The preparation of financial statements requiresMtanagement of the Company and
Livraria to make estimates and assumptions thactthe reported amounts of assets,
liabilities and other transactions. Accordinglye tfinancial statements include several
estimates related to the allowance for doubtfubants, allowance for inventory losses,
reserve for contingencies, assessment of the ulsedsl of property and equipment and
intangible assets, and related projections to oeter the impairment of property and
equipment, intangible assets, goodwill, and defemeome tax assets. These estimates
consider the best available indications and areas assumptions existing at yearend.
Actual results in the realization or settlementtlod underlying assets and liabilities
could differ from those estimates.

4. CHANGES IN ACCOUNTING PRACTICES ADOPTED IN BRAZIL

With the enactment of Law 11638/07, which introdichanges in Brazilian Corporate Law
to enable convergence of accounting practices adopt Brazil with the International

Financial Reporting Standards (IFRS), new accogntistandards and technical
pronouncements have been issued in conformity WRERS by the Accounting

Pronouncements Committee (CPC).

During 2009, 26 new technical pronouncements antédinical interpretations were issued
by CPC and approved by CVM Resolutions for mangasatoption beginning January 1,
2010. The CPCs andCPCs applicable to the Company and its subsidiary liara
considering its operations, are:

10



Saraiva S.A. Livreiros Editores

CPC Title

16  Inventories

20  Borrowing Costs

21 Interim Financial Reporting

22  Operating Segments

23  Accounting Policies, Changes in Estimates anudeCtion of Errors
24  Subsequent Events

25  Provisions, Contingent Liabilities and ContingAssets

26  Presentation of Financial Statements

27  Property, Plant and Equipment

30 Revenue

32 Income Taxes

33  Employee Benefits

38 Financial Instruments: Recognition and Measurgme

39 Financial Instruments: Presentation

40  Financial Instruments: Disclosures

43  First-time Adoption of CPC 15 to 40 Technicabfyuncements

ICPC Title

03  Supplementary Aspects of Leases

04  Scope of Technical Pronouncement CPC 10 Shaedli@ayment

05  Technical Pronouncement CPC 10 Share-based Raymeeasury and Group
Share Transactions

08  Accounting for Proposed Dividend Payments

09 Individual Financial Statements, Separate FilsdStatements, Consolidated
Financial Statements, and Application of the EqMBthod of Accounting

10  Clarifications on CPC 27 - Property, Plant agdigment and CPC 28 -
Properties for Investment

12  Changes in Liabilities due to Decommissioningst@ration and Other Similar
Liabilities

The Company’'s and Livraria’s Management is evahgptthe impact of the changes
introduced by these new pronouncements. For adgrgsrfrom adopting new accounting
practices beginning January 1, 2010, the Compauly Lawraria will assess the need to
remeasure the effects thereof on its individual aodsolidated financial statements for
2009, for comparative purposes, as if these neweplares would be effective since the
beginning of the year ending December 31, 2009.

5. CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were prepar@gcordance to consolidation criteria
determined by the accounting practices adoptedraziBand include the accounts of the
Company and Livraria, in which the Company has tyqoterest of 99.97%.

The financial statements of Livraria, used in theparation of the consolidated financial

statements, were prepared as of the same dateinaadcordance with the accounting
practices described in note 3.

11



Saraiva S.A. Livreiros Editores

The following procedures were adopted in the pragpam of the consolidated financial
statements:

* Elimination of intercompany balances and transastio
* Elimination of the Company’s investment againstsbbsidiary’s shareholders’ equity.

* Minority interest in shareholders’ equity and netame of Livraria is recorded in a
separate caption in the balance sheets and stateofencome, respectively.

6. CASH AND CASH EQUIVALENTS

Company Consolidated
2009 2008 2009 2008

Cash and banks 1,044 1,693 9,743 7,786
Bank certificates of deposit - CDBs (*) 29,0190,037 29,019 30,037
30,063 31,730 38,762 37,823

(*) As of December 31, 2009 and 2008, these imuests refer to bank certificates of
deposit (CDB) with yield from 100% to 102% of irbank deposit rate (CDI) variation.

7. TRADE ACCOUNTS RECEIVABLE

Company Consolidated
2009 2008 2009 2008

Trade notes receivable 53,48%6,773 59,608 62,794
Trade notes receivable - Livraria 7,3084,706 - -
Credit cards 90 117 157,774 137,254
Checks receivable 4,000 4,911 5,801 6,717

64,883 66,507 223,183 206,765
Allowance for doubtful accounts (1,909(2,345 (6,853 (7,129

62,974 64,162 216,331 199,643

Aging list of accounts receivable:

Company Consolidated
2009 2008 2009 2008

Current 58,930 60,733 211,613 195,758
Past-due:

Up to 60 days 2,014 2527 2,525 2,799
Over 180 days 3,939 3,247 9,045 8,208

64,883 66,507 223,183 206,765
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8.

10.

INVENTORIES

Goods for resale

Finished products

Work in process

Raw materials

Packing and consumption materials

RECOVERABLE TAXES

Taxes on revenues (COFINS)

Taxes on revenues (PIS)

Income Tax (IRPJ)

Social contribution on net income (CSLL)
State VAT (ICMS)

Others

Current assets
Noncurrent assets

INVESTMENTS IN SUBSIDIARY

Company

Consolidated

2009 2008

2009

2008

145 4,784 193,614 137,789

57,46447,173
32,83123,408
11,487 6,181

852 835

57,464
32,831
11,487

2,201

47,173
23,408
6,181
1,780

102,779 82,381 297,597 216,331

Company Consolidated
2008 2009 2008 2009
3,238,083 21,306 11,749
1,393,697 5,939 4,005
- - 2,825 801
1,193 - 2,326 113
- - 624 2,447
- - 88 96

5,824 4,780

33,108 19,211

24,154 19,211

8,954 -

5,824 4,780

33,108 19,211

Investments in, and main information on, Livrania presented as follows:

Number of shares - in thousands
Number of shares held - in thousands

Ownership interest

2009

2008

193,053 145,775
193,003 145,725

99.97% 99.97%

Percentage of this investment in the Company’sestedders’ equity

(includes intercompany loans)

Paid-in capital
Shareholders’ equity at December 31

Ownership interest

67.48% 68.76%

296,317 238,317

242,2078,839

242,138 178,778

13



Saraiva S.A. Livreiros Editores

2009 2008
Equity calculation (*):
Net income of Livraria Saraiva in the period froamdary 1 to
October 31, 2008, before the equity interest inli&mo - 14,755
Equity interest in Siciliano in the period from Nar7 to October 31,
2008 - (4,56)
Net profit of Livraria Saraiva as of October 31080 - 10,194
Net profit of Livraria in the period from Novembgrto December 31,
2008, including Livraria Saraiva’s operations asyirNovember 1,
2008 6,308
Livraria’s net income 5,362 -
Calculation basis for equity in subsidiary 5,3626,502
Equity results in subsidiary 5,360 16,497

(*) On November 30, 2008, Livraria e Papelaria 8are5.A. (“Livraria Saraiva”) was
merged with its subsidiary Siciliano, based onghareholders’ equity at book value as
of October 31, 2008, appraised by independent &xpier the amount of R$172,532,
which, as adjusted to the write-off of the interestd by Livraria Saraiva in the capital
of Siciliano, represented a capital increase of(R$259 in Siciliano. Due to the merger
of Livraria Saraiva, Siciliano’s capital was incsed from R$36,958 to R$238,317,
equal to 145,775,138 common shares. All of theeshesued as a result of the capital
increase were allocated to the Company, propottiota the respective interest then
held in Livraria Saraiva. As a result of this mergle current subsidiary Livraria was
formed.

Changes in investments during the years ended Dered were as follows:

Company
2009 2008
Opening balance 178,778 69,769
Capital increase in subsidiary - Livraria 58,00®0,000
Merger of subsidiary - Etico - 2,505
Interest in subsidiary’s results 5360 16,497
Capital gain - 7
Balance at end of year 242,138 178,778

The statements of income of Livraria for the yeamded December 31, 2009 and 2008 are
as follows:
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2009 2008 (*)

GROSS REVENUE FROM SALES 1,014,996 827,294
Deductions from gross revenue (63,988)60,089)
NET REVENUE 951,008 767,205
Cost of products and services (622,287) (495,026)
GROSS PROFIT 328,721 272,179
Operating expenses (305,219) (235,153)
INCOME FROM OPERATIONS BEFORE FINANCIAL

EXPENSES 23,502 37,026

Financial expenses, net (14,106) (13,708)
INCOME BEFORE INCOME TAX AND SOCIAL

CONTRIBUTION 9,396 23,318

Income tax and social contribution (4,034) (5,630)
INCOME BEFORE MANAGEMENT PROFIT SHARING 5362 17,688
MANAGEMENT PROFIT SHARING - (1,186)
NET INCOME 5,362 _ 16,502

(*) Comprises the income from January 1 to Octddier2008 for Livraria Saraiva, from
March 7 to October 31, 2008 for Siciliano, and frllovember 1 to December 31, 2008
for Livraria.
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11. PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS

Company
Annual 2009 2008
depreciation/ Accumulated Accumulated
amortization depreciation/ depreciation/
rate - % Cost amortization Net Cost  amortization Net
Property and equipment:
Land - 1,438 - 1,438 2,011 - 2,011
Buildings and construction 4 7,361 (3,704) 3,657 8,172 (4,216) 3,956
Machinery and equipment 10 1,916 (1,538) 378 1,854 (1,436) 418
Furniture, fixtures and installations 10 16,159 (10,431) 5,728 22,681 (20,125) 2,556
Vehicles 20 6,485 (3,031) 3,454 5,978 (2,418) 3,560
IT equipment 20 12,843 (10,014) 2,829 11,133 (9,359) 1,774
Property and equipment in progress - 1,091 - 1091 4,052 - 4,052

47,293 (28,719 18,575 55,881 (37,559 18,327

Intangible assets:

Assignment of rights 20 2,932 (2,792) 1,140 2,932 (1,562) 1,370
Goodwill on acquisition of company:

Formato (a) - 2,091 (2,021) 70 2,091 (2,021) 70

Etico (b) - 17,431 (2,905) 14,526 17,431 (2,905) 14,526
Software 20 15,149 (13,091) 2,058 16,040 (12,218) 3,822
Trademarks and patents - 188 - 188 188 - 188
Other intangibles 20 1,722 (344) 1,378 - - -
Intangible in progress 2,137 - 2,137 - - -

41,650 20,153 21,497 38,68 18,70 19,97
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Property and equipment:
Land
Buildings and construction
Machinery and equipment
Furniture, fixtures and installations
Vehicles
IT equipment
Property and equipment in progress

Intangible assets:
Goodwill on acquisition of company:

Formato (a)

Etico (b)

Siciliano (c)
Commercial assignment
Assignment of rights
Software
Trademarks and patents
Other intangibles
Intangible in progress

Annual

depreciation/
amortization

Consolidated

2009

2008

Accumulated
depreciation/

Accumulated
depreciation/

rate - % Cost amortization Net Cost  amortization Net
- 1,441 - 1,441 2,014 - 2,014
4 8,802 (4,501) 4,301 9,613 (4,957) 4,656
10 2,917 (2,337) 580 2,855 (2,170) 685
10 159,966 (87,916) 72,050 122,429 (85,055) 37,374
20 7,250 (3,476) 3,774 6,743 (2,751) 3,992
20 37,240 (26,117) 11,123 32,383 (23,953) 8,430
- 11,062 - 11,062 10,531 - 10,531
228,678 (124,347 104,331 186,568 (118,88 67,682
- 2,091 (2,021) 70 2,091 (2,021) 70
- 17,431 (2,905) 14,526 17,431 (2,905) 14,526
- 79,249 (16,578) 62,671 82,823 (16,578) 66,245
20 25,952 (22,665) 3,287 24,009 (22,083) 1,926
20 2,932 (1,792) 1,140 2,932 (1,562) 1,370
20 27,395 (22,133) 5,262 27,428 (19,643) 7,785
- 323 (64) 259 323 (63) 260
- 1,722 (344) 1,378 269 - 269
6,309 - 6,309 - - -
163,404 (68,502 _94,902 157,306 (64,855 92,451
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(@) Goodwill based on expected future earnings fromattguisition of Formato Editorial Ltda.,
which was merged with the Company on February 8420

(b) Goodwill based on expected future earnings from abgquisition of Etico, which was
merged with the Company on February 1, 2008.

(c) Goodwill based on expected future earnings fromabguisition of Siciliano by Livraria
Saraiva on March 6, 2008, calculated based oni&ioils shareholders’ deficit as of the
date of its acquisition, in the amount of R$24,ZB6e purchase price was R$60,030. From
the total price negotiated, an amount of R$8,898 inaially retained to secure contractual
indemnification obligations, according to contradtprovision. The retained amount will be
paid to sellers after six years counted from trguesition date. Pursuant to contractual price
adjustment provisions, as a result of the analygishe parties of possible changes in net
debt and working capital of Siciliano between tladahce sheets as of November 30, 2007
and March 6, 2008, on October 15, 2009, the puechese was written down by R$3,574.

In December 2008, after the acquisition of Siciicemd the merger of Livraria Saraiva,
Management considered that the resulting companyatia met the requirements for
recognition of deferred income tax and social dbaotron assets on tax loss carryforwards
and temporary differences as of December 31, 200he amount of R$15,455. Due to the
recognition of said asset, an equivalent amountneakzed in the year as goodwill related
to the acquisition of Siciliano.

Changes in line accounts “Property and equipmentf ‘dntangible assets” during the years
ended December 31 were as follows:

Company Consolidated
2009 2008 2009 2008

Opening balance 38,30334,313 160,133 68,034
Additions 7,986 10,062 66,791 36,508
Disposals (*) (1,352) (256) (4,944) (773)
Depreciation and amortization (4,865(7,512) (22,747) (19,218)
Adjustment for amortization of goodwill - (2) - (2)
Realization of goodwill from Siciliano - - - (15,455)
Goodwill on acquisition of companies - - - 82,823
Transfer from noncurrent assets - - - 1,325
Merger of subsidiary -.1,698 - 6,891
Balance at end of year 40,07238,303 199,233 160,133

(*) The Company sold the building and facilitiesattwere formerly used as headquarters for
R$11,080, upon an agreement signed on June 29, Z0@9of this amount, R$580 was
received on the agreement execution date while rdmaining will be payable in
installments as set forth in the agreement, with l&st installment scheduled for the deed
transfer date, by May 2010. As of December 31, 2€@®balance to receive is R$4,500 and
the results from this transaction, recorded in the &ccount “Other operating income”, are
composed as follows:
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Amount
Selling price, under the agreement 11,080
Carrying amount of assets (1,032
Gain on sale 10,048

12. LOANS AND FINANCING
Company Consolidated

2009 2008 2009 2008

Current:
In local currency - BNDES - FINEM 10,344 11,269 17,251 17,765
Loans - - 64,207 24,552
10,344 11,269 81,458 42,317
Noncurrent-
In local currency - BNDES - FINEM 43,203 10,247 92,348 21,822

The noncurrent portion matures as follows:

2011 2012 2013 2014 Total

=
=

4.401 14.401 11.486 43.203

Company 2.9

2.91514.401 14.401 11.486 43.20:

Consolidated 7.66530.201 29.196 25.286 92.348

€8]

Additional information on financing is as follows:

Financing Purpose Guarantees Due date  Charges
Company:

BNDES - FINEM - Publishing Plan - 2005 to 2007, and Bank guarantee 11/2010 4% +
contract of 11/2005 information systems TILP (i)
BNDES - FINEM - Publishing plan - 2008/2010/working None 09/2014 2.32% +
contract of 02/2009 capital TILP (i)

subcredits E/F
BNDES - FINEM Publishing plan - 2008/2010/working None 09/2014 2.32% +
contract of 02/2009 capital BNDES
subcredits A/B/C/D rate (ii)
Livraria:
BNDES - FINEM - Investment projects for opening of 11 Company’s guarantee 05/2012 3.1% +
contract of 11/2006  stores, renovation and modernization of TJILP (i)

19 stores of the chain, and centralization
of logistics operations
BNDES - FINEM Expansion of store chain/working capital Companyiargntee 09/2014 2.32% +

contract of 02/2009 BNDES
subcredits A/B/C rate (ii)

BNDES - FINEM - Expansion of store chain/working capital Companyiargntee 09/2014 2.32% +
contract of 02/2009 TILP (i)
subcredits E/F

BNDES - FINAME Expansion of stores chain Company’s guarantee 09/20 1.42% +
contract of 02/2009 TILP (i)
subcredit D

i ong-term interest rate or the year ecember 31, was 6.00% per year (6. .
i) L i TJLP) for th etd D ber 31, 2009 6.00% 6.252008

(i) Reference rate disclosed by BNDES at the dabdosins are used, which will be equivalent to therage cost of
funds without being subject to onlending under 8econditions, in addition to derivatives from BNES and
BNDES Participacdes S.A. - BNDESPAR, indexed to theARExtended Consumer Price Index).
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13.

14.

In February 2009, the Company and Livraria entenéd new loan agreements with the
National Bank for Economic and Social DevelopmeBNDES) totaling R$71,900 and
R$69,700, respectively, of which R$83,364 wereasdel in 2009. The funds obtained will
be used for working capit@urposes, the development of new publishing prejeatd the
refurbishment and expansion of Livraria’s storeicha

In the year ended December 31, 2009, releases fir@ncing facilities from the National
Bank for Economic and Social Development (BNDES}he Company totaled R$41,498
(R$1,017 in 2008) and R$83,364 (R$8,237 in 20083 consolidated basis.

In the year ended December 31, 2009, Livraria dais®rking capital loans totaling
R$77,000 (R$24,426 in 2008), which bear averagerest equivalent to 119% (125% in
2008) of the interbank deposit rate (CDI). The antaacorded in financial expenses for the
year ended December 31, 2009 was R$2,481 (R$12d08).

Contractual covenants for the Company, includirmséhrelated to the agreement
signed with Livraria

As of December 31, 2009, the Company and Livramaraquired to meet the covenants set
forth in the financing agreements with BNDES. Astludit date, the Company and Livraria
are compliant with such covenants, the main of tvlaie as follows:

* Maintain the following financial ratios: (i) currehquidity equal or higher than 1.5 in
2009 and equal or higher than 1.7 in 2010; (ii)itedigation level equal or higher than
0.43; and (iii) indebtedness level equal or lowemnt 0.22.

» Provide periodic information, such as: (i) annuaafcial statements audited by external
auditors; (i) maintenance of staff; and (iii) hmld valid business licenses for stores.

LOYALTY PROGRAM - SARAIVA PLUS

The loyalty program “Saraiva Plus” promotes puresamnade by customers at the Livraria’s
stores and its website, which are converted intoubgpoints to be used as discounts in
future purchases. Accumulated points, net of rediemg and valued in accordance with the
program regulation, are accrued considering redempgstimates. As of December 31,
2009, the provision for loyalty program in the ambaf R$3,776 (R$2,681 as of December
31, 2008) is recorded in current liabilities undee line account “Other payables” in the
consolidated financial statements.

RELATED-PARTY TRANSACTIONS

Related-party transactions include purchases, saddantercompany loans. Loans granted
to Livraria have indeterminate maturity and be&enest of 101% of the CDI variation.
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Loans granted and recorded in noncurrent assetsdodlows:

2009 2008
Livraria Livraria Etico Total

Balances in the beginning of the year 52,16714,736 5,743 20,479
Loans to subsidiary, net of receipts 10,92334,398 (5,743) 28,655
Transfer for capital increase in subsidiary (58)000 - - -
Financial income 1,874 3,033 - 3,033
Balances at the end of the year 6,96462,167 - 52,167

Borrowing raised with Livraria from August to Decbkar 2009, fully repaid in December
2009 plus interest equivalent to 101% of CDI flation, generated financial expenses of
R$475.

The main balances and transactions with Livramsaa follows:

2009 2008
Balances:
Assets:
Trade accounts receivable (current) 7,308,786
Loans to subsidiary (noncurrent) 6,964 52,167
Liabilities-
Trade accounts payable (current) 1 920
Transactions:
Sale of products 33,571 25,706
Purchase of products 73 223
Financial expenses 1,874 3,900
Financial income 475 -

Management compensation

Under Brazilian Corporate Law and the Company'sabwg, establishing the total annual
amount of directors’ and officers’ compensation shareholders’ responsibility.
Management is also entitled to a profit sharingmto 10% of net income for the year.

The Annual Shareholders’ Meeting held on April 2809 approved the monthly and total
compensation limit of R$250 for Management and R$#fr the Board of Directors in
20009.

Management compensation is presented is a separat@ccount of the statements of
income for the years ended December 31, 2009 ad@l. 20
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15. INCOME TAX AND SOCIAL CONTRIBUTION
a) Deferred
Deferred income tax and social contribution areveerfrom:

Company Consolidated
2009 2008 2009 2008

Current assets:
Accrued sale costs of products received on

consignment - - 7,670 5,490
Loyalty program Saraiva Plus - - 1,284 911
Provision for inventory obsolescence - - 826 1,260
Allowance for doubtful accounts 124 - 1,589 1,581
Other provisions 5061,174 976 1,681

630 1,174 12,345 10,923

Noncurrent assets:

Tax loss carryforwards - - 14,924 13,431

Reserves for contingencies and taxes payable 1824 4,768 6,023
_ 741 1,324 19,692 19,454

Noncurrent liabilities:
Provision for book inventory losses - Law 10753/08,529 5,888 14,149 13,031
Tax amortization of goodwill on business

acquisitions 1,209 - 6,665 -
Other 3 3 3 3
7,741 5,891 20,817 13,034

The Company and Livraria, based on the opiniorhefrtoutside attorneys, considered
the tax incentive established by Law 10753/03, atedrby Law 10833/03, concerning
the deductibility of the provision for inventorydges, as a direct adjustment to the tax
base. The tax effects of deferred liabilities wer@gnized in the financial statements in
accordance with CVM Instruction 371/02.

Based on the expectation of future taxable incontepmsitive cash flows, the Company
and Livraria maintained in their financial statensetme deferred tax assets.

Management believes that the carrying amount oCihipany’s and Livraria’s deferred
tax assets from temporary differences is realizahteugh December 31, 2010 in
proportion to the final resolution of lawsuits aheé settlement of liabilities.

With regard to deferred tax assets from tax loss/ftawards and temporary differences
of Livraria, Management considers their realizatiased on future taxable income.
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The expected realization is as follows:

Realization of

Balance sheet date deferred tax asset
December 31, 2010 13,617
December 31, 2011 7,266
December 31, 2012 5,565
December 31, 2013 4,218
30,666

b) Expense reconciliation

Reconciliation of the tax expense calculated bylyapg the combined tax rate and the
tax expense charged to income is as follows:

Company Consolidated
2009 2008 2009 2008

Income before income tax and social contribution ,008 97,470 77,037 103,105

Combined tax rate 34% _ 34% 34% 34%
Taxes computed at the combined tax rate (24,8283,140) (26,192) (35,056)
Permanent additions - nondeductible expenses (560)654) (776) (757)
Permanent deductions:

Interest on capital 6,922 5,940 6,922 5,940

Equity pick-up results 1,822 5,609 - -

Other deductions 366 356 366 463

Deferred taxes on income as of March 6, 2008 not
recorded by subsidiary due to uncertainties

concerning their realizability - - - 3,092
Other items 341 408 (283 (793
(15,929 (21.,48) (19,963 (27,111

Income and social contribution taxes:
Current (12,952) (20,857) (13,840) (27,184)
Deferred (2,973 (629 (6,123 73
(15,929 (21.,48) (19,963 (27,112
Effective tax rate on net income 21.82% 22.0% 25.91% _26.3%
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16. RESERVE FOR CONTINGENCIES

Reserve for contingencies is as follows:

Company

Judicial Judicial
2007 Recognition deposits 2008 Recognition Payment deposits 2009

PIS/COFINS - increase in tax

basis (a) 197 26 - 223 29 - - 252
IR/CSLL - “Plano Real”

(economic plan) - Law 8880/94

(b) 861 - - 861 - (861) - -
PIS - Supplementary Law 7/70
(c) - 1,015 - 1,015 18 - - 1,033
Civil and labor contingencies 112 131 - 243 - - - 243
Judicial deposits (1,038 - (26 (1.089 - 861 (29) (252
_ 112 1172 26 1.258 47 _- (29) 1.276

Consolidated
Siciliano  Judicial Payment/ judicial Payment/
2007  Recognition Acquisition deposits reversal 2008 Recognition deposits reversal 2009

PIS/COFINS -

increase in tax

basis (a) 9,236 182 - - - 9,418 366 - - 9,784
IR/CSLL - “Plano

Real” (economic

plan) - Law

8880/94 (b) 861 - - - - 861 - - (861) -
PIS -

Supplementary

Law 7/70 (c) - 2,529 - - - 2,529 48 - - 2,577
Civil and labor

contingencies (d) 112 131 1,557 - (201) 1,599 - - (1,356) 243
Other (d) - 119 2,655 - (1,345) 1,429 - - (Bp2 -
Judicial deposits (10,095 - - (163 - (10,258 - (363 861 (9,760

114 2,961 4,212 (163 (1,549 _5,578 414 (363 (2,789 2,844

(a) The Company and Livraria are challenging inrtaertain aspects related to federal taxes, sscPI&8 and COFINS (taxes on
revenue), with regard to the increase in the taeland in the tax rate. These lawsuits were indian 1999 and are guaranteed by
judicial deposits.

(b) According to a Decision of the Federal ReveBeaevice, dated August 21, 2006, Livraria Saraiva weguired to pay part of the
accrued amount for the lawsuit challenging the fiBl&eal” (Brazilian economic plan) - Law 8880/94,the amount of R$4. The
same decision tacitly approved the credit undezudision represented by the reserve of R$1,613 hwiiécs reversed and recorded in
2007 under the line account “Other operating incdexpenses)”. The Company’s lawsuit was paid oneddser 30, 2009, utilizing
he benefits set forth by Law 11941/09, totaling B&5Requests were filed for the withdrawal of theduit and the realized judicial
deposit.

(c) The Company and Livraria Saraiva, which wasgeémwith and into Livraria, filed in 1989 a lawsuguesting the Court to declare
the nonexistence of the obligation to pay the Bl8suant to Supplementary Law 7/70. Judicial depasade between April 1989
and May 1992 were withdrawn upon court authorizati final decision on the merits was rendered aekedging the validity and
applicability of Supplementary Law 7/70 and, bytwé of the granting of the National Treasury’s agpthe case is now in the stage
of calculation of the amounts due to the FederaleBument. Therefore, the companies recognized ekpective amounts as a
provision, according to the opinion from the coumsmndling the case and considering the best etgrexisting on the balance sheet
dates to calculate the amount necessary to settlak debits.

On February 19, 2010, the Company and Livraria wedered to recompose judicial deposits, pursuattia final and unappealable
decision, by R$99 and R$1,237, respectively. Therumtl balances as of December 31, 2009 were R$13083R$1,544,
respectively. The amount that settles the tax dedtill under discussion.

(d) Reversal of the reserve recognized by Siciliaefore it was acquired by Livraria Saraiva forilgilabor, and tax contingencies
guaranteed by the purchase and sale agreementeprebsented by the installment retained to secunéramiual indemnification
obligations.
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17.

The Company and Livraria made an application ferghyment of taxes in accordance with
the terms of Law 11941/09 relating to administtand judicial proceedings, which, in
accordance with Management’s judgment and its legtdide advisers’ opinion, are likely

to have unfavorable final decisions. Currently ¢éhare petitions for withdrawal of

administrative proceedings and the respective jaldidecisions not yet released. The
accrued amounts will be maintained in the finanstatements and the eventual gains will
not be recorded until the formal acknowledgementhef tax authorities on the amounts
effectively owed.

The Management of the Company and Livraria did carisider necessary to recognize a
reserve to cover possible losses on ongoing lasstaitaling approximately R$23,024, for
which, in the opinion of its legal counsel, theelikood of loss is possible.

The Company and Livraria are challenging the paynoémertain taxes, contributions and
labor obligations, guaranteed by judicial depositsde for the appeals filed in equivalent
amounts, which await final court decisions, whiokat R$8,512, Company, and R$9,950,
on a consolidated basis (R$7,240 and R$7,986 ir8)20tat are recorded in noncurrent
assets.

TAXES PAYABLE

Company Consolidated
2009 2008 2009 2008

State VAT (ICMS) (a) - 21 1,703 21
Installment payment of IR (income tax) and CSLLc{ab

contribution) (b) - - 1,193 3,044
Installment payment of CSLL (c) 1,492,008 1,491 2,008
Withholding income tax (IRRF) 1,0381,043 1,601 1,715
Taxes on revenues (PIS and COFINS) 4097 442 296
Others 40 54 _ 247 _ 203

2,609 3,223 6,677 7,287
Current liabilities 1,651 1,742 5,719 4,669
Noncurrent liabilities 958 1,481 _ 958 2,618

2,609 3,223 6,677 7,287

(a) Includes ICMS payable calculated on product inveesoexisting on April 30 and May
31, 2009, as a result of the change in Sado Paulte $tgislation requiring that the
products sold by Livraria be taxed under the taxssitution system (payment of VAT
on behalf of the final consumer). This amount Wwél settled in 10 monthly installments,
starting June 30, 2009 for the amount calculatedneentories as of April 30, and
starting July 31 for the amount calculated on itegas as of May 31, 2009.

(b) Request filed with the National Treasury Attornegn@ral in October 2005 for the
installment payment of the accrued amounts reladddwsuits brought to discuss the
effects of IR and CSLL arising from the “Plano Redlaw 8880/94.
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(c) Request filed with Federal Revenue Service in NdamR2007 for the installment

payment of the debt arising from the denial of dldeninistrative appeal against the tax
delinquency notice related to the deduction ofrege on capital from the CSLL tax
basis for 1996.

18. SHAREHOLDERS'’ EQUITY

a)

b)

Paid-up capital

At the Extraordinary Shareholders’ Meeting heldAgil 23, 2009, a capital increase to
R$190,978 was approved using R$43,204 of the pmedierves, without changes in the
number of shares.

Fully paid-up capital as of December 31, 2009hmamount of R$190,978 (R$147,774
as of December 31, 2008), is represented by 28,396hares, of which 9,622,313 are
common shares and 18,973,810 are preferred shtiesut par value.

The Company’s bylaws comply with Sdo Paulo StockHaxge’s (BOVESPA) Level 2
Differentiated Corporate Governance Practices.

The Company is authorized to increase capital,utjitoa new issue of shares for
subscription and regardless of any amendment tbylaevs, by up to 4,000,000 shares.
Of this total, up to 500,000 shares can be graatedtock options, pursuant to the
bylaws.

The Company’s preferred shares, which cannot ssrpés of the total shares issued,
entitle their holders to the following rights orvaatages.

* Restricted voting rights, pursuant to the bylaws.

* Right to sell the preferred shares in the caseatf sf the Company’s controlling
interest.

» Dividends equal to those paid on common shares.

» Share in the distribution of bonus shares out gitabzation of reserves, retained
earnings and any other funds, under the same comslias holders of common
shares.

Common shares are not allowed to be convertedoireti@rred shares, and vice versa.
Treasury shares - CVM Instructions 10/80 and 298/97

The Company holds 365,750 (365,750 in 2008) predeshares in treasury, acquired
for R$2,870, with market value of R$12,435 (R$34[# share - quotation as of
December 30, 2009). In the years ended December2@29 and 2008, no new
acquisitions of shares were conducted.
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c)

d)

Dividends and interest on capital

Shareholders are entitled to a minimum dividen®%% of adjusted net income for
each year.

The Company cannot, unless authorized by a majmaty in a special preferred
shareholders’ meeting, retain, for more than faurcessive quarters, cash and cash
equivalents in an amount greater than 25% of tasakts, provided that its financial
condition allows this. Cash and cash equivalentd earrespond to the amounts
recorded under the line account “Cash and caslvalguais” exceeding the sum of the
amounts recorded under the line account “Loans famahcing” in current and
noncurrent liabilities.

Pursuant to the bylaws, interest on capital inauge mandatory dividends is net of
income tax.

At the Meeting held on December 18, 2009, the Bo&ildirectors approved the accrual
for payment to shareholders of interest on cafotathe year ended December 31, 2009.
The payment will be made within a timeframe to bsablished at the Annual
Shareholders’ Meeting.

The mandatory dividend for the years ended Decen3der2009 and 2008 was
calculated as follows:

2009 2008
Net income for the year 53,007 72,033
Legal reserve (2,650 (3,602
Adjusted net income 50,357 68,431
Mandatory minimum dividend - 25% 12,589 17,108
Mandatory minimum dividend per share 0.4459448960600877
Proposed dividends are as follows:
2009 2008
Interest on capital, net of withholding income tax 17,615 15,117
Dividends - 1,991
Proposed dividends and interest on capital 17,615 17,108
Withholding income tax on interest on capital 3,109 2,668
20,724 19,776
Total per share (R$) 0.73410209 0.70051041

The effect of interest on capital on the calculatid income tax and social contribution
for the year was a reduction of R$6.922 (R$5,942008).

Legal reserve

In accordance with Brazilian Corporate Law and @ampany’s bylaws, 5% of net
income for each year will be allocated for the ggobion of a legal reserve.
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e) Recognition of earnings reserve

Of the remaining balance of net income, after allon to the legal reserve, in the
amount of R$2,650 (R$3,602 in 2008), and the pralpfm payment of interest on
capital and dividends, in the amount of R$20,7241@R776 in 2008), an earning
reserve of R$29,633 (R$49,521 in 2008) was receghifor use in future capital
increases, as provided in the Company’s bylawss @hocation will be presented to the
annual shareholders’ meeting for approval.

f) Company’s stock option plan

The Company’s Board of Directors approved tffe 4" and %' Stock Option Plans.
The options were granted to officers and emplogeeswill be exercised by means of
the issuance of new shares and/or sale of treahames held by the Company, at the
discretion of the Board of Directors at the timesgércise.

Fair value for stock option plans was calculatedr@ngrant date of each plan and based
on the binomial pricing model. The effects werderted in the net income, under the
line account “Operating expenses”, and in the si@ders’ equity, under the line
account “Earnings reserve”, as follows:

Year ended Year ended Year ended Future

Year of grant 12/31/07 12/31/08  12/31/09 years Total

2007 371 451 427 81 1,330
2008 - 418 482 578 1,478
2009 - _ - 57 1451 1,508

371 869 966 2,110 4,316
In determining the fair value of stock options, thkkowing economic assumptions were
used:

3%Plan 4" Plan 5" Plan

Date of grant 050/3/200728/02/2008 30/11/2009
Beginning of option exercise period 08/03/20118/03/2011 08/03/2012
End of option exercise period 07/05/201@7/05/2011 10/05/2012
Risk-free interest rate 12.01% 12.45% 12.20%
Number of eligible managers and employees 19 22 27
Fixed price - R$ 21.50 30.00 26.27
Index IPCA IPCA IPCA
Number of outstanding options (*) 121,600 122,500 125,000

Option fair value on grant date - per
option - R$ 11,20 12,61 12,06

Option value for exercise, adjusted by the
IPCA until December 31, 2009 - R$ 23.23 __32.03 27.00
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(*) The number of options for thé%3and 4" Plans was adjusted by 2,200 options for
the 3% Plan and 2,100 options for thd" £lan due to the withdrawal of one
beneficiary in 2009.

19. FINANCIAL INSTRUMENTS

a)

b)

d)

Derivative transactions

The Company conducted a derivative transactiomgrdee! in balance sheet accounts,
aiming at reducing the exposure to foreign currerisigs in an import of graphic
services made in September 2008, totaling US$10804,

The Forward Currency Sale Without Physical Delivieansaction was contracted from
Banco do Brasil S.A. for the period between Septmily and October 10, 2008, on
which date the transaction was settled, totalings&8®,000. Upon settlement of the
contract, the financial revenue was R$280, agairfstancial expense from the import
of R$487.

In the year ended December 31, 2009, no derivat@vesactions were conducted.
Other financial instruments

The fair value of temporary cash investments, tradeounts receivable and current
liabilities approximates their carrying amount,cgrthe maturity of a significant portion

of these balances is close to the balance shess.dgte carrying amounts of financing
correspond to funds obtained from the BNDES, which adjusted based on the
contracted interest rates, which do not differ gigantly from the rates currently used

by the BNDES.

Market risks

» Credit risk: to minimize possible losses on custoohefault, the Company adopts
strict policies for granting credit, consistingazreful analyses of customer profiles,
as well as timely monitoring of accounts receivable

* Inventory obsolescence risk: discontinued prodact$ new technologies may lead
to excess and obsolete inventories. To minimizedtwmnditions, the Company and
Livraria periodically monitor inventory levels anthke necessary actions for
inventory realization.

Interest rate

Livraria is exposed to normal market risks arisingm changes in interest rates on
loans obtained during 2009.

The sensitivity analysis was developed based oneiposure to the CDI variation,
which is the only index applicable to loans obtdibg Livraria.
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Scenarios

Transaction Risk Probable (i) Possible (ii) Remote (iii)
Balance of secured account loans

subject to CDI variation CDl increase 65,676 66,076 66,474
Balances include interest calculated as follows:
() Based on current average CDI fluctuation.
(i) Considering a 25% increase in CDI fluctuation.
(iii) Considering a 50% increase in CDI fluctuation

20. OTHER OPERATING REVENUES AND EXPENSES
Company Consolidated

2009 2008 2009 2008

Other income:

Gain on sale of permanent assets 10,248511 10,957 878
Royalties on franchise operations - - 647 493
Gift card and other cash advancements not requbgted

customers - - 2,483 276
Indemnities for product losses 52 - 1,099 418
Sale of excessive and obsolete products 177270 271 286
Income from favorable court decisions 87 - 207 108
Reversal of operating accruals - - 2,670 -
Other operating income 567_670 _2,583 2,243

11,131 1,451 20,917 4,702

Other expenses:

Provision for loyalty program - Saraiva Plus - - (1,095) (553)
Operating provisions - - (2,883) (432
Taxes paid in administrative proceedings (9714)359) (1,475) (2,605)
Other operating provisions (43_(885 (1,389 (1,988

(1,019 (2,249 (6.839 (5.578
10,114 (793 14,078 _(876

21. FINANCIAL INCOME (EXPENSES)

Company Consolidated
2009 2008 2009 2008

Financial income:

Income from temporary cash investments 429,159 494 4,344
Interest on loans to subsidiary 1,8742,711 - -
Interest received from customers 1,0971,441 1,127 1,378
Interest on recoverable taxes - - 62 7
Interest on judicial deposits - 298 - 300
Financial discounts obtained 31 843 356 165
Other 57 421 492 669

3,488 9,873 2,531 _ 6,863
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22.

23.

Company Consolidated
2009 2008 2009 2008

Financial expenses:
Interest, monetary and exchange variations on iimgn (3,995) (2,692) (10,945) (5,686)

Financial discounts granted (1,2571,159) (1,705) (1,652)
Other interest and monetary variation (3,931,644) (7,654) (7,917)
IOC (tax on credit operations) (416) (72) (1,870) (2,321)
Other financial commissions (73) (320) (87) (470)
Other (250 _(157) (818 (699

(9,930) (8,044) (23,079) (18,741)

(6,442 1,829 (20,549 (11,879

OPERATING LEASE - STORES

As of December 31, 2009, Livraria had 91 leaseeagents with third parties for its stores.
Said agreements were reviewed by Management, whelugted that they fit into the
classification of operating lease. Most of the stimase agreements provide for a variable
rental expense, based on sales, or a minimum anawjasted to inflation on an annual
basis by several indexes, and are effective fa y@ars, subject to renewal. Rentals under
lease agreements for Livraria’s logistics and adstriative areas and Company’s stores are
fixed, with annual adjustments to inflation accagiio the variation of the main indexes.

In the year ended December 31, 2009, rental expemst of recoverable taxes, totaled
R$4,780 (R$2,262 in 2008) - Company and R$40,782{R51 in 2008) - consolidated.
The balance of “Rentals payable” included in “Othailities” as of December 31, 2009 is
R$517 (R$50 as of December 31, 2008) - CompanyR&#1d565 (R$6,542 as of December
31, 2008) - consolidated.

Future obligations (consolidated), from these agesds, totaled the minimum amount of
R$142,610 as of December 31, 2009, as follows R®38jn 2010; R$31,841 in 2011;
R$24,808 in 2012; R$18,391 in 2013 and R$29,16@@period between 2014 until 2018.

STATEMENTS OF CASH FLOWS

The Company’s Management defines as “cash and e@sivalents” amounts maintained
for the purpose of meeting short-term commitmemig aot for investment or any other
purposes. Short-term investments can be immediatelyerted into a known cash amount
and are not subject to significant changes in vaigseof December 31, this line account is
broken down as described in note 6.

Changes in equity that did not impact cash flovesaar follows:
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Company Consolidated
2009 2008 2009 2008

Price adjustment of goodwill on acquisition of

o - - 3,574 -
Siciliano
Capital increase with conversion of intercomparano - - 58,000 -
Reversal of prior years’ provision for tax credits - - - 15,455
Write-off on revaluation reserve, net of taxes - - - 349
Receivables for sale of property and equipment 3075 1418 3075 1418
transferred to current assets
Portion of financing transfer to current liabilgie 10,068 14,978 17,462 26,841

24. INSURANCE (UNAUDITED INFORMATION)

The Company and Livraria have an insurance pohiay tonsiders risk concentration and its
materiality, obtained in amounts considered sudfiti by Management taking into
consideration the nature of their activities areladvice of insurance brokers.

As of December 31, 2009, insurance coverage islks\s:

Year 2009 2008

Loss of profits 45,000 45,000
Fire - maximum amount per store 47,595 37,335
Vehicles - only civil liability - maximum amount pegehicle 1,025 800

2009-2006
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Dear Shareholders,

Saraiva S.A. Livreiros Editores (“Editora”), in @adance with corporate legislation,
presents hereby the Management Report, the indiVidud consolidated Financial
Statements for the business year ended on Dece&hb2009 followed by the Independent
Auditors’ report.

Editora’s shares are traded at Corporate Governaeregel 2 of the S&o Paulo Stock
Exchange (BM&FBOVESPA) and its consolidated operati reflect the results of the
parent company and its subsidiary, Saraiva e &wliS.A. (“Livraria”).

Editora’s operating and financial information anelividual and consolidated and stated in
Brazilian Real, in accordance with Brazilian cogerlaw. All comparisons relate to 2008,
except when specified otherwise.

MESSAGE FROM MANAGEMENT

The year of 2009 represented important gains forai®a on its business fronts.
Investments in new book collections for elementtndents from Stto 5" grade enabled

Editora to increase its market share under theesadpthe National Textbook Program
(PNLD 2010), as well as achieve an excellent sperformance in the private market.
Livraria gave priority to improving the customesdiopping experience of the Siciliano’s
chain store, acquired in 2008, through a vast stemeodeling program, staff training and
the introduction of new product and service catiegor

Consolidated gross revenue totaled R$ 1.3 billi2009, up 14.2% in comparison with
the previous year. EBITDAtotaled R$ 119.0 million, down 11.0% in relatian 2008.
Total amount invested in 2009 reached R$ 66.8 onilliSaraiva’s results in 2009 were
influenced by expenses related to the remodelinthefSiciliano’s chain stores and by
investments in new editorial businesses, whichegmegood return prospects in the medium
and long-term. Saraiva’'s EBITDA was also influendsdlower sales under the scope of
PNLD 2010, which was already expected by Managerdeatto the program’s purchase
cycle.

In the government’s public school textbook acqigsitprogram (PNLD 2010)Editora
efficiently promoted its catalogue and increassdriairket share to 11.6% in new adoptions
for students enrolled from™1to 5" grade (8.4% in PNLD 2007). The total book supply
contract for public elementary and high schoolsl(PX010) reached R$ 88.1 million.

! EBITDA represents net income before financial itessocial contribution, income tax, depreciatiomda
amortization It is not a measure used accordinghto adopted accounting practices in Brazil or ia th
generally-accepted accounting principles of otheuntries and does not represent the cash flowHer t
periods shown and must not be considered as amatitee for net profit as an indicator of operatibn
performance of the company or as an alternativeésh flow as an indicator of liquidity. EBITDA has
standard definition and our definition of EBITDA ynaot be comparable with that of other companies.
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In private market sales, Editora obtained exceltesults in the scientific, technical and
professional book lines (“CTP”), as well as in ealimnal books for private schools. Gross
revenue from the private market grew 16.3% in 2009.

Throughout 2009, Saraiva’s publishing operationsioled important gains in the teaching
system segment. Solutions offered by the Etico fieacSystem (“Etico”) were readily
accepted by the private market, with a 90% growththie amount of students in 2009.
Strategies for this segment are based on a waeltistred business plan, as well as excellent
human capital for its execution.

Concurrently with the investment in Etico educagibsolutions, Editora continues to invest
in multimedia solutions for elementary and high aahl, offering quality digital
pedagogical contents that can be used together pitited media, adding value to the
traditional learning processes.

A significant slowdown in the consumption of dideweary goods occurred in 2009 mostly
due to a decline in consumer confidence in the rgisneconomic performanckivraria ,
however, obtained a revenue growth in all its bessnchannels and boosted its market
share in the book category. The year was markeinpgrtant conceptual changes in the
Company’s business model, mainly in the Siciliahain stores. In addition to the 13.7%
sales increase in the same-store concept, Liveagpérations grew organically in 2009,
when five new stores were opened. Livraria’s satoeessales performance is mostly due
to the remodeling process that took place in tlodi&no chain stores during the year. In
2009, twenty eight important Siciliano sales lomas were remodeled and now offer
attributes similar to those of the Saraiva chaimerventions in these sales locations
significantly improved customers’ shopping expeteerby introducing new product and
service categories. Sales growth of the stores defad to meet Saraiva’s standards was of
90.2% by December 2009 in comparison with the saened in 2008.

Saraiva.com’s sales results confirm the succedbeoftrategies to diversify the product
mix. Gross revenue of the electronic retailing sitereased 24.0% in relation to that
registered in 2008. In May 2009, Livraria launch8&draiva Digital, an innovative
alternative for the sale and rental of movies tglowlownloads. The partial results of
Saraiva Digital sales confirm the possibilitiesefling contents in new medias.

Referring to Livraria, Management believes in tdeantages of a multichannel and multi-
format retail model, where customers are offeradbates inherent to the operations
through the Internet, as well as can take advanddgiee sensorial experience of physical
stores adapted to different markets.

In February 2009, Saraiva contracted a new loam floe National Development Bank
(BNDES) amounting to R$ 141.6 million, of which B8.4 million was disbursed by

December 2009. This credit line will finance pafrtSaraiva’s investments until December
2010 and will enable the Group to appraise busiopg®rtunities that may possibly arise,
optimizing resources invested in its operations.



Despite the adverse economic scenario of 2009,\@ales managed to strengthen its
brand even further and will continue to invest wahlong-term outlook. The Group is
aware of the future challenges and is confidenttsnemployees’ ongoing capacity to
overcome such challenges.

EDITORIAL AND BOOKSTORE MARKET

Highlights of the publishing and bookstore markad sank of the main participants:

Publishing Market in Brazil — 2008
Gross Revenue Breakdown: R$ 3.3 billion

= Elementary & High School

H Literature
B Religious Books

= Scientific, Technical and
Professional Books

Source: CBL

Textbook Market - 2008
Net Revenue by Main Publishers (R$ million)

Moderna? Atica F.T.D. Saraiva IBEP"! Editorado
Scipione Nacional Brasil

12007 (includes Graphic Operations)
2 Source: Valor Econdmico newspaper
Source: CBL, Company Reports and Serapaitan



Scientific, Technical and Professional Books Market 2008 and 2009
Net Revenue Breakdown by Main Publishers (R$ millin)

Saraiva' RT? Artmed? Atlas’ Guanabara® Forense?

12009 data
22008 data

Source: Serasa Experian and Diéario Oficial newsgrap

Bookstore Market and Other Categories in which Liviraria Operates - 2008
Gross Revenue Breakdown: R$ 37.0 billion

= Eletronics / [T
mBooks
O m Stationery
wCDs/DVDs

» Multimedia Products

Source: CBL, Company Reports and Serasa Experian



Main Bookstores
Net Revenue 2008 (R$ million)

i 07

Saraiva' Cultura’ Distribuidora La Selva
Curitiba

12009 data
Source: CBL, Saraiva, Papel e Arte magaaind ACNielsen

SARAIVA S.A. LIVREIROS EDITORES (EDITORA)

Editora’s fourth quarter is very representativer@iation to the year’s total, when the
textbooks under the PNLD National Textbook Program traditionally delivered to the
elementary and high schools.

The following table summarizes Editora’s main egoimfinancial performance data.

Editora (R thousang 4609 4008 Chg 2008 Chg.
Gross Revenue 140,258 | 176,143 -20.4% 335757 | I/2HNT| 4%
NetRevenue 140,208 | 176,116 -20.4% 335625 | 352202 4.7%
Gross Profi 85,609 ( 105083 -18.5% 23T | 23757 | 23%
Groes Mg L% |rE| 139b.p [k 4 ST | 173 b.p
O perating E xpenses 43,661 56,673 -14.1% 157,834 | 158133 | 0.2%
EBITDA 38,070 50,341 -24.4% 78720 26,485 9.0%
MNetFinancial (Revenue JE xpenses 2,620 175 >B00%% 6,442 (1,825} -
Metincome (Loss) Before Equity in S ubsidiaries 28,079 36,983 -24.1% 47 647 55538 | -14.2%
Metlncome (Loss) 33110 40650 -18.5% 53007 72033 | -2%4%

Gross Revenue

Gross revenue reached R$ 140.3 million in 4Q09,20p1% over 4Q08 and totaled
R$ 335.8 million in the year, down 4.7% from thagistered in 2008. This already
expected performance is due to Editora’s lowerssateder the scope of PNLD 2010, the
textbook acquisition program for students frortf tb 5" grade enrolled in public

elementary schools.



The graph below shows the gross revenue evoluieparating the contribution of the
public and private markets for Editora’s revenu@ethe past four months, revenues
registered a 9.5% annual growth.

Gross Revenue (R$ million)

CAGR 2005- 2009 Private Marke): 11.5%

2005 2006 2007 2008 2009

Private Market B Government

CAGR: Compound Annual Growth Ra?e
Private Market

Revenue from private market book sales reached4B® Znillion in 2009, a 16.3% growth as
compared with that of the previous year. In thet gasr years, the annual growth from
private market revenues was of 11.5%, reflectingdgals consistent investments in new
contents for private schools, universities andgssional use in several areas.

In 2009, Editora successfully launched legal bookacclaimed authors, new audio book
tittes and new releases, such as “Pockets Jurfd{tegal Pocketbooks) and the “SOS -
Sintese Organizada Saraiva” (SOS - Organized Zaiywnthesis) and “Resposta Certa”
(Right Answer) collections.

In the book segment aimed at the elementary anid $eool level, highlights were the
launches of new collections, in particular noveltgich as the “Prosa” and “Descobrir”
projects in addition to the book renovation of aguled authors in several subjects.

Government

Editora’'s market share in the government's textb@akjuisition program for public
elementary schools (PNLD 2010), reached 11.6% tirailne adoption of contents for
students enrolled from®1to 5" grade, up 320 basis points in comparison withktbek
adoptions for the same teaching levels under theCPRDO7 program (8.4%). Total book
supply contract for public elementary and high sttdextbooks (PNLD 2010) reached
R$ 88.1 million.

Revenue from textbooks sold to the government exhcR$ 90.7 million in 2009,
comprised of the amount referring to PNLD 2010 afidR$ 2.6 million related to the
contractual amendment of PNLD 2009, as shown inghke below.



PNLD, PNLEM and PNBE Recorded Sales - Fiscal Year (R$ million)

School Year Total Sales - Contract Value (RS million) 2007 2008 2009

Program 2007 84.6 20.9

Program 2008 100.3 98.9 0.8

Program 2009 143.1 - 140.9 2.6

Program 2010 88.1 88.1
Total - 119.8 141.7 90.7

This result is mainly due to the cyclical naturetbé purchases under the scope of
PNLD. A new book adoption cycle started in 2009 $audents enrolled from®1to 5"
grade in public schools that take part in the pmogrin which Editora’s share is
traditionally lower (11.6% for PNLD 2010), differedirom 2008 when high school
textbooks were chosen (PNLD 2009), a program whedgora’s market share was
greater (27.1%).

In addition to the differences in Editora’s markdtare in several teaching levels,
textbooks aimed at elementary students enrolleth fis' to 5" grade include less
content and, therefore, have less pages per bodladower average price than that of
high school textbooks.

The graph below shows the evolution of Editora’stcacts within the scope of government
programs. Revenues from PNLD 2010 are comparaltle thbse of PNLD 2007. It is
worth pointing out that in PNLD 2007, new high sehtextbooks were adopted, still in a
pilot program stage, and, in PNLD 2010, textbooksaonly replaced proportionally to the
choices under the scope of PNLD 2009.

Contracts (R$ million)

143.1

84.6 88.1
High School
High School 29.6

42.2

Elementary
Elementary School
School 58.5
424
PNLD 2007 PNLD 2008 PNLD 2009 PNLD 2010
(1st to 5th) (6th to 9th) (High School) (1st to 5th)



Government Purchase Cycle

Market Potential % of Market Potential Acquired Each Year
Grades Number of books
(MM) PNLD 2010 PNLD 2011 PNLD 2012

1st and 2nd Grades of Elementary School
(Portuguese and Mathematic) 11.2 100% 100% 100%
2nd Grade of Elementary School
(Science, History and Geography) 9.7 100% 13% * 13% *
3rd - 5th Grades of Elementary School 49.8 100% 13% * 139% *
6th - 9th Grades of Elementary School 67.0 13% * 100% 139% *
Foreign L (English and/or ish) 134 - 100% 100%
High School 53.4 139% * 13% * 100% W
Foreign L ( ish and/or ish) 7.6 - - 100% ‘
Sociology or Philosophy 15.2 - - 100% ‘

PaTarmanee 1st - 5th Grades 6th - 9th Grades High School

PNLD2010 PNLD2008 PNLD2009

Last Cycle's Market Share 11.6% 13.1% 27.1%
[Average Price (R$) 4.74 5.35 9.68

Source: FNDE/MEC/INEP
* Historical Replacement

The textbook acquisitions trend for Eublic schoslf growth in the next year. As of
PNLD 2011, students enrolled froni" 8o 9" grade in public elementary schools will
receive books for the study of foreign languagethesubjects of English and/or Spanish.
Saraiva’s estimate of the total annual purchaserg@l is of 13.4 million copies for
this category.

The outlook for high schools is equally positive.dddition to the acquisition of books for
teaching English and/or Spanish, sociology andogbjpphy books as of PNLD 2012 will

also be purchased. The total annual purchase paitéortthe teaching of these subjects is
estimated at 22.8 million copies.

Gross Profit

Gross profit of R$ 85.6 million in 4Q09 declined.3% in relation to 4Q08. This
performance is primarily due to lower revenue untler scope of the government’s
textbook acquisition programs. Gross margin, howegeolved to 61.1% in 4Q09 from
59.7% in 4Q08.

In the annual comparison, the R$ 231.9 million grpsofit was lower than the previous
year by 2.3%. Gross margin grew to 69.1% in 2008nf67.4% in 2008 due to a greater
contribution of the private market in Editora’s eeme mix generating higher margins than
those from government sales.



Operating Result

Operating expenses totaled R$ 48.7 million in 4QBpresenting a 14.1% drop in
comparison with the same period of the previousr.y@he operating expense to net
revenue ratio rose from 32.2% in 4Q08 to 34.7% @09. In the 12-month period,
operating expenses totaled R$ 157.8 million, dov2%0as compared with 2008.

Editora (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.
Operating Expenses 48,661 56,673 -14.1% 157,834 | 158,133 | -0.2%
(+) Write-off Inventory - - - 3,510

(-) Building's sale (Headquarters) - - - (10,048) - -

(=) Adjusted Operating Expenses 48,661 56,673 -14.1% 164,372 | 158,133 3.9%
Adjusted Operating Expenses/ Net Income 34.7% 32.2%| 253 b.p. 49.0% 44.9% | 408 b.p.

Operating expenses in 2009 were negatively affeloyethe extraordinary inventory write-

off, amounting to R$ 3.5 million, caused by thehodraphic reform that occurred in 2Q09.
The accounting result from the sale of the heaitesff former building, totaling R$ 10.0

million, must also be considered.

Editora continued to invest in new editorial busses throughout 2009, particularly in the
Teaching System Division and in the Saraiva Eduzddéltimidia Imprint. The operating
expenses of these new businesses also put presstine Company’s results in 2009, but
present good prospects of generating value in ong fterm. Publishing activities are
characterized by preliminary expenses to formaterus and sales efforts and, therefore, it
is common for new businesses to pressure resulteimitial investment stage.

EBITDA

EBITDA reached R$ 38.1 million in 4Q09, against ®,%3 million in the same period of
last year. In the 12-month period EBITDA totaled R&7 million, down 9.0% in relation
to 2008. EBITDA margin was of 27.2% in 4Q09 and28f5% in 2009, against 28.6% in
4Q08 and 24.6% in 2008.

EBITDA (R$ million) x EBITDA Margin (%)

25.9%

24.6%

2005 2006 2007 2008 2009



In order to better compare EBITDA and EBITDA margm 2009 with those of the
previous year, the table below excludes the extiraary gains mentioned earlier. Without
considering the effects of these gains, the adjusSEBITDA margin reached 21.5% in 2009,
against 24.6% in the previous year.

Editora (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.
::222: from Operations after Net Financial 34,328 48,235 28.8% 67.641 80,073 | -16.5%
(+) Depreciation and Amortization Expenses 1,122 1,931 -41.9% 4,637 7,341 | -36.8%
(+) Net Financial Expenses 2,620 175 >500% 6,442 (1,829) -

(=) EBITDA 38,070 50,341 -24.4% 78,720 86,485 | -9.0%
EBITDA Margin 27.2% 28.6% | -143b.p. 23.5% 24.6% | -110 b.p.
(+) Write-off Inventory - - - 3,510 - -

(-) Building's sale (Headquarters) = = - (10,048) - -

(=) Adjusted EBITDA 38,070 50,341 -24.4% 72,182 86,485 | -16.5%
Adjusted EBITDA Margin 27.2% 28.6% | -143b.p. 21.5% 24.6% | -305 b.p.

1 Excludes the provision of Interest on Equity&fficial expenses)

Financial Result / Capital Structure

Editora’s financial result, without considering theovision for interest on equity,
represented an expense of R$ 2.6 million in 4Q@8jrest an expense of R$ 0.2 million
in 4Q08. In 2009, financial result posted an expeaot R$ 6.4 million, as compared
with a revenue of R$ 1.8 million in 2008. This merhance reflects mostly the capital
increase of R$ 58.0 million in the subsidiary Seaaie Siciliano S.A. aimed at
expanding its activities and consequently reversirggnet cash position (cash and cash
equivalents minus loans), which went from R$ 10iRiom at the end of 2008 to a net
debt of R$ 23.5 million at the end of 2009. A tod&lR$ 41.5 million was raised in the
year, or approximately 58% of the amount borrowesimf BNDES in February 2009.
Company’'s Management considers Editora’s indebtesiievel, which is based on
long-term debts, to be adequate.

Net Profit

Net profit before equity income of Livraria total@& 28.1 million in 4Q09, against R$
37.0 million in the same quarter of the previouaryén the annual comparison, net profit
before equity income reached R$ 47.6 million agaR$ 55.5 million in 2008, down
14.2%.

Net profit after equity income of the subsidiary@eaa e Siciliano reached R$ 33.1 million
in 4Q09 and R$ 40.7 million in 4Q08. In the annoaimparison, net profit after equity

income was of R$ 53.0 million in 2009 and of R$07gnillion in 2008. This result was

already expected by Management and reflects thesyred results of Livraria in light of

the process to improve the shopping experiencd@fSiciliano chain stores, as well as
lower revenues under the scope of the officialdegk acquisition programs for public

schools in comparison with the previous year.
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Investments

Investments in 2009 reached R$ 8.0 million and vmsically aimed at updates for the
corporate information systems (ERP).

SARAIVA E SICILIANO S.A. (LIVRARIA)

Saraiva e Siciliano operates predominantly in gtair of books, DVDs, CDs, stationery,
information technology and electronic goods.

The table below shows the main economic-financiatfggmance data of the retall
operations.

Livraria (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.

Gross Revenue 297,412 241,614 23.1% 1,014,996 827,294 22.7%
Net Revenue 276,285 223,760 23.5% 951,008 767,205 24.0%
Gross Profit 91,645 77,194 18.7% 328,721 272,179 20.8%
Gross Margin 33.2% 34.5% | -133b.p. 34.6% 35.5% | -91b.p.
Operating Expenses 79,301 70,020 13.3% 305,219 235,520 29.6%
EBITDA 17,362 11,094 56.5% 40,285 48,354 -16.7%
Net Financial (Revenue) Expenses 4,670 6,623 -29.5% 14,106 13,708 2.9%

Net Income (Loss) 5,033 3,667 37.3% 5,362 16,502 -67.5%

2008 results include the results from Sicilian@iifr March 6 to November 30), Livraria Saraiva (frdemuary 1 to November 20) and
Saraiva e Siciliano (from December 1 to 30).

Gross Revenue

Gross revenue reached R$ 297.4 million in 4Q0R314% over 4Q08, and R$ 1.0 billion
in the 12-month period, 22.7% up from that of 2008raria’s good sales performance
stems from the remodeling program of the Sicilighain stores, the revenue increase from
the Saraiva.com e-commerce website and the opesfirfiye new stores in prominent
Brazilian cities.

The graph below shows the evolution of gross regeseparating the share of physical
stores and online sales, as well as its annual canggrowth.
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Gross Revenue (R$ million)

CAGR 2005 — 2009 (Physical Stores): 32.8%
CAGR 2005 — 2009 (Online Retail):  51.7%

- 1015.0

2005 2006 2007 2008 2009

H Physical Stores L1 Online Retailing Business
CAGR: Compound Annual Growth Rate

The remodeling of the Siciliano chain stores hasnbessential for Livraria’'s same-store
sales growth. A total of 28 Siciliano stores weeenodeled in 2009 and now provide a
differentiated shopping experience to its customerduding, among other attributes, a
greater book assortment, new product and servitegcges, the Saraiva Plus loyalty card
and a more qualified customer care through an skterraining program for employees.

The graph below shows the quarterly evolution ofgital same-store sales as of October
2008:

Same-Store Sales - Quarter

20.0%
17.5%

13.5%
122:2 %u.eﬁ 11.7% 12.1%
——

10.0%
7.5%
5.0%
2.5%
0.0% T T T T )
Octto Dec-08 Janto Mar-09 Aprto Jun-09 Julto Sep-09 Octto Dec-09

18.1%

Siciliano store sales, after the remodeling caroetl throughout the year, rose 90.2% as
compared with the same period of the previous yaafirming the Siciliano chain’s sales
locations’ potential.
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Since Siciliano’s acquisition until the end of 2089% of its stores’ sales area had already
been adapted to Saraiva’s standard. For 2010, divodeling of another 15 stores is
scheduled, representing 21% of the original Siedisales area. These 15 sales locations
are less representative in revenue terms, whigrhisthe interventions will be on a lesser
scale than those carried out in the Siciliano stdhat were remodeled in 2009. The graph
below shows the current stage of the Sicilianorcistore remodeling process.

Siciliano Chain Stores Remodeling Program

2

S:I'Z:a':'ea } v' 15 stores to be remodeled in 2010

] 0 (21.2% of the total sales area)
18.4k m?
salesarea 12.7k m? v/ 31 stores have been remodeled since 2008.
(52 stores) salesarea |\ 0 (69.0% of the total sales area)

v"Introduction of new categories
J

} v 6 closed stores (9.8% of the sales area)

Sales per square meter of the remodeled Siciliaamctores are getting closer to those of
the Saraiva chain stores. The remodeled stores hwayever, offer additional gains, as
these sales locations consolidate themselves ak @umioons for products linked to culture,
leisure and information in their respective regiohise evolution of sales per square meter
of the Saraiva and Siciliano chains is shown below.

Sales per Square Meter

T 11%

126%

2008 2009
(Before Remodeling) (After Remodeling)

M Saraiva LI Stores of the Siciliano chain remodeled by 2009

Another material fact was the important market stg@in obtained in the book, newspaper,
magazine and stationery market in 2009. The morghlyey published by the Brazilian

Statistics Bureau (IBGE) registered a 14.1% grofndin January to December of 2009 in
these categories, as compared with a 21.0% groiltivi@ria in the same period.
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Gross Profit

Livraria’s gross profit hit R$ 91.6 million in 4Q08p 18.7% in relation to that of the same
period in 2008. Gross profit totaled R$ 328.7 millin the year’s total, up 20.8% over that of
the previous year.

Gross margin in 4Q09 was of 33.2%, against 34.5%Q6A8, down 133 basis points. In the
annual comparison, Livraria’s gross margin reacd¥6% against a gross margin of 35.5%
in 2008, down 91 basis points.

The more competitive environment as of the secatidah 2009, mainly in the e-commerce
channel, as well as the introduction of a mechamsmed Tax Replacement in the S&o
Paulo state affected Livraria’s margins. Through thechanism, the goods and services tax
was incorporated to the cost of products instea@daiicing gross sales.

Operating Result

The operating expenses to net revenue ratio went 81.3% in 4Q08 to 28.7% in 4Q09, a
gain of 260 basis points. In the 12-month periddks tatio rose to 32.1% in 2009 from
30.7% in 2008.

The operating expenses to net revenue ratio — wtitbonsidering nonrecurring expenses
from the remodeling process of the Siciliano clsores — dropped to 28.0% in 4Q09 from
30.6% in 4Q08. In the annual comparison, it weoinfi29.8% in 2008 to 31.2% in 20009.

The table below shows the evolution of operatingegses in Saraiva’s retail activities
adjusted by the effects of nonrecurring expenseergéed by remodeling and opening of
new stores.

Livraria (R$ thousand) 4Q08 2009 2008

Operating Expenses 79,301 70,020 13.3% 305,219 235,520 29.6%
(-) Non-reccurring expenses 1,893 1,581 19.7% 8,680 6,572 32.1%
Adjusted Operating Expenses 77,408 68,439 13.1% 296,540 228,948 29.5%
Adjusted Operating Expenses / Net Revenue 28.0% 30.6%| -257 b.p. 31.2% 29.8%| 135b.p.

The dilution of Livraria’'s expenses was affectedotlghout the year by the great effort
made to change the shopping experience of Sicikasales locations. However, the 4Q09
numbers are already pointing to an upward trenelation to the rest of the year, as shown
in the graph below.
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Operating Expenses / Net Revenue

+270.0 b.p.
-

-

9M08 9M09 4008 4009

EBITDA

Livraria’s EBITDA reached R$ 17.4 million in 4Q08p 56.5% in comparison with the
same period of the preceding year, and the EBITCagmn reached 6.3%, against 5.0% in
4Q08. In 2009, EBITDA totaled R$ 40.3 million, 187ower than that posted in 2008.
EBITDA margin was of 4.2% in 2009, against 6.3%2008.

EBITDA in 2009 was negatively influenced by Siail@s wide store remodeling program
and by the adoption of more aggressive commer@étips, in particular in the online

channel. Sales growth of the remodeled Siciliamoest contributed to the improvement in
Livraria’s profitability in 4Q09, as shown in theagph below.

EBITDA (R$ million) x EBITDA Growth (%)

7|

+56.5%, 7
-

9M038 9M09 4Q08 4Q09
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Without considering the effects of nonrecurring exges, adjusted EBITDA margin
reached 7.0% in 4Q09 — 122 basis points greater thet in 4Q08 — and 5.1% in 2009,
against 7.2% in the previous year, as demonstrattégk table below.

Livraria (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.
::222: from Operations after Net Financial 7.674 556 >500% 9,396 23,318 59.7%
(+) Depreciation and Amortization Expenses 5,018 3,915 28.2% 16,783 11,328 48.2%
(+) Net Financial Expenses 4,670 6,623 -29.5% 14,106 13,708 2.9%
(=) EBITDA 17,362 11,094 56.5% 40,285 48,354 -16.7%
EBITDA Margin 6.3% 5.0%| 133b.p. 4.2% 6.3% | -207 b.p.
(+) Non Recurring Expenses 1,893 1,762 7.4% 8,680 6,753 28.5%
(=) Adjusted EBITDA 19,255 12,856 49.8% 48,965 55,107 -11.1%
Adjusted EBITDA Margin 7.0% 5.7%| 122 b.p. 5.1% 7.2% | -203 b.p.

Financial Result / Capital Structure

Net financial expenses reached R$ 4.7 million ir09Qagainst R$ 6.6 million in 4Q08. In
2009, net expenses totaled R$ 14.1 million as ceedpaith R$ 13.7 million in 2008.

The financial position went from a net debt of R&S3million, at the end of 2008, to a net
debt of R$ 111.6 million at the end of 2009. A tathR$ 41.9 million, or approximately
60% of the amount contracted from BNDES in Februi0§9, was raised throughout the
year.

Changes in financial expenses and in net debttrésuwh an increase in investments to
expand the physical store chain, a greater neewdoking capital due to the rapid sales
growth and investments to reposition the Sicilighain stores.

Working Capital
The working capital to net sales ratio reached %7id 2009, against 17.7% in the same

period of the prior year. The graph below shows dtaelution of working capital to net
revenue over the past five years.

Working Capital ™/ Net Revenue$”

17.7% 17.1%
15.3%
10.5%
2005 2006 2008

. 2007 2009
(1) Inventory + Customers — Supplier®(thly average in the past 12 months)
(2) Net Revenues in the past 12 months
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Accounts Receivable reached 45 days in the 12-monibdpended on December 31,
2009, against 53 days in the 12-month period endedemember 31, 2008. The average
term of inventory coverage rose from 79 to 93 days & 1B-month period ended on
December 31, 2008 and 2009, in that order. Tempadramngase in the average term of
inventory coverage was necessary to maintain custoemeice standards throughout the
centralization process of the logistics operations, conclud2®@9, and to remodel stores
throughout the year.

The supplier payment period rose to 62 days in the 12hmmeriod ended on December
31, 2009 from 57 days in the 12-month period ended esedber 31, 2008, reflecting the
new structure in supplier periods due to changes in ptoaixc

Net Profit

Consolidated net profit of retail operations was of R¥rillion in 4Q09 and of R$ 3.7
million in 4Q08. Livraria’s net profit reached R$ 5.4 milliam 2009, against R$ 16.5
million in 2008.

Net profit was mainly impacted by pre-operating expenskased to the adjustment process
of Siciliano’s operations, as well as greater financial exggeusie to a cash position that
was pressured by investments on several business.fronts

Investments

In 2009, Livraria made important investments, aniognto R$ 58.5 million, mostly for the
opening of five new stores:
. BeiraMar Shopping mall in Floriandpolis —Santa Catarina ¢kééech/2009);

Manaura Shopping mall in Manaus —Amazon state (April/2009)
Paralela Shopping mall in Salvador —Bahia state (April/2009)
Caxias do Sul Shopping mall in Caxias do Sul —Rio GraddeSul state
(April/2009);
Vila Olimpia Shopping mall in Sdo Paulo — city and state (Nunex/2009).

Investments were also aimed at updating two promineniv@asales locations:
Praia de Belas Shopping mall in Porto Alegre —Rio Ceamib Sul state
(October/2009);
Center Norte Shopping mall in Sdo Paulo — city and staiegidber/2009).

Livraria also concluded the remodeling of 28 important $icdi sales locations in the year,

as well as invested in information systems to support galesesses in its business
channels and centralized the logistic activities of its ojmersit
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Marketing / Partners

The “Saraiva Plus” loyalty program, launched in theoadcdalf of 2005, has a membership
base of 3.5 million customers, up 40% over the basistezgd at the end of December
2008. With a system that facilitates the accumulation of §quints and simplifies their
redemption, this tool has been efficient in retaining okt@mers and attracting new ones.

Saraiva’s international credit card, a partnership betwssmaiva, Banco do Brasil and
Visa, offers differentiated characteristics to the market andde range of benefits and
advantages.

At the end of 2009, this initiative included 69.4 thoukattive cards, representing an
increase of 119.1% in comparison with 2008.

Saraiva.com - Livraria’s Electronic Retailing Division

Gross revenue totaled R$ 87.1 million in 4Q09, represerdgimdncrease of 22.9% as
compared with 4Q08. Gross revenue hit R$ 337.9 millionG@92 up 24.0% over that
registered in 2008.

Saraiva.com (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.

Gross Revenue (1) 87,124 70,915 22.9% 337,905 | 272,492 24.0%
Active Customers (thousand) (2) 1,284 1,048 22.5% 1,284 1,048 22.5%
% of Revenue - Livraria Saraiva Consolidated 29.3% 29.4%| -6b.p. 33.3% 32.9%| 37 b.p.
Average Ticket (R$) 159 137 16.3% 144 152 -5.2%

(1) Include revenue of Siciliano.com in the antaf R$2.1 million in 4Qtr08 and R$6.3 million 2008.
(2) Active customer: user that has made at leastpurchase in the past year.

E-commerce has been gaining more importance in Liveagpérations. The share in total
gross revenue reached 29.3% in 4Q09 and 33.3% iA. Z0fe graph below shows the
annual evolution of Saraiva.com sales.

Saraiva.com Gross Revenue (R$ million)

- -
-
-
-
-
2005 2006 2007 2008 2009

CAGR: Compound Annual Growth Rate
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The adverse macroeconomic environment that lastétmid-2009, as well as the highly
competitive environment in the second half, affdctévraria’s average ticket in 2009.
Saraiva.com’s operations grew in line with the Braz e-commerce market, benefitting
from consumer migration to lower average tickewstipularly in the book category, in
which Saraiva.com grew 35.6% in 2009.

On the other hand, Saraiva.com’s margins were predsby a more intense competitive
scenario as of the second half of the year. Th@dnttion of new competitors led the
company to adopt more aggressive commercial pelizieorder to maintain its market
share in the “computer technology” and "electrogmods" categories. This strategy
resulted in a 16.3% increase in the average ticketQ09 as compared with the same
period of the previous year. In 2009, Saraiva.coavsrage ticket was of R$ 143.80,
against an average ticket of R$ 151.70 in 2008.

Acknowledgment

Saraiva was acknowledged as the best e-commeneeatoording to the “Exceléncia em
Qualidade Comércio Eletronico B2C — 2009” awardddbence in B2C E-Commerce) —
and was awarded with the Blue Diamond medal. Thizes organized annually by e-bit
and is particularly special to Livraria, which m@imed the quality of its services during
the centralization of its logistic activities.

CONSOLIDATED

The following table shows the major consolidatedremic and financial performance
indicators.

Consolidated (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.
Gross Revenue 432,859 413,614 4.7% 1,317,109 | 1,153,682 | 14.2%
Net Revenue 411,682 395,733 4.0% 1,252,989 | 1,093,478 | 14.6%
Gross Profit 177,247 182,077 | -2.7% 560,565 509,233 | 10.1%
Gross Margin 43.1% 46.0% | -296 b.p. 44.7% 46.6% | -183 b.p.
Operating Expenses 127,955 127,674 0.2% 462,980 394,250 | 17.4%
EBITDA 55,432 60,249 [ -8.0% 119,005 133,652 | -11.0%
Net Financial (Revenue) Expenses 7,290 6,797 7.3% 20,548 11,878 | 73.0%
Net Income (Loss) 33,110 40,650 | -18.5% 53,007 72,033 | -26.4%
Total Assets 843,575 682,441 | 23.6% 843,575 682,441 | 23.6%
Shareholders' Equity 369,131 335,882 9.9% 369,131 335,882 9.9%
Net Debt (135,044) (26,316)| 413.2% (135,044) (26,316)| 413.2%

Gross Revenue

Gross revenue reached R$ 432.9 million in 4Q094.Up6 in relation to 4Q08. In 2009,
gross revenue totaled R$ 1.3 billion, 14.2% higinerelation to the same period of the
previous year. The increase in revenues is rel@ede sharp growth in retail operations,
which accounted for 77.1% of total consolidateceraes.
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Consolidated Gross Revenue Mix

2008 2009

Editora
22.9%

Editora
28.3%

Livraria ‘-.."-‘!h Livraria

LTt 77.1%

Gross Profit

Consolidated gross profit amounted to R$ 177.2ionilin 4Q09, down 2.7% in relation to
that registered in 2008. In 2009, gross profit heacR$ 560.6 million, 10.1% higher than
2008. Gross margin was of 43.1% in 4Q09, again£i%46n 4Q08. In the 12-month period,
gross margin reached 44.7%, against 46.6% in Z008.greater contribution of retail in
the Group’s consolidated figure accounts for tHféetBnces seen in the gross consolidated
margins of 2009.

Gross Margin % 4Q09 4Q08 Chg.

2008 Chg.

61.1% 67.4%

33.2% 35.5%
Total 43.1% 46.0% | -296 b.p. 46.6%

Operating Result

The operating expense to net revenue ratio rea@hddso in 4Q09, while in 4Q08 it was of

32.3%, an improvement of 118 basis points in thauah comparison, the operating

expense to net revenue ratio reached 37.0% in 2@f28nst 36.1% in 2008, down 90 basis
points.

The Group’s operating expense to net revenue vanegatively affected during the year
by expenses linked to the remodeling of the Sindiatores and to Editora’s investments in
the Teaching Systems Division and in the Saraivackdao Multimidia Label.

Stock Option Plan

In 4Q09, a provision of R$ 56 thousand relatedxqmeases with the Stock Option Plan was
established. In the 12-month period, the amourthexh R$ 965 thousand. The fair value of
these plans is calculated on the date of the réspespprovals and based on the Binomial
pricing model.
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EBITDA

EBITDA was a positive R$ 55.4 million in 4Q09, agsti R$ 60.2 million in 4Q08. In
2009, EBITDA totaled R$ 119.0 million, against R¥317 million in 2008, down 11.0%.

Consolidated EBITDA Mix
2008 2009

Editora 1 Editora
63.8% 66.1%

Adjusted EBITDA by nonrecurring expenses totaled5R$ million in 4Q09 and R$ 121.1
million in 2009.

Consolidated (R$ thousand) 4Q09 4Q08 Chg. 2009 2008 Chg.
noome from Operations after Net Financial 42002 | 47,606 | -11.8% 77,037 | 103,105 | -25.3%
(+) Depreciation and Amortization Expenses 6,140 5,846 5.0% 21,420 18,669 | 14.7%
(+) Net Financial Expenses 7,290 6,797 7.3% 20,548 11,878 | 73.0%
(=) EBITDA 55,432 60,249 [ -8.0% 119,005 133,652 | -11.0%
EBITDA Margin 13.5% 15.2% | -176 b.p. 9.5% 12.2% | -272 b.p.
(+) Retail's Non Recurring Expenses 1,893 1,581 | 19.7% 8,680 6,572 | 32.1%
(+) Publishing's Write-off Inventory = = - 3,510 - -

(-) Building's sale (Headquarters) - - - (10,048) - -

(=) Adjusted EBITDA 57,325 61,830 [ -7.3% 121,146 140,224 | -13.6%
Adjusted EBITDA Margin 13.9% 15.6% | -170 b.p. 9.7% 12.8% | -316 b.p.

1 Excludes provision for Interest on Equity (fineiexpenses)

Financial Result / Capital Structure

Financial result presented net financial expengeR$7.3 million in 4Q09 as compared
with R$ 6.8 million in 4Q08. The financial resulbrfthe 12-month period registered
expenses of R$ 20.5 million in 2009 and of R$ Irhifion in 2008, due to investments
recently made in the Group’s companies which redice net cash position.

The consolidated financial position went from a debt of R$ 26.3 million at the end of
2008 to R$ 135.0 million at the end of December200

This result arises from greater financial expentggslong-term loans borrowed from
BNDES, in an agreement entered into in February2@mounting to R$ 141.6 million
and with a usage term that extends to December, 2810ell as investments in fixed assets
and working capital in several of the Group’s besses.

21



Net Profit

Net profit in 4Q09 totaled R$ 33.1 million, compdeith R$ 40.7 million in 4Q08. Profit
in 2009 totaled R$ 53.0 million, against R$ 72.@iom in 2008, a reduction of 26.4%.

Investments

Investments summed R$ 66.8 million in 2009 and weasically aimed at computer
technology systems, at organic expansion of rejadrations and at repositioning of the

Siciliano chain stores.

CAPITAL MARKETS

Below is a market summary of Saraiva’s shares 0920 comparison with 2008.

Indicators * 2009 2008 Chg.
Number of trades 16,939 9,335 81.5%
Participation in trading sessions - % @ 100.0 100.0 -
Quantity traded - thousand shares @ 15,610 12,719 22.7%
Volume traded - R$ thousand @ 365,019 337,123 8.3%
Share Price - R$ 34.00 16.64 104.3%
Total shares outstanding - thousand 28,230 28,230 -
Market Value - R$ million 959.8 469.7 104.3%

Source: BM&F Bovespa
(1) Referring to preferred shares (SLEDA4)
(*) Not reviewed by the independent auditors

Saraiva’s preferred shares (SLED4) appreciated3%94n 2009, above Ibovespa, which

appreciated 82.7% in the same period.
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SLEDA4 versus Ibovespa
From (100 basis) 12/30/2008 to 12/30/2009
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The year of 2009 was a period of recovery for Saraishares in the stock market after the
economic uncertainties that marked the previous.y€he traded volume of Saraiva’'s
shares was 22.7% greater than that registered 08.20 is worth pointing out that the
recent macroeconomic uncertainties did not infleethe Company’s investment decisions,
which, based on its solid foundations, continuesfident in its medium and long-term
strategies.

SHAREHOLDING STRUCTURE

Saraiva’s subscribed and paid-in capital was of1IR$.0 million on December 31, 2009,
represented by 28,596,123 registered nominativek-eatry shares, without par value, of
which 9,622,313 are common shares (ON) and 18,203%8e preferred shares (PN). The
Company holds 365,750 preferred shares in treasury.

Common
SIEIES
34%

Preferred
Shares
66%
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PROPOSED DIVIDENDS

The Board of Directors, at a meeting held on Deaamild, 2009, approved the proposal to
pay dividends in the amount of R$ 20.7 million (BR$3410209 per share) in the form of
interest on equity.

Total gross payment will represent a dividend yiefd2.16% on the price of preferred
shares on December 31, 2009.

EMPLOYEES

The Company ended 2009 with 4,110 employees — 3r64december 2008. The Group

has been investing in qualification programs araining, creating opportunities and

valuing the shopping experience of its customespeeially in the retail business, as well
as attending the needs of educators, students @fiespionals of several areas through
renowned quality publishing contents.

SUBSEQUENT EVENTS

In order to offer a complete shopping experiencthéendigital world, Saraiva.com launched
its Iphone and Ipod Touch application in Februa®g@and, in March, the “Compre com 1
Clique” (One-Click Buying) service. Practical, fastd safe, these functionalities enable the
customer to see the main launches and access thisusaproducts in the book, DVD, CD,
game and other categories, as well as shop byirgianly once without having to spend
time filling out forms.

Saraiva.com is the only e-commerce operation irziBthat has the security certificate of
Cielo and Redecard for the “Compre com 1 CliqueVise. For this reason only Visa credit
cards, including the Saraiva credit card and Maatdr can be used to register for this
service. Internet users can purchase books, fibvM)s and CDs, games and download
videos that can be rented or purchased.

OUTLOOK

The Saraiva Group is confident in its business rode the potential operating
improvement of Siciliano’s sales locations andhe tonsolidation of the Brazilian book
retail through organic expansion and e-commerceiges, in the prospects to expand its
market share in the editorial segments where iraips or plans to operate and in the
development of the Teaching Systems Division artd/iies and products that use new
technologies. The Group’s investment decisions tiverpast few years have enabled it to
expand its business fronts and gain new markets.
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The work to restructur&ditora’s editorial departments with the support of thants,
aimed at launching new products, has shown stesgl)ts over the past years. The renewal
of Editora’s catalogue is based on differentiatethtronship strategies with the public,
including educational support and more aggressiaekeating actions.

The public textbook acquisition programs will bgparded over the next years, which may
reflect positively on Editora’s revenue. Elementatydents enrolled from™6to 9" grade
are expected to receive English and/or Spaniskeatgais of PNLD 2011, and high school
students will receive textbooks as of PNLD 2012.akhdition to content for foreign
language teaching, high school students will reeeeciology and philosophy books,
which enhance the possibilities of increasing Hdi® revenue, given that it has
competitive contents for these new programs.

Still in 2010, the new adoption of books for puldiementary schools will be decided for
the 2011 school year (PNLD 2011). In this prograew contents for elementary students
enrolled from & to 9" grade will be acquired. Editora’s market share¢hyears ago was
13.1% in PNLD 2008. Since then, new projects hasenbdeveloped to strengthen the
Company’s competitive edge. If approved by the Etioa Ministry (MEC), in an
educational evaluation to be announced shortlyh quojects have a good chance of
improving Editora’s performance in PNLD 2011, agmam in which a 13% to 15% market
share is expected.

In 2010, Saraiva’s Teaching Systems Division willast in differentiated contents for the
public school market, offering quality options fonunicipalities that wish to adopt
educational solutions in the form of teaching systeas of the 2011 school year. This
initiative will create another business front andeo new opportunities for Saraiva’s
publishing operations.

As part of the strategy to diversify its busines&aditora will strengthen the publishing and
sale of fiction and nonfiction books, segments taatount for approximately 19% of
revenue from the Brazilian publishing market acouydto data of the Brazilian Book
Chamber (CBL), through the search of national amdif§n authors.

Over the next years, Editora will also invest ishieological resources that can make a
difference in classroom learning processes, prignarielementary and high schools. It is
understood that well-structured educational prsjexid those that use new technologies
can, together with printed media, provide significgains for students, teachers and school
administrators. The “Série Destino”, which includéiferentiated tools to be applied in
classrooms in the areas of Math and English, is heimg used in renowned schools in
many Brazilian states.

In addition to the possibilities for organic growtRditora continues attentive and may
possibly study opportunities for strategic acqiositor association.
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The Brazilian retail book market offers good oppaities for capitalized companies, with
a flexible business model and well-structured slaod long-term strategiekivraria is
geared towards offering a unique shopping expegiebased on complementary products,
differentiated services and customer care.

The revenue increase of the Siciliano chain stondsch now offer a new shopping
experience to its customers, undoubtedly showsuhbeess of Livraria's business model.

Livraria may expand its retail activities and opgera the sale of products that present
logistic similarities with its operations, in addit to strong brand image. The first iTown
store, a Livraria operation entirely dedicatedhe sale of Apple products, will be opened
in March 2010 at the Iguatemi Shopping mall in Sdtw, Bahia state. Livraria has been
successfully selling computer technology and etextr goods since 2006. The partnership
with Apple is based on the wide acceptance of inend’s products in Brazil and the
possibility of greater profitability through the fidirentiated conditions of an “Apple
Premium Reseller” operation.

The Company will continue to evaluate projects vatheturn above its cost of capital that
enable it to consolidate its retail business positiThe expansion project of the physical
store chain plans to open up to six stores ovenéxt 12 months and this expansion plan
may be concluded by the first half of 2011, depegdin the availability of space in future
enterprises (shopping malls). The next stores togened and that are already contracted
are:

the iTown store at the Iguatemi Shopping mall (8&dér, Bahia state) — March

2010;

the Granja Viana Shopping mall store (Cotia, Sadd’state) — November 2010.

Livraria’s organic expansion plan beyond 2010 wél duly announced. The Company has
already entered into agreements for two new salestibns to be opened in 2011, both at
the city of Barueri (S&o Paulo state):

at Tamboré Shopping mall;

at Ilguatemi Alphaville Shopping mall.

Siciliano’s remodeled stores should contribute tye@ Livraria’s profitability in 2010.
Revenue growth in the same-store concept will beefitged by a comparison base that
partially captured the sales increase of the stme®deled throughout the year. Another
15 stores will be remodeled in 2010, however, Bsaer degree of physical intervention,
given that they are less important points.

In the electronic retailing division, the targettéscontinue boosting operations, including
new product categories and increase operations@s Wwhere the Company already has
business. The intense competitive environment icoramerce operations, after the
introduction of new companies, has negatively ieficed Saraiva.com’s margins.
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Initiatives to revise Livraria’s supply chain, witthe probable hiring of a specialized
consultancy company, as well as the developme@ustomer Relationship Management
tools (CRM) will be implemented in 2010 and may adalue to the Group’s retail
operations and increase Livraria’s competitive eédgbe online market.

Recent technological advances create great chakefog companies whose main business
is the production and sale of content. T®araiva Group is basing itself on developing
activities and products that use these new teclgredpfor example the sale and/or rental
of movies through downloads on the Saraiva.com itebsnd fragmented sales (in
chapters) and customized content for universitees dhe case of the “Pasta do Professor”
project, of which Editora participates along witther publishers under the coordination of
the Brazilian Copyright Association (ABDR). Managamtis initiatives are aimed at
adapting Editora’s and Livraria’s activities to thew realities. Regarding particularly the
announced growth in the number of e-readers inJhiged States market as of 2009, the
Company has sought to foresee how the use of tkesarces will occur in Brazil with the
concern to be an important content generator aslildlitor agent of these new reading
instruments. Management is also alert to enhasceugstomers’ shopping experience as a
way to overcome possible impacts deriving fromititieoduction of these new technologies
in its businesses through measures such as, ambags ointroducing new product lines
and stimulating customers to attend its physicatsp.

INDEPENDENT AUDITORS

In order to comply with CVM Regulatory Instructid381/03, Editora entered into an

advisory service agreement in July 2009 to moniteg conversion and development
process of the consolidated financial statementh@fyear ended on December 31, 2009
according to the International Financial ReporttBgndards (IFRS). The total amount
contracted for this advisory service is of R$ 1idusand, equal to 28% of fees for external
auditing services for Editora and Livraria.

It is not part of the scope of the services hir@e@xpress any opinion or value judgments
regarding the treatment that must be given to tdmptiance of the international standards,
neither about the decisions related to the conversi the financial statements, preparation
of reconciliation notes, adhesion to explanatoriea@nd presenting format of the financial
statements.

ADHERENCE TO MARKET ARBITRATION PANEL

By adhering to Corporate Governance Level 2, then@my, its shareholders, managers
and members of the Statutory Audit Committee agoeeesolve, through arbitration, all
conflicts set forth in the Commitment Clause of @@mpany’s Bylaws in accordance with
the Regulations of the Arbitration Panel of the SBaulo Stock Exchange (BM&F
BOVESPA).
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MANAGEMENT’'S STATEMENT ABOUT THE FINANCIAL
STATEMENTS

In compliance with the provisions of article 25 @¥M Instruction number 480/09, the

Board declares that it has revised, discussed gnees with Editoras individual and
consolidated Accounting Statements, authorizingotsclusion on this date.

MANAGEMENT’S STATEMENT ABOUT THE INDEPENDENT
AUDITOR’S REPORT
In compliance with the provisions of article 25 @¥M Instruction number 480/09, the

Board declares that it has revised, discussed gneks with the opinions stated in the
independent auditors report concerning these statemissued on this date.
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